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Late Payments
Force Contractors
to the Brink
A new report says one in three
construction companies have come close
to going out of business as a result of the
late payment of invoices.
The late payment of trade invoices is
threatening the profits, growth and even
survival prospects of small firms but few
use formal procedures to tackle the
problem. This is according to findings of
a research report launched today by the
commercial credit referencing agency
Graydon UK, working in partnership
with the Forum of Private Business.
The survey, which canvassed the views
of 500 UK small businesses, reveals
that 51% of companies cite that the
late payment of trade invoices is a
problem. 23% of these companies
subsequently indicated that late
payment is a serious problem, with
16% saying they have almost been put
out of business as a result. It also
found that 53% of construction
companies cited the late payment of
trade invoices as a significant problem.
Underscoring the ‘domino effect’ of late

payment down the supply chain,
meanwhile, 56% of those respondents
not paid on time have, in turn, been
forced to pay their own suppliers late.
Further, 45% reported that late payment
has eroded their profits and 23% asserted
that it has undermined their ability to
invest in growth through innovation.
65% of respondents reported
customers extending their
payment terms without notice
or consultation. 27% said
suppliers had universally
changed terms
and conditions
and 25%
that

customers had withheld final payments
without consent in order to assess the
quality of work first.
“The current economic climate makes it
more important than ever that companies
clearly understand the risks and
opportunities associated with their
operations. This includes identifying the
cash flow and other risks triggered by the
late payment of trade invoices by
customers. Companies cannot achieve
sustainable growth if they aren’t paid on
time consistently,” says Graydon UK
spokesman Gordon Skaljak. “But while
credit reference agencies such as
Graydon UK are business counsellors on
managing this risk, the business community
and the Government must join forces to
protect companies by stamping out the
UK’s late payment culture.”
Skaljak’s views are echoed by the Forum
of Private Business. “The research shows
just how damaging the late payment of
invoices is for small firms across every
sector. It decimates cash flow, kills growth
and innovation and ultimately forces
businesses to the wall,” says Phil Orford,
chief executive of the Forum of Private
Business. “We need to do two
important things – first, communicate to
business owners exactly what they can
do proactively to minimise late payment.
Second, we need to persuade large
corporations to embrace paying
their suppliers on time and in
full, avoiding the temptation
to impose damaging,
retrospective changes to
terms and conditions, so
that prompt, proper
payment washes down
the supply chain.”

Please visit The Builders’ Conference website www.buildersconference.co.uk
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Fraternising
with
The Enemy

Rarely a day goes by that we don’t hear a story about a company overstepping
the fine line between common sense and Machiavellian dogma.

another step towards the “we own
you” style of employment.

Normally (or abnormally, depending
on your viewpoint) this relates to some
over-reaction to health and safety.
Indeed, just last week, we heard that
the mighty Tarmac is seeking to
protect workers on its sites from the
perils of slips, trips and falls by
banning potentially deadly round
boot laces.

Either way, despite their commercial
opposition, they’re friends. It’s the
kind of thing that happens up and
down the country and across every
industry every weekend.

But surely it is also in breach of the
Construction (Design and
Management) Regulations 2007 and
their doctrine of Continuing
Professional Development (CPD).

But such practice is now frowned
upon by said construction giant: not
for potential breaches of the new
Bribery Act; and not, as you might
assume, to avoid accusations of
collusion. Apparently, the company
has set in place strict guidelines –
backed by the ubiquitous form – that
all but forbids its employees from
meeting with rivals, perceived or
otherwise. Ludicrous it may be, but
when introduced at a time when
virtually every construction
professional fears for his job, just how
many are likely to object?

In order to earn CPD points,
employees are required to attend a
number of educational industry events
including conferences and seminars
that will surely also be attended by
representatives of rival companies.

But then we heard another story about
an insidious set of rules set in place
by one of the UK’s largest construction
companies – who shall remain
nameless - that not only goes against
the spirit of this industry of ours, but
one that actively breaches the very
core of the CDM Regulations.
The story goes that an employee of
said company attended a sporting
event with a representative of a rival
company. Although the story as
recounted does not provide the
necessary detail, let’s assume that
they had previously worked together
or attended college at the same time.

So, if those attending The Builders’
Conference Annual General Meeting
and Luncheon in London on 16th May
find themselves sat beside someone
encased in a large plastic bubble,
you’ll now know why.

round
bootlaces
As someone who has maintained
regular contact with former colleagues
from just about every company I have
ever worked at, this “no fraternising
with the enemy” rule sounds like
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Technical
Recession or
Statistical
Mumbo-Jumbo?
It’s official – the UK is back in
‘technical’ recession. Or is it? Might the
statistical boffins have made a horrible
mistake? It wouldn’t be the first time,
says HSBC’s Mark Berrisford-Smith.

