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Recession Kills

6,000 Construction Firms

Damning report from the Insolvency
Service shows that construction has been
worst hit by the ongoing recession with
over 6,000 companies going to the wall
since September 2010.

The Insolvency Service’s official
insolvency statistics came out this
morning revealing a loss of 868
construction firms in the last quarter
alone, a total of 5460 construction
firms out of business since January
2011 and 6146 since September
2010. The only good news was that
the number of firms out of business was
6.06% lower than in Quarter One.

the banks are becoming less tolerant of
struggling construction companies and
forcing them out of business.

What was significant was the 12% rise
in the number of construction
companies forced into compulsory
liquidations compared to a drop of
13.9% across all other business
sectors; construction and property firms
also made up 23% of the total number
of all businesses in England and
Wales forced into compulsory
liquidation which would suggest that

Alan Harris,
director at
specialist
construction risk
management
firm, CR
Management
says, “The
construction
industry continues

In comparison the number of
voluntary liquidations dropped by
15% but still make up 15.6% of
companies across all sectors in
England and Wales voluntarily
entering liquidation.

to jog along the rough and uneven
road to recovery which now looks to
be a long way off. As a
consequence a number of main
contractors that we are working with
are looking again at their structures
with a view to making further
efficiency cuts in order to compete in
the current and projected market and
more will follow suit, although for
some they will have left it too late
“Over the past quarter it has been
noticeable that the companies
becoming insolvent are of a larger
size and hence are having a greater
impact on the market. In particular a
number of mechanical and
electrical contractors have
ceased trading putting
increasing pressure on main
contractors to find replacement
subcontractors who will
guarantee the original
work. This also puts
increasing pressure
on programme
times leading to the
possibility of
projects falling
behind and all of
the cost
ramifications this
carries.”

Please visit The Builders’ Conference website www.buildersconference.co.uk/newsandevents

THE INSIDER

Construction
Wins
Gold

It was seven years ago
but I still vividly recall
my reaction to the
announcement that
London had won in its
bid to host the Olympics.
My initial feeling was one of unbridled
elation and national pride. But then
the curmudgeon genes kicked in and I
began to lay out my own personal
nightmare scenario of what a London
Olympics might look like: an opening
ceremony comprising some Morris
dancers, a few beefeaters and a few
hundred boy scouts parading about in
a melange of pageantry and Cockney
knees-up; the capital’s traffic at a
standstill and road-rage murder at an
all time high; and the construction of
all the stadia and facilities subcontracted to a small building
company from the outskirts of Gdansk.
While the deployment of ground-to-air
missiles on the roof of Stratford tower
blocks was a bit of a surprise, and the
fact that the private security company
contracted to ensure the safety of
athletes and spectators would choose
to use the “postcard in the newsagent’s

window” recruitment method
was just a tad unforeseen, I
don’t think anyone truly
expected the UK
constructions sector to make good on
its promise in such a spectacular and
noteworthy fashion.
While we eschewed the opportunity to
“do a Beijing” and create a stadium in
the likeness of a national dish – if they
can have a Bird’s Nest stadium, why
can’t we have the Yorkshire Pudding
Arena – we have ticked just about
every other conceivable box in the run
up to what promises to be an
unforgettable Games.
Not for us the laying of running tracks
just a few metres ahead of Usain Bolt’s
size 13s; or an athlete’s village with a
single, unpredictable unisex toilet to
share among 11,000 competitors.
During a period when it has been the
whipping boy for both the global and
local economies, when it has been
forced to jump through ever-more-

ridiculous legislative hoops, and when
it is burdened down by red tape and
unnecessary bureaucracy heaped
upon it by people that have never
worn a hard hat in their lives, UK
construction came good.
So when the Games finally close and
the gold medals have been evenly
distributed among the superhuman
Jamaicans, the pharmaceuticallyenhanced Chinese, and the
weightlifters from an Eastern Bloc
country that was just a small hamlet
before the break-up of the Soviet
Union, I hope they have one going
spare. And I sincerely hope they
hang it around the neck of the first hard
hat and high vis’ wearing construction
worker they come across.

