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Margins Cause
Concern
KPMG’s construction
barometer shows need
for urgent action by industry

An analysis of the development of
margins among the UK’s 14 largest
contractors confirms the urgent need
for further cost efficiency and
restructuring across the construction
sector. Contrary to popular
perception, the UK construction
industry battled the recession
relatively successfully during the first
five years and only succumbed to
sustained margin erosion from 2010
onwards, the report says.
KPMG’s Construction Barometer
“Margins under pressure” shows that
between 2007 and 2010
construction margins were actually on
the rise, offsetting tightening margins
in other activities, such as support
services and house building. The
analysis suggests this could be due to
construction divisions successfully
removing cost faster than revenues

were falling, as well as the impact of
the lag between contract tender and
profit realisation. As a result, the real
crunch came in 2010 when most of
the remaining contracts bid prerecession reached completion.

“Our analysis reveals that the
industry did well to anticipate
the downturn and take out cost
in the early years of recession,
even managing to drive up
margins in the short term,”

says Richard Threlfall, KPMG’s Head of
Infrastructure, Building and Construction.

“However, those measures are now
proving insufficient to offset the acute
reduction in volumes of new work. Just
a quick look at the development of
margins in the last two years confirms
the urgent need for further cost
efficiency and restructuring across the
industry. Unless action is taken now
the thin margins of 2007 will seem
generous by comparison to what the
industry may be facing.”
Since 2010 there has been a
scramble in the industry to stem the
collapse of forward order books,
underpinned by deliberate profitsacrifice. This has resulted in a steady
fall in the average construction
margin, with early indications being
that 2012 results are not likely to buck
this trend.
“On the whole the UK’s main
contractors appear to be standing
firm. Businesses that succeeded in reorganizing themselves have been
credited with steadying their
operating margins as they emerge.
Getting the right client mix has also
been credited with helping protect
margins and pipeline, as has
involvement in large-scale
infrastructure projects,” Richard
Threlfall concludes. “What is marked
is the variety of strategies adopted
and levels of success with which these
appear to have been implemented.”

A copy of the KPMG UK Construction
Barometer report can be viewed
here: http://tinyurl.com/bj4gyyn

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

In The
Firing Line
THE INSIDER

Being one of the country’s largest single
employers is a double-edged sword for
the UK construction industry.

Politicians facing an election night
kicking will often rally behind the
building trade to meet the public
demand for more schools and better
roads in the possibly vain hope that
the resulting warm feeling will be
carried into the polling station and
be repaid with a large “X” in the
appropriate box.
But being that big also makes us an
easy target; something akin to an
impressively large barrel containing
an inordinate quantity of fish.
And so it came as no surprise to
learn that the Health and Safety
Executive’s much talked about Fee for
Intervention (FFI) cost recovery
scheme has homed in laser-like on
construction during the first three
months since its inception.
Prior to its launch on 1 October last
year, the HSE variously assured us all
that the scheme would be
implemented equally across all

industries and that the only people
likely to be affected were those that
transgressed health and safety law.
And yet, based upon findings by law
firm DWF LLP following a Freedom of
Information request, it seems that
construction is viewed very much as
public enemy number one. Indeed,
it represented more than a third of
the 903 premises hit by the HSE
under the FFI scheme.
“Most notably, of the premises where
FFI time has been recorded, 373 are
within the construction sector. This
figure is likely to be lower than the
true number of construction sites at
which the HSE spent time, as
transient construction work is
recorded against the head office
address for the relevant duty holder.
As such, there appears to have been
a particular focus on this sector,”
says DWF regulatory partner, Steffan
Groch. “It’s difficult to say why this
is, but it could be due to the sector
being an easy target for inspectors,

or because greater clarity is needed
around the legal obligations of the
construction sector. Whatever the
cause, operators in the construction
sector should be aware.”
Of course, like anyone in the
construction industry, I support any
initiative that might make our sites
and our workers safer. But at a time
when the CITB-ConstructionSkills is
predicting “10 more years of pain”, I
can’t help thinking that FFI is not so
much kicking a man when he’s
down, it’s actually applying
thumbscrews to a man at the gallows.

The Insider

Guidance
Updated
CITB-ConstructionSkills, the leading
skills body for the construction
industry, is urging contractors to order
their copy of the 2013 edition of the
GE 700 Construction site safety
manual, to ensure best health and
safety practice on site.

The new edition of GE 700, which will be available from
January 2013, gives up-to-date guidance and legislation
information on matters related to health, safety and the
environment – making it relevant for anyone who
manages a construction site.
Not only has the new publication
been updated to reflect current health,
safety and environment requirements,
it also includes a simplified legislation
section with photographs and case
studies to ensure contractors remain
safe and legal when it comes to
health and safety.
The latest edition also includes access
to the GE 700 website, where users
can access news, industry-related
updates and useful links to related
health and safety topics.

“In the last 12 months, the number of
recorded UK construction-related
fatalities has fallen more than 10%
below the last five year average,
making UK construction sites among
the safest in Europe. However, ours is
a high risk industry, so we must
continue to strive for better standards
of safety across the board and we
can only do this through industry-led
best practice guidance,” says Braden
Connolly, Head of Testing and Card
Services at CITB-ConstructionSkills.
“By ordering a copy of the GE 700

now, contractors and their employees
can be safe in the knowledge that
they will have up-to-date guidance
and information on current health,
safety and environment legislation.
Not only that, but the new publication
will provide all of this information in a
new, easy-to-use format, which will
make it even easier for contractors to
understand their responsibilities.”

