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Both the insurance and construction industries have been through challenging times in recent
years, and the challenges are not over. Our keynote speakers, executives from the construction

and insurance industries, will discuss strategies and tactics companies have employed that affect-

ed their ability to weather one of the most severe economic downturns in history or positioned

the companies to prosper in the future. By examining both the good and bad decisions construc-

tion companies or insurers made, and the impact these decisions had on their ability to respond

to challenges, risk and insurance professionals can help position their companies or clients to

not only survive, but to thrive, in the future. 
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Hugh L. Rice

Chairman

FMI Corporation

Mr. Rice is a keynote speaker for Tuesday’s General Session. He joined FMI in 1972 and opened the Den-

ver office in 1979. He created the firm’s Mergers & Acquisitions Group, which has completed more than

500 construction industry acquisitions since inception. He served as Chief Executive Officer of the firm un-

til 2003. Mr. Rice’s major consulting activities include stock valuations, ownership transition planning, merg-

er/acquisition advice, strategy development, and capital services.

Because of his expertise and experience in dealing with strategy and ownership issues in the construction

industry, Mr. Rice is frequently asked to speak before groups of international scope. Over the past 2 de-

cades, he has made presentations to virtually every major construction industry organization in the United

States. He is on the board of directors or advisory board of several major construction firms.

Mr. Rice has written numerous articles on strategy and ownership issues for the construction industry and

has been published in dozens of industry publications. 

Mr. Rice holds a bachelor of science degree in electrical engineering from the Georgia Institute of Technolo-

gy and a master of business administration degree from the University of North Carolina at Chapel Hill. He

has been active in many organizations over the years, including the Institute of Management Consultants,

Construction Financial Management Association, Associated General Contractors of America, and The

Beavers. He was awarded the Golden Beaver Award for Service and Supply in 2005. He currently serves

on the advisory board for the Burns School of Real Estate and Construction Management at the University

of Denver.
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� Reality versus perception

� Largest volcano

� Man on the moon

© FMI C orpora ti on 2009 
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“You can never plan the future by the past”

--Edmund Burke, political philosopher (1729-1797)

© FMI Corpora ti on 2009 
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“We learn from history that we learn 
nothing from history.”

—George Bernard Shaw

© FMI Corpora ti on 2009 
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“A thing long expected takes the form of the 
unexpected when at last it comes.”

—Mark Twain

© FMI Corpora ti on 2009 
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“History doesn’t repeat itself, but it rhymes”

—Mark Twain

© FMI Corpora ti on 2009 
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Inflation Remains Under Control

Rate of Consumer Price Inflation 1978 – 2009
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Change in Producer Prices for Construction versus Consumer 

Prices, 2003 – 2009 (December 2003 = 100)
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Jobs and Unemployment

Construction Unemployment Rates (1951 – 2009)

Source:  U.S.  Department  of Labor

0.0%

5.0%

10.0%

15.0%

20.0%

25.0%

19
51

19
56

19
61

19
66

19
71

19
76

19
81

19
86

19
91

19
96

20
01

20
06

Construction  Unemployment U .S. Unemployment

© FMI Corpora ti on 2009 

10

Construction Put In Place and GDP

Years 2008 Through 2013 - FMI Forecast

GDP
$ Billions

Construction  
$ Billions
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Constant $ Put in Place Construction
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Only a Five Percent Increase in Home Ownership Led

to a Housing Market Collapse
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Mortgage Equity Withdrawal's Impact on GDP

GDP Growth: With and Without Mortgage Equity Withdrawal
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Housing Delinquencies and Foreclosures

Total Delinquencies and Foreclosures

Source: T2 Partners LLC, Over view of the Housing/Credi t Crisis, Mortgage Bankers Association

© FMI Corpora ti on 2009 

16

Housing – It’s not over

Months Supply

Price Change

% Delinquent or in
Foreclosure

Apartment Vacancy

1.9 Months - Sacramento
15.7 Months - Charlotte

-31.0%  - Las Vegas
+2.9%  - Boston

27.0%  - Miami
7.5%  - Portland

7.8%  - Highest in 23 years

© FMI Corpora ti on 2009 
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But Subprime Mortgages Are a Tiny Part of 

the Problem

Source: T2 Partners LLC, Overview of the Housing/Credi t Crisis, Flow of funds data and Paulson estimates
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Commercial Real Estate Delinquency Rates
Seasonally Adj uste d
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Source: U.S. Department of Commerce and Wachovia

Office Supply & Demand
Completions (Millions of SF), Net Absorption (Millions of SF) and Vacancy Rate
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Office Vacancy Rate: Q1 @ 15.3% (Left Axis)
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Securitized: Q1 @ $632B

Moody’s/REAL Commercial Property Price Index (CPPI)

© FMI Corporat ion 2009 
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The world has changed – short term!

