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CHAPTER 1: THE ISSUES

The pressures for more housing 

It is widely recognised that there is a housing shortage in the UK due to insufficient housebuilding for a number of decades. This has made it difficult for people to find affordable housing in the places where they want to live. Britain has the highest long-term trend increases in house prices amongst the major world economies and this has been attributed to a lack of supply. Furthermore, economic growth is being held back by the labour market problems that result.

In 2004, for the UK as a whole, around a 190,000 new homes were built. Recent government policy documents have indicated the scale of the required increase in new housing to deal with current shortages and affordability problems.  Information is given for England only, but that is where most of the shortages exist. Currently, around 140,000 English homes are built annually. The Barker Review on housing supply suggested that to lower the trend of house prices between 70,000 to 120,000 additional private sector dwellings a year would be needed, plus a possible 17,000 to 23,000 social housing units.
  

The housing record

Housebuilding is now only around a half of its level in the peak years of the mid-1960s (Figure 1.1). Private sector housebuilding is about a fifth less than it was then and social housebuilding is much smaller. Over the intervening years, rising living standards and social aspirations have created a growing desire for better quality housing and owner occupation; in addition, there has been a marked revival in privately rented housing over the past 15 years.
 Housing provision is therefore much more market oriented now than it was 40 years ago and the vast majority of any future increases in housing output are expected to be for the private sector, although there may be some rise in social housebuilding.

Figure 1.1: Dwellings built by tenure 1965-2003
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House prices have risen as housing demand has grown (Figure 1.2). In fact, the long run annual average real increase in UK house prices is the highest of the advanced economies.
 The rise has also not been a steady one as the housing market has been subject to a series of booms and slumps. The housing market currently is cooling after a decade of price growth, although it is not generally expected to crash. Land prices have risen along with house prices and regional differences between them now are proportionately broadly the same now as they were a decade ago. All regions, consequently, have experienced tight land markets. 

Furthermore, the structure of the new housing market has changed. Most new building is now undertaken on brownfield land and over 40% of all new dwellings are flats. The outward suburban march of two-storey, pitched roof houses has been the parody of housebuilding since the nineteenth century; yet it is less and less an accurate portrayal of the industry.

Figure 1.2: Annual real house and land price changes
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Note: comparable land price data only exists from 1990s. 

Source: ODPM & ONS

One other feature of housing shortages is the size of new dwellings being built. The UK is one of a handful of Western European countries where new dwellings are on average smaller than existing ones and the country builds the smallest sized new units of all of the old EU15 countries. New British homes are around a third smaller than average new dwellings in France, Germany and the Netherlands, for example. This partly reflects the high price of housing here but the cause is mainly associated with urban and planning policies and controls. 
 The space standards of new housing is consequently being suppressed at present as well as the number of units built.

Extra housebuilding 

As a first step in the process of increasing housing supply, the recent Sustainable Communities plan published by the Office of the Deputy Prime Minster (ODPM) identified four growth areas in southern England, in each of which 40,000 new homes a year are planned.
  Furthermore, 16,000 low-cost homes are to be constructed annually over the next five years on land made available by government. 

Any extra housebuilding is likely to alter its regional balance. At present, as Table 1.1 shows, under a quarter of all housebuilding is in the South East, including in Table 1.1: Regional housebuilding 
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London, and the share has fallen since the early 1990s. (However, social housebuilding is now concentrated in the region, especially in London.)  Overall, England and Wales have experienced significant falls in their shares, while Scotland and Northern Ireland have experienced rises.  Any increase in housebuilding is likely to see an increase in the share of England and, in particular, the South East because that is where the main shortages are found. In the South East, the government has already designated several Growth Areas, which will accommodate an extra 200,000 homes in total above regional planning guidance provision. 

Potential labour shortages and this report

The land-use planning system has been identified by many, including the Barker Review, as a prime cause of the housing shortfall, because it has led to insufficient homes being built in areas of high demand. Moreover, in light of the Barker Review, detailed policy measures are expected to be announced soon that will increase the responsiveness of the planning system to housing shortages and market pressures. If all goes according to government strategy, housing land availability should improve significantly in the near future and, so, raise levels of housing output. Yet, the question remains of whether there are labour supply constraints on housing production in addition to land factors. After all, skills shortages in the construction industry are commonplace.  

UPE Consultancy was asked to undertake a study of the housebuilding and labour skills availability issue by CITB-ConstructionSkills in conjunction with the House Builders Federation. The research underlying this report has involved desk-based analysis and surveys of housebuilding enterprises.
 It has benefited in no small measure from the kindness and help of those working in the industry and, particularly, from an agreement to co-operate with the research by the Major Home Builders Group, encompassing the country’s dozen largest firms. So, many of the country’s leading housebuilders have provided information on a confidential basis and given the project their views on skills matters. 

Altogether 20 firms provided information, including the majority of the major housebuilders. They encompassed all regions and covered social as well as private housebuilding, although survey emphasis was placed on the private sector. Their combined output represents around a third of total annual housebuilding in the UK.

In this report, three key questions are addressed related to a significant and sustained increase in housebuilding: 

· Will building labour shortages hold back extra housebuilding? 

· What skills, if any, will be most limited and will they mainly be in manual or non-manual occupations?

· What implications are there for construction industry training? 

The questions are dealt with in the following three chapters. The first examines the current skills situation. This is followed in Chapter 3 by an estimate of the overall extra housebuilding workforce that would be required by plausible increases in housebuilding and a breakdown of that estimate into the key occupational subdivisions amongst trades and office-based staff. Those numbers are also compared with overall employment in those occupations in the construction industry as a whole. Those estimates are based on specific assumptions about productivity and labour use, so Chapter 4 examines potential developments that could affect the relevance of those assumptions and, hence, future occupational requirements. The chapter presents some conclusions about whether labour shortages might compromise attempts to expand housebuilding and some implications for training provision of a greater emphasis on housebuilding.  

CHAPTER 2:  THE CURRENT SKILLS SITUATION  

Skills availability in the construction industry

An integrated industry

Recent surveys of skills availability in the construction industry as a whole provide useful insights into the situation in housebuilding.  This is because the sector is an integral part of the construction industry as it shares a common pool of building resources with other parts of construction. The general availability and skill level of the workforce is consequently similar to that of other construction sectors - with the caveat that housebuilding uses a specific mix of labour skills and other inputs and, so, may face some particular supply issues as a result.  

The broad integration of housebuilding with the rest of the construction industry in terms of labour market behaviour can be seen from a recent study of the mobility of construction operatives undertaken by CITB-ConstructionSkills. The results showed that:

· 75% had worked in more than one sector, 60% of whom had worked in housebuilding; 

· Of particular importance, housebuilding was by far the most common ‘worked in more than one sector’ category;

· The survey suggested that nearly half of the existing construction workforce has had some experience of housebuilding.

This practical demonstration of labour mobility, nevertheless, does not mean that all workers are continuously moving between construction sectors. Some subcontractors may be on a commercial office site one day, a refurbishment project the next and a new housing site a few days afterwards, yet such rapid movement between types of work is by no means universal. Instead, continuously being in the same area of activity leads to considerable gains from specialisation, both for firms and individuals. Many housebuilding firms, for example, focus almost entirely on housebuilding, either as developers or subcontractors, and many employees and self-employed trades people similarly spend all or most of their careers working in the sector. Nevertheless, there is sufficient resource movement into and out of housebuilding at the margin to affect labour availability, quality, cost and market competition. 

A booming industry and labour market

The construction industry in recent years has experienced rapid increases in output.  New building is now at an all time high in volume terms, with much stronger growth in 2003 and 2004 (Figure 2.1). 

In addition, the repair & maintenance of existing structures has been increasing fast and such jobs represent around half of all construction work. For housing, repair and maintenance in official statistics also includes improvements, extensions and subdivisions (classified repair, maintenance and improvement, RMI). Total housing RMI has on average over the past decade been 80% higher in output volume terms than housebuilding (Figure 2.2). Although there are no official data, anecdotal evidence suggests that major works to existing houses have been rising considerably for over a decade. This has been due to conversions of existing buildings into flats as the housing market has boomed, while homeowners have also been upgrading their properties, particularly in the more expensive sectors of the market. 

Figure 2.1: Volume of new work, housing and non-housing 1955-2004 
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Figure 2.2: Housebuilding & RMI private and social, 1985-2004
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The long-run trend of construction output is a controversial issue. Most current forecasts suggest continued growth over the next few years. They do this by adding up the expected demands for individual types of work. Yet, the past record suggests that the sub-sectors within construction generally experience more varied demand, rather than decades of steady growth, with different peaks and toughs across sub-sectors. Construction work is cyclical and the current high levels of demand in real estate markets and from the public sector suggest a cyclical upswing element in current workloads associated with them.

Employment varies along with fluctuations in output, but its variation is considerably less than that in output. There were atypically large swings in employment in the late 1980s and early 1990s. Construction was one of several industries where activity varied sharply in line with a boom and then bust in property markets and the overall economy. Even taking account of that extraordinary period, over the long-term construction employment averages around 7% of the total labour force, with a narrow range of variation of one per cent on either side of that average (Figure 2.3). 

The current nature of construction demand makes it difficult at present to distinguish cyclical from long-term skill shortages in construction. A recent ONS study ranked skilled construction trades as having the third most intensive occupational shortages in the economy. Yet, it found that the evidence was inconclusive over whether this was indicative of a major structural shift in the overall pattern of national employment towards construction or whether it represented a cyclical upswing.
 

This issue of future trends in overall construction work, of course, is important with respect to an evaluation of long-term skills needs in housebuilding. Conclusions about it influence the extent to which any additional housebuilding employment can be expected to be an add-on to an already overheated labour market or, alternatively,  whether there will be a ready pool of building labour for housing as other sectors of activity cool down.

Figure 2.3:  Construction employment 
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A rise in skills supply

Surveys of shortages in construction skills tend to indicate that many firms currently find difficulties in recruiting staff. Shortages have been occurring in all the main manual trades as well as in managerial and professional occupations. However, the extent of these shortages has levelled off in recent years. There seems consequently to be a degree of market response to rising labour demand with the workforce rising by 4% in both 2003 and 2004 (Figure 2.3). 

Rising earnings relative to other industries have encouraged young people to enter the industry. This is indicated by increases in first-year craft trainees from the late 1990s onwards, after a severe downturn in trainees during the mid-1990s (Figure 2.4). 