The Insider

Commentary From Neil Edwards
Chief Executive - The Builders' Conference Trade Association

What Is
OUR
Olympic Legacy?
The UK construction did the nation proud
in the run-up to the London 2012 Olympic
Games. And yet it is currently languishing
in the doldrums. The Builders’ Conference
CEO Neil Edwards reports.
Long before the likes of Jason
Kenny, Heather Stanning and
Helen Glover became household
names; long before Sir Chris Hoy
and his thighs achieved official
superhuman status; and long
before Jessica Ennis impressive abs
were offset with an equally
impressive gold medal, the
London 2012 Games had
already thrown up its fair
share of Olympic heroes:
The architects that had
designed a series of
stadia, sporting venues
and facilities that
are a match for
anything
anywhere in

the world; the numerous project
managers that brought together
and channelled countless
contractors, sub-contractors and
specialists; and the builders that
brought the whole thing home on
time and – depending who you ask
– on budget.
But while Hoy and sideburn revivalist
Bradley Wiggins can look forward
to a future of bicycles of purest gold
and Jessica Ennis, Victoria Pendleton
and Zara Dampney become regulars
in the “lad’s mags”, the construction
industry’s Olympic heroes face a
rather more uncertain future.
Indeed, as you will note from this
month’s front page, our industry has

lost more than 6,000 of its number
since the pre-Olympic building
programme entered the home
straight. And while the number of
insolvencies has thankfully slowed,
short and medium term prospects for
UK construction remain far from rosy.
The latest statistics from our BCLive
league table continue to make
troubling reading with the total of
contract awards for July down £200
million on the previous month. To
make matters worse, this comprised
547 individual contracts compared
to 343 in June, once again
highlighting the fact that we are all
working harder for less.
Against this background, Laing
O’Rourke emerged victorious this
past month, securing £237 million
worth of work including a £150
million C422 contract for the
upgrading of part of Tottenham
Court Road underground station.
Mace came in a creditable
second place with £70 million
worth of work including an office
fit-out job won against stiff
competition for Great Rope
Partnership. Sir Robert McAlpine
– which topped the June table with
£795 million – came in third with
£110 million, while Morgan Sindall
continued to reign supreme at the
top of the number of contracts
won league with a total of 12
secured in July for a combined total
of £35.8 million.
All of this comes in a month that saw
the number of tenders fall by 10
percent on the previous month.
Sure, July is traditionally a month in
which holidays take precedence
over tenders, and the nation’s
Olympic obsession might also have
pushed things back a bit. But a fall
in tenders now means a fall in
workload in the future. And, given
that we’re already bumping along
the bottom, there’s not much further

down we can
actually go.

We want 2012
to be remembered as the year
that put the Great back into
Britain; not the year that
finally broke the heroes of
this industry

In the past few
weeks, the
Government has
appointed a
new Chief
Construction Advisor
with Peter Hansford
picking up the baton
from Paul Morrell.
As someone with a civil engineering
bias, we sincerely hope that he will
bring pressure to bear on the
Government to kick-start its
infrastructure spend and to ring-fence
the money needed to push ahead
with the planned nuclear power
upgrade (we don’t want to end up
like India with half the country
plunged into darkness).

sford

Peter Han

Paul Morre

ll

To view a video of Neil Edwards
discussing this past month’s BCLive
league table, please visit:
http://tinyurl.com/9shce2v

Not As Bad
As We Thought....
Maybe
That the UK is back in technical
recession there can be very little doubt.
But with inflation falling and an
increasing number of business surveys
portraying positive growth, the depth of
the trough is being called into question.
Mark Berrisford-Smith, HSBC’s Head of Economics, UK
Commercial Banking takes a look at the figures.

The British economy is back in
‘technical’ recession, with official
statisticians reckoning that GDP has
now contracted for three successive
quarters, with a steep fall of 0.7%
reported for the second quarter of
2012. The growth projections for this
year have therefore been revised
down, not because of any change of
view about what happens from here
on, but purely on account of the worsethan-expected start to the year. GDP is
therefore now expected to expand by a
marginal 0.1% in 2012 as against the
previous forecast for growth of 0.8%.

Erratic Factors
There have clearly been erratic
factors at work which have acted to
depress the official GDP readings,
including a fall of a tenth in
construction activity, the interruption
to gas production from the North
Sea following the shutdown of the
Elgin platform, the Diamond
Jubilee, and unusually wet weather.
But there is also a strong suspicion
that something is awry with the
official data.