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

A Chink
Of Light
After another 12 months of industry flat-lining,
2013 has started with a slight upward curve
and the promise of more to come. So is this
a blip or the beginning of the end for the
recession, asks The Builders’ Conference
CEO Neil Edwards.

Since we didn’t think anyone would
be willing to forego the turkey and
the Queen’s speech to catch up
with the latest industry
developments over the Christmas
period, it is now two months since
the last issue of Inside Construction.
And that enforced hiatus has given
me the chance to reflect on another
year of tumultuous highs like UK
construction’s contribution to the
London 2012 Olympics, and
calamitous lows like the demise of
some big and many small
companies from our market
sector.

Together, those peaks and troughs
delivered another year in which,
overall, the industry merely continued to
flat-line; alive but with no visible signs
of recovery or movement of any kind.
As a result, our BCLive league table
for 2012 made for pretty depressing
reading for everyone aside from
Laing O’Rourke which came out as
the annual top dog, accumulating
just under £2 billion in contract
awards in the period. But even that
relatively impressive performance
failed to boost the overall figure over
the £25 billion mark for the year.
And before you think that £25 billion
is a lot of money, it’s just five years

since the annual total topped the
£45 billion mark.
But if 2012 was categorised by its
highs and lows, 2013 looks set to
follow suit. On the one hand we
have the Government’s announcement
of the proposed route for the HS2
high speed rail network and a
planned £33 billion spend on the
system at some point in the future. At
the same time, CITB-ConstructionSkills
is forecasting 10 more years of pain
as it seeks to encourage the
Government to invest in the UK
construction sector.
The truth, I fear, lies somewhere
between the two. ConstructionSkills’
bold statement is at best a worst case
scenario and at worst a propaganda
attempt to force the Government’s
hand to rescue an ailing industry.
Either way, despite its good intentions,
I believe this position to be overstated.
However, on the flip side of that
argument is the furore surrounding
HS2. To the layman, £33 billion
certainly sounds like a lot of money,
particularly when it is coming out of
the Government coffers to create a
railway system seemingly designed to
make it easier and faster for
Manchester United fans to get home
after their weekly prawn
sandwich/referee lambasting visit to
the “Theatre of Dreams”. But even if
HS2 had been built from start to finish
during 2012, the resultant effect on
the industry’s overall output would
barely have topped the 2007 and
2008 pre-recession totals.

on Internet access would deliver the
same boost to UK construction but
might actually put the country on a
level footing with some of its high tech
competitors around the world.
Despite all of this, 2013 has kicked
off with a solid start, topping the £2
billion monthly mark thanks in no small
part to a pair of contracts won by
BAM as it swept to the top of the
BCLive league table with a monthly
total of just under £278 million. Key
among these is a £200 million
design, build, finance and operate
contract with Network Rail for the
railway lie reinstatement from
Edinburgh to Selkirkshire.
Perhaps more promising still is the fact
that there is a pair of half a billion
London housing development tenders
lurking in the wings.
I still firmly believe that 2013 will be
a year of ‘more of the same’ with
further company failures and job
losses and a moth-on-month activity
chart that will read like the medical
chart of a long-term coma patient.

But if we are to continue to flat-line,
the award of £1 billion of new
housing development work might just
prove to be the defibrillator we have
all been waiting for.

A railway
system seemingly
designed to
make it easier
and faster for
Manchester United
fans to get home
after their
weekly prawn
sandwich

Of course, even though as a
construction man I welcome anything
that will boost demand, there is also
the question of whether people will
still be travelling to work in such
numbers by the time HS2 comes on
stream. I can’t help thinking that £33
billion invested in high-speed, alwaysKriss Akabusi at The Builders' Conference Christmas Luncheon

Output Gaps
And Blind Alleys
HSBC Head of Economics,
UK Commercial Banking
Mark Berrisford-Smith looks
at what is preventing the UK
economy from bouncing back.

After nearly four years bumping
along the bottom, what is stopping
the British economy from growing
again? Is it just down to the
shattered confidence of households
and businesses – the former still
engaged in the long process of
deleveraging – or the storms
blowing in from the Eurozone?
Or is there also a lack of spare
capacity?
It might be reasonable to assume
that, having suffered a deep
recession in 2008 and 2009, the
UK economy has plenty of idle
capacity sitting there just waiting to
be brought back into use. But that’s
not the consensus view of most
heavyweight economic forecasters,
including the Office for Budget

Responsibility (OBR), the IMF, the
OECD, and the EU Commission.
The Output Gap
This brings us to
the notion of the
‘output gap’. It’s
an easy enough
concept to
explain, being
the difference
between
economic
activity, as
measured by
GDP, and
potential output.
If an economy is
running ahead
of its natural

speed limit, then supply bottlenecks
will soon arise and the resulting
shortages will contribute to an
acceleration of inflation. If an
economy is running well below its

potential then it will be operating
sub-optimally, with high
unemployment, a risk of price
deflation, and incomes and living
standards lower than they could be.
Because of this, those in charge of
making policy and monitoring the
economy are always keen to get a
handle on the extent of spare
capacity.
The theory is all very well and good,
but – as with so many concepts in
economics – the practice is rather
different. Measuring the size of the
output gap with any precision is the
devil of a job, as becomes
immediately clear by looking at the
range of views on offer from
different forecasting organisations.
It’s not just that they disagree about
how the output gap will evolve in
the future: they can’t agree on
where it is today, nor even on
where it has been in the past.
Getting a handle on the output gap
is especially important for the Bank
of England and the OBR. When
setting monetary policy the Bank of
England needs to make forecasts for
inflation, which will be sensitive to
the amount of spare capacity in the
economy. For the OBR meanwhile,
the size of output gap was critical in
its assessment, published at the time
of George Osborne’s Autumn
Statement, that the Government was
still on track to meet its primary fiscal
mandate to eliminate the structural
current deficit in a five-year time
horizon. The OBR felt that with the
output gap still at more than 3%
there was plenty of spare capacity,
so that the economy has scope to
expand without running up against
constraints. It therefore concluded
that the Government’s failure to
make progress in curbing the deficit
was down to cyclical, not structural,
factors and that as the economy
returns to its potential output the
deficit will disappear.