When economists waffle on about a
‘technical’ recession, what they
mean is that gross domestic product
(GDP) has contracted for two
successive quarters. Having declined
by 0.3% in the final three months of
2011, the publication by the office
for National Statistics (ONS) of the
initial estimate of GDP for the
opening three months of 2012, on
25th April, was eagerly awaited.
With the ONS duly reporting a
further contraction by 0.2%, the UK
is officially back in recession.

It’s the second time the UK has fallen
into recession in under four years, with
the last one having started in the
second quarter of 2008. Not since
the mid-1970s has Britain suffered the
indignity of a double-dip, although
back then, for all the memories of
three-day weeks, power blackouts,
and exhortations to share the bath
water, those recessions were both
fairly minor affairs.

anaemic affair, with activity reviving
by a feeble 3.2% between the third
quarters of 2009 and 2011. In truth,
that wasn’t a surprise. The overindebtedness of the government and
of households, and the damage done
to the financial system, made it
inevitable that this time around
recovery would be a long, fitful, and
arduous process.
Not Alone

But this latest recession comes hard on
the heels of the biggest one since
1945, which saw GDP contract by
just over 7%. Moreover, the
intervening recovery has been an

If it’s any consolation, the UK isn’t the
only advanced economy to have
double-dipped. The Euro Area will
almost certainly report a second

quarter of declining activity when
Eurostat publishes the data for the first
quarter in the middle of May. Within
the single currency area, Italy, the
Netherlands, Belgium, Portugal, and
Ireland have already fallen back into
‘technical’ recession, while Spain is
likely to follow suit. Elsewhere in
Europe, the Czech Republic is also
back in the grip of recession, with
Sweden likely to follow once their
first-quarter figures are released.
In the case of the UK, the figures for
the first quarter came as a
considerable surprise. Since the start
of the year business surveys have
pointed consistently to a clear
improvement in both confidence and
activity since the bleak days towards
the end of 2011 when the Eurozone
debt crisis seemed to be running out
of control. In particular, the closelywatched Purchasing Managers’ Index
(PMI) surveys have painted a picture
of modest expansion, rather than of
recession. The composite measure,
which puts together the results from

the surveys of manufacturers and
service businesses, has averaged
close to 55 during the first quarter,
with a reading of 50 representing ‘no
change’.
On that basis, the economy could
have been expected to have grown
by around 0.2-0.3%, instead of
contracting by another 0.2%.
Meanwhile, the consensus of the
forecasts published by economists
was that the economy grew by 0.1%
in the first quarter, with this
assessment being shared by the
National Institute of Economic and
Social Affairs, which publishes its
own estimates.
Statistical Dark Arts
This brings us to the vexed issue of
the accuracy of the early estimates of
GDP published by the ONS. They
have an unhelpful habit of revising the
data, and sometimes quite heavily.
The ONS publishes three estimates of
GDP, with the second and third

estimates for the first quarter due for
release in late May and late June.
The figures don’t usually change much
between the first and third estimates.
If they’re going to get revised, it tends
to happen several years later when
only a few statistical geeks are likely
to notice. This is because it can take
a few years to balance the national
accounts, so that the three measures
of GDP (output, expenditure, and
income) all tally, while after that the
statisticians may still revisit the
numbers to retro-fit methodological
improvements.
Two examples will suffice for now.
The final months of 1998, in the
wake of the Asian financial crisis and
the Russian debt default, brought
evidence of slowing growth and
widespread talk of imminent
recession. When the first estimate of
growth for the fourth quarter of that
year was released late in January
1999, there was considerable relief
that the economy had still managed
to grow by 0.2%. By the time the
third estimate was released
in March, that figure had
been revised down to 0.1%.
But if we look back at the
statistics today, the anxiety
about the state of the
economy seems unnecessary
because, rather than flirting
with recession, GDP is now
reckoned to have expanded
by a remarkably robust
1.2%.
More recently, in January
2010 there was much
speculation about whether
the first estimate of GDP for
the final quarter of 2009
would bring an official end
to the recession. To
considerable relief the ONS
duly reported that the
economy had limped across
the line into growth territory,

