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responded on the current impact and outlook 
as follows:

• Most of the work for AEC firms has been 
deemed 'essential' which is helping to mitigate 
impacts, at least in the short-term 

• Although the US public sector has seen 
very little impact to date, there is concern that 
this could also slow given that some areas 
of the public sector don't have the same 
infrastructure to enable working from home 
which could build in delays

• The private and commercial sector is 
being impacted more deeply and more 
quickly - because of the typical ‘book to burn’ 
and shorter term contracts, and contract 
structures that can be modified, compared 
to those in areas such as water and 
transportation, a lot of which are longer term 
and pre-funded

• One of the most difficult aspects to the 
COVID-19 crisis is its unpredictability; projects 
can stop at any time so firms really need to 
be agile and shift to where new opportunities 

These were the key questions addressed by 
the second COVID-19 impact panel hosted 

by AEC Advisors on 9 April, in conjunction with 
its latest survey results looking at impacts 
of the coronavirus outbreak on the AEC 
(architecture, engineering and consulting) 
industry. Environment Analyst also presented 
the key takeaways from the first CEO Forum 
COVID-19 impact panel held two weeks prior 
to this at the end of March in an earlier briefing.

The latest virtual event saw CEO and senior 
level executives from more than 450 AEC 
firms sign up, representing annual revenues of 
around $110bn, and looking to share insights 
on how to navigate this unprecedented global 
crisis.

The panel-led discussion featured Andrej 
Avelini, president, AEC Advisors; Alex 
Rothchild, acting CEO, North America, Arcadis; 
Iver Skavdal, president, US, GHD; and Chris 
Rayasam, president & CEO, MurraySmith.  
[The comments below are not directly 
attributed to individual panellists, however].  

Adapting strategy and planning for the  
‘other side’

2020 & 2021 outlook and 
end-market impacts
Avelini opened the session referring to 
the findings of AEC Advisors’ most recent 
iteration of its ‘COVID-19: impacts on the 
industry’ survey (to which it received 254 
responses). They indicate that 2020 revenues 
are expected to decline by an average of 
5-20% (with a median decrease of 10%). But 
this number is very significant given that 
it would completely wipe out a 10% profit 
margin if there is no reduction in costs, Avelini 
cautions.

Meantime, the median percentage of 
backlog delayed has risen from just 2% in 
the first survey in March to 7% in the most 
recent, with the median percentage of backlog 
“earmarked for delay” doubling to 10%. 
The latest survey finds that private sector 
building projects face the most delays, while 
public sector infrastructure projects (water, 
transportation, etc) face the least. The panel 

Environment Analyst presents the latest COVID-19 impact 
survey findings from AEC Advisors, alongside a summary of its 
recent CEO Forum webinar, which focused on the evolving North 
American and global industry outlook and how firms can adapt 
their strategy and plan for the upturn.

How is the crisis impacting the outlook for this year and next? 
Which markets have been hardest hit? What are the tactical 
responses being deployed and how can firms lay the foundations 
emerge on the other side in the best possible shape? BY LIZ TREW

On client relationship management we’re reaching 
in up and down the organisational management 
structure

Iver Skavdal, GHD

“

https://environment-analyst.com/global/105255/insight-briefing-leadership-at-a-time-of-crisis
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open. This requires working together as a 
single united team, which is harder than ever 
given the connectivity challenges of remote 
working

• Be prepared to see multiple waves of 
impacts across different sectors and 
geographies the longer the crisis goes on 
for; which highlights the critical need to be 
nimble. The need for a diversified portfolio 
geographically was a key learning from the 
great recession a decade ago. If a company is 
dependent on one or two particular segments 
they will be likely to see greater impacts 
already, as will smaller firms by their nature

• “Take action and make changes fast - you 
can always come back from actions taken at 
a future point”; initially firms were planning for 
impacts lasting a couple of months, then 6-8 
months, and now it’s more likely to be at least 
12-18 months 

• The industry is often held to have a 6-12 
month lag going into and coming out of 
recession and so many are saying they are 
more concerned for 2021 than 2020. It will 
depend on how the project pipeline holds 
up, but given the speed at which things 
are happening the lag effect this time 
round could be much shorter, perhaps 1-3 
months. "By then we’ll have a steer on how 
fast clients are paying ('AR management is 
critical'), and what’s happening when we get 
to certain critical milestones on projects"; 
also "technology and client response time 
being what it is now feed into the idea that 
we’ll see the impact much quicker this 
time". Plus some clients are now much less 
concerned on the potential for governmental 
action against them for failure to comply with 
environmental regulations for instance than 
in the past

• Project start-up delays are another critical 
measure - although the panel is not seeing 
much of this yet. “Doubling down on the 
project pipeline might help us stay flat on the 
projects we win, so again highlights the need 
to take action earlier”

• “Watch that pipeline” - until a few weeks ago 
the industry was operating in a record long-
growth economy in the US so the backlog 
coming through now is based on work 
secured 60/90/100 days ago

AEC Advisors’ survey findings on the 
potential industry impact of the US 
government’s economic stimulus plan 
(the SBA/CARES Act which is bringing a 
programme of hardship loans and payroll 
assistance) suggests a split in opinion. Some 
55% of firms believe it will have a positive 

impact on their business, while 45% think it 
won’t [note this survey was undertaken before 
the $2tr infrastructure bill was announced, 
which should bring more of a long-term 
stimulus to the industry to help the US exit 
from recession]. 