The majority of trainees are undertaking training in the core building trades of bricklaying and carpentry, though other less traditional skill routes have been expanding as well.
 Moreover, skilled construction workers have been attracted from the new EU accession countries and elsewhere, especially into London and the South East, easing shortages significantly in some trades, like bricklaying.  

An important cause of the levelling off of trainee numbers in recent years has been insufficient capacity on college courses. If this is resolved, this may suggest an even  greater throughput of trainees in the medium-term than is now the case. 

Figure 2.4: First-year trainees on construction courses, Great Britain: 1990–2003
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Source: CITB-ConstructionSkills 

Professional training, in contrast, seems to be experiencing varying fortunes, according to graduate intake data.
 Architecture has been rising and a gradual long-term decline in planning seems to have been reversed, with a 7% growth in UK student numbers in 2002/3. In contrast, building course numbers are still falling quite rapidly – by 7% in 2002/3, the latest available data – which is worrying for the future availability of management personnel in construction; especially as an ever larger share of young people take university degrees. Management and professional shortages and rising earnings do not seem to have raised construction’s attractiveness as a place to work for many white collar workers, unlike with those interested in the manual trades or architecture and town planning.
 

Skills availability in housebuilding

The survey undertaken as part of this study found broadly similar trends in relation to skill shortages to those of construction in general.
 Housebuilding firm managers are knowledgeable about the availability of subcontracted labour, as they deal with subcontractors on a daily basis and have an interest in who is working on any particular site. So, it is possible to find out from them labour availability in indirectly employed site trades as well as directly employed site and office-based staff. The information is presented from a variety of perspectives in Figures 2.6 to 2.10.
 Analysis of this information forms the bulk of the rest of this chapter.

Generally easy to recruit

Skills which firms generally felt were easy to obtain present a broad picture of only selective shortages that affected some firms more than others (Figure 2.5). A wide variety of trades were generally easy to recruit for most firms, either directly (for management and office-based staff) or through subcontractors (the main procurement route for manual trades). 

At the other end of the spectrum, the least easy to recruit occupations were key office-based professional staff and managers, who in the main presented the greatest recruitment difficulties, plus the core trades of bricklayers, roofers, plumbers and plasterers. Carpenters and painters were also not easy to recruit for many of them as well.

Figure 2.5: Skills generally easy to obtain
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Despite these identifiable recruitment problems, it is important to emphasise the more positive labour market aspect of this information. Many firms reported that most occupations could be recruited with relative ease providing that at least the going rate was paid. 

When explicitly asked, all firms said that they were not holding back output because of labour shortages. Instead, all were keen and able in terms of production capacity to expand significantly the number of dwellings they were producing, despite a softening in the housing market at the time of the survey. Instead of labour availability, they virtually unanimously identified land shortages, planning constraints and associated delays as the key constraints on producing more housing. 

When interpreting the survey information on the occupations that were seen as more difficult to recruit, presented below, this conclusion should be borne in mind. ‘Difficult’ is a relative concept and it should not be interpreted as an output damaging ‘impossible to recruit’. 

Periodically in short supply

Some occupations were reported as being periodically in short-supply, either for seasonal or other reasons. They are shown in Figure 2.6. 

Seasonal shortages particularly affected site-based trades, notably painters and roofers, plus to a lesser degree some others. Such seasonality factors arose for two reasons: first, the impact of climate and its effect on the overall demand for certain trades and, second, the rhythm of the housebuilding year, which is institutionally determined by firms’ build targets and the end dates of target periods. Paradoxically, rushing to meet targets could mean surges of labour demand in the dark winter month of December. 

In contrast to the trades, managerial and office-based staff were said to be periodically in shortage for other reasons. The causes generally related to a recent experience of finding it difficult to recruit to fill a vacancy. These types of hold-up were categorised as periodic because firms recognised that they could have had bad luck in the appropriateness of the applicants for a specific post or that an overheated labour market was creating temporary recruitment problems. 

Such periodic shortages of managerial and office-based staff affected only about a quarter to a third of surveyed firms and were more strongly experienced for professional posts than managerial ones (Figure 2.6). 

Figure 2.6: Skills periodically short in supply
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Always in short supply 

Between a fifth and two-thirds of respondents, depending on the occupation in question always found around half of the listed occupations short in supply (Figure 2.7). This generally meant that it might take several months to fill a vacancy. (The relative importance in housebuilding of each trade is examined in Chapter 3.

Quantity Surveyors

By far the most difficult occupation to recruit was quantity surveyors (QS). Almost two-thirds of the firms interviewed found them in short supply or very hard to recruit. QS play an essential part in housebuilding in the measurement and allocation of work, estimating and managing costs, negotiating with subcontractors and, additionally, undertaking some degree of site supervision and monitoring. The typical career route is either via a college and work experience qualification, with people entering at post-school level and working up from technician level, or - less so in housebuilding - via a degree course. The pay is significantly lower than for chartered surveyors and other professions, which may affect its attractiveness for those contemplating a construction related career.
 Housebuilding is also in direct competition with all other types of construction work for quantity surveyors as they are the measurers, assessors and cost managers essential to every type of construction work. 

Figure 2.7: Skills always short in supply
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Managers and other professionals

Many of the other ‘always in short supply’ occupations were also managerial and professional ones. Amongst managerial grades, site managers were the most common group found hard to recruit, particularly good quality ones. Every site needs a manager employed directly by the developer and many housebuilders on their larger sites utilise the services of an assistant site manager as well. Assistants who prove their worth are generally promoted up to site manager status.  The number of site managers and assistants a firm needs consequently depends on the number and type of sites it has on the go at one point in time. 

Another factor influencing site manager recruitment needs is the time that they stay with a company. The turnover of site managers is generally higher than for other managerial staff. With the shortage of good quality ones, they are often approached by other firms or recruitment agencies. One housebuilding firm that operated in a number of parts of the UK said the they generally stayed with the company for only 2 years. Part of the problem is that site managers tend to be young and looking for career advancement, but many companies cannot offer them that because of their limited management structures – although larger firms should be able to offer more opportunities than others. 

The most common recruitment route traditionally for either assistant or full site managers is from the trades on site, particularly bricklayers and joiners, although nowadays an increasing number are appointed from college/university construction management courses. The traditional route, however, illustrates the frequent close links that housebuilders have with trades, despite the fact that the latter are generally subcontractors, specialising in one trade or activity on a labour-only or supply-and-fix basis. With labour-only, only hand tools in addition to labour will be supplied, whereas materials (usually prefabricated components) will be supplied as well by supply-and-fix subcontractors. The main housebuilding trades will usually be labour-only suppliers. 

The site manager’s job has changed substantially over the past 10 years. The movement to brownfield sites has increased the complexity of their work. In addition, consumers now demand higher dwelling specifications and finish quality. Site managers also now carry out a  wider range of functions, such as in the areas of health and safety and customer care. They need a good understanding of building techniques for some quite complex structures plus knowledge of materials and suppliers. The job requires ever more important time management skills and has an important quality control element to it.

The quality of site managers is a vital concern for firms, because their ability determines how well a site is run. They can also affect the ease with which subcontractors can undertake their jobs on site. One survey respondent said that some subcontractors would alter their fee depending on whether they viewed the site manager as being of good quality or not, raising their price by, say, 5% if they thought a poor quality site manager would hamper their efforts. 

The site manager route is also an important one for general management recruitment.  Many current managers on the production side of housebuilding firms and subcontractors have come up from the trades, although the graduate route is increasing. Others might be quantity surveyors but there are generally only a few of them in each company. 

Home-grown, rather than being imported from other industries or sectors of construction activity, is a general characteristic of management personnel in housebuilding, both for the larger firms and for labour-only subcontractors. Managers across a wide variety of functions will be expected and need to have extensive knowledge of housebuilding operations. Even sales and marketing people tend to come from within the industry or, less commonly, the related one of estate agency. Therefore, all management recruitment tends to be from within the industry on either an up-from-the trades or junior-office-rank basis, with the exception of some senior finance, legal and accounting specialists. Given this propensity to recruit from within the industry, individuals will either progress up the management ladder of one firm or move to another when the opportunity arises. 

Many managers, as well as office staff, stay with the same firm for long periods of time, according to the information gathered in the firm survey. They may move from one firm to another at particular points in time but, generally, do not switch on a frequent basis. Several respondents suggested that when one firm takes another over, they will often retain many of the existing management staff, because it is far easier to do that than to recruit entirely fresh teams. 

This pattern of management and office staff continuity may come as a surprise to many who see construction as a highly mobile industry. Evidence reported earlier did highlight such mobility, but this does not mean that every employee or subcontractor continuously moves from one firm to another. Housebuilders are locality based and, so, can offer relatively continuous employment in an area to people, which is popular with many existing and potential employees and subcontractors. Firms also need staff with good local knowledge as that is essential to the effective operation of their businesses. In housebuilding, consequently, mobility is often most important at the margin or sometimes in areas of extreme labour shortage.

The scale of recruitment of site mangers, more senior managers and professionals depends on whether a firm is significantly expanding its output or not. A rapidly expanding firm will be drawing more people into their management and professional hierarchies at relatively earlier stages in their careers as well as recruiting from other firms. Management and professional availability is as much about the available range of competences currently existing at the more junior levels of the employment hierarchy as well as about the existing pool of people at a particular level of management. 

An organic approach to management skills depends on two key factors: appropriate training, much of which is work-based experience gathering and firm-provided courses, and the availability of sufficient junior staff with the requisite competences. As housebuilding is a labour-intensive activity, key competences relate to people management and communication issues, much of which depend on personality as well as learnt skills. 

In general, although managerial staff were in short supply, surveyed firms argued that they can cope and that output is not held back by them. This was especially the case for those that took a long-term view of their employment needs, as the majority seemed to, and recruited and trained junior staff appropriately. 

The age profile of the management and professional staff of a housebuilding company reflect its fortunes over recent years. One characteristic noted by several survey respondents is the ‘missing generation’ of managerial and professional staff in their late 20s and early 30s caused by the freezing up of recruitment during the crisis years of the early 1990s.  

With the increasing attractiveness of construction employment to younger people, noted earlier, worries about an increasingly ageing workforce seem to be abating. The ‘missing generation’ view now seems more prevalent. When they were asked, for example, concerns over an ever-ageing skilled workforce was a significant issue for only a few housebuilder survey respondents. 

Subcontractors also need managers of their operations and quantity surveyors to undertake measurement, evaluation and contract work. In housebuilding, many subcontractors tend to be locally or regionally based family firms. They may be quite small or have an operation that runs to several hundred staff.  Often they are run by a proprietor who himself worked up through the trade in question. Senior management will usually be undertaken by such a person and involves a limited management hierarchy down to the team leaders of the gangs or individuals that undertake site work. Nonetheless, some managerial and clerical employees will be needed to manage contracts and groups of operatives. One housebuilder, for example, suggested that a typical medium-sized bricklaying subcontractor would have around 80 trades people and a staff of six. 