with GDP increasing by
0.1%. What wasn’t realised
at the time, but was clearly
hinted at by the business
surveys, was that the
economy had actually started
to recover a quarter earlier,
and that the growth rate for
the final three months of
2009 wasn’t 0.1%, but a
much healthier looking 0.5%.
MPC Unmoved
It’s therefore tempting to ask
why so much fuss is made
over these early GDP
estimates, when they are
liable to get changed, and
sometimes by quite a lot,
several years later. Certainly,
the Bank of England’s
Monetary Policy Committee is
showing signs of
exasperation, in particular with the
ONS’s seeming inability to get an
accurate handle on activity in the
construction sector: the minutes of the
meeting held on 4-5 April declared
that members found the recent sharp
falls “perplexing”, and the Committee
“was minded not to place much
weight on them”.
With this first stab at first-quarter GDP
including a quarterly slump of 3% in
construction output, the MPC may
have a point. It is for this reason that
the Committee is placing more
weight on the reports from its local
agents, who spend their working
lives talking with business contacts to
gain a qualitative impression of
what’s happening in the various
regions of the country. The tone of
the discussion at the last meeting also
suggested that with inflation falling
more slowly than expected on
account of the recent firming of oil
prices, the MPC will be prepared to
look through the current run of weak
GDP data, and that the apparent

return to recession will not prompt an
immediate rush to the printing press.
A Long Slog
But even though the GDP data may be
suspect, it can’t be ignored. The mere
fact of its publication could dampen
the nascent optimism of businesses
and consumers. The stakes have also
been raised for the coalition
government, as it battles to convince
voters that a hefty dose of fiscal
austerity is the only way to put the
economy right in the long term. Finally,
without speedy evidence that the
stalled recovery is getting back on
track, the ratings agencies will
doubtless soon have something to say,
with an increasing probability of the
UK eventually losing its ‘AAA’ rating.
One can all too easily imagine the
wrath of politicians and policymakers
if it turns out that the ONS called a
double-dip recession in error.
Irrespective of what actually happened
in the first three months of the year,

there is a strong chance of another
weak GDP reading for the current
quarter. The Jubilee celebrations at the
beginning of June, including an extra
holiday, are bound to act as a mild
depressant, as will the shutdown of the
Elgin platform in the North Sea. Not
until the third quarter is the tone of the
official data likely to improve. Not
only can the Olympic Games be
expected to boost tourism revenues,
but the money that has been spent on
tickets will then be credited to the
national accounts.
It could therefore well be the autumn
until there is some better news on the
economic front. And even that will
require that the Eurozone’s debt crisis
can be kept under some sort of
control. Even if it one day turns out that
the UK narrowly avoided a double-dip
recession, nobody can now be in any
doubt that digging the British economy
out of the hole it fell into during the last
decade is going to take many years.

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

Return of
the Flat-line
Any hope that the spike of contract awards
during March was the beginning of an
industry rally have been shattered by a
return to an established trend of bumping
along the bottom, says The Builders’
Conference CEO Neil Edwards.
It was great while it lasted.
As the level of contract awards
recorded in March bust the magic
£2 billion mark, there was an
all-too-brief reminder of how the
industry felt during the heady days
of 2007 when the industry’s streets
were seemingly paved with gold.
But the month-long sabbatical from
the doldrums was over almost as
quickly as it began, and this month
saw the sector return to what has
become the established norm;
bumping along the bottom with total
contract awards struggling to make
it above the £1.5 billion mark.
Against this backdrop, a few
companies managed to make the best
of a bad month, notably Vinci Group
company Ringway which netted a

£400 million term maintenance
contract while providing a
reminder of the importance of
renewed infrastructure
spending. Carillion also had
cause to celebrate, bagging a
£700 million framework
contract. But the champagne may
well be flat by the time the company
finishes work on the 10-year deal.
Similarly, Morgan Sindall’s business
development team were certainly
busy, winning a total of 24 individual
contracts in a single month. But with
a combined value of just £55.8
million, the company – like the
industry – remains a long way shy of
its pre-recession high.
Amidst discussions of whether the UK
economy has entered a double-dip

recession, it currently seems that the
only good news is, in fact, bad news
that is marginally less bad than it was.
In the commercial and banking sector,
lay-offs seem to have slowed. And in
London at least, property developers
have apparently abandoned countries
like Italy and Greece, viewing the UK
capital as a marginally better bet than
their bankrupt local economies.
But the lack of joined-up thinking that
led us to the current dire economic
and political straits apparently remain
unchanged. In the past month, we
have seen several local authorities
accused of “social cleansing” by
trying to rid themselves of hard to
home families to other parts of the
country. Meanwhile, a combination
of miscommunication and knit-youown-muesli environmentalism has
thrown Donald Trump’s planned
Scottish leisure development into
disarray with news that views from the
£1 billion facility could be blighted by
a wind farm. Surely at
a time when the
Scottish economy
would welcome a £1
billion cash injection
like a starving man
would greet a bacon
sandwich, they could
find an alternative site
for a wind farm; it’s not as if the
country’s short of wind!