In terms of general experience in markets 
outside of the US, the panel noted the 
“uniqueness of this event for its global-wide 
impacts”, but on an individual country basis 
the impact depends a lot on the speed and 
severity of government actions following 
WHO’s announcement in early March that 
there was a pandemic. But given earlier 
trajectories experienced in Asia, business 
in that region is now beginning to return to 
normal so ‘there is a light at the end of the 
tunnel’.

Strategies for responding to 
the new norm

• “In these types of economies be careful 
about going after contracts which you cannot 

win and of staff being tempted to pursue 
anything that moves”; hence the need to 
carefully watch the go/no-go’s and ensure that 
BD is really focused on real opportunities that 
match skills sets and also on ‘client care’

• Client relationship management - 
customers are struggling with similar issues 
to the firms in our industry, it’s essential 
to stay close to them; try to help them 
with their digital strategies, HSE protocols, 
operative training, field PPE requirements, 
supporting them to stay in business, etc. 
Reach in at multiple points up and down the 
organisational structure from CEO to project 
manager - and then share that intell 

• It’s important to keep up a good daily 
communications regimen to all staff “so 
they know we’ve got their back” and to give 
reassurance through being entirely open and 
honest if applying for business loans, etc

AEC’s data around furloughs and layoffs 
shows that these actions have increased 
sharply over the intervening two weeks 
between its two surveys. As of the first week 

Fig 1: Furloughs & Layoffs by Firm Size and Ownership  
Source: AEC Advisors’ CEO Survey (April 2020)
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The panel acknowledges it's still too early to 
judge if its a long-term solution as this a social 
industry used to face to face contact

• There are also the mental health issues of 
remote working to consider - there is concern 
that the current sense of urgency to get the 
work done and keep everything on track may 
start to dry up 

• Will the crisis change what functions are 
centralised or decentralised going forward? 
There are a lot of efficiencies to be gained 
based on where and functions are centralised 
(be it globally, regionally or operationally). The 
crisis has shown that some of the back office/
shared service functions certainly work well 
from the home environment. The crisis may 
force a review of whether it is indeed wiser to  
move to large urban locations (which is the 

of April, 51% of business leader respondents 
said their firm had made or were planning to 
make cuts, compared to 34% a fortnight prior. 
But interestingly Avelini points out that there 
seems to be no direct correlation between 
expected revenue decline and layoffs, “so 
decisions are likely to be driven by business 
culture”. 

However, as indicated by the chart above, 
larger firms are much more likely to take 
layoff/furlough actions than smaller ones. 
And employee-owned businesses are also 
more likely to hold on to their talent than 
public / private equity-based firms. Perhaps 
there is more of an ‘emotional relationship 
investment’ for owners to their staff than in 
non-ownership model firms?

• One philosophy where decisions on cuts are 
concerned is to be proportional; “try to neither 
overreact nor underreact to the situation”. 
Some firms do seem to be taking a ‘very far-
out response’ already

• Preserving expenditure is absolutely critical, 
but how the industry manages/retains its 
people, with employees being the biggest 
single asset and also cost, is equally so. 
There’s lots of noise about pay cuts (whether 
it's c20-30% for the senior leadership teams 
or across the board), but leveraging PTO 
[paid time off] is an alternate option to avoid 
salary/401K cuts to help the business through 
the situation and avoids hurting people (and 
this can be a voluntary programme). But the 
latter probably has only a limited time horizon 
(three months?) before there is a need to 
move to other strategies if this becomes a 
protracted downturn

• Some employees are volunteering to alter 
their schedules and reduce work hours to 
help cover childcare too, which can help. 
“Sometimes a crisis really brings out the best 
in people working to a collective goal”

• Where pay cuts are implemented it may well 
be an overreaction but there can be a reward 
later on, however “you can’t take money back 

after its been paid”

• Flexibility where staff are not wanting to 
work in the field is important - “it’s a very 
personal response” depending on their age, 
health, and those of their family members, etc, 
but there shouldn’t be any retribution in opting 
out of that for desk-based work. “Training, 
procedures/tools in place and the right PPE 
will give field staff confidence to be there”

• Hanging onto the best people for the upturn 
is crucial, and in a smaller firm where each 
person can be 60% billable with their own 
strategic client relationships it's really not 
desirable to let them go