There seems to be an inter-play between housebuilding firms and subcontractors with regard to management staff. One respondent from a major housebuilder, for example,  quipped that subcontractors take the best of their contracts managers and quantity surveyors by making them attractive offers after having had experience of working with them. Housebuilders, in turn, may recruit site and other managers from subcontractors’ workforces.

With regard to graduate recruitment, a number of respondents suggested that a factor restricting recruitment to housebuilding was its poor image in a wider construction industry already suffering from a weak profile with younger people. For example, they suggested that working on a major office development or infrastructure project, such as the Channel Tunnel Link or Heathrow’s Terminal 5, was regarded as noticeably more glamorous as an employment option than “visiting muddy housing developments”. Professionals, furthermore, would often be keener to work for a major employer of their profession, such as a large architectural practice or planning authority, than be part of a small, mixed working group in a housebuilder. They pointed out that housebuilding often offered better pay and job security than many professional practices and other spheres of construction and felt that this should be more widely known in schools, colleges and universities. 

One reason for the growth in the employment of planners and architects is the growing complexity of land assembly as a result of changes in the planning process. The greater use of brownfield land, the design requirements associated with PPG3 and the concern of planners to require more design diversity, all lead to a need for greater design and planning input by housebuilders. 

Most housebuilders have some architectural and planning staff. Nevertheless, architectural and design services are the most likely office-based occupations to be outsourced by housebuilders. There seems to be a diversity of opinion, even between divisions in the same firm, over whether direct employment of such skills is preferable to outsourcing. 

The increase in intake to architecture and planning degree courses, noted earlier, may already be indicating future amelioration of skill shortages in these areas. In contrast, the continued decline in building graduates will continue to generate problems, though most housebuilders tend to employ a smaller proportion of graduates than do the major construction contracting firms.

Manual Trades

Around two-fifths of firms surveyed found bricklayers and plumbers hard to find and around a quarter had difficulties with plasterers and carpenters. 

The broad categorisation of trades, moreover, hide shortages of particular occupations within them. There is a wide division of labour within broad occupational categories and many firms said that these divisions have been growing over time with technical and organisational developments, such as continued growth of particular specialisms within wood trades. Consequently, particular sub-groups can be hard to come by, even when the broader category was not so short in supply. This raises issues for skills training and highlights the need for training providers to keep up with ever-changing divisions of labour within housebuilding and adjust their training profiles accordingly.

Not all of the shortages are amongst the most skilled workers but are also in activities usually classified as semi- or un-skilled. Consumers, for example, are demanding far higher internal specifications as standard in their new dwellings than would have been the case a decade ago and also want, often-fashion driven, items that individualise their homes. This has pushed up labour demand for those that fix and create such dwelling features. Volume builders cannot always acquiesce to large-scale bespoke client requests without severely disrupting work flows. Up-market builders, however, are more likely to do so, yet they may find difficulties in recruiting the appropriate skills. A number of firms cited tile fixing, either on floors or walls, as a cause of labour availability problems. The tiles requested by clients may be expensive, bulky and hard to cut while minimising wastage. Firms need people who can fix such items efficiently and quickly, so that work flows are not disrupted, yet often find the appropriate people hard to come by. 

Others spoke of shortages of erectors of timber-frame systems. A number of England-based respondents highlighted the paradox that those trained in traditional carpentry methods were often poor erectors of timber-frame systems and made the following comments as justification of their opinions. Trained carpenters would be tempted to chip, saw and adjust and to work to traditional tolerance levels rather than those required by the system itself. Furthermore, they would slow down the erection process by exhibiting such traits, defeating one of the clear benefits of the approach. Instead, specifically skilled erectors, who could be trained in far less time than a fully competent joiner, were seen to be a far better option but people with the right aptitude could not always be found, even when the required training was on offer. 

An important difference arises between Scotland and England over the skill categorisation of timber frame erectors. Scotland has a much longer tradition of timber-frame building and, according to NHBC figures, around 62% of private housing output uses the method. There, timber frame erectors are regarded as being at the top of the on-site hierarchy and can earn £50,000 a year. In contrast, they are considered to be only semi-skilled workers in England, where currently only around 10% of private dwellings are built using timber frame methods. 

It is not always the case that workers want to undertake the most skilled jobs or higher status, even when they are the most skilled and capable. Many workers are earnings maximisers. As a result, the highly efficient ones may prefer simple, repetitive jobs at which they can produce above average volumes - and earn high returns - to more complex ones that utilise their skills to the utmost, as such work leads to lower earnings. Bricklayers were cited as such a trade. 

This earnings maximisation characteristic may indicate why trades tend to be harder to find for social than private housing work in areas of high labour demand, as, for example, was discovered in a recent skills survey for the Housing Forum.
 Direct employment may offer skilled workers less opportunity to pick and choose the high earning tasks than in the subcontracting option. The relative simplicity and speed of repetitive work on private sites may also lead to higher earnings for them.   

In a purely market driven world, over the long run complex brickwork would either rise in price to compensate for workers specialising in it or be priced out of existence. However, planning agreements may require builders to undertake such work on a piecemeal basis for which they cannot easily find sufficient bricklayers, leading to skills shortages. 

An overview of perceived skills shortages

The analysis above looked at recruitment difficulties in terms of degrees of difficulty in recruiting staff. Such disaggregation is useful, but it does not give an overall indication of which occupations generate the most recruitment difficulties. Weighting responses by the severity of the shortage enables such a global perspective to be provided, as shown in Figure 2.8, where a ranking of 10 would indicate that an occupation was in extreme short supply and a ranking of zero would indicate no shortage at all.
  

This overall scoring exercise, in addition, illustrates the relative severity of recruitment shortages in general. The results show a ranking of 5 or less for most occupations, illustrating the earlier comments that skills shortages are not generally binding enough to affect levels of output.

None the less, there are recruitment problems with both office and site based occupations. Quantity surveyors and a variety of other professions feature highly in this ranking as difficult to recruit. Bricklayers, plumbers and plasterers are the most difficult to recruit trades. There are also problems with management, a lot of which is associated with site managers, as noted above. 

Below Figure 2.8, trades and white collar staff are identified and ranked separately according to the overall difficulty of recruitment. These rankings, of course, do not take account of the overall numerical importance of each occupation in housebuilding operations.
 Chartered surveyors, for example, are not employed much but are relatively difficult to recruit when they are. 

Cyclical labour shortage stress indicators 

Earlier, it was suggested that some current shortages of labour may be cyclical in nature with construction output currently rising above trend. There is evidence from the housebuilders’ survey of such cyclical pressures in terms of changes in labour availability, labour quality and earnings. 

During a marked upswing in labour demand, signs of temporary labour market tightness are likely to occur. In particular, it is to be expected that certain occupations will become increasingly short in supply, that firms will be forced to employ lower quality workers to fill vacancies, and that earnings of the most short in supply occupations will rise above others. Such symptoms were all reported by housebuilder respondents to the UPE survey. 

Figure 2.8: Overall assessment of recruitment difficulties
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Overall ranking of recruitment problems for trades and office-based staff

WORST RANKED HIGHEST

	TRADES
	OFFICE-BASED STAFF

	Bricklayers
	Quantity surveyors

	Plumbers
	Town planners

	Plasterers
	Architects

	Wood trades
	Building & civil engineering technical

	Roofers
	Managers

	Scaffolders
	Chartered surveyors

	Painters & decorators
	Civil engineers

	Steel erectors
	Architectural & town planning technical

	General operatives
	Other engineers

	Plant operatives
	Office staff

	Electricians
	Draughtspersons

	Floorers
	Estimators, valuers & assessors

	Other trades
	Building inspectors

	Glaziers
	Other professionals

	Plant mechanics
	Financial technicians

	
	Other technicians incl. IT


Source: UPE Housebuilders Survey

Of course, as with most market indicators, it is not entirely clear precisely what the measured changes are indicating. There might be structural changes going on, as well as cyclical ones, but in terms of manpower planning it is perhaps wise to err on the side of caution and not mistake a temporary upswing for a prolonged change that needs action in terms of training provision. 

Views on changes in recruitment difficulties over the past three years were gathered in terms of three types of response: no change, an improvement and a deterioration and the results are shown in Figure 2.9. Firms often gave divergent responses, so that it is important to look at the balance of those responses for each occupation. 

What is immediately noticeable from the results is that a deteriorating situation is more often recorded than an improving one, which is perhaps to be expected given the upswing in the construction cycle. Nevertheless, the majority of firms for most trades still reported no change, which suggests once again that a major skills crisis does not exist nor is it immanent. 

Even so, a number of occupations are becoming increasingly short in supply. The ranking of such occupations was different from that of the earlier skills availability results. Manual trades moved up the scale indicating that shortages were accelerating from them. Yet, there was a marked divergence of views for a number of trades. For bricklayers, previously identified as the trade most short in supply, over a half of firms thought that the situation had deteriorated - yet almost a third of respondents thought it had improved. Amongst office-based staff, the supply of quantity surveyors had deteriorated the worst. 

Perceptions of deteriorations in labour quality (Figure 2.10) were in the main not as strong as views over which skills were becoming increasingly short. Nevertheless, some occupations were identified by most firms as having new recruits of lower quality, most notably plasterers, which indicates that many were having to dip into a shrinking pool of supply. The manual trades overall were more commonly identified as having declined in quality than office-based occupations, though some firms also reported quality improvements in them. Amongst office-based staff, quantity surveyors – the most short occupation – had declined in quality the most, followed by the least qualified of the others, technical and office staff.  In contrast to new recruits, most firms were happy with the quality of their existing staff; a finding that echoes results from general construction industry surveys. 

Figure 2.9: Change in recruitment difficulties over the past three years
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In terms of rises in wages and salaries, the results for manual trades were strongly consistent (Figure 2.11). 70% or more of firms thought that bricklayers, plasterers, plumbers, carpenters and steel erectors had had earnings growth of more or significantly more than the average and half thought that electricians had as well.  For most other trades only a relatively few firms reported above average wage rises, though the ones that did thought the increases had been marked. Less firms identified

Figure 2.10: Perceptions of quality of skills
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Figure 2.11: Increases in wages and salaries over past 3 years

% of respondents reporting increases above the average for all occupations
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office-based staff as having above average salary increases, yet the proportion was still high, averaging 50% of respondents across a wide range of occupations, many of them recording that the increases had been high.