To view an exclusive video of
Neil Edwards discussing the past
month’s contract awards and the
industry’s future prospects, please visit:
http://tinyurl.com/7lebvuk

Inching Towards
Recovery
Things are unquestionably looking up
for the British economy, but the
patient remains stable and a long way
short of fully recovered according to
HSBC’s Mark Berrisford-Smith.

Britain’s economic recovery continues
to be slow and fitful. The best that
can be said is that a double-dip
recession has probably been avoided
(just). In terms of overall growth this
year is shaping up to be virtually
indistinguishable from last year. But
while 2011 was a getting worse sort
of a year, 2012
might at least come
to be remembered
as a getting better
sort of a year.
The Office for
National Statistics
(ONS) now
reckons that the UK
economy shrank by
0.3% in the final
three months of last
year, which left the
growth rate for
2011 as a whole
at a paltry 0.7%. It
also meant that,

having suffered reverses in the final
quarters of both 2010 and 2011,
the economy is still no bigger than it
was in the summer of 2010.
Moreover, GDP remains nearly 4%
short of the pre-recession peak
reached in the opening three months
of 2008, with manufacturing

production still down by 9%. Even if
a modest recovery takes root, the
UK’s economy is unlikely to regain its
pre-recession level of output before
the second half of 2014. At more
than six years, the downturn would
be easily the longest since the
Great War.
Silver Lining
The silver lining in this cloud is
that the successful containment
of inflation in the years before
the recession has allowed
interest rates to be kept
extraordinarily low for an
extended period and for
quantitative easing (QE) to be
employed. Low borrowing
costs mean that fewer people
have lost their jobs, their
houses, and their businesses
than in either of the shorter
recessions of the early 1980s
and early 1990s.

The mood has certainly improved
since those bleak days last
November when the Eurozone’s
sovereign debt crisis was running out
of control and threatening another
systemic meltdown in the banking
system. The general improvement in
financial market conditions, which
has accompanied the progress that
has been made to containing the
debt crisis, has also fed through into
a thawing of the climate for
businesses. The results of the monthly
Purchasing Managers’ Index (PMI)
surveys in the UK suggest that the
economy has steered clear of a
double-dip recession. While
January’s strong reading turned out
to be something of a one-off, and
could have been the result of activity
being delayed from the bleak final
months of last year, the results for
February and March have continued
to point to modest expansion. While
this survey only covers activity in the
private sector, and excludes retailers,
it has proven to be a good guide in
the past to whether the economy is
expanding or contracting. It would
therefore be something of a surprise
if the ONS were to report another
decline in economic activity in the
first quarter, and even if they do it
should never be forgotten that they
have a habit of
tinkering with the
numbers long after
most people have
lost interest.
One of the
strongest
headwinds facing
the UK economy in
the past 18 months
has been the
squeeze on the
disposable incomes
of households.
These have been
falling since the

Even once the squeeze on
real incomes comes to an end,
consumers are hardly about to
return to their spendthrift ways of
the years before 2007.
Stubbornly high unemployment
and over-indebtedness
will make sure of that.
second half of 2010. On the one
hand rising commodity prices,
especially for fuel and food, pushed
up the annual rate of consumer price
inflation to around 5% by the summer
of last year. On the other hand, the
annual growth of average earnings
has stuck fast at around 2%, while
the number of people without work
has edged higher again. At the
same time, those who can afford to
do so have been paying down debt,
so that the ratio of outstanding debt
to disposable income is now at
around 145%, having peaked at
160% in 2007.

Fly in the Ointment
The prospects for a revival of
spending by households hinge on
the speed with which inflation falls
back into line with earnings. A fly in
the ointment has come in the form of
the recent firming of crude oil prices,
from around $105 a barrel for Brent
crude at the start of the year to
around $125 a barrel during
March.
If oil prices were to remain at that
level (they have eased back during
April) or should they rise further, then
the process of bringing consumer
price inflation back into line
with earnings will be delayed.
Even as things stand today,
HSBC doesn’t expect CPI
inflation to be back to the 2%
target until the second quarter
of next year. For the time
being, while survey-based
measures of consumer
sentiment have started to
improve, the retail landscape
remains very subdued.
But even once the squeeze on
real incomes comes to an
end, consumers are hardly
about to return to their

spendthrift ways of the years before
2007. Stubbornly high
unemployment and over-indebtedness
will make sure of that. Although the
headline unemployment rate has only
edged a little higher during the last
nine months, the number of people in
full-time employment has fallen as
more people have had to take parttime work. Indeed, the proportion of
people who are
working part-time, but
would prefer to be
working full-time, has
doubled since 2008.
The UK’s weak
productivity
performance in recent
years also suggests that
many firms are still
holding on to their
employees, rather than
making them redundant,
in the hope of better
times to come. So even
once a recovery gets
going, it will be a few
years before the rate of
unemployment falls
much from where it is
today. Firms will be able to expand
output for a while without taking on
new staff, and some of those working
part-time will take the chance to
extend their hours. The rate of
unemployment is therefore expected
to top-out at just under 9% during the
course of this year, but is expected to
tick down by only a few percentage
points during 2013.