• Some of the larger firms in the survey 
may be taking decisions that should have 
been made before; “all of us have pockets of 
underperformance that we tolerate through 
the good times” and they be the first to be 
addressed in a bearish climate

• Can teams that are working remotely 
successfully keep the pipeline going? The 
panel consensus is that client relationships 
can still remain just as close working 
remotely; new proposals and submittals are 
still happening 

• Utilisation will be important to watch, but 
bear in mind there could be a false picture 
given that certain admin tasks, external 
conferences, travel to clients, etc, no longer 
factor in. "Better to also watch billable effort 
per week with utilisation"

• A key question arising from the COVID-19 
response is can the remote working continue 
at scale and at length for another two or three 
months, or transition permanently in the long-
term? It represents an amazing achievement 
that the industry has moved to work from 
home in the space of week, the mass 
movement of thousands of staff, “anyone 
would have said before all this it couldn't be 
done and it probably couldn’t have happened 
even three or four years ago but it's really 
thanks to the technology and systems we 
have been putting in place for a while now”. 

“There are unprecedented 
M&A opportunities for  
the very brave
Andrej Avelini, AEC Advisors

There’s still a need to look at actions to set us up  
for long-term growth on the other side

Chris Rayasam, MurraySmith
“
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direction many firms were heading) than lots 
of smaller suburban offices  

• Cash flow and ‘cash is king in this crisis’ - 
there’s anecdotal evidence some clients are 
actually trying to do their payments faster, but 
whether that will last? One panellist said: “Our 
CFO has a motto to bill everything like you’ve 
never billed before..so we’ve gone for a zero 
WIP [work in progress/unbilled labour] goal 

(from 16 days) which is really unprecedented 
in this industry...and this will really pay off for 
us in the next 30-60 days in terms of building 
cash reserves.” The next challenge will be to 
hold it there!

• There may be scope to explore rent deferrals 
or reductions given that most offices are 
almost empty or closed

• M&A activity - around three-quarters of firms 
in the survey said there was no change to their 
acquisition strategy, while for around a quarter 
plans are now on hold. But AEC notes that a 
few firms are looking to be “more aggressive” 
given the “unprecedented opportunities right 
now for the brave” and those with a hard cash 
position

• Internal stock valuations are taking a hit for 
the majority of employee-owned firms, but to 
a “significantly lower degree” than for publicly-
traded stocks (which are down 35%)

Preparing for the other side

Undoubtedly a lot of changes are going to 
come to this industry in the wake of ‘the great 
2020 lockdown’:

• It seems likely that we are still 12-18 months 
from a vaccination being available so we may 
need to plan for people to start coming back 
to offices in shifts

• It is very unlikely that all employees and 
clients will return to working in the office 
environment as they once did, but “face to face 
is cultural in this industry”. It will be important 
to reassess what real estate footprint is 
needed going forward (as well as if the trend 
to open plan working remains appropriate). If 
the office footprint could be reduced by two-
thirds, that would have a significant impact 
on margins. But there are trade offs, like IT/
infrastructure expenses

• The future will almost certainly be that 

“we’re going to be able to hire and retain 
employees regardless of where they live or 
if there’s an office close by” - this opens up 
considerable opportunities 

• “As CEOs and business leaders there is 
a need to keep looking at the five-to-ten 
year horizon which shouldn’t be hurt by the 
short-term focus”. Look at actions to set the 
business for long-term expansion (pivoting 
towards winning FEMA work in the wake of 
Hurricane Katrina three years ago for instance 
is paying off now three years down the line)

• One strategy is to have ‘tiger teams’ who 
are looking for the ‘next wave’ of market 
opportunities and what can be offered in 
support in terms of digital services, field work, 
etc. “With the infrastructure stimulus package, 
we’re hoping it will be a ‘shovel-ready’ initiative 
and we’re already working with our clients to 
try and work out where the first flushes of this 
will come through”

• One absolutely fundamental shift to come 
from all this will be a further dive into the 
digital space; in terms of what the industry 
can offer to clients as well as the faster rise 
of social media/social networking 

• Market structure - there is going to be a 
‘sorting out’ of firms in the industry through 
clients seeing which providers have the 
capabilities, systems and processes, as well 
as financial strength to support them through 
a crisis like this, and the firms that don’t. So 
as in other recessionary times there will be a 
sifting and industry shake-up

• Remember this crisis will pass and the 
industry will be better off for it the other side

With thanks to the panellists and AEC 
Advisors: 
 www.aecadvisors.com.
For more information visit:
www.environment-analyst.com/global

“There’s going to be 
a sorting of firms in 
the industry as clients 
see which have the 
capabilities, systems 
and processes, as well 
as financial strength to 
support them
Alex Rothchild, Arcadis

http://www.aecadvisors.com
http://www.environment-analyst.com/global
http://www.environment-analyst.com/webinars
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