Regional variations in skills shortages

The impact of the South East

General surveys of the construction industry show marked regional variations in labour shortages. The major division is between the South (and East) where labour demand is very high, due to high rates of growth in construction work, and the rest of the UK. Although London and the rest of the South East together have the largest amount of construction activity and have seen output grow at twice the national level in recent years, according to CITB-ConstructionSkills, they consistently record the lowest number of firms reporting skill shortages of all the UK regions. This finding probably indicates the mobility of construction labour - with workers from other regions attracted to the South East by the high earnings there, leaving shortages behind in the localities from where they came. 

A recent construction site survey in the South East lends support to this hypothesis. It found that around a third of the workers interviewed originated from outside of the South East. Levels of self-employment – which tend to maximise earnings - were also high in the typical housebuilding trades (bricklayers 80%, carpenters 60% and roofers 60%) suggesting that mobile workers were often ending up working in it.

CITB-ConstructionSkills data show that London and the South East also have the lowest number of construction trainees of the UK regions, so that it is a net importer of new, as well as existing, construction labour from other regions and abroad. However, the region is better endowed with university courses and, hence, a better regional balance exists of  new professional construction industry entrants than probably of trades.

In contrast to more general construction surveys, housebuilding firms in the UPE survey consistently reported that the greatest labour shortages exist in London and the South East. This reflects a long-term tightness in the Southern England labour market, as well as the recent demand upswing there in construction overall, especially commercial work and housing RMI. The problem is that not only is the South East the area of greatest construction and housing demand, it also has a work mix that is most conducive to intense competition for labour between housebuilders and others. Workloads, in other words, are tilted towards activities that most directly compete for labour with housebuilding: commercial new build and R&M and housing R&M and improvement. 

Greater labour shortages in the South East have affected the way in which labour is utilised. There is a much greater turnover of labour, as workers search out the best earning opportunities and move in and out of the region. In other regions, such as in northern England, there are frequently long-term arrangements in the main trades between individual sub-contractors and specific housebuilding firms. These are less common in the South East. Instead, more intermediary firms have evolved to manage skilled labour availability and the generally higher turnover of workers. Furthermore, there is a greater use of labour agents than in other regions, although the interviewed firms say they tend to avoid using them as much as possible because of concerns over price, quality and reliability. 

One manager of a major housebuilder illustrated the extent to which labour turnover can reach in the South East. The company had a site that could regularly employ 80 people across a mix of trades in a year. Instead of around 80 people filling those posts for most or the whole of the year, the firm found that around a 1,000 people passed through the site over that time undertaking the tasks assigned to those jobs.
 

Faced with high labour turnover, housebuilding firms, as well as others, cannot expect subcontractors regularly to provide the same individuals for successive work contracts. Rather, they rely on subcontractors to manage high labour turnover and to try and ensure a consistency of work quality. It also makes training a more costly exercise as there is a far greater probability of losing a trained worker to a competitor or to another part of the industry or to a job outside of UK construction.
 This training loss not only affects housing developers but also the subcontractors that they use, discouraging both from undertaking training. 

The evidence about the mobility of construction labour suggests that regional labour availability issues are not clearly separable but, instead, can only be understood in a national context.  A shortage of skills in one region, for instance, may reflect differences in earnings between it and regions that are more successful at meeting labour needs.

Of course, regional patterns of demand vary and the skills mixes to meet those demands, in turn, are unique. Differences in the scale of regional housebuilding in both the private and social sectors were noted earlier in Chapter 1. House type mixes also affect production techniques and skills requirements - with, for example, flats in high rise structures necessitating either concrete or steel framing technologies. Procurement methods may also be affected. One major housebuilder interviewed, for example, contracted out all the construction work on high rise urban blocks of flats to specialist contractors rather than utilising the in-house management and subcontractor relationships it typically used in low-rise building. Housing RMI also varies regionally and is disproportionately high in the South East. 

In some parts of the country, the impact of increases in public sector housing refurbishment in order to meet government quality standard targets by 2012 is  expected to alter the demand for particular trades. The scale of the impact on regional labour demands obviously varies depending on the relative size of the public housing stock in localities, its current quality and the extent to which local authorities and registered social landlords will have the funds to undertake the work. However, the impact on skills demand may be important in specific localities. One major building firm in South Wales, for example, was concerned about the consequences in relation to the available supply of electricians, plumbers and multi-skill trades and was pessimistic that sufficient skilled people in those occupations were going to be available.

Some labour supply consequences of higher earnings

Lower labour supply per worker

One feature of full employment and high earnings is that the potential effort from the housebuilding labour force is lower than it might otherwise be, because with higher earnings workers take more leisure and, hence, offer less of their time for work. As earnings are highest in the South East and the labour market is at its tightest there, the impact of this phenomenon is greatest in that region. Many housebuilding firms complain that they cannot get trades people to work on sites on Friday afternoons, let alone over weekends. Alternatively, they find the trades people do not turn up because they have found an impromptu holiday opportunity. More money, in other words, does not necessarily induce more total effort. 

In economic terms, housebuilders are suffering from a backward bending labour supply curve for manual trades. Manual workers, furthermore, are more able to exercise such preferences because of the relative freedoms given to them by their self-employment status. When such behaviour occurs, in practice it means that a larger pool of skilled labour is required to build a given amount of housing. 

The phenomenon of higher earnings discouraging work effort is likely to be greatest at times of boom. People’s aspirations over time tend to adjust upwards towards potential earnings capacities as they get used to particular living standards and want better ones. On a longer-term trend basis, therefore, backward bending supply curves tend not to be so common. In the short-run, however, aspirations are more fixed and, so, when a particular standard of living is reached, more leisure seems an enticing prospect for many. Construction booms, therefore, are times when worker effort may decline. This phenomenon needs to be taken into account when trying to forecast long-term employment needs. 

Knock-on labour shortages

Another consequence of sudden short-term increases in earnings in one activity is that it can have repercussions for the supply of other ones. This is important for two of the current shortages identified above:  training places in colleges and the availability of site managers. The reason is that both depend on an availability of people to work in that occupation when they have the option of being a trade worker. Many site managers, as was noted earlier, were previously trade operatives. Similarly, many of those who train craft workers are obviously capable of doing that craft work directly themselves. 

Trade earnings reflect the state of demand for skilled labour. In a boom, self-employed trades people will be able to command very high payments and have full, or over-full, workloads.  As the market cools, their earnings will moderate. In contrast, the pay of salaried staff will rise more slowly and firms will be reluctant to cut salaries as boom conditions fade for fear of alienating or demoralising their employees. The result is that over the course of the construction cycle trade earnings fluctuate more than salaries, so the relative attractiveness of salaried occupations varies in tandem.

Over the long-term, earnings in competing occupations must move roughly in parallel if jobs in them are to be filled. In the short-run, in contrast, earnings may vary considerably, creating recruitment problems in the occupations whose earnings lag behind. This effect can probably be seen in both the availability of college training staff and site managers. Earnings in trades may currently be superior in worth for potential employees to those of salaried jobs, once account is taken of the different workloads and burdens associated with each activity. So, more people move into trade jobs or are reluctant to give them up for a permanent post in a college or building firm. However, this is likely to be a short-term factor that will moderate over time as the demand for trade labour either slackens or salaries catch-up.  

CHAPTER 3:  

HOW MUCH EXTRA HOUSEBUILDING LABOUR IS REQUIRED? 

Forecasting housing labour inputs

This chapter presents some estimates of  the existing housebuilding workforce, based on 2003 data, when UK housing output totalled 190,000. Estimates are made for the total workforce and by occupation. These figures are then used to assess how many people would be needed to build 250,000 and 300,000 dwellings a year: two plausible future housebuilding targets in line with estimates set out in the Barker Review. The analysis utilises existing national level data and information derived from the UPE housebuilders survey. 

The calculated numbers are inevitably approximate. However, they make it possible to identify the scale of increase in training that might be needed for particular occupations, if all extra housebuilding was simply an add-on to existing levels of construction employment. They can also be compared with estimates of the total employment of each occupation in the construction industry as a whole.

The need for estimates of the existing workforce

There are no data on the numbers of people working in the housebuilding industry, nor are there for any other sub-category of construction work, because many firms simultaneously work in more than one sector of the industry and because of estimation difficulties that arise from the sub-contracting nature of much construction work. As a result, when investigating labour and skills requirements it is necessary to make estimates.  Two  routes are possible:

· To aggregate upwards from estimated labour inputs for particular types of housing work

· To disaggregate downwards from aggregate data on total construction employment and shares of particular types of construction work.

Both approaches can only provide approximate estimates, but the heterogeneity of housing work resulting from differences in such things as house types, sites, working practices and seasonal factors makes the upwards approach from individual work type inputs the least likely to provide robust estimates.  The aggregating downwards approach was consequently adopted.  

The best estimate of the current housebuilding workforce, including office staff as well as site operatives, is 285,000 with a sensitivity range from 275,000 to 320,000. With UK housing output at 190,000, this gives a central estimate of labour inputs at 1.5 persons per dwelling. 

Headline estimate of total labour inputs required for housing 

The estimate of the number of people required to build a dwelling makes it easy to derive broad estimates of the labour inputs required for particular rates of housebuilding (See Box 1 for the methodology used).

· An extra 10,000 homes requires an additional 15,000 people working in the housebuilding industry

· An output level of 250,000 homes requires a housebuilding workforce of 375,000  people
· An output level of 300,000 homes requires a housebuilding workforce of  450,000 people
These total labour estimates assume constant labour productivity for all levels of output, the same mix of producers as currently exists and a neutrality of house-type mixes. Some potential variations to these assumptions are considered in Chapter 4.

Reconciliation with Barker Review estimates

The labour requirement estimates provided here are somewhat higher than those used in the Barker Review, based on studies using different methodologies.
 Those figures were only rough approximations and, furthermore, a fundamental cause of the difference between the Barker figure and the one estimated here seems to be the inclusion of office as well as site labour in the approach being adopted here. The survey of housebuilding firms undertaken as part of this study found that the typical ratio of on-site to office staff was 70:30, including estimates of the office requirements of sub-contractors. This would account almost exactly for the difference between the two estimates, because the on-site only labour element of this report’s estimate is 1.12, which is close to the 1.2 workers per dwelling estimate used in the Barker Review.  