The level of business
failures and the incidence of long-term
unemployment have been well
down on the levels seen after the bursting
of the 80s yuppie bubble

The OECD takes a more pessimistic
view. They believe that the output
gap is currently closer to 2%,
implying slightly less scope for the
economy to expand. Moreover,
they now think that back in 2007,
just before the recession struck, the
UK economy was running well
ahead of its potential, by a margin
of more than 4%.
The consensus could be
wrong
But just suppose that all these
boffins are wrong, perhaps because
they are guilty of ‘group-think’ (of
the sort that that failed to spot the
financial crisis), and that in fact the
UK’s output gap is much larger than
their models suggest. After nearly
four years of stagnation, GDP is still
some 3% below its pre-recession
peak, and more to the point, is
about 13% below where it would
have been had the economy
continued to expand at its long-term
average rate after 2007. Even
taking the OECD’s view as gospel
– that the economy was some
4% above its potential in 2007 and
that the output gap today is about
2%, that still implies that the
recession has destroyed more than
6% of the economy’s productive

capacity. Other assessments, such
as that made by the OBR, would
imply capacity destruction of closer
to 10%.
Such a loss of supply capacity is
usually associated only with major
natural disasters, not to the ebb and
flow of the economic cycle. It is true
that the level of fixed investment by
businesses is now some 12% lower,
in real terms, than it was at the onset
of the recession. But that need not
inhibit a strong recovery in the near
future, provided that firms step up
their investment spending as they did
after the recessions of the early
1980s and early 1990s. Moreover,
the level of business failures and the
incidence of long-term
unemployment have been well down
on the levels seen after the bursting
of the 80s yuppie bubble. And even
though economists fretted a good
deal about a permanent loss of
capacity back then, their fears were
unfounded, and the economy
bounced back to enjoy a period of
strong recovery from 1994.
Led down blind alleys?
So what are the ramifications of the
size of the output gap for Britain’s
economic future? The answer is that

they are considerable, which makes
it all the more frustrating that
nobody seems able to tell us with
any certainty how big it is. Put
simply, the smaller the output gap is
today, the more difficult it will be to
get a sustainable recovery going
and the harder it will be to get the
government’s budget deficit down.
A supply-constrained economy
won’t be able to return to its
previous trend rate of growth (of
around 2.5% a year) until there
has been a lengthy period of
investment while the deficit, being
structural rather than cyclical, won’t
wither away.
On the other hand (as economists
like to say) if the forecasting bodies
are all wrong and there is in fact
lots of idle capacity just waiting to
be brought back into use, then there
is still every prospect of an
economic rebound once businesses
and households have banished
some of their demons and start to
invest and spend. Under that
scenario, monetary policy could be
kept ultra-loose for longer without
triggering an acceleration of
domestically-generated inflation.
But the most striking consequence
relates to fiscal policy. If the output
gap is much bigger than the OBR
thinks, then the government could be
forcing us all to swallow
unnecessarily stringent doses of
austerity medicine. Worse still,
policies based on ingrained
pessimism could prove to be selffulfilling, with households and
businesses becoming convinced of
the UK’s poor long-term economic
prospects and acting accordingly.
Firms might decide not to step up
investment spending, or at least not
in Britain; the brightest and best
would flee abroad; and some of the
unemployed would quit the labour
market for good. Eventually potential
output would be eroded and the
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heavyweight forecasting bodies
proved right, but at the cost of
permanent damage to the economy.
There is nothing that economists
love more than theorising and
building models. But right now it
would be jolly useful if they could
come up with a half-decent method
to gauge the size of the output gap.

Failing that, even an assurance that
supply constraints aren’t a
sufficiently big risk that policymakers
should worry about them, would be
helpful. But so long as the
Government and the Bank of
England remain convinced that the
output gap is small, there is an everpresent risk that they will simply be
led down an economic blind alley.

So long as the Government
and the Bank of England remain
convinced that the output gap is small,
there is an ever-present risk that
they will simply be led down an
economic blind alley

Construction
Route To
Employment
For Ex-Military
A new initiative has been launched
that is set to fill widening skills
gaps in the UK construction and
built environment sector by drawing
on the knowledge and expertise of
ex-Armed Forces personnel.

The initiative, which has been
developed by CITB-ConstructionSkills
in partnership with the Ministry of
Defence’s Career Transition
Partnership, is designed to better
inform ex-Service personnel of career
opportunities in the sector, whilst also
encouraging construction and built
environment employers of all sizes to
recruit from this pipeline of talent.

Based on research published in CITBConstructionSkills’ latest Construction
Skills Network report, as many as
46,240 construction workers are
required by 2016 if the industry is to
keep up with demand. With as many
as 18,500 Service leavers currently
coming in to the civilian job market
every year, the new initiative hopes to
harness the transferable skills of some of
these ex-Service personnel in order to fill
gaps in all of the major construction
trades, including bricklaying, roofing
and scaffolding, plus wider project
management needs across the sector.