continue, albeit less aggressively for
some years to come. Then, assuming
that a sustainable recovery becomes
established, interest rates will
eventually begin to rise from the
emergency levels that have applied
since early in 2009. If the Bank of
England implements the first increase,
as expected, in the second half of
2013, it is likely to be well into

2015, or even 2016, before interest
rates return to a level that would once
have been regarded as normal. In
other words, it could well be a
decade on from the start of the
financial crisis, that is to say 2017,
before consumers have completed
the process of deleveraging and
absorbing higher borrowing costs,
and so gotten themselves back onto
an even financial keel.

Household Debt Burden
The household debt burden is still
very high by historic standards, and
all the efforts of the past four years
have only brought it back to where it
was in the last quarter of 2005. At
what point people will feel that they
have done enough deleveraging is
an open question, but it seems more
likely than not that the process will

If all goes to plan, 2017 should also
mark the point when the government
fulfils its ‘fiscal mandate’ to balance
the cyclically-adjusted current budget.
This is already two years later than
was envisaged when the coalition
government came to office in 2010,
and the timetable could come under
more pressure if 2012 brings just
another false dawn rather than the

start of a sustainable recovery. It is
for that reason that it is so important
that the economy rebalances away
from its reliance on spending by
households and the government. To
date, progress has been patchy, with
British exporters enjoying a rare
good year in 2011, but with fixed
investment still acting as a severe
drag on growth. Prospects for
exporters, as ever, depend
to a considerable extent
on what happens in the
Eurozone, although steady
progress is being made in
re-focusing the UK’s
exports towards fastergrowing markets. With the
government having
slashed its own capital
expenditure budgets, a
revival of fixed investment
will need to be driven by
the private sector. With
UK corporates earning
decent profits again after
the dip in 2009 and
sitting on large cash
balances, across the
economy as a whole there
isn’t a shortage of resources, albeit
that the nationalised banks remain in
a fragile state. The issue is much
more one of confidence, and even
assuming no further mishaps it is
likely to be next year before firms
begin to step up capital spending.
Tough Year Ahead
From all of the above it’s crystal clear
that 2012 is going to be yet another
tough year for the British economy.
Even if the Eurozone’s debt crisis can
be kept subdued, it will probably be
another year before a sustainable
recovery takes root. In the meantime,
the trend will continue to be lumpy
and bumpy, not helped by a series
of statistical quirks, with GDP growth
for the year as a whole expected to
come in at a paltry 0.5%.

resources

The economy’s output will be
impacted in the second quarter, as it
was last year, by an extra holiday.
There is also the prospect of the
contribution from the oil and gas
sector being cut as the problems at
the Elgin platform are dealt with.
Then, in the third quarter the
Olympics are expected to provide a
boost to activity, as the money that
has been paid out for tickets is
included in the national accounts,
and as visitor numbers and tourist
expenditures surge.
While firms’ investment intentions
remain weak at present, a year of
relative stability should bring about a
marked improvement with projects
that have been postponed finally
getting underway. A recovery of
fixed investment, together with
continued progress on exporting to
emerging economies, holds out the
hope of a modest, sustained, and
balanced recovery, with GDP
expanding by around 2% in 2013.

Even if the Eurozone’s
debt crisis can be kept subdued, it
will probably be another year
before a sustainable recovery takes
root. In the meantime, the trend
will continue to be lumpy and
bumpy, not helped by a series of
statistical quirks

Recession
and the
Regional Rift
The past four years have been a torrid
time for the UK economy, with a sharp
and deep recession followed
by a faltering recovery.
Has this trauma upset the
long-established pattern
of regional economic
performance, and how
might that pattern evolve during the
coming years of public sector austerity,
household deleveraging, and a chastened
financial services sector?
HSBC’s Mark Berrisford-Smith takes
a closer look.