Use of specific skills: Current situation

1. Operatives

So far, the global number of people working in housebuilding at particular levels of output has been evaluated. This section breaks down those global figures by skill type, using information collected in the survey of housebuilders. Figure 3.1 shows estimates of the skill breakdown in housebuilding and compares it with estimates of the general skills mix in construction.
  

What is noticeable in housebuilding is that there are different mixes of operatives to the construction industry average. This is not particularly surprising as housebuilding produces a unique product using specific techniques of production. 

Figure 3.1: Shares of skills in housebuilding and construction compared

% of total workforce
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Trades used more than in the rest of construction

· The most obvious greater use of skilled trades is the far higher share of bricklayers.
 This reflects both the taste of  British consumers for brick-faced dwellings - even with timber, concrete and other framing materials and for apartment blocks - and the tradition of using brick-and-block for many low rise housing structures. 

· General operatives are also a significantly higher share of the workforce. This reflects a mix of factors: elements of multi-skilling, the use of general labourers and, probably, insufficient breakdown of skill types by survey respondents.
· Plasterers
 are the third group used more extensively in housebuilding. Again, this reflects the nature of traditional housebuilding in comparison to other construction products.  
Trades used less than in the rest of construction

Several trades are used less in housebuilding and this fact probably reflects the benefits of standardisation, repetition and off-site prefabrication that are possible with large-scale housebuilding. 

· Wood trades, though an important component of the overall housebuilding workforce, are used proportionately less than the construction average. This probably reflects the high degree of off-site prefabrication and pre-cutting of standardised wood elements in mainstream housebuilding – for example, with regard to roof trusses and windows (including glazing, hence the relatively low use of glaziers).

· Electricians are obviously essential within housing, but the nature of the wiring is often simple and cabling is nowadays run through standardised fixings put in place by other trades. This contrasts with the complex and bespoke nature of electrical work in many other types of building work. 

· Plumbers The relative simplicity, standardisation and repetitiveness of housebuilding is again important in influencing the ratio of plumbers to all workers. The near universal use of standardised plastic fittings in plumbing has greatly reduced the need for lengthy bespoke plumbing work in recent years and, so, reduced the need for them.

2. Office staff

The general skills mix for managers and office-based staff in housebuilding is quite similar to that in the rest of construction (Figure 3.2). There is a greater use of technicians and, unsurprisingly, less use of civil engineers but elsewhere the proportions are roughly the same. This is to be expected. Construction is a people business, so that the ratios of managers to other personnel are likely to be broadly similar throughout the industry and a similar ratio of back-up personnel is likely to be required as well, although both will be undertaking different tasks depending on the nature of the work and business in question. 

Almost three-quarters of office staff are general office staff (35%) and managers (40%) according to the housebuilders’ survey. General office staff undertake the range of administrative tasks typically necessary to run a business, such as accounting, legal, secretarial, sales and human resources. Within managers, there are three important distinctions: site managers who are in charge of individual sites; contracts/production/project managers, who are responsible for a number of sites at one time, the hiring of sub-contractors and managing of the other elements necessary for building; and general managers who fill more senior roles and specialist functions in relation to general office staff and others. 

Amongst the other office staff, certain professions are particularly significant. Quantity surveyors are the most important, working alongside estimators, valuers and assessors. Architects are the next most important single category, followed by town planners. Given the nature of housebuilding businesses, these professionals are more likely to work together in small integrated teams than is usual in other parts of the construction industry, where separate practices demarcated by profession are more common.
 

Figure 3.2: Shares of skill types amongst specialist office staff [image: image15.emf]0
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Forecasts of skill needs at higher levels of output

The shares of skilled labour can be used to forecast skilled requirements for particular types of labour. This is done in Table 3.1, assuming that there are constant returns to scale and the same workforce and firm productivity mix as at present. Table 3.2 presents this as a share of the current available workforce in construction as a whole and Table 3.3 identifies the increase in jobs over and above baseline employment in 2003. 

Table 3.1: Skills and job roles required at particular levels of housing output

THOUSANDS
	Housing output 
	190
	250
	300
	

	Overall labour requirements 
	285
	375
	450
	

	By Trade:
	
	
	
	

	Bricklayers
	50.3
	66.2
	79.4
	

	Electricians
	5.7
	7.5
	9.0
	

	Floorers
	1.6
	2.1
	2.6
	

	Glaziers
	2.1
	2.8
	3.3
	

	Painters & decorators
	13.3
	17.5
	21.0
	

	Plant mechanics
	0.2
	0.2
	0.2
	

	Plant operatives
	7.1
	9.3
	11.1
	

	Plasterers
	17.7
	23.3
	28.0
	

	Plumbers
	13.3
	17.5
	21.0
	

	Roofers
	7.2
	9.5
	11.4
	

	Scaffolders
	7.1
	9.3
	11.1
	

	Steel erectors
	1.0
	1.3
	1.6
	

	Wood trades
	20.9
	27.4
	32.9
	

	Other trades
	9.9
	13.1
	15.7
	

	General operatives
	36.6
	48.2
	57.8
	

	Office staff
	
	
	
	

	General office staff
	28.9
	38.0
	45.6
	

	Managers
	33.9
	44.6
	53.5
	

	Civil engineers
	0.9
	1.2
	1.5
	

	Building & civil engineering technical
	1.1
	1.4
	1.7
	

	Other engineers
	1.0
	1.3
	1.6
	

	Town planners
	1.9
	2.5
	3.0
	

	Architects
	2.1
	2.7
	3.3
	

	Architectural & town planning technical
	4.3
	5.6
	6.7
	

	Quantity surveyors
	7.3
	9.6
	11.5
	

	Other professionals
	2.1
	2.8
	3.4
	

	Draughtspersons
	0.8
	1.0
	1.3
	

	Building inspectors
	0.0
	0.0
	0.0
	

	Estimators, valuers & assessors
	0.8
	1.0
	1.2
	

	Financial technicians
	3.7
	4.9
	5.9
	

	Other technicians incl. IT
	2.2
	2.9
	3.5
	


Note: Construction Statistics data on total construction employment are used. The baseline level of output is 190,000 dwellings.

The figures in Table 3.1 highlight that housebuilding is already a major employer, employing significantly more than, for instance, those working in agriculture or the water and energy industries combined. 

Housebuilding will become an even more important one if housebuilding levels increase - with overall employment rising by 90,000, or 32%, if 250,000 dwellings are built annually and 165,000, or 58%, if 300,000 are erected (Table 3.2). All types of labour utilisation will rise.
 However, the greatest absolute increases will be 

Table 3.2: Extra jobs by type over baseline 2003 figures
            THOUSANDS
	Housing output
	250
	300
	

	Overall labour requirements 
	90
	165
	

	Trades
	
	
	

	Bricklayers
	15.9
	29.1
	

	Electricians
	1.8
	3.3
	

	Floorers
	0.5
	0.9
	

	Glaziers
	0.7
	1.2
	

	Painters & decorators
	4.2
	7.7
	

	Plant mechanics
	0.0
	0.1
	

	Plant operatives
	2.2
	4.1
	

	Plasterers
	5.6
	10.3
	

	Plumbers
	4.2
	7.7
	

	Roofers
	2.3
	4.2
	

	Scaffolders
	2.2
	4.1
	

	Steel erectors
	0.3
	0.6
	

	Wood trades
	6.6
	12.1
	

	Other trades
	3.1
	5.7
	

	General operatives
	11.6
	21.2
	

	Office staff
	
	
	

	General office staff
	9.1
	16.7
	

	Managers
	10.7
	19.6
	

	Civil engineers
	0.3
	0.5
	

	Building & civil engineering technical
	0.3
	0.6
	

	Other engineers
	0.3
	0.6
	

	Town planners
	0.6
	1.1
	

	Architects
	0.7
	1.2
	

	Architectural & town planning technical
	1.3
	2.5
	

	Quantity surveyors
	2.3
	4.2
	

	Other professionals
	0.7
	1.2
	

	Draughtspersons
	0.3
	0.5
	

	Building inspectors
	0.0
	0.0
	

	Estimators, valuers & assessors
	0.2
	0.4
	

	Financial technicians
	1.2
	2.2
	

	Other technicians incl. IT
	0.7
	1.3
	


associated with a limited number of trades (notably, bricklayers, plasterers, wood trades and general operatives) and office-based staff (notably general office staff and managers).

Moreover, as Table 3.3. indicates, expansion of certain trades will lead to a significant rise in their share as a proportion of those occupations in construction as a whole. This is the case for three trades, bricklayers, plasterers and scaffolders and for general office staff and technicians.

Table 3.3: Skills and job roles required as % of total currently available workforce in the construction industry

	
	
	Housing output 000s
	
	

	% of current numbers in construction


	190
	250
	300
	

	Totals
	18
	23
	28
	

	Trades %
	
	
	
	

	Bricklayers
	35
	46
	55
	

	Electricians
	3
	4
	5
	

	Floorers
	4
	5
	6
	

	Glaziers
	6
	8
	9
	

	Painters & decorators
	12
	15
	18
	

	Plant mechanics
	1
	1
	1
	

	Plant operatives
	14
	18
	22
	

	Plasterers
	46
	61
	73
	

	Plumbers
	8
	10
	12
	

	Roofers
	13
	17
	20
	

	Scaffolders
	29
	38
	45
	

	Steel erectors
	5
	6
	8
	

	Wood trades
	7
	10
	11
	

	Other trades &
	15
	16
	19
	

	general operatives
	
	
	
	

	Office staff %
	
	
	
	

	General office staff
	17
	23
	27
	

	Managers
	15
	19
	23
	

	Professionals
	13
	17
	21
	

	Technicians
	25
	33
	39
	


Note: Shares utilise CITB-ConstructionSkills’ estimates of total occupational numbers in construction. Occupations shaded in grey increase their share of the construction total by 5% or more at 250,000 dwellings and 10% or more at 300,000.

These figures may give a good impression of where pressures are likely to be in terms of labour availability but they should be regarded as upper estimates. This is because of the restrictive assumptions of no change in the housebuilding industry. Chapter 4 presents some arguments as to why the likely rises in labour demand, though possibly still significant, may not be so great as these figures suggest. 

Appendix 3.1   
Factors affecting estimates of the housebuilding labour force

Variations in the estimates of housebuilding labour depend on three factors: aggregate construction employment measures, the shares of output in particular types of work and relative productivity between types of work.

· Use of estimates of the size of the total labour force from DTI Construction Statistics or the ONS Labour Force Survey (LFS) lead to lower or higher figures. Total employment in LFS data is somewhat more than 10% larger than the DTI source (13% in 2003). The DTI data rely on firm-based estimates plus self-employed estimates from the LFS , while the LFS  relies solely on employee interview information. Employees are more likely to misclassify their job as being in construction than firms on the DTI register, which perhaps accounts for much of the difference between the two sources. This bias, however, is not likely to affect housing as it is unequivocally in the construction industry, which pushes the best estimate of housing employment towards the lower end of the estimated range.