A launch event took
place at the
Headquarters of the
Royal Engineers in
Chatham, Kent, and
was attended by a
number of figures from the construction
and built environment sector and
military, including the Royal Engineers,
the Royal Logistic Corps and
representatives from the
Royal Air Force and
Royal Navy, along
with several major
construction
contractors. The Royal
Engineers and the
Royal Logistic Corps
are home to trades including
bricklaying, carpenters and joiners,
plumbers, electricians and logisticians
making the construction industry a
natural progression when they leave the
Armed Forces. Figures from the
Construction Skills Network report show
that the greatest growth in demand is
predicted to be for Construction
Managers – up 30,000 by 2016 on
2010 figures – making a career
change to the construction and built
environment sector an option for
anyone leaving the Armed Forces.

“Today’s event has been a great way
for CITB-ConstructionSkills and its
partner organisations to showcase the
potential talent which exists among exService personnel. By tapping into this
new pipeline of talent, we can ensure
that we are not only bringing new
blood to the industry, but also reducing
burgeoning skills gaps,” says Andy
Walder, Director of the National
Construction College (NCC) which is
CITB-ConstructionSkills’ training arm.
“The NCC trains a number of exService men and women every year,
and we hope this figure
will continue to rise as a
result of this new
partnership between
CITB-ConstructionSkills,
the NCC and the
Career Transition
Partnership. We hope to
continue to lead the
way in accessing these
valuable skills – to help
the construction sector
succeed and grow.”

Demand
is predicted .... making a
career change to the
construction and built
environment sector an option
for anyone leaving the
Armed Forces

Walder’s views are shared by MOD’s
Career Transition Partnership Managing
Director David Duffy.
“This initiative will open up a pathway of
job opportunities within the construction
industry for Service leavers, who bring
with them a wealth of transferrable skills
to match the needs of employers. There
are leavers across all Services who are
trained to a high standard during their
military careers in artisan skills such as
carpentry, bricklaying and metalwork
and in addition, they bring a strong
work ethic which will be an asset to the
industry,” Duffy says. “We
are keen to work with
employers to recruit

Why the leaders in
the construction
industry are reading
Inside Construction

Julie White,
Managing Director of D-Drill

ex-Service personnel into their organisation and promote their job
opportunities directly to the pool of talent leaving the military.”
As part of this initiative, a partnership between the Construction Youth
Trust and the newly formed Recovery Career Services within the Defence
Recovery Capability has been agreed to look at ways to support the
recovery pathways of wounded, injured and sick Service personnel. The
partnership will develop links between
construction industry partners and the
Armed Forces and offer eligible
personnel recovery work
attachments or vocational
schemes, with the
potential of longerterm job
opportunities for
those who may
leave the Service.

“We need to get Britain building
if the construction industry is
going to be lifted
out of the
recession it has
been suffering
for many years
now."

Richard Threlfall, KPMG’s
Head of Infrastructure,
Building and Construction.
"Unless action is
taken now the
thin margins of
2007 will seem
generous by
comparison to
what the industry may be facing.”

CITB-ConstructionSkills Deputy
Chairman, Judy Lowe
"By 2017, construction
output will still be 12%
down on its 2007 peak,
and employment 17%
down on its peak in
2008. Indeed, we don’t
anticipate the industry returning
to its former levels until at
least 2022."

Spending
Strategies
For Growth
Industry report finds lack of
awareness at board level of spending
habits and inefficient supply chains
holding back businesses

The report
suggests businesses
are struggling to
master the delicate
balance between
cutting and
managing costs
to survive

Expense Reduction Analysts (ERA) is
launching a report as part of its
‘Smarter spending for business’
campaign, calling on UK businesses
to implement smarter spending
strategies to aid their chances of
success or survival in 2013.
“Organisations must start thinking long
term instead of short term. Cutting
costs may keep businesses afloat
temporarily, but it won’t enable them
to compete long-term,” says ERA
managing director Rob Allison. “A
smarter spending strategy, combining
effective cost control aligned with
development for innovation and

investment is the only way businesses
will be able to successfully ride this
storm.”
The report – based on a survey of
100 financial directors (FDs) from UK
and Ireland companies with revenues
between £10 million and £500
million – suggests businesses are
struggling to master the delicate
balance between cutting and
managing costs to survive today,
and investing to grow tomorrow.

survival

Barriers to Smarter Spending
The report has uncovered a series of barriers,
blocking FDs from implementing effective smarter
spending strategies.
– 77% of companies only consider the short-term picture
and immediately default to a defensive cost-cutting
mentality in times of austerity.
– Only 4% plan to increase research and development
spending on new products and services in the coming
years.
– 46% of the companies surveyed stated that their company
discussed business spending (procurement) at board level
only once a year or never.

Smarter Spending
Strategy
ERA believes that smarter spending
should become a part of every
organisation’s DNA, led from the
board room to the shop floor to the
supply chain.
“It is vital that smarter spending gets
onto the board’s agenda and that all
staff adopt a smarter spending
psychology. Just because your staff
are good at purchasing core
products, it doesn’t mean they will be
good at ‘indirect spend’,”
Allison concludes.

– 4 out of 5 organisations don’t have a specialist team or
individual to oversee business spending.
– 52% of FDs feel employees suffer from a lack of time,
experience and energy when it comes to securing the best
supplier deals.
– Only 1 in 10 respondents felt employees had excellent
attitudes to business spending.
– More than 1 in 3 FDs state individual departments are
responsible for their own business spending strategies.
– But 58% of FDs stated that some departments have
resisted efforts to establish smarter spending practices.

“It’s essential that internal and
external reporting provides accurate
measurements and detailed business
intelligence to allow the FD to provide
strategic guidance for future smarter
spending strategies.”