For all the ebb and flow of regional
indicators of growth and prosperity,
the story of regional trends over the
past two decades is a simple one:
the UK’s economic growth has been
driven by London and the South
East of England, supported by
adjacent areas in East Anglia, the
midlands, and the South West.
Official statistics on regional
GDP are produced more than a year
after the event and are only
presented in nominal terms (they are
not adjusted for the effects of
inflation). So the best way to get a
handle on long-term trends in
regional prosperity is to use data on
GDP per head and compare them
to the national average. The
picture that emerges is a stark one,
and also a salutary one for
the host of governmental and private
sector organisations who have
wrestled to address these regional
disparities.
London’s lead over the rest of the
country has widened massively.
The neighbouring South East has
made only limited progress,
emphasising the sharp intra-regional
divide between its wealthy commuter
areas and the poorer coastal fringe.
The three northern regions of
England have all lost ground; the
best that can be said of any of them
is that the North East stabilised
during the 2000s.
Similarly, the two Midlands regions
and the East of England also lost
ground, with particularly large
retreats suffered by the West
Midlands and the East since 2000.
Outside London and the South East,
the South West is the only region of
England that came anywhere near
to holding onto its relative position.

Significant ground has
been lost since 2006 thanks to the
economic and banking woes of
the Irish Republic and the bursting of
home-grown residential and commercial
property bubbles
Wales has consistently underperformed, and having been
overtaken by Northern Ireland and the
North East during the 1990s has
remained firmly at the bottom of the
regional pecking order.

manufacturing were hit hardest as
firms de-stocked aggressively, but
then had most to gain when the
recession was over and the restocking process began. At a
national

After losing ground in the 1990s, the
past decade has been a good one for
Scotland, which is now within
touching distance of achieving parity
with the UK’s GDP per head figure.

level, manufacturing output plunged
by over 13% between the first
quarter of 2008 and the third
quarter of 2009. From then until the
first three months of last year there
was a modest recovery which saw
output climb by just under 7%. But
since then, production has drifted
downwards, including during the
opening months of 2012.
Manufacturing is relatively heavily
represented in the three northern
regions of England, the East
Midlands, and Wales, but underrepresented in London, the South
East, and the East.

Northern Ireland staged an impressive
run from the back of the pack during
the 1990s, as the ‘troubles’ subsided
and the peace process took root; but
significant ground has been lost since
2006 thanks to the economic and
banking woes of the Irish Republic
and the bursting of home-grown
residential and commercial property
bubbles.
Experiences of Recession
With the UK enduring such a deep
and prolonged recession since the first
half of 2008 no part of the country
has escaped the trauma. Nonetheless,
some regions have got off a bit more
lightly than the UK as a whole or
suffered a little worse, largely on
account of their mix of industries, in
particular the extent to which they
depend on manufacturing, finance,
and professional and support services.
Those with a heavy reliance on

Not surprisingly, output also slumped
in the financial services sector, and
as yet there has been no recovery,
with the level of activity in the final
quarter of last year nearly 15%
down from the peak reached in the
fourth quarter of 2007. It might have
been expected that the financial
crisis would have taken its greatest
toll on the economy of London,
whose stellar performance of the
past two decades has been based
largely on the success of the City.
But in something of a cruel irony, it
has been provincial regions which

have so far suffered most. The waves
of redundancies which followed the
nationalisations and mergers of
2008 fell heavily on back office and
call centre operations, as well as on
secondary players unable to raise
finance from the wholesale markets.
By December 2011 the number of
jobs in the UK’s financial services
sector was still over 7% down from
the pre-recession peak, but had
fallen and then recovered in London.

Compared with the onset of the
recession, the rate of unemployment
is markedly higher in all regions.
Between the final quarters of 2007
and 2011 the national
unemployment rate rose by 3.2
percentage points (from 5.2% to
8.4% of the economically-active
population). The biggest increase, at
more than five percentage points,
took place in the North East,
followed by Yorkshire and the
Humber, and Wales.

Withstanding the Tribulations
Regions in the south and east, as
well as some of the larger cities in
other areas, have also withstood the
tribulations of the past four years
relatively well on account of their
strength in professional and support
services, which includes the likes of
accountants, lawyers, management
consultants, architects, marketing,
and head offices.
While this sector also
saw a plunge in output
– of around 13% during the recession,
unlike most other parts
of the economy activity
is almost back to the
2008 peak, having
posted healthy
expansions of around
5% in both 2010 and
2011. Yet another
factor that has helped
to insulate London is its
status as a tourist
Mecca, with jobs in the
accommodation and
food service sector
surging by a sixth in the
year to last December.
With official regional output data
available only up to 2010, and then
in abridged and preliminary form,
trends in unemployment and
employment offer the best guide to
what’s happened more recently.

At the other end of the spectrum, the
rate of unemployment increased by
less than two percentage points in
South East England, and by not
much more in the South West.
Just looking at 2011, while the
national unemployment rate edged up
again, increasing by 0.6 percentage
points between the final quarters of

2010 and 2011, there were a few
regions that managed to buck the
trend, with the unemployment rates in
Northern Ireland and the West
Midlands falling respectively by 0.8
and 0.4 percentage points, while
there was also a marginal decline in
the South West.