· Relative productivity influences the share of the workforce undertaking particular types of work. If productivity is equal between types of construction work, the workforce can simply be allocated on the basis of estimated work shares. However, it is more reasonable to assume that different types of work have varying productivity. Unfortunately, no estimates of relative productivity are available, forcing reliance on reasoned assumptions about the differences.  Infrastructure work is likely to be the most capital intensive and, hence, have the highest labour productivity, while repair and maintenance has the lowest. Housing and other building work have productivities ranging between these two extremes with housing closest to R&M. 

· Four ranges of productivity variations between types of construction work were used in sensitivity calculations. Fortunately, they had little impact on the estimate of housebuilding labour. 

CHAPTER 4: 

POTENTIAL INFLUENCES ON FUTURE HOUSEBUILDING LABOUR DEMAND 

Introduction

This chapter considers whether there are reasons to expect significant changes in skills demands beyond a simple proportionate scaling up of labour needs caused by higher levels of housing output. 

There are several issues of relevance.  The first concerns the types of enterprise building homes because firms have different levels of productive efficiency. The next issue examined are economies of scale, because higher volumes may lower unit costs and labour inputs. After that, the impact of the quality of building work and, then, modern methods of construction (MMC) are considered. The potential negative impacts of planning regulations, and the positive ones of higher volume production, are the remaining two items considered. Taken together, these factors may have a substantial impact on labour usage. As a result, some final estimates of labour requirements of higher levels of housebuilding are made and the detailed numbers can be found in Appendix 4.1.

Types of enterprise

The structure of the UK housebuilding industry is varied. There are: 

· Around 35 firms building more than 500 units a year, primarily for sale in the private market. 

· Social housing providers that act as their own developers. Usually they contract work out in full to professional building companies.

· Regional builders and developers constructing up to 500 dwellings a year but, typically, far less. Usually, they operate on a handful of sites only.

· Developers of one-off sites that organise construction themselves. They are small-scale and usually build only a few houses a year or, possibly, a number of dwellings in blocks of flats.

· ‘Self builders’ – home owners who organise the construction of their homes themselves by hiring the appropriate building trades.

The first group of larger private housebuilders are likely to be far more efficient overall in their use of resources. Of course, they still face the classic problems of construction work and project management common in a far broader range of activities than simply construction yet, even so, they probably have a significant edge in efficient housebuilding.
 No appropriate data
 exist to demonstrate this hypothesis conclusively, but there are many reasons why this is likely to be the case.  For example, larger private housebuilders

· are wholly profit-driven and focused on housebuilding

· have the volumes and incentives to employ the best available workforce in all aspects of their businesses

· have the scale, management skill and products to treat housebuilding as a continuous flow process and derive economies by doing so

· have the capabilities to understand and manage project information flows, uncertainties and risks

· are more likely to minimise ‘non-productive time’ (e.g. when people are on-site but waiting for an earlier task to be finished, measuring or working out what a job entails, waiting for materials, etc). Such deadweight time can be substantial and, so, is a key determinant of overall construction productivity and costs

· work continuously in localities and build up long-term relationships with subcontractors and suppliers

· have the greatest market power and purchasing muscle to try to ensure that subcontractors and suppliers deliver and undertake work according to predetermined schedules.

Currently, the private builders completing 500 dwellings or more each year only construct around 50% of new housing output. Social housebuilding, which is probably less efficient on average, accounts for about another tenth.
 The remaining 40% is constructed by other developers that for a variety of reasons are likely to be particularly resource use intensive as producers.  Many of them will only build on an intermittent basis, so, even though they are registered with the NHBC they do not necessarily build any dwellings in any particular year.

Table 4.1: Size of private housebuilders 2004

	No. of starts per firm
	None
	<500
	500-2000
	2000+

	Share of private output 
	0
	39
	13
	48

	No. of firms
	10,600
	5,800
	22
	14


Source: UPE calculations based on NHBC data


The mix of house types between particular types of enterprise consequently can have a major impact on labour requirements. Estimates below suggest that the larger housebuilders use a fifth less labour than the industry average. An implication is that the labour inputs required if most additional housebuilding was concentrated amongst the larger private builders are likely to be significantly less than is the case with the current mix of housing providers. 

Economies of scale

Several of the advantages of the larger private housebuilders described above arise from economies of scale. The points made above, however, relate to producers of 500 dwellings or more a year. UK housebuilders currently produce up to 14,000 dwellings a year. So, the question arises of whether there are further economies of scale above the 500 units a year level. 

The current firm size distribution of the top 25 private housebuilders suggests that scale economies do exist, because there are many firms that do produce above the 500 level. As Figure 4.1 shows, there is a marked L-shaped distribution to firm-size hierarchy. The number of truly high volume producers is small, only 11 build more than 2000 homes a year and only three more than 10,000 units.
 Only the larger firms, in fact, are truly national builders active in most regions.
 

In terms of labour utilisation, however, the evidence of scale economies for the largest firms is weak. Analysis of the relationship between the directly employed workforces of the top 25 firms and their number of completions shows a proportionate relationship only (Figure 4.2). Every additional 3 dwellings produced is typically associated with approximately another person employed throughout the range of larger private housebuilder firm sizes. 

Figure 4.1: The major UK housebuilders
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Figure 4.2: The relationship between direct employment and output of the major housebuilders 
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Note: Calculations based on HBF data.

This estimate, however, (when combined with the assumptions about direct and indirect labour utilisation ratios as used in Chapter 3) provides a measure of how much housebuilding labour would be saved if all of any extra housing was built by the larger private housebuilders. This calculation leads to an estimate of the  typical labour utilisation of the larger housebuilders at 1.2 persons per dwelling – a fifth less than the total industry estimate of 1.5 persons per dwelling derived earlier in Chapter 3.

The optimal size of a housebuilding production unit

The probable reason why labour utilisation is approximately constant per unit of output amongst the top 25 UK housebuilding firms is the way that all of them organise their housebuilding operations into regional housebuilding divisions containing broadly the same functions and, hence, numbers of staff. A regional housebuilding division consists of all the office-based personnel needed to undertake housebuilding.

Often divisions will be set up as corporately independent subsidiaries of the parent firm. Overall headquarters staff of the parent will generally be limited to a small range of people necessary to undertake the corporate functions that cannot be efficiently carried out at the divisional level. One of the country’s largest housebuilders, for example, operates with a headquarters staff of only around 30. The larger firms might have an intermediate level of management between headquarters and operating divisions but, again, it will be small in number of personnel.

A typical regional division builds around 400-600 dwellings a year. This is a tried and tested number that has hardly changed for decades. Below it overhead costs rise and, so, such sizes are only tolerated when divisions are growing. Above it, management diseconomies begin to bite deeply and, so, firms generally find it useful to spin off another new division if they think that their housing output is likely to grow consistently over time. Some firms may have super-divisions that can rise to 1,000 units a year, but they usually depend on exceptional conditions rather than distinctive organisational strategies. 

The principal cause of the optimal divisional size is the number of sites a housebuilder is working on. That number is sales driven. Specific sites will only generate a certain range of sales in a given time period, so that more sites must be brought on stream if more turnover is desired. Sites, in turn, cannot be too closely spaced otherwise they drain sales off of each other. Firms can try to avoid such problems by building in different market segments but, again, to do so often means building on separate sites. 

The size of a housebuilding division, therefore, depends on the number and geographic spread of sites, typical site output in terms of dwelling units being constructed, and the practical possibilities of divisional staff being able to visit all sites on a regular basis. For example, the largest firms will be building on over two hundred sites spread across the country and will have a commensurately large number of divisions to manage and serve them. The functions within those divisions will be broadly common, leading to a fairly fixed matrix of staff numbers and occupational requirements 

This common organisational structure has important implications for the number of managerial and professional staff required for higher levels of housing output. Such people were identified in Chapter 3 as one of the parts of the workforce that may be in greatest shortage. The typical organisational framework suggests there are no easy routes to lowering their number. 

Economic forces, nonetheless, will not be entirely missing. If more managerial and professional staff are required and the available supply of them does not grow commensurately, such personnel will obviously become relatively more expensive to hire. This feature is already being experienced by housebuilders in the current boom, as Chapter 2 showed. Higher managerial costs over the longer-term should lead to reassessments of the costs-benefit calculation of optimal divisional sizes, pushing them upwards. Furthermore, cost pressures may encourage innovations in managerial practices and professional staff use, though they are not likely to fundamentally alter current working practices. In terms of forecasting occupational needs, therefore, it is probably sensible to assume no significant change. 

An important implication of the sales driven determinant of the number of sites private housebuilders work on at any point in time is that any increase in housing supply broadly requires a proportionate rise in the number of sites. Those sites, furthermore, will need management and office back-up teams. The size of those teams and the time they have to be in place will be driven by sales rates, which cannot be expected to be that much different from now.  This suggests that labour requirements on the office and managerial side are likely to be roughly proportionate to any increase in output.

Quality standards and labour skills

One of the Barker Review recommendations relates to a need to raise general levels of consumer satisfaction. Housing Forum consumer satisfaction surveys
 show a high variability between the major firms. 

Customer sensitivity to quality has grown over time and now has a significant impact on housebuilding. All firms interviewed in the survey associated with this report say that they now make great efforts in relation to build quality and consumer relations. The NHBC in its most recent annual report noted a marked reduction in identified faults, so the quality drive may be bearing fruit. 

Consumer care units are based in virtually all the regional operating divisions of the major builders. The labour requirements, however, are low. Firms, instead, suggested that quality is a management and monitoring issue, one dependent on instilling quality control into subcontractor behaviour. Firms also suggest that quality control and customer relations procedures had been tightened significantly in recent years and this was one of the reasons why site managers’ jobs were now more complex than they were in the past. 

The conclusion on quality, therefore, is that, instead of requiring additional employees and specialists, everyone continually has to do better and firms need to inculcate its requirements deep into their corporate cultures and supply chains. 

Modern methods of construction 

It is not the purpose of this report to come to any particular view on the merits of any particular method of production. However, some consideration has to be made of methods of production in order to access the likely impact on labour requirements. Discussions in the housebuilders survey undertaken as part of this report suggested that there are considerable information absences regarding the most appropriate techniques to use, which will only be resolved with the passage time. At present, investment decisions are consequently being made in situations of considerable uncertainty.