The PMI (Purchasing
Managers’ Index) surveys weakened
during the second quarter, but the
responses point clearly to continued
expansion, albeit weak, in the private
sector. The composite PMI, which
aggregates the responses from the
manufacturing and services sector
surveys, produced an average
reading of 54.9 in the first quarter
(consistent with modest expansion),
slowing to 52.1 (suggestive of
sluggish growth, but growth
nonetheless) in the second quarter.
Perhaps more telling has been the
recent improvement in the labour
market. Not only has the number of
unemployed fallen, but the number of
people in work has increased, and at
a solid pace. Indeed, the Labour
Force Survey now reports that the
number of people in work, at 29.55
million in the period from March to
May, was at its highest since 2008. It
may be reasonable for employers to
hold onto skilled and loyal staff during
a downturn in the expectation of
better times ahead and bearing in
mind the costs involved in firing and
hiring. But to actively recruit more
people would be verging on insanity.
So unless the UK’s business community
has collectively gone
soft in the head, it seems more likely
that they are recruiting to meet
tangible improvements in demand,
which ought to be reflected in the
official GDP data. So, expect
some hefty revisions and an
accompanying political row at some
point in the future.
Infrastructure Projects
The approach of the Government and
the Bank of England during the past
few months can best be described as
‘looking busy’. There have been a
series of announcements about
infrastructure projects, but these will
make only a minor difference in the

great scheme of things and even the
underwriting of £40 billion won’t
deliver any diggers on the ground
until next year. Meanwhile, the Bank
of England has implemented another
raft of quantitative easing, taking the
total of asset purchases from £325
billion to £375 billion. But this
approach has little mileage left in it,
and even the Bank of England
suspects that each successive bout is
having a diminishing impact. More
important was the announcement in
June of the Funding for Lending
Scheme (FLS), which aims to offer

banks cheap finance provided that
they lend it on to households and
businesses.
All of these measures are worthwhile
in themselves, but they are only
palliatives. They cannot lift an
economy from recession or stagnation
back to trend growth, nor can they
drown out the noise coming from the
ongoing and unresolved debt crisis in
the Eurozone. Far more important than
anything the policymakers have done
or are likely to do is the rapid easing
of consumer price inflation. Helped by

There is a good chance
that the annual rate of inflation will
be back below the 2% target before
the end of the year

lower oil prices, the headline annual
rate has tumbled from 3.5% in March
to just 2.4% in June. With the
government also deciding not to go
ahead with the planned increase in
fuel excise duty in August, there is a
good chance that the annual rate of
inflation will be back below the 2%
target before the end of the year. This
will effectively end the long and harsh
squeeze on households’ real
disposable incomes, which has been
a principal cause of the UK’s weak
economic performance since the
second half of 2010.

Olympic Fillip
With the usual caveat about
containing the Eurozone’s debt crisis,
the going will get easier for the
British economy from here. The
Olympics will give a welcome fillip
in the third quarter, not least because
the amount spent on tickets will then
be taken into account. Then, by the
autumn inflation should have
abated sufficiently to begin giving
consumers a little headroom to
increase their spending.

While trading conditions
for many exporters are likely to
remain tough on account of the
difficulties in the Euro Area, British
firms are re-focusing their efforts
towards other markets
Nobody should expect a return to the
free-spending days pre-2007, but

even a transition from declining
household expenditure to modest
growth will make a marked difference
to the economy’s overall performance.
Having declined by 1% in 2011 and
likely to be flat this year, consumer
spending is expected to grow by
around 1.5% in 2013. While trading
conditions for many exporters are likely
to remain tough on account of the
difficulties in the Euro Area, British firms
are re-focusing their efforts towards
other markets; if demand holds up in
the USA and the emerging economies,

it is still likely that net trade (the
difference between exports and
imports) will make a modest positive
contribution to economic growth
during the next 18 months. The
biggest imponderable is fixed
investment, which has been running at
very depressed levels in the past few
years, not only on account of
government spending cutbacks, but
also because of a loss of confidence
by the private sector. If the typical postrecession investment recovery was to
get going during 2013, then there
would be a very good chance of the
economy beating the growth forecast.
In the meantime the Bank of England
will continue to keep monetary policy
extremely loose. Even if everything
works out as well as can be
expected, no interest rate rises are
anticipated before the early months of
2014, with progress thereafter being
gradual. The Government, for its part,
will hope that a modest revival of
consumer expenditure will ease the
pressure for a change to its fiscal
stance. The government’s record low
borrowing costs and the UK’s ‘AAA’
rating cannot be taken for granted.
By the standards of many other
countries, especially in the Eurozone,
Britain is already taking a fairly laidback approach to fiscal austerity. Further
slippage, or a change of tack, would
not go down well with the markets.

Hoping
For A Quiet
Summer?
The Eurozone banking crisis has rarely
been out of the news for the past few
years, and the news has been almost
exclusively bad. But, following lengthy
negotiations at the end of June, there is at
least a shred of positivity, as HSBC’s
Mark Berrisford-Smith reports.
In the early hours of Friday 29th
June the bleary-eyed leaders of the
EU’s 27 members emerged from yet
another long night of tough
negotiations. This was the 19th
Summit since the sovereign debt
crisis blew up late in 2009, and
with the exception of Summit 17
which took place early in December
of last year, it presented the leaders
with the most intractable set of
circumstances.