The quality of regional data makes it
hard to tell an accurate year-by-year
story for each of the country’s
regions. Yet looking across the
period from the onset of recession in
2008 to 2011 it seems that the
north of England, the midlands, and
Wales continued to under-perform,
on account of relatively steep falls in
financial services and manufacturing
activity, and the failure of the latter to
recover. In the meantime, the impact
of the enduring slump in the financial
services sector on London and the
South East was relatively muted and
in any case offset by a strong
recovery in professional and support
services. In terms of how the various
parts of the country have fared in
the opening months of this year, the
best guide to current performance is
the Purchasing Managers’ Index
(PMI) survey, whose results are
disaggregated at a regional level.
But this survey doesn’t
take any account of
activity in the public
sector, nor does it cover
retailers. There is also an
important caveat arising
from the small size of
many of the regional
samples, which means
that they are prone to
erratic monthly trends. But
a good impression of
how the private sector in
each region is performing
against the benchmark of
the national readouts can
be gleaned by
aggregating the monthly
observations into
quarterly readings.
In the closing months of last year
when the private sector economy
nearly stalled, only the North West
and Yorkshire and the Humber, both
manufacturing-intensive regions,
outperformed by a decent margin,
while activity was flat in the usually-

robust South East. As for the opening
months of 2012, the West Midlands
is the clear outperformer, probably
on account of strong export demand
for its luxury cars. But it’s been a
sluggish start for the North East, the
South West, and the three devolved
nations, with Northern Ireland
registering a faster pace of decline.
Narrowing the gulf
If the recent economic upheavals
haven’t done much to alter the
pattern of regional economic
performance, what can be expected
from the coming years of fiscal
austerity? Again, the answer is
probably not much. The best that can
be said is that the gulf between the
south-east of the country and the rest
may narrow a little, or at least
shouldn’t become any wider. The
manufacturing-intensive regions
should benefit from 2013 onwards
when hopefully a sustainable
recovery will get underway,
powered by fixed investment and
exports. Then, with the City no
longer enjoying the ‘light-touch’
regulatory regime that applied
before 2007, London’s growth as a
financial centre may be somewhat
checked. But an important questionmark hanging over the prospects for
provincial economies is whether
activity in the financial services
sector across the country as a whole
will ever regain its pre-recession
level. If it does, then there will be a
clear benefit to those regions,
outside of the City, that lost so much
activity during the financial crisis. But
restructuring the industry will take
several years, and the climate for
secondary players may always be
difficult if they need to access the
wholesale markets for funding.
But the biggest issue that will impact
on regional performance in the
coming years is the ongoing austerity
in the public sector. This process is

already under way, with jobs starting
to be lost from 2010 onwards,
especially in the area of public
administration, particularly local
government. Nationally, the number
of people employed in public
administration fell by over 6%,
amounting to a reduction of
105,000 jobs during the year to
December 2011, while the much
larger education and health sectors
shed around 90,000 jobs between
them. But to date, there has been no
clear regional pattern. Those regions
with large concentrations of back
office support staff are clearly at the
biggest risk, which might explain the
fall of almost a fifth in the numbers
working in public administration in
the North East. There were also
double-digit declines in the West
Midlands, the East and the South

East, but small increases in the North
West and in Yorkshire and the
Humber. Much will depend on
whether job losses in regional call
centres and other support functions
can be offset by moving civil
servants out of central London.
A revival of manufacturing activity
and a de-emphasis on financial
services may therefore help to
stabilise the gulf in regional
economic performance and
prosperity in the next few years. But
it seems optimistic to think that it will
begin to reverse the marked
widening of the divide that has taken
place in the past 20 years.
It will require a shift in government
policy and strong interventions to
make that happen.

Much will depend on
whether job losses in regional call
centres and other support functions
can be offset by moving civil servants
out of central London.
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Opening the
Claim
Floodgates?

On Wednesday 28th March 2012
the Supreme Court ruled that
insurance liability for those who had
developed mesothelioma, a form of
cancer stemming from exposure to
asbestos, was triggered when an
employee was exposed to asbestos
dust as opposed to when symptoms
of the disease developed.

‘landmark victory’ for thousands of
families wishing to pursue claims
against employers who may no
longer be in business and has been
estimated to place a potential
liability of as much as £5 billion on
insurers to relatives of those who
have died from asbestos-related
cancers.