Currently, a large share of housing output in England, Wales and Northern Ireland uses traditional methods, especially brick-and-block. In contrast, almost two-thirds of  Scottish housebuilding now uses the timber-frame technique. The shares of timber-frame methods, according to NHBC 2004 data, are England 8%, Scotland 62% and Wales 11%. 

Product mixes influence construction techniques. The greater emphasis on brownfield sites has increased densities and diminished the importance of traditional low unit-cost and density brick-and-block methods. The general increase in the share of flats, which now account for 43% of all new building according to NHBC registrations, has been part of this process. Although some blocks of flats are built of brick-and-block, taller structures will usually be concrete or steel frame. 

Firms in England in recent years have been increasingly adopting  timber- or steel-frame methods and are using or experimenting with modular systems, though in terms of actual units built their roles are still relatively small. Discussions with housebuilding firms as part of this study indicated that several of the larger housebuilders already build significant parts of their output using modern methods. Several firms have set up their own purpose-built factories in conjunction with partners. There also seems to have been a noticeable recent shift in attitude towards gradual adoption of them or, at least, recognition of their likely expanded role in the future. Discussions in the housebuilders survey, however, reveal a range of views on the benefits and drawbacks of the approach.

Proponents argue that such modern methods enable factory-based automated assembly lines to be used in place of on-site skilled labour. On site, build times are far quicker, with a waterproof structure available in a much shorter time than with traditional brick-and-block, so that internal fittings can proceed as the outer skin is erected. Quality control is also claimed to be superior. 

Some of the potential disadvantages highlighted by survey respondents are that overall construction costs are often perceived as being higher than with traditional methods. Views diverge strongly on this and proponents claim that total costs are already cheaper and will fall with higher volumes. There is also disagreement over how easy it is to introduce such methods into the framework of sales driven, site-based activity. A smooth transition of tasks and trades is necessary on site and some argue that the requirements of MMC may be at variance with the not uncommon experience of late supply deliveries and tardy subcontractors, whereas traditional approaches offer more flexibility. Variations in specifications required by non-standard sites and house types may present further difficulties. 

Modern methods of construction do not simply concern dwelling superstructures, which account for only a limited proportion of total building cost, but also relate to foundations, internal fixtures and potentially virtually all other aspects of housebuilding. Developments are occurring in such areas as well, with some builders saying that they now can source 60% of the total construction value of a dwelling in such ways. 

Some housebuilders, when contemplating changes in production approaches, are keen to adopt proprietary methods that they have an ownership interest in so as to be able to have control over supply and costs. Others prefer to source from more than one supplier. Understandable concern exists about being dependent on only one source of supply. Consolidation is a common characteristic of the building material and components industries. Sustaining supply diversity may consequently be important in encouraging the introduction of MMC.

Most respondents in the housebuilders survey were aware of the labour saving potentials of MMC. For example, estimates by the Building Research Establishment suggest that around half of the bricklaying input to a dwelling can be saved by using timber-frame methods.
 Other wet trades are also reduced. The shorter build times, in addition, mean that less management and supervisory input is required per dwelling, saving overall management input. The labour-saving implications of MMC are consequently substantial. 

When asked, survey respondents unanimously said skills shortages would be an influence in decisions about switching production techniques. If, for example, bricklaying availability and costs rose substantially as a result of skills shortages, this factor could encourage them to contemplate techniques, like timer-frame, that save on bricklayers. However, there seems to be no clear trigger-point for changing building methods in terms of labour availability and costs between firms, but rather a wide range views, with some firms only likely to be influenced to switch from traditional methods if  the costs of traditional methods rose substantially above current rates.

 So, although the decision on production techniques is a complex one based on a mixture of financial, production, procurement and marketing factors, one pressure encouraging adoption of new methods of production seems to be a desire to save on key trades in short supply, such as bricklayers. Views on whether skills shortages will stay the same, get better or worsen are quite diverse between housebuilders, according to the survey of housebuilders. However, the occupations where the majority feel that the situation will deteriorate are all skilled trades whose utilisation would fall significantly if  MMC were more widely adopted (Figure 4.3). Rising skill shortages may consequently not be a barrier to extra output over the medium-term if they induce production technique responses.

Figure 4.3: 

Views on whether the supply situation would improve or deteriorate by occupation 
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Planning and regulation 

Building and planning regulations have significant implications for production costs and skilled labour requirements by setting down necessary rules and tasks that have to be adhered to when undertaking building work. The stipulated design requirements under PPG3 have already been noted in Chapter 2 above. 

The respondents to the housebuilders survey were particularly concerned about production process consequences of planning constraints and were unanimous that planning constraints and procedures inhibit efficient production. Continuity of output is essential for productive efficiency and the effective use of labour and is being held back by the planning system. This issue is not simply about the volume of land available for housebuilding but, also, the ways in which it is made available and the delays within that process. 

Large-scale housebuilding was argued above to be the most efficient form of building and it relies on five interrelated production principles:

1. continuous production on one site and, when that one is completed, moving rapidly to another, using

2. a complex division of labour based on

3. a simplification of component tasks, which is made possible through 

4. standardisation, which also facilitates

5. repetition, so that actions can be practised, quick and effective with minimum unproductive time.

These principles are generally recognised as the foundations of efficient production processes, from computer chips through superstores to hamburger sales. The use of examples outside of manufacturing is important because housebuilding is often mistakenly seen as akin to a pure manufacturing process and, then, criticised for not being a highly capital intensive one. A better analogy is that housebuilding is a hybrid mixture of production and distribution. People and materials have to be in the right, but ever changing, places for production to take place, because ultimately no matter what techniques of production are used dwellings are assembled where they are going to be used. 

Although housebuilding is often regarded as one of the less technically-advanced parts of the construction industry, this is probably to confuse technologies of built structure and the processes by which they are made. Houses technically may frequently be simple structures made of relatively non-complex components – unlike, say, a long suspension bridge, a deep tunnel or a super tall office block. Yet, as a process of production, housebuilding is one of the activities in the construction industry which most closely facilitates task simplification, standardisation and repetition: the essences of  advanced production technologies.  

A similar confusion arises with design. Standardisation is decried in modern housing design, though not in much admired historic housing nor in modern design icons like the currently fashionable iPod. Process standardisation, moreover, does not actually require product standardisation. Instead, design parameters simply have to conform to its needs.

A failure to recognise and take into account these fundamental features of efficient housebuilding methods is at the root of many complaints made by housebuilders about British planning. The current planning system does not require planners and the authorities they work for to take account of the costs they may impose on housebuilding and, so, they have little incentive to ameliorate the difficulties – even when they do not actually conflict with planning objectives. Specific examples of such potential problems include the speed of negotiation of Section 106 agreements, precise stipulation of design profiles and layouts, and the speed of granting detailed planning permission once outline status has been granted. A complete list would be far longer.

The consequences are varied but, when taken together, they can have substantial effects on the efficiency of housing production and labour usage within it. For instance: 
 

· Sites made available could be too small in scale on average, which increases management involvement and time as each site will require a site manager and visits by other office-based staff, as examined earlier in this report. 

· A steady flow of land is an essential prerequisite of housebuilding continuity and this is often held back or disrupted by the delays or the slowness of the planning system.

· A lack of certainty over future land supply affects staff retention and relationships with sub-contractors. Both tend to gravitate to firms with the best land supply, rather than wait to be laid-off through land supply constraints on a firm’s workload, causing disruption to the affected firm’s production schedules, raising costs and forcing them to hire lower quality labour.

· Brownfield sites are often less standardised and are more skilled labour demanding, but ease of building on them is rarely used as a selection criterion for sites or permitted developments upon them.

· PPG3, in general, has militated against the repetition and standardisation necessary for efficient building, because planners do not have to take into account such considerations when laying down their conditions for granting planning permission. 

· Even if there is a significant increase in the residential housing land made available through the planning system, the devil may be in the detail. There is a significant risk that the political process at either national, regional or local levels will increase the stipulations on land release in order to appease those opposed to extra housebuilding: not because of the net social benefits those stipulations provide but, simply, as a political counterweight to the act of releasing more residential development land. Alternatively, such detailed stipulations and delays could be used as a deterrent tactic by reluctant local authorities, enabling them to conform to national or regional directives while in reality substantially raising the cost of producing housing in their localities.  

A potentially virtuous productivity circle arising from higher volumes

Significantly higher housebuilding volumes are likely to increase the incentives to raise efficiency, quality and training, and to provide what consumers want by unleashing the forces of competition and economies of scale. Higher scales of activity would enable the production principles outlined above to come to the fore. Such volume effects have been observed in many other industries and countries in the past and might be what the UK housebuilding industry needs in order to become much more productive. Higher volumes of housebuilding by themselves consequently may lead to lower labour inputs per unit of output. 

CHAPTER 5: LONG-TERM TRAINING NEEDS 

The need to take a long-term view

Although some land release initiatives by the government are likely to come on stream shortly, most of the reforms of the planning system in line with the Barker Review recommendations are likely to be introduction only gradually into Regional and Local planning processes. There is a need consequently to take a long-term view of potential labour and training requirements. 

This conclusion, moreover, has several advantages. For example, it implies that firms will have plenty of time to gear up their operations to higher output levels. Furthermore, any relative increase in housebuilding activity amongst the total construction workforce is more likely to occur through new entrants to the industry more often entering housebuilding than they current do, rather than actual physical transfers of building workers from other lines of construction activity. To take account of such adjustments, training strategies can also evolve in a considered way.

Overall forecasts of housebuilding labour requirements

The estimates of Chapter 3 in relation to labour requirements were based on a specific set of assumptions. Chapter 4 subjected them to scrutiny and this chapter draws out some numerical implications. Housebuilding labour requirements may be lowered, below the baseline figures given in Chapter 3 by a number of potential factors. These factors, however, contain a number of assumptions about uncertain events over which reasonable people can take divergent views. They are consequently presented as a menu of potential events. In addition, a final set of estimates is presented based on the author’s own judgement of the probability of those changes taking place.

Numerical estimates based on the issues discussed in Chapter 4 are as follows: 

· The share of housebuilding undertaken by the more efficient large producers 

· If all of the additional new building was undertaken by the larger firms, rather than the current 50% of total output, this would save a fifth of the extra labour required (that is, 18,000 workers altogether at 250,000 dwellings a year and 33,000 at 300,000 dwellings a year). 

· Innovations and other factors causing improvements in labour productivity are already influencing housebuilding. The labour estimates in Chapter 3 assumed zero change in labour productivity over time, which is a highly restrictive assumption. More typically, some productivity improvement is to be expected through innovations in production and management techniques.