- Credit/liquidity crisis
- Housing/mortgage depression
- Commodity price increases
- Declining dollar
- Global slow down/decreasing U.S. exports
- Recession how long? How deep?
- Bulging Federal deficit
- Tax increases on the horizon

© FMI Corpora ti on 2009 
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The world has changed – short term!

- Inflation? How much? (41% vs. 19%)
- Rising unemployment. How high?
- Reduced consumer confidence/biggest decline 
since 1990-1991
- Falling tax receipts/State budget problems
- Record personal debt
- First significant recession in 20 years

© FMI Corpora ti on 2009 
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Construction Spending Put in Place*

Adjusted for inflation (2000)
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*Slide is for illustrative purposes only; this is not a forecast
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Where will you be in 10 years? (1 of  2)

• Encompass Services Group

• Guy F. Atkinson

• IT Group

• JA Jones

• Morrison Knudsen

• Railworks Corporation

• Stone & Webster

• Dillingham Construction

© FMI C orpora ti on 2009 
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Where will you be in 10 years? (2 of  2)

• JWP Group

• Raymond International

• Modern Continental

• The Austin Company

• Dick Corporation

• Morse Diesel/AMEC

• T.L. James

• Fishbach & Moore

© FMI C orpora ti on 2009 
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Contractor Failure Chain

Causes Behind the Causes (2 of 6)Mind 
of the 

Contractor

Culture and 
Systems

o f the 
Organization

Nature
of the 

Construction 
Industry 

Company 
Performance

Bankruptcy 
Doom Loop

Failure 
Chain 

Reaction 
Mod el

General 
Economic 
Conditions

Causes Behind the Causes (2 of 6)Mind 
of the 

Contractor

Mind 
of the 

Contractor

Culture and 
Systems

o f the 
Organization

Culture and 
Systems

o f the 
Organization

Nature
of the 

Construction 
Industry 

Nature
of the 

Construction 
Industry 

Company 
Performance

Company 
Performance

Bankruptcy 
Doom Loop
Bankruptcy 
Doom Loop

Failure 
Chain 

Reaction 
Mod el

General 
Economic 
Conditions

General 
Economic 
Conditions

Source:  FMI Research on “Why Contractors Fai l”, FMI Quarterly, Issue 2, 2007, pg 56.
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Nature
of the 

Construction 
Industry

Project Timing 

Derived Demand 

Hyper-Competitive 

Hard Bid Process

Industry Cycle

Manpower Shortage

High Leverage

Unique Projects 

Failure Chain 
Reaction 

Model

Nature of the Construction Industry

Source:  FMI Research on “Why Contractors Fai l”, FMI Quarterly, Issue 2, 2007, pg 57.
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General 
Economic 
Conditions

Demographics 

Government Policy

Tax Law

Bonding Status

Global Economy

Material Shortages

Interest Rates

Consumer Confidence

Failure Chain 
Reaction 

Model

Source:  FMI Research on “Why Contractors Fai l”, FMI Quarterly, Issue 2, 2007, pg 57.

General Economic Conditions

© FMI Corpora ti on 2009 
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Strategic Planning 

Capital Reserves 

HR Systems 

Corporate Culture 

Public vs. Private 

Project/Owner Selection 

Succession Planning 

Financial Discipline

Innovation Process 

Culture and 
Systems

of the 
Organization

Failure Chain 
Reaction 

Model

Culture and Organization Systems

Source:  FMI Research on “Why Contractors Fai l”, FMI Quarterly, Issue 2, 2007, pg 59.

© FMI Corpora ti on 2009 

30

Mind 
of the 

Contractor

Numb to Risk

Driven to Grow

Hyper-optimistic

Overconfident

Action Oriented

Afraid of Layoffs

PM vs. CEO 

Feast or Famine 

Failure Chain 
Reaction 

Model

The Mind of The Contractor

Source:  FMI Research on “Why Contractors Fai l”, FMI Quarterly, Issue 2, 2007, pg 60.