After a period of quiescence at the
start of the year, the debt crisis
re-ignited over concerns about
whether a newly-elected Greek
government would repudiate the
terms of its international bail-out,
and the solvency of Spain’s banks.
The Summit’s most urgent task was
therefore to break the negative
feedback loop which had
developed between sovereign debt
and the banking system.
Given the long and tangled history
of this crisis it’s natural that
expectations were fairly muted
ahead of this latest gathering. But in

a gruelling session lasting thirteen
and a half hours, progress was
made on the issues of banking
supervision, relieving the strain
faced by Spain and Italy in raising
finance from the bond markets, and
in setting out a road map towards a
closer economic and political union.
Changed Political Landscape
Since the last Summit in March, the
political landscape of the EU has
been radically altered by the
election of Francois Hollande as
President of France. This has made
it possible for France, Italy, and
Spain to forge a powerful antiausterity alliance to challenge the
German-led austerity consensus.
Faced with concerted opposition,
Angela Merkel was persuaded to
give some ground. But her red lines,
especially on the subject of
eurobonds remained intact, and the
quid pro quo is that France will now
sign up to the Fiscal Compact which
enshrines budgetary discipline and
oversight.
The Summit’s biggest achievement
was the agreement to push ahead
with creating a single banking
supervisory authority for the
Eurozone, almost certain to be the
ECB, which will have the
responsibility for recapitalising
ailing banks. Setting up this body
will take some time, with detailed
proposals expected to be signed off
at the next major EU Summit in

December, paving the way for the
new body to begin work some time
in 2013. The new supervisor will
be able to recapitalise banks
through the European Stability
Mechanism (ESM), with the money
going straight to the banks, not via
national governments.

This means that the governments
will not see their own debt
burdens rise, and therefore
represents a significant step towards
burden-sharing by the Eurozone
as a whole.
In the meantime, it is likely that the

Faced with concerted
opposition, Angela Merkel was persuaded
to give some ground. But her red lines,
especially on the subject of eurobonds
remained intact

discipline

assistance that will be required in the
coming months for Bankia, and
possibly for other banks in Spain,
will be channelled through the
temporary European Financial
Stability Facility (EFSF), with those
loans being transferred to the ESM
when the new supervisor is in place.
This approach will also avoid the
ESM ranking ahead of other
creditors, which has been one of the
biggest issues upsetting the bond
markets in recent weeks.
It was also agreed that the
Eurozone’s rescue mechanisms, the
temporary EFSF and the permanent
ESM, will be able to intervene in the
bond markets to assist governments
which are meeting their austerity
commitments but still struggling to
raise finance against a background
of disturbed market conditions. The
rescue funds already have the ability
to intervene in both the primary and
secondary markets, but haven’t done
so because of opposition from
Germany and others. It now seems
that such approval will now be

It’s too soon for the
Eurozone’s leaders to look forward to
an uninterrupted summer break.
Markets have time and again proved
to be notoriously fickle during the
course of this crisis
forthcoming, in exchange for limited
conditionality, which could act as a
useful back-stop for both Spain and
Italy, which have been forced to
raise finance at near unsustainable
rates in recent weeks.
Bond Yields Fall
The response of the markets to these
announcements was swift and
substantial. In particular, the yields
on Spanish and Italian government
bonds fell like a stone during the
course of last Friday.
By the close the yield on ten-year
Spanish bonds had plunged by 60
basis points to 6.25%, while the
yield on the Italian equivalent had
fallen by 37 basis points to 5.79%.
With Ireland also standing to gain
from a restructuring of the assistance
for its banks on the same lines as will
be available to Spain, yields on its
government bonds tumbled by 70
basis points during to 6.38%.
This raises the prospect that
once its present three-year
assistance programme is
complete, the Irish
government will be
able to return to the
bond markets.

There was further good news later
on when Angela Merkel’s
government won approval by large
majorities in both houses of the
German parliament for the EU Fiscal
Compact, which was agreed at last
December’s Summit, and for the
establishment of the ESM.
But it’s too soon for the Eurozone’s
leaders to look forward to an
uninterrupted summer break.
Markets have time and again
proved to be notoriously fickle
during the course of this crisis, as
instanced by the rapid reversal of
the gains which followed the Summit
of last October.
In any case, there will be plenty to
keep analysts and pundits busy
during the next few weeks. But, if all
that passes off without major upsets
or surprises, it’s just possible that
those politicians and policymakers
involved in fire-fighting this crisis,
and all the rest of us who try to make
sense of it from the sidelines, might
enjoy a more relaxing summer break
than in 2011. The question will then
be whether enough has been done
to begin getting the stalled economic
recovery back on track.

