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RESTARTING THE ECONOMY WILL HELP 

FINISHING CONTRACTORS 

ADAPTABILITY WILL BE CRITICAL 

The National Bureau of Economic Analysis recently indicated 

that the U.S. recession began in February. The worst of the 
downturn appears to have occurred in April, when the nation 

lost more than 20 million jobs, nearly reversing all of the job 

gains produced during the now-ended economic expansion. 

Unemployment stood at 13.3 percent in the United States in 

May and at 13.7 percent in Canada.  

While the downturn will likely end up being one of the shortest 
in American history, it will leave many shuttered restaurants, 

empty storefronts, abandoned office suites, and uncomfortably 
vacated malls in its wake. All things being equal, that would not 

appear to be a promising set of circumstances for the nation’s 

finishing contractors. 

But all things are not equal. While new construction of office 

buildings, hotels, shopping centers, and other commercial 
structures will likely be subdued by the vacancy left in the 

pandemic’s wake, other forms of construction likely received a 

boost. Among these are data and fulfillment centers, a result of 
an e-commerce economy now on the equivalent of steroids. 

Many medical facilities are also likely to experience a substantial 

influx of investment as the nation moves toward greater 
preparedness for the potential outbreaks of the future. 

There’s more. Many existing structures will need to be updated. 
For instance, during the economic expansion that began during 

the summer of 2009, many office tenants upgraded from older 

Class B buildings to new Class A buildings. This was partially a 
reflection of a persistently growing economy, but it also related 

to the need for higher retention and more effective recruitment 

of talent. As the unemployment rate grinded toward its 50-year 

low, cobbling together workforces became more challenging. In 

order to promote recruitment of human capital, many 
employers decided to upgrade their facilities as an inducement 

for talented workers to join their ranks and then remain there. 

With COVID-19 ravaging many corporate balance sheets, there 

is likely to be some shifting back toward Class B space over time 

in the interest of saving rent expenses. As such, many Class B 

building owners will be induced into repositioning their 

buildings for rising tenancy, including by improve building 

finishes and upgrading key mechanical systems, such as those 

that govern flows of air.  

This is not to suggest that all is well, merely that the 

dampening of construction activity associated with 

new buildings will be at least partially offset by the 

need to modify existing structures. This is often the 

case during the aftermath of economic downturns. 

Though unemployment in North America will remain 

elevated through 2020 and into 2021 and probably 

beyond, finishing contractors among others may still 

have a difficult time cobbling together adequately 

sized and trained workforces. In both Canada and the 

United States, labor force participation has 

plummeted.  

Strong economic performance pre-crisis had induced 

many people to join the labor force. In January 2020, 

before COVID made its mark in North America, the 

labor force participation rate was 65.4 percent in 

Canada and 63.4 percent in America. To be part of the 

workforce, one must either be working or looking for 

work. By April, labor force participation in both 

Canada and the U.S. had declined to around 60 

percent, and it remains unclear whether or not many 

of the people who have departed the workforce will 

ever return.  

The upshot is that while the pandemic-induced 

downturn will likely prove a short one, its impacts will 

be long-lived. For finishing contractors, now is the 

time to revisit all guiding strategic principles. It will not 

be business as usual going forward, which means that 

only those contractors who adapt to the new reality 

will be positioned to thrive.  

 Unemployment rate in May drops to 13.3% in the U.S. 
and 13.7% in Canada; 

 Labor force participation rate fell sharply in the U.S. 
and Canada following the outbreak and remain low 
even as nations begin to recover; 

 Canadian construction spending plummeted 44% in 
April while U.S. construction spending fell modestly; 

 Data and fulfillment centers, along with health care 
facilities, have received an influx of investment 
because of the outbreak; 

 There will likely be an increase in demand for Class B 
office space, inducing owners to upgrade their 
properties to attract new tenants; 
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U.S. CONSTRUCTION INDUSTRY OVERVIEW 

Indicator Values % Change from 
Construction Spending, SA ($Millions) Apr-20 Mar-20 Apr-19 Mar-20 Apr-19 
Total Construction $1,346,166 $1,386,579 $1,307,136 -2.9% 3.0% 

Residential $544,312 $569,887 $512,113 -4.5% 6.3% 

Nonresidential $801,854 $816,692 $795,023 -1.8% 0.9% 

 Lodging $29,999 $30,093 $34,169 -0.3% -12.2% 

 Office $78,762 $79,314 $78,906 -0.7% -0.2% 

 Commercial $89,214 $91,239 $84,294 -2.2% 5.8% 

 Health care $45,561 $45,801 $44,491 -0.5% 2.4% 

 Educational $93,506 $96,819 $99,026 -3.4% -5.6% 

 Religious $2,632 $2,853 $2,877 -7.7% -8.5% 

 Public safety $13,455 $13,654 $9,944 -1.5% 35.3% 

 Amusement and recreation $25,890 $26,160 $29,094 -1.0% -11.0% 

 Transportation $53,939 $55,436 $52,898 -2.7% 2.0% 

 Communication $23,370 $23,490 $23,453 -0.5% -0.4% 

 Power $111,248 $112,417 $99,904 -1.0% 11.4% 

 Highway and street $106,350 $112,152 $112,609 -5.2% -5.6% 

 Sewage and waste disposal $26,451 $26,043 $25,228 1.6% 4.8% 

 Water supply $18,506 $18,648 $16,385 -0.8% 12.9% 

 Conservation and development $8,584 $8,440 $8,860 1.7% -3.1% 

 Manufacturing $74,388 $74,132 $72,884 0.3% 2.1% 

Employment, SA (in thousands) May-20 Apr-20 May-19 Apr-20 May-19 
National Total Nonfarm 132,912 130,403 150,577 1.9% -11.7% 

Construction 7,043 6,579 7,478 7.1% -5.8% 

 Residential building 783 717 812 9.2% -3.6% 

 Nonresidential building 784 745 839 5.3% -6.5% 

 Heavy and civil engineering construction 1,027 994 1,074 3.4% -4.4% 

 Residential specialty trade contractors 1,964 1,804 2,083 8.9% -5.7% 

 Nonresidential specialty trade contractors 2,485 2,320 2,670 7.1% -6.9% 

Producer Price Index  May-20 Apr-20 May-19 Apr-20 May-19 
Inputs to Construction Industries 219.0 217.3 234.9 0.8% -6.8% 

 

CANADA CONSTRUCTION INDUSTRY OVERVIEW 

Indicator Values % Change from 
Construction Spending, SA ($Millions) Apr-20 Mar-20 Apr-19 Mar-20 Apr-19 
Total Construction $7,028 $12,435 $12,600 -43.5% -44.2% 

Residential $4,214 $7,798 $8,159 -46.0% -48.4% 

Nonresidential $2,814 $4,637 $4,441 -39.3% -36.6% 

Industrial $603 $821 $808 -26.5% -25.4% 

Commercial $1,397 $2,772 $2,583 -49.6% -45.9% 

Institutional and Governmental $814 $1,045 $1,050 -22.0% -22.4% 

Employment, SA (in thousands) May-20 Apr-20 May-19 Apr-20 May-19 
Total All Industries 16,474.5 16,184.9 19,050.4 1.8% -13.5% 

Construction 1,247.6 1,173.9 1,456.8 6.3% -14.4% 

Building Construction Price Index 2020Q1 2019Q4 2019Q1 2019Q4 2019Q1 
Residential Building 111.1 110.4 108.7 0.6% 2.2% 

Nonresidential Building 108.6 108.1 106.7 0.5% 1.8% 

 