The Supreme Court ruled that the
disease could be said to have been
“sustained” by an employee in the
period when it was caused or
initiated, even though it only
developed or manifested itself later.
Britain and Ireland’s largest trade
union, Unite, bought its legal
challenge on behalf of the family of
Charles O’Farrell, a retired member
who died of mesothelioma in 2003.

Change or Clarification?

This ruling has been described as a

However, a closer inspection of the
previous legal developments in this
area suggests that this ruling may in
fact be no more than clarification of
the existing law which in turn may
have a limited impact on future
claims. The decision seems to echo
the ruling handed down by the High
Court in 2008 where it was
decided that the insurer at the time
asbestos fibres were inhaled were

A landmark court
ruling has the
potential to trigger
thousands of
compensation
claims. Or does it?
BTMK’s Johanne
Turner and
Emma Jenkins
take a closer look.
liable. This was however overruled
by the Court of Appeal in October
2010 when it decided that in some
cases liability could be placed with
the insurer in place when symptoms
of mesothelioma developed. Since
then courts have failed to clarify
precisely at which stage liability is
triggered, leading to ongoing battles
between claimants and insurance
companies over the intricate
wording of insurance policies.
So what is the likely impact
of this ruling?
The ruling will undoubtedly have a
marked effect on future
mesothelioma claims. This view has
been expressed by Len McCluskey,
general secretary of Unite, who is of
the opinion that “This is a landmark
ruling which will affect thousands of

Harder to
Challenge

victims of asbestos”. The ruling has
certainly provided much needed
clarity for insurers and claimants
alike and potentially paves the way
for applicants to pursue their claims
against insurance policies dating
back to as early as the 1940s.
Further to this, this ruling has
established a principle that could
equally apply to other industrial
diseases with long lead times
between the point of exposure and
the emergence of symptoms,
creating potentially an
even higher liability
for insurers.

Despite this, and
contrary to media
representation, the
impact of the ruling is
unlikely to be as
substantial as first
anticipated. Whilst
welcoming the decision,
the Association of British
Insurers (ABI) has
blamed the litigation on
a small group of insurers acting
independently and at odds with the
industry suggesting that the law itself
has not in fact been changed but
instead the Supreme Court has
simply acted to restore the status
quo of the law in this area. Nick
Starling, the ABI director of general
insurance and health, said: “[This]
ruling by the supreme court has
confirmed what most in the industry
have always understood – that the
insurer on cover when the claimant
was exposed to asbestos should
pay the claim, rather than the
insurer on cover when the
mesothelioma develops”. It is
thus clear that whilst the
clarity provided by the
ruling was much needed,
the ruling from 2008 has
simply been reinforced,
making it
increasingly
difficult for
insurers to
challenge

The
supreme court
has confirmed
what most in the
industry have
always understood
– that the insurer
on cover when the
claimant was
exposed to asbestos
should pay the
claim
their liability by scrutinising
individual words within policies.
Clearly the clarification of the law
surrounding mesothelioma claims,
and the associated media
coverage, may well lead to an
increase in such claims. However,
there are still many obstacles which
will prevent even the most
meritorious of claims from being
pursued. As a result of this the
anticipated ‘floodgates’ may well
be prevented from opening.
Balance of Probability
Although the ruling clarifies that
families can now claim on policies
dating back to as early as the
1940s, this in itself is likely to cause
difficulties given that many
insurance records dating back so
far may have been lost of
destroyed. Further to this, claimants
will still have to overcome a number
of legal hurdles before succeeding

asbestos

in their claim. Claimants not only
need to prove that they worked with
asbestos, which in itself can prove
problematic, but also that on a
balance of probabilities that the
asbestos was in some way
disturbed and that the affected
person was consequentially
exposed to airborne particles. If
claimants are unable to satisfy these
points then they are unlikely to be
able to recover compensation given
that, despite recommendations over
two years ago, a ‘fund of last resort’
for mesothelioma victims has still not
been set up by the government.
Also, the proposed changes to the

‘no win, no fee’ system and the
abolition of the recovery of after the
event insurance premiums which
indemnify medical tests and tracking
down insurance policies means that
claimants are increasingly likely to
face difficulty in beginning cases.
Whilst it can’t be denied that the
ruling has added much needed
clarity to a complex area of law
which will in turn pave the way for
future claims, the impact is still
limited to maintaining the status quo
of the commonly understood legal
position. The same difficulties which
have always faced claimants in

such claims are still prevalent and
although they can seek comfort in
the certainty provided by the ruling,
the future success of mesothelioma
claims is still very much dependant
on the government’s current reform
proposals under the Legal Aid Bill.

Further information is available
from BTMK Solicitors LLP:
Tel: 01702 339222
Web: www.btmk.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 April 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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