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T his recession is different from
prior economic contractions in

several noticeable ways:
1. The downturn is longer than expected.
2. The recovery is slower than expected.
3. The recovery is weaker than experi-
enced in recent prior recessions.
4. These differences appear to be based
upon structural changes in the U.S. con-
struction marketplace.

Industry response to today’s eco-
nomic environment is also significantly
different from prior reactions. Today’s
contractors have realized that the mar-
keting and sales efforts of their compa-
nies are at least “somewhat important.”
In prior recessions, the first cost reduc-
tion efforts came in the expenses of
education and training of sales and mar-
keting personnel. Often, these cuts were
followed by actual reduction in sales
and marketing personnel.

Today, however, many firms in all
construction sectors actually recorded
increases in sales and marketing educa-
tion and training as well as increases in
actual sales and marketing efforts and
personnel.

As a percentage of total annual com-
pany sales volume, contractors, on av-
erage, spend a little over one percent
on marketing and sales activities, ac-
cording to a recent FMI survey. Con-

tractors spend less than one half of a
percent, on average, on promotional
activities. While it’s not surprising that
more money goes into marketing and
sales salaries and support than goes into
advertising, public relations, and spe-
cial events, it is interesting to note that
subcontractor/specialty contractors
outspend their counterparts for market-
ing and sales. Conversely, generals and
heavy/highway contractors spend over
five times more on promotional activity
that do subcontractor/specialty contrac-
tors.

There is a correlation between com-
pany size and expenditures on market-
ing and promotional activities. On aver-
age, the larger the contractor, the smaller
a percentage of annual sales volume
goes toward the total annual marketing
and sales expenditure.

Perhaps because of the importance
they attach to marketing and sales, and
the stormy market conditions ahead,
contractors consistently rated the amount
of money spent on business develop-
ment to be low. These same contractors
predict that their budgets for business
development activities for the next two
years will increase slightly over 1991
levels. This sentiment is remarkably
consistent across company type and size.

In spite of low budgets allocated for

business development, on average,
contractors believe marketing and sales
dollars represent money well spent.
General contractors rated their busi-
ness development expenditures more
effective than did the other types of
firms. In addition, virtually all categories
of respondents indicated that expendi-
tures for marketing and sales related
activities will be up over the next two
years.

Now, that’s a change. It appears that
many construction company executives
have learned that increasing marketing
and sales efforts is the correct response
to tough times.
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EXHIBIT I

How much does your company spend annually on marketing and sales?

Annual Expenditures

* Marketing and sales salaries
including fringes (insurance,
car, etc.) and support

Percentage of Total Annual Company Sales
Volume

%

* Promotional activities (advertising,
PR, special events, brochures, etc.)

%

Total annual marketing and sales expenditures %

By Construction Type General Heavy Sub/Specialty Total

Marketing&Sales .94 .92 1.63 1.16
Promotional Activities .44 .38 .06 .49
Total Annual Marketing* 1.26 1.08 1.96 1.47

By Revenue Under $30M $30M-74M $75M-199M $200M or More Total

Marketing & Sales 1.41 1.22 .98 1.11 1.16
Promotional Activities .72 .56 .04 .08 .49
Total Annual Marketing* 1.71 1.63 1.31 1.21 1.47

*Totals differ from sum of “Marketing & Sales” and “Promotional Activity” due to a number of respondents completing only
“Total Annual Marketing Expenditures.”

Source: U.S. Construction Industry Work Acquisition Survey — FMI, management consultants to the construction industry.
January 1992.
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