For more information please visit:
www.smarter-spending.co.uk

Wickes
Wins Big Society
Award
The Volunteer It Yourself (VIY) project, which
sees Wickes tradesmen teach young people
(14-17) accredited building and DIY skills
while restoring youth club buildings, has won a
Prime Minister’s Big Society Award.
The project, which pools non-monetary local and
corporate resources for the good of young people
and the community, was commended
for its Big Society approach.

Congratulating the VIY project on its
award win the Prime Minister said:
“This is a fantastic example of a Big
Society approach where young people
learn building and trade skills while at
the same time providing vital repair
work and improvements to their local
community centres. It is also a great
example of businesses of all sizes
working together to come up with a
solution that has a lasting effect for
everyone.”

Wickes donates all the tools and
materials for refurbishments and recruits
skilled tradesmen via its local stores to
act as mentors to young people with
little or no experience in DIY or building
skills. Working together to carry out
repairs on dilapidated youth clubs,
young people (some of whom are
considered “NEET”) are given an
insight into a building trade career and
a boost to their self-esteem. The VIY
project aims to help up-skill 1,000

young people, when over one million
of them are not in education, training
or employment .
Danny Thompson, a Wickes
tradesman who was a mentor on the
project last month, said of his
experience: “I’ve found mentoring on
VIY really fun and rewarding. It’s great
working with the young people,
especially those who are really handson, keen to take part and get stuck in. I
enjoy giving something back to the
local community - and helping those
who want to be helped.”
Tony Holdway, Brand Director at
Wickes, said: “We are delighted that
VIY has won a Big Society Award and
are proud to be involved. At the heart
of its success are the skills and
community commitment of our local
tradespeople. Their generosity and
knowledge drives this project and it is
their passion to up-skill young people
that will help secure our next
generation of builders. We know from
our Independent Report, The Voice of
Britain’s Building Trade that young
people need help accessing a future in
the building industry and this provides
a first step.”
The VIY project is currently being
rolled-out across the country with
activity commencing at four new clubs
in Birmingham next month. Other
partners on the national
roll-out of VIY include
The Big Lottery Fund,
London Youth and
City & Guilds.

We know from our
Independent Report,
The Voice of Britain’s Building Trade
that young people need help accessing
a future in the building industry and
this provides a first step

Tony Holdway
Brand Director at Wickes

Outlook Bleak
For UK
Construction

ConstructionSkills report threatens
10 more years of pain.
With sixty thousand jobs lost,
and a 9% fall in output, 2012
saw UK construction tip back
deep into recession.
Over the past five years the
construction industry has
gone through one of its most
difficult periods since the
Second World War and the
prospects are for 10 more
years of pain.

The
ConstructionSkiils
Network Report
The Construction Skills
Network report – the
industry’s annual skills
forecast prepared by
CITB-ConstructionSkills
with input from employers
across the UK, paints a
stark picture of 2012:

20% downturn in
public sector housing and
non-housing construction;

5% downturn in private
housing construction;

And the prospects for the next five years (2013 – 17)
are equally discouraging. Nearly every sector of the
industry will continue to struggle with only the private
housing, repair and maintenance and industrial
sectors predicted to achieve anything like consistent
growth. As a whole, the industry will only grow at an
average of 0.8%, and will not match its 2007 output
peak until 2022.
This weakness in performance is reflected in a predicted
fall in construction employment every year from 201316, reaching a low of 2.36 million – the lowest
employment level in the industry since 2000.
Recruitment to the industry is predicted to run at an
average of 29,050 a year from now until 2017 –
largely to fill vacancies arising from those leaving the
sector. Across the UK only Greater London and the East
of England can expect to see employment actively grow
in this period.
Whilst Wales, Greater London and the North East are
predicted to show the greatest increase in output during
2013-17, the North East is recovering from sharp
declines in previous years, and much of the growth in
Wales is linked to the Wylfa nuclear power build.
In contrast, the construction industry in the North West,
the Midlands and Yorkshire and Humberside is
expected to shrink still further.
Underemployment is an increasing concern with three
regions (Northern Ireland, the North West and

10% per cent downturn
in commercial sector
construction and;

15% downturn in
infrastructure construction.
Yorkshire & Humberside) showing a gap of over 15%
between falls in output and falls in employment over the
last five years – suggesting an unsustainable level of
capacity in the system.
“Construction found itself at the heart of a ‘perfect storm’
in 2012 – hit hard by a combination of public sector

spending cuts and a lack of
investment in the private sector.
Client and consumer confidence is
low and it is keeping growth levels
down,” says CITB-ConstructionSkills
deputy chairman, Judy Lowe.
“Worryingly, the outlook doesn’t look
much better – by 2017, construction
output will still be 12% down on its
2007 peak, and employment 17%

and will deliver the results that
re-establish construction as an essential
element of economic growth.”
Tackling the growth challenge headon, over 1,400 construction bodies
and employers have joined forces in
the CITB-ConstructionSkills inspired
Construction4Growth campaign.
Tomorrow, a deputation from the
campaign will meet
Ministers at an 11
Downing Street
Summit, where a
10 point plan for
working with
Government to
secure growth and
support the industry
will be discussed.