Guilty,
But
Continuing
Jeremy Asher, a regulatory and
criminal solicitor at Ashfords LLP,
looks at what lessons can be learnt
from the latest case to fall under the
Corporate Manslaughter spotlight.

At Manchester Crown Court on 19
July, Lion Steel Equipment was fined
£480,000 plus £84,000 in costs
having pleaded guilty to Corporate
Manslaughter following the death of
one its workers.
The worker fell through a fragile roof
at Lion Steel’s premises, having not
received any health and safety
training, and without being properly
equipped. Three directors were
charged with Gross Negligence
Manslaughter and under s37 of the
Health & Safety at Work etc Act
1974 for failing to ensure the safety

of workers. The company was
charged with Corporate
Manslaughter and with offences
contrary to s2 & s33 of the Health &
Safety at Work Act 1974 relating to
failure to ensure the safety of
employees.
At the start of the trial, on the 12th
June 2012, the Corporate
Manslaughter offence was severed
from the other charges due to case
management issues in relation to the
health and safety and gross
negligence manslaughter offences.
This left the trial continuing with the

individual manslaughter and section
37 health and safety offences, as
well as the company’s health and
safety offences. It came to a
conclusion, with the judge ordering
the individual charges against two of
the directors to be dropped, and the
prosecution then dropping all
remaining charges against the
directors in return for a guilty plea to
Corporate Manslaughter.
Escaped Disqualification
However, in dropping the health and
safety offences, particularly the

section 37 offences against the
directors that would have resulted in
them being disqualified from being a
company director, the directors
escaped disqualification, leaving
them in charge of a business that by
their own admission was managed
in a way that resulted in the death of
one of its employees.
The first business convicted of
Corporate Manslaughter, Cotswold
Geotechnical Holdings Ltd, was
fined £385,000 despite being in
dire financial straits. The Court of
Appeal refused leave to appeal
stating that “it is an unfortunate but
unavoidable consequence of a
serious breach” that businesses
should be put out of business. The
Lord Chief Justice went on to say that
imposing a fine that the company
could pay would have resulted in a
“ludicrous” position. The business
later went into administration.
The Health and Safety
Executive has released
provisional

Businesses cannot afford
to be complacent and must have
effective health and safety
management systems and training
in place if they are to avoid
prosecution

data for April 2011 to March
2012, which shows that 173
workers were killed - down two
from the previous year, with 49 fatal
injuries to construction workers
recorded - a rate of
2.3 deaths per
100,000 workers;
33 fatal injuries to
agriculture workers
recorded - a rate
of 9.7 deaths
per 100,000
workers,

and five fatal injuries to waste and
recycling workers - a rate of 4.1
deaths per 100,000 workers.
There are approximately 100 other
cases of Corporate Manslaughter
currently being considered for
prosecution. Costs sanctions are
being proposed by the Health &
Safety Executive for intervention work
in businesses. It is clear that
businesses cannot afford to be
complacent and must have effective
health and safety management
systems and training in place if they
are to avoid prosecution.
Furthermore, if accidents do occur,
then it is imperative that businesses
take immediate legal advice.

If you require further advice,
please contact Jeremy Asher on
Tel: 01392 333824 or at
j.asher@ashfords.co.uk.
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The information on BCLive league table comes directly
from The Builders’ Conference trade association and
can also be found on the front page of their website
www.buildersconference.co.uk
BCLive league table is merely a top level display of
which companies have won which contracts and their
relative values during July 2012 however if you go to
the website www.bclive.co.uk and click on an
individual business you can quickly view what
contracts combine to make the total, which market
sectors the contracts were won in and their
geographical location.
The Builders’ Conference trade association makes
every effort to ensure BCLive league table for main
contractors is a fair representation of the industry
however if your company has secured a project or
projects and you believe they have not made the table
then please telephone 020 8770 0111 or go to
www.buildersconference.co.uk press on the table
and in the top left hand of the screen you will find a
button where you will be directed to complete a very
simple form which is automatically forwarded to this
office upon submission.
Our address book has your name as a contact and
therefore we would be grateful if you could forward
this e-mail within your company to persons, who may
also find this information of interest and value.
Please do not hesitate in contacting this office should
you have any queries or require greater in-depth
analysis of the construction industry, alternatively if
you do not wish to receive this digital information
please send an email to newsdesk@bclive.co.uk
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