© FMI Corpora ti on 2009 
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Causes Behind The Causes

Poor Strategic
Leadership

Inadequate 
Capitalization

Excessive
Ego

Lack of
Discipline

Inadequate 
Capitalization

Excessive
Ego

Loss of
Discipline

Too Much 
Change

62% 90% 45% 58%

76%

© 2009 FMI Corporation
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Causes Behind The Causes
Poor Strategic

Leadership

Inadequate 
Capitalization

Excessive
Ego

Poor
Financial

Performance

Lack of
Discipline

F A I L U R E

Capital 
Erosion

Nature
of the 

Construction 
Industry

General
Economic

Conditions

Inadequate 
Capitalization

Excessive
Ego

Loss of
Discipline

Too Much 
Change

© 2008 FMI Corporation 32



G
e
n

e
ra

l S
e
ssio

n

21

33

Most-Agreed-To Criteria of Success

Top Checklist Items That Indicate Success
Operating with integrity (87%)
Customer satisfaction (77%)
Company’s reputation in community and industry (74%)
Accomplishing the company’s mission (72%)
Employee satisfaction (70%)
Thriving organizational culture (66%)
Superior safety record (64%)
Quality workmanship (61%)
Survival (being financially solvent; not in bankruptcy) (52%)
Above-average (or higher) profitability (50%)

© FMI C orpora ti on 2009 
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Most Top-of-Mind Success Criteria

Top Self-Generated Items That Indicate Success
Profitability/profit-related (79%)
Customer satisfaction (73%)
Employee satisfaction (65%)
Company’s reputation in community and industry (51%)

© FMI C orpora ti on 2009 
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Industry Trends

• Market forecast

• Demographics

• Consolidation

• Public Private Partnerships

• Virtual construction

• Productivity

• Industry Restructuring

© FMI C orpora ti on 2009 
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Market Forecast

• Federal Government   

• Other Markets

© FMI C orpora ti on 2009 
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Demographics

Immigration
� 35% to 40% of population growth
� Hispanic/Asian

Migration West and South

Aging work force
� Shrinking group age 25 to 35

Depopulation in most of developed countries

Poor technical skills of graduates

Women better educated

© FMI C orpora ti on 2009 
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Consolidation

• Global market place

• European, Japanese, Chinese

• Acquisitions in all sectors
� Building
� Civil
� Industrial
� Materials
� Specialty

© FMI C orpora ti on 2009 
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Public Private Partnerships

• Depletion of Highway Trust Fund

• Resistance to tax increases

• ROTW doing it

• Spanish influence

• Political realities in United States

© FMI C orpora ti on 2009 
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Virtual Construction

• BIM/technology

• Redefinition of roles

• Engineers Contractors

• Subcontractors          Generals

• Developers           Generals

• Proliferation of delivery methods

• Modularization

• Manufacturing influence

• Productivity
© FMI C orpora ti on 2009 
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The Labor Productivity Opportunity

Percent Improvement 8-Hour Day Percent Increase in 
Profitability

2% 9.6 minutes 20%

5% 24 minutes 50%

10% 48 minutes 100%

© FMI Corpora ti on 2009 
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Source: Industrial In fo Resources

Global Competition

© FMI Corpora ti on 2009 

44

“The manufacturing plant of the future will 
be staffed by a man and a dog. The man is 
there to feed the dog. The dog is there to 
keep the man from touching the 
equipment.”

© FMI Corpora ti on 2009 
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� Energy consumption going up

� Energy conservation focus

� Technology = energy

� Smart buildings/highway

� Prefab/modular

� Wind/solar/geothermal – energy

� Integrated project delivery

� Mechanical/electrical drive the project.

© FMI Corpora ti on 2009 

Subs – the New Generals?

46

� 17 of the top 25 engineering firms are in the contracting 
business

� Trends at E&C level affect the rest of the industry

� Growth of design/build

� Battle for dominance – designers vs. contractors

© FMI Corpora ti on 2009 

Convergence of Design and Construction



28

47

The world has changed – long term!

- China/India/Russia

- Brazil/Middle East

- Global warming (climate change)

- Radical Islamists

- Energy costs/availability

- Capital availability
© FMI Corpora ti on 2009 
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The world has changed – long term!