The plan examines:
• Ways to get projects delivered
as part of the Government’s
pledged capital investment in
construction;

• Investment in shovel-ready repair
and maintenance projects to get
unemployed construction workers
back on site and;

• A mandatory requirement for
teachers to undertake taster
courses to understand the value
of a vocational career.

down on its peak in 2008. Indeed,
we don’t anticipate the industry
returning to its former levels until at
least 2022 – meaning this will be
one of the most difficult periods for
construction on record.”
“Construction is a vital engine of UK
growth. While construction struggles
for its survival, it’s impossible to see
how the UK economy can generate
significant growth. What’s bad for
construction is bad for the economy,
so doing nothing is not an option.
There is too much at stake.”
“Construction remains the only
industry that can kick start the
economy in the short, medium and
long term. We know that, for every
£1 invested in construction, £2.84 is
generated for the wider economy.
There are currently over 150,000
unemployed construction workers.
This potentially costs the economy
£2.1bn a year in unemployment
benefit and lost tax revenue. The
actions we are proposing are
straightforward, easy to implement

There are currently over
150,000 unemployed construction
workers. This potentially costs the
economy £2.1bn a year in unemployment
benefit and lost tax revenue

To download the Construction Skills
Network (CSN) Report, visit:
www.cskills.org. For more information
about the Construction4Growth campaign,
visit: www.construction4growth.co.uk.

The Fallout
From The
Autumn
Statement
HSBC’s Mark Berrisford-Smith
gets under the skin of George
Osborne’s Autumn Statement.

George Osborne’s Autumn
Statement, presented to Parliament
on 5th December, turned out to be
more of a miniBudget. Rather

than being a health check on the
state of the public finances and a
look ahead to measures which might
appear in next year’s Budget, it
contained a raft of changes to tax
and social security rates, as well as a
few goodies for
the business
community and
for squeezed
middle-income
families.
In the run-up to
his statement, the
Chancellor faced
pressure from
both sides of the

great fiscal debate to alter course.
Some urged him to quicken the pace
of fiscal retrenchment to ensure that
both of the government’s fiscal targets
will be met and to give Britain a
better chance of holding onto its
‘triple-A’ credit rating. Others urged
him to rein back the austerity which
they believe is running the British
economy into the ground, just as it
has done in Greece, Spain, and
Portugal. The Chancellor took no
heed of either camp, opting instead
to stick to his existing course. This
meant that all the tax and spending
announcements were merely a
shuffling of the deckchairs, with the
overall impact being fiscally neutral.

Sleight of Hand

Credibility on the Line

The assessment of the government’s
fiscal position and the forecasts for the
next five years, which were presented
by the Office for Budget Responsibility
(OBR) told us little that we didn’t know
or didn’t expect. At the time of Mr
Osborne’s first Budget in June 2010
the OBR reckoned that the structural
current budget deficit would be
eliminated by the 2014/15 fiscal
year. It now thinks that the process
will take an extra three years, that is
until 2017/18; in other words deep
into the next parliament.

As expected, the Chancellor was
forced to confirm that the government
will now miss one of its fiscal targets.
The Supplementary Target requires
that the nation’s burden of debt, as
measured by the ratio of outstanding
net debt to GDP, should have started
to come down in 2015/16. The
OBR now thinks that this won’t
happen until the following year.

Matters are complicated this year
by a series of windfalls and
methodological changes. These
include the £28 billion gain from
the sale of the assets of the Royal
Mail’s pension fund, and the
transfer of surplus cash from the
Bank of England’s Asset Purchase
Facility. The Chancellor claimed
that even without these windfalls
public sector net borrowing (the key
measure of the annual deficit) would
be £1 billion lower in this fiscal
year than it was last year. But this
assertion was made possible only
by a sleight of hand: as he forgot to
exclude one other small windfall,
namely the £3.5 billion that the
government hopes to raise during
the next few months from auctioning
4G licences.
The size of the underlying deficit
(excluding the windfalls) remains
more or less unchanged this year,
and net borrowing as a share of
GDP is expected to inch down to
7.7%, as against 7.9% in
2011/12.
The best that can be said is that the
trend is still just about in the right
direction. But there is no getting
away from the uncomfortable truth
that Britain’s budget deficit remains
large by international standards.

It is for this reason that speculation has
become rife that the UK is about to be
stripped of its prized triple-A rating by
one or more of the three major creditrating agencies. It’s just possible that
they will be placated by the OBR’s
assessment that the deterioration since
March reflects cyclical factors, which
means that weaker growth now
should give way to stronger growth in
a few years time. They may also give
the Chancellor some credit for not
altering his fiscal stance.
But the ratings agencies will certainly
be concerned by the projections for
the increase in the burden of debt to
GDP, which is now expected to peak
at 80% in 2015/16. What they will
be looking for most of all is evidence
that the economy is on the road to a
sustainable recovery. They’ll probably
suspend judgement until after the
2013 Budget in March, but without
some better news on the growth front
the UK is likely to find itself
downgraded. This may not matter
much financially and economically,

but it will certainly be a blow to British
pride, and would no doubt be
greeted with barely-concealed glee in
some quarters, especially in Paris.
Above all, it would convey a
message that Britain isn’t serious
about getting the deficit down, thus
undermining the Government’s
credibility.
A stuttering recovery
Hopes for an imminent and sustainable
recovery have faded in the past few
months. Having notched up blistering
GDP growth of 1% in the third quarter,
on account of the Olympics effect and
the extra Bank Holiday in June, the
fourth quarter has got off to a shaky
start. Indeed, the full-year forecasts for
2012 published by both the OBR and
the Bank of England imply a small
contraction in GDP for the final three
months of the year. If that were to be
followed by negative growth in the first
quarter of 2013, then the UK would
have suffered the ignominy of a tripledip recession.
On the household front, the inflation
numbers for October came as a nasty
shock. With the annual rate of
consumer price inflation jumping back
up to 2.7%, partly on account of
university tuition fees, hopes of inflation
falling into line with earnings growth
have all but disappeared. With
consumers also having to cope with
tariff hikes for gas and electricity, the
annual rate of inflation is likely to be
closer to 3% than 2% in the months

It will certainly be a blow
to British pride, and would no doubt
be greeted with barely-concealed
glee in some quarters, especially
in Paris.

ahead. The long squeeze on the
spending power of households has
therefore abated, but it’s still not over.
The only crumb of comfort, which may
augur well for spending over the
Christmas period, is that consumers are
feeling a bit less miserable, with the
NOP/GFK sentiment index moving
upwards sharply in November.

come to an end there is the prospect
of further modest growth in 2013,
provided that the dreaded ‘fiscal cliff’
can be avoided or at least mitigated.
Meanwhile, there is mounting
evidence that China has passed the
cyclical trough and that the pace of
growth is picking up again.
Slaughtering the Sacred Cows

There’s been even less cheer from the
manufacturing and exporting fronts.
Manufacturing output fell by a further
1.3% in October, which means that
production is now nearly 11% down
from the pre-recession peak. It is also
clear that exporters are still struggling,
especially in recession-bound markets
in continental Europe. In the three
months to October, the volume of
exports destined for other EU countries
was down by 5.2% from last year.
Although this was offset by a 9.1%
increase in exports to non-EU markets,
the overall position remains one of
anaemic growth in which net trade
(the difference between the growth of
exports and the growth of imports) is
unlikely to contribute much, if
anything, to overall GDP growth.
Meanwhile, the Purchasing
Managers’ Index (PMI) surveys paint a
picture of an economy on the cusp
between expansion and contraction.
The composite measure, which
combines the results from the
manufacturing and service sector
surveys, has come in at 49.4 and
50.4 in October and November (with
50 equating to ‘no change’).
Yet amid the gloom, there are grounds
for hoping that things will be looking a
bit brighter by the time Mr Osborne
stands up to present his Budget in
March. In the Eurozone, politicians
and policymakers continue to make
progress towards stabilising the debt
crisis, so that some green shoots of
recovery may be evident by the
spring. In the United States, now that
the long housing market nightmare has

It’s therefore possible that after a
series of deep downward revisions
since 2010, the OBR will be able to
leave its economic and fiscal
forecasts more or less untouched
when the Chancellor presents his
next Budget in March. But while Mr
Osborne may well be able to
reaffirm that the government is on
track to deliver its Fiscal Mandate,

some £10 billion of savings to take
effect during 2015/16. which will
be an election year.
More fundamentally, with large
chunks of public spending having so
far been protected, including health,
education, overseas development,
and pensions, it is doubtful that other
areas of spending can continue to
be cut at the same pace as they
have since 2010 without seriously
eroding the availability and quality
of public services. So bleak as
George Osborne’s Autumn
Statement was, with its confirmation
that austerity will be with us until at
least 2018, it was merely the
harbinger of the tougher choices that
lie ahead. The question that
politicians on both sides of the

Little flesh has yet been put
on the bones as to how these further
savings are to be achieved. In particular,
the government will soon need to identify
some £10 billion of savings to take
effect during 2015/16
he is now facing some really tough
choices about taxation and public
spending in the medium term.
Last week’s statement made it clear
that the trajectory of fiscal
consolidation, as set out in the 2010
Spending Review, will be maintained
for two more years after that review
period ends in 2014: that is, until
the 2015/16 fiscal year. But little
flesh has yet been put on the bones
as to how these further savings are to
be achieved. In particular, the
government will soon need to identify

divide can no longer avoid is
whether sustained deficit reduction
can be achieved without
slaughtering some of the public
sector’s sacred cows.
The next Spending Review, which is
due to be unveiled during the first
half of next year, will doubtless be
another bleak parliamentary event.
But it should at least shed some light
as to whether these choices are
being faced up to, or whether the
can is being kicked down the road
until after the next election.
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A leading business figure fears 2013 could
see the construction industry bumping along
the bottom – unless the promise of
investment in infrastructure is delivered.

Julie White, the managing
director of D-Drill – a specialist in
diamond drilling, concrete
sawing and demolition – said
that action rather than words is
now required. She has also
called for construction companies
to work together in a bid to get
the sector growing again.

“Everyone in our industry applauded
the Autumn Statement’s commitment
to infrastructure spending but we
need to see it happen as early as
possible. Of course, that investment
will filter out to companies in the
supply chain but I don’t want to get
to this time next year and be saying
the same things over and over
again. I want action not words,”
White says.

“We need to get Britain
building if the
construction industry is
going to be lifted out of
the recession it has
been suffering for many
years now. It’s vital that money is
directed to shovel ready projects rather
than talking about things like HS2
which are some way off in the future.
D-Drill is very busy and we have
diversified into other areas of
operation to ensure we maintain the
growth we want to achieve as a
company. But the construction
industry has to work together
throughout the supply chain and help
one another. It’s no good our
suppliers hiking prices because our
clients want jobs done for less, not
more. If everyone continues to
squeeze in that way, we are only
going to cause irreparable damage
to our industry. We all have to
make a margin and we all
understand that we have to work

harder and harder to achieve that
but, equally, we all have to be
realistic with one another.
I believe 2013 could see an
improvement but it’s vital that the

money earmarked for infrastructure is
pumped into projects that are ready
to go and provides a boost for our
industry and, on top of that, our
industry has to work together.”