- Immigration/migration

- Aging population

- Global economy

- The internet

© FMI Corpora ti on 2009 



G
e
n

e
ra

l S
e
ssio

n

29

49

Performance Problems Will Emerge When Context Changes

but Strategy Does Not

New Context

Old Strategy

© FMI Corpora ti on 2009 

50

The “New Normal”

Competition

Government 
Regulation

Use of Leverage

Surety Market 
Turbulence

New Context

Old Strategy

Litigiousness 

© FMI Corpora ti on 2009 
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What drives construction?

– Demographics

– Politics/societal demands

– Consumer demand

– Economic growth

– Technology advances

– Infrastructure needs

– Security concerns

– Affluence

© FMI Corpora ti on 2009 
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Changing Legislative Environment 

Climate Change Legislation Introduced by Congress
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110th Congress (current) is on pace to introduce more than 
twice as many climate-change related bills as previous session

Source:  Pew Center on G lobal Clim ate Change. Com piled by F MI .

© FMI C orpora ti on 2009 
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Long Term Opportunities

Market
Power

Energy

Water

Environmental

Telecommunications

Healthcare

Residential

Transportation

DOD/Public Safety

Education

Driver
-Demographics/environmental/infrastructure

-Politics/environment/economic growth

-Demographics/infrastructure

-Politics/environment

-Technology/consumer demand

-Demographics/consumer demand

-Demographics/economic growth

-Infrastructure/demographics

-Security/politics

-Demographics/infrastructure

© FMI Corpora ti on 2009 
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� Strategy
• Being in the right markets

� Execution
• Do the right things right

� Leadership
• Have visionary leaders / right culture

� Pricing / Risk Management
• Right fee for the right owner

� Capital
• Live to fight another day

© FMI Corpora ti on 2009 
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Hugh joi ned FMI  in 1972 and opened the Denver off ice in 1979.  He created the f irm ’s M ergers & 
Acquisi tions Group,  which has completed over 500 constructi on i ndust ry acquisi tions since i ncept ion. He 
served as CEO of  the f irm unt il 2003.  Hugh’s major consult ing activ it ies inc lude stock valuat ions, 
ownership t ransi tion planning, m erger/acquisit ion advice,  strategy developm ent,  and capi tal serv ices.

Because of his  expertise and experience in dealing with st rategy and ownership issues in the construct ion 
i ndust ry, Hugh is frequently  asked to speak before groups of  national scope.  Over the past  two decades,  
Hugh has made presentat ions to virtually every m ajor constructi on indust ry organizat ion i n the United 
S tates. He is  on the Board of  Directors or Advisory Board of  several m aj or const ructi on f irms.

Hugh has writ ten num erous artic les on strategy and ownership issues for the const ruction indust ry and 
has been publ ished in dozens of  industry publicat ions. Addi tionally,  he is on the Editorial Board of  the 
Journal of Construct ion Account ing and Taxation.

Hugh holds a bachel or of  sc ience degree in elect ri cal engi neering f rom  the Georgia Institute of 
T echnology and a master of business administ rat ion degree f rom  the Universit y of North Carolina at 
Chapel Hill .  He has been act ive i n many organizat ions over the years, includi ng the Inst itute of  
M anagem ent  Consultants, Const ruction Financial Managem ent Associati on,  Associated General 
Contractors of  Am erica, The Moles and The Beavers.  He was awarded the Golden Beaver Award for 
Serv ice and Supply i n 2005 and el ected to The National Academy of  Const ruction in 2007.   He current ly 
serves on the Advi sory Board for the Burns School  of Real Estate and Constructi on M anagem ent  at  the 
University  of  Denver.

Hugh L.  Rice
FMI Corporat ion
55 Madison Street
Suite 410
Denver, CO 80206

Tel :  303.377.4740
Fax:  303.377.3535
E-mail:  hrice@fminet.com
Web si tes:  www. fm inet .com  |   
www.fmi source.com

Hugh L. Rice

© FMI C orpora ti on 2009 
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FMI is the nation's largest provider of ...
Management Consulting and Investment Banking to the 
worldwide construction industry. Founded in 1953 by
Dr. Emol Fails, FMI delivers innovative, customized 
solutions to contractors; construction materials producers; 
manufacturers and suppliers of building mater ials and 
construction equipment; facility owners, managers, and 
developers; engineers and architects; surety companies; 
and industry trade associations. 

© FMI Corpora ti on 2009 
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