It’s no good our suppliers
hiking prices because our clients want
jobs done for less, not more. If everyone
continues to squeeze in that way, we
are only going to cause irreparable
damage to our industry

Knowledge is power... And we have the

Business Alert
KNOWN
PROJECTS
SCOTLAND
Glasgow £3M code 209131
Housing
New Build
North Lanarkshire Council
Glasgow £5M code 209579
Underground stations
Refurb & repair
Strathclyde Part' for Transport
Glasgow £3.5M code 209845
Sports stadium
Extension
Hamden Park Ltd

NORTH EAST
Newcastle £4.4M code 211030
Housing
Refurb & repair
Your Homes Newcastle
South Shields £150K code 210132
Hospital
Refurb & repair
South Tyneside NHS Trust
Durham £2M code 209841
Library
Refurb & repair
Durham University

NORTH WEST
Bolton £3.7M code 209417
College
Extension
Bolton College
Bury £1M code 209840
Hospital
Extension
Pennine Acute Hosp NHS Trust

Liverpool £750K code 210040
School
Extension
Liverpool CC

Peterborough £250K code 209898
School
Refurb & repair
Oundle School

WALES

SOUTH & SOUTH WEST

Cardiff £5M code 209434
School
Extension
Cardiff CC

Exeter £450K code 210238
Fire Station
Refurb & repair
Devon & Somerset Fire & Rescue

Swansea £1.6M code 209520
Housing
New Build
Gwalia Housing Society Ltd

Bristol £950K code 210718
Office
Refurb & repair
VOSA

Abergele £3M code 210647
Offices
New Build
Cartrefi Conway HA

Bath £350K code 210112
University
Refurb & repair
University of Bath

MIDLANDS

LONDON & SOUTH EAST

Derbyshire £1M code 210261
Car Park
Refurb & repairs
High Peak BC

Chelmsford £200K code 210156
School
Extension
Diocese of Brentwood

Derby £750K code 210158
Prison
Extension
Ministry of Justice

Watford £1.3M code 209867
Housing
New Build
Watford Community Housing

Cannock £4M code 210695
College
Refurb & repairs
South Staffordshire College

Orpington £300K code 210106
Housing
Refurb & repair
Keniston Housing Assoc

Ipswich £1M code 209597
Housing
Refurb & repair
Suffolk Housing Society

SCOTLAND
Stromness £3.5M code 202812
Housing
New Build
CONTR - O'Brien Construction
Fort William £1M code 203807
Housing
New build
CONTR - Compass Building Ltd
Paisley £3M code 206586
Children Home
New Build
CONTR - Clark Contracts Ltd

NORTH EAST
Durham £500K code 210002
School
Refurb & repair
CONTR - Vest Construction
Darlington £1.8M code 208623
Academy
New Build
CONTR - Hall Construction
Cramlington £70M code 206337
Hospital
New Build
CONTR - Lend Lease Construction

NORTH WEST

EAST ANGLIA
Bury St Edmunds £5M code 209094
Hospital
Refurb & repair
West Suffolk NHS Trust

CONTRACTS
AWARDED

Call or email us
NOW to view
over 8000
Quality Leads
every year!

Manchester £200K code 204537
Hospital
Refurb & repair
CONTR - Thomas Barnes & Son
Manchester £200K code 204537
Hospital
Refurb & repair
CONTR - Thomas Barnes & Son

information you need...

Call us today on...

020 8770 0111
All information is supplied by Trade
Association The Builders’ Conference
www.buildersconference.co.uk
To find out how to join call:
020 8770 0111
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EAST ANGLIA
Ipswich £8M code 204648
Roads
Repair
CONTR - Skanska Ltd
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East

Lowestoft £2.5M code 206098
Shops
Fit Out
CONTR - Simons Construction

Runcorn £4M code 207129
Shopping Centre
Refurb & repair
CONTR - William Tarr

Cambridge £13M code 206722
Housing
Refurb & repair
CONTR - Morgan Sindall

WALES

SOUTH & SOUTH WEST

Cardiff £1.3M code 204947
Housing
Refurb & repair
CONTR - Pendragon D&B

Plymouth £900K code 210426
School
Extension
CONTR - Interserve

Aberdare £3M code 207630
Leisure
Refurb & repair
CONTR - BAM Construction

Guernsey £3.25M code 210586
Port
Refurb & repair
CONTR - Concrete repairs Ltd

Llanelli £8M code 209051
School
Extension
CONTR - Dawnus Construction

Redruth £1.5M code 210715
School
Extension
CONTR - Midas Construction

MIDLANDS

LONDON & SOUTH EAST

Solihull £600K code 208492
School
Refurb & repair
CONTR - Greswold Construction

Upminster £5M code 209515
School
Extension
CONTR - Neilcott

Telford £1M code 208173
Offices
Refurb & repair
CONTR - CLC Group

Maidstone £1.8M code 207765
Hospital
New build
CONTR - Kier Const' Southern Ltd

Ilkeston £6M code 208892
College
Extension
CONTR - GF Tomlinson

Maidenhead £12M code 208038
Offices
Refurb & repair
CONTR - John Sisk

Looking for quality tender and
contract award information
on construction projects around
the UK then look no further than
www.buildersconference.co.uk
We are a not for profit trade association,
European Law compliant with a code
of practice for business compliance.
Our key priority is to reduce construction
industry inefficiencies.
If you wish to become a member and
receive unlimited access to our
information then go to our website and
apply for membership or click demo to
ask for a code.

desire of this trade
“ The
association is to provide
all its members with
up-to-the-minute premier
construction data
and market analysis
Neil Edwards Chief Executive

”

To receive extensive information
direct to your Inbox or via a unique
login to our website go to
www.buildersconference.co.uk
or call 0208 770 0111 and ask
for membership.

If you wish to advertise in this magazine
please contact Neil Edwards on 020 8770 0111
or neil.edwards@buildersconf.co.uk

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 January 2013 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

The Builders’ Conference
Crest House, 19 Lewis Road, Sutton, Surrey SM1 4BR
Tel: 020 8770 0111 Fax: 020 8770 7736 Email: info@buildersconf.co.uk www.buildersconference.co.uk
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