· It is hard to assess the detailed impact of MMC, for example, but some realistic illustrative calculations suggest a potential for significant labour savings. If, for example, greater use of MMC raised labour productivity in housebuilding over the course of a 5 year period by 2% a year, that would save over 10% of the existing workforce (that is, 35,000 workers at 250,000 dwellings a year and 42,000 at 300,000 a year). The biggest savings would also be in the wet trades that are likely to be the most short in supply.

· The extent to which the land-use planning system recognises the consequences it has on productive efficiency.

· This is particularly hard to quantify. The strength of housebuilders’ comments over this matter, reported earlier in this study, suggests that it can have significant impacts. Government is committed to improving the operation of the planning system. If it is assumed that more production aware planning raises overall labour productivity by 1% annually over, say, over a five year period that would, by year 5, save around 17,000 workers at 250,000 dwellings a year and 21,000 at 300,000 dwellings a year. 

· The extent to which higher output becomes credible and leads to greater overall productive efficiency can have long-term dynamic productivity benefits. 

· Again, the extent of the impact is hard to quantify but every 1% increase in labour productivity gives the same order of magnitude for labour savings as those suggested to arise from better planning procedures.

Table 5.1 summarises all of these potential labour saving events. If all of them were to take place, it can be seen that the additional labour requirements needed for extra housebuilding would fall significantly: to only 11,000 for 250,000 dwellings and 48,000 for 300,000 dwellings, with pro-rata reductions of specific occupations. Whether they will all actually occur is a matter of conjecture. 

Whatever view is taken on particular causes of productivity improvement, this exercise of re-estimating labour needs for extra housebuilding provides an important conclusion. This is because indications are provided of how sensitive labour demand estimates are to assumptions about improvements in labour productivity and the time periods over which they take place. 

It is fashionable to decry a believed slow rate of change in construction productivity, but there is actually no reliable hard evidence on productivity change in either construction or housebuilding on which to base such views.
 The view taken here is that significant technical changes do occur in housebuilding over time, so some degree of annual productivity improvement should preferably be factored into labour requirements. However, for caution the productivity changes assumed are relatively modest.

Table 5.1: Final estimates of extra housing labour requirements 
Assuming a five year period, while housebuilding levels are raised to post-Barker levels

Thousands

	TOTAL HOUSEBUILDING 
	250
	300

	BASELINE EXTRA LABOUR (at 1.5 persons per dwelling)


	90
	165

	REDUCTIONS IN EXTRA WORKFORCE CAUSED BY POTENTIAL PRODUCTIVITY GAINS
	
	

	minus use of larger builders only for additional output
	18
	33

	minus 2% innovation productivity improvement pa for five years*
	35
	42

	minus 1% better planning-related productivity improvement pa for five years*
	17
	21

	minus 1% higher sustained volumes productivity improvement pa for five years* 
	17
	21

	TOTAL POTENTIAL PRODUCTIVITY BENEFITS
	87
	117

	TOTAL EXTRA LABOUR REQUIREMENTS IF ALL IMPROVEMENT FACTORS OCCUR
	3
	48

	
	
	

	TOTAL EXTRA LABOUR REQUIREMENTS assuming only an 80% share for larger firms in extra output & total workforce annual productivity rises of 2% only 
	41
	97



* Affects whole of housebuilding labour force

For training planning purposes, it might be prudent to assume that half of the productivity improvements occur in the five year period – that is 2% overall labour productivity improvement annually - with a resulting 15% approximate increase in labour requirements over the current housebuilding labour force for 250,000 dwellings a year and 30% approximately for 300,000 dwellings; with pro-rata changes in each occupation (with, perhaps, greater reductions in the wet trades). Obviously, if such productivity changes were to continue for longer periods than the assumed five year horizon, commensurately less labour would be needed in future.

Where will the extra housebuilding labour come from?

Additional housebuilding labour can either be a total net addition to the construction workforce or some of it may come from lower labour needs in other parts of the construction industry.  

One important factor reducing labour demand elsewhere would be labour productivity improvements in the non-housebuilding sections of the construction industry. Such an analysis, however, is beyond the scope of this report, though productivity gains are likely to be occurring, especially over the long-term. 

In addition, Chapter 2 highlighted the fact that the current boom in the construction industry as a whole may be inducing some cyclical effects. 

· If the construction industry as a whole is at a cyclical peak, labour may be ‘released’ from other sectors of the industry in the near future. Such a potential is not suggested by current construction forecasts, which tend to suggest further increases in total construction output roughly proportionate to the trend national economic growth rate of 2-2.5% pa. However, they might well prove to be over-optimistic, given the strength of the current real estate boom and its significance in total construction output.  

· In particular, repair and maintenance - which for housing includes improvements, additions and subdivisions - altogether represents around half of total construction output and probably utilises half of the total construction labour force, around 800,000 to 1.1 million workers. It is riding high on the current real estate boom and, so, may require less labour in the future. 

· A 5% reduction in overall RMI labour requirements would make 40,000 to 55,000 workers available for other types of construction work. (Taking a long view implies that labour switching between sub-sectors of the construction industry does not necessarily mean redeployed existing workers but, rather and more likely, new entrants to the industry going into work areas on the basis of contemporary employment availability and earnings levels). 

· General labour effort, examined earlier in the analysis of the backward bending labour supply function, should improve over time. 

· If manual workers in housebuilding each increased their working time by 5% that would roughly equivalent to an extra 10,000 workers.

· Permanent and temporary migration from elsewhere in the EU should also have an influence on available labour supply- though there may be some training issues involved in their use. 

· Over the longer term the earnings disparity between trades people and site managers and college teachers should narrow. This should moderate some current skills imbalances and, in addition, enable a greater throughput of new trainees.

Again, it is uncertain whether any of these developments will actually occur. However, it might be reasonable to expect some of them to occur and provide labour supply to the housebuilding sector. A conservative estimate might be 20,000 spread evenly pro rata across the occupations. The net training requirements of extra housebuilding output need to be adjusted by such a figure.

Final estimates of housebuilding training needs

Making all the adjustments outline above to the original baseline estimates gives a final central new labour requirements estimate of 25,000 and 60,000 new UK entrants to the construction industry required to expand housebuilding to 250,000 and 300,000 respectively. A breakdown by occupation is given in Appendix 5.1. 

These numbers are substantial but not impossible to achieve. So, while training issues are important in the expansion of housebuilding, it can be concluded at the same time that skills shortages are unlikely to represent a barrier to expansion of the housebuilding industry.

Furthermore, it is important to recognise that even if these new entrants are not forthcoming this is unlikely to constitute a resource barrier to additional housebuilding. Instead, market forces are still likely to make the labour available by redirecting it from other construction activities. The reasoning is as follows. An increased demand for labour will raise its price. This will squeeze out the most price elastic demands for construction work at the margin and, by doing so, labour demand and supply will be brought into balance. However, those marginal demands are unlikely to be in housebuilding but other areas of construction demand, given the relatively good returns earned by producers of housing.  

Implications of extra housebuilding for training 

The analysis of housebuilding labour requirements suggests the need for additional training capacities and adjustments to current training programmes to cope with the planned increases in housebuilding. The precise numbers of additional training places required depends on the views taken of likely change within the housebuilding industry, their impacts on labour productivity and skills mixes, and the future of labour demand in other sections of the construction industry. 

1. Manual trades  The largest additional requirement is for bricklayers, followed by wood trades, plumbers and painters. Additional labour is required in other trades as well. There is also a need to identify sub-specialisms within each trade that focus on the skills specifically required in housebuilding. 
2. Management and office-based occupations Given the number-of-active-sites driven nature of private housing output, it may be more difficult to generate productivity improvements in these occupations. Managers, in particular, will be needed in large numbers. Almost 30,000 extra are identify in the higher estimate for 300,000 dwelling units, many of whom will be site managers – although productivity gains are likely to reduce that requirement. 
Many site managers come up through the trades but, in future, more might come via college or university routes as the share of young people passing through further and higher education increases and as the skills requirements of site managers grow, especially on  larger and more complex sites. Current provision for site managers probably needs significant expansion. 

3. Professional staff  The numerical need for extra professional staff is far less than for managers and trades, Even so, they have been identified as being in particular short supply currently, especially quantity surveyors. One issue that may need further detailed investigation is the precise skills required of professionals in housebuilding. Many present QS, for example, do not have full RICS level accreditation. It is debateable how many will need such levels in the future.
4. A greater focus on housebuilding in training and construction education Housebuilding as a potential employment area is frequently not focused upon in many construction courses. Most construction management textbooks and the research that underlies them, for example, concentrate on larger projects and contracting/project management. Yet, these areas are only relatively small proportions of the actual jobs in construction.  As housebuilding grows in relative importance, the significant of it as an end point for trainees should be incorporated more into learning programmes.

5. A greater focus on housebuilding in professional training Professional training suffers from a similar housebuilding blindness. Planning courses, for example, tend to treat housing developers as the opposition rather than integral to land-use development. In depth understandings of actually how housebuilders operate as productive entities or of how housing and land markets behave is generally no more than a token requirement in most planning courses, despite the importance of market-based housing activity to the planning process. 

Professional training in general, furthermore, does not support the notion of careers as part of multidisciplinary teams, which again means they fail to meet the needs of the housebuilding industry. Elements of cross-disciplinary professional knowledge and work experience, perhaps, should feature more strongly in professional qualification courses and requirements.

6. Whole life potential for career entry Several builders in the UPE housebuilders survey highlighted the fact that a career route into housebuilding was primarily a choice made by teenagers. Older people had limited possibility of refocusing their interests and careers towards construction and housebuilding, which is unfortunate. Greater training access or career routes at older ages might also help to improve the labour force gender balance and entry routes for minority ethnic groups. 
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Final additional housebuilding labour requirements 
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Final additional housebuilding labour requirements 

            THOUSANDS

Assuming productivity improvements* & some labour switching

Baseline estimates Assuming production remains the same as it is today & only new entrants

Housing output 
250

300

250

300

Overall labour requirements 

25

65

90

165

Trades

Bricklayers

4.4

11.5

15.9

29.1

Electricians

0.5

1.3

1.8

3.3

Floorers

0.1

0.4

0.5

0.9

Glaziers

0.2

0.5

0.7

1.2

Painters & decorators

1.2

3.0

4.2

7.7

Plant mechanics

0.0

0.0

0.0

0.1

Plant operatives

0.6

1.6

2.2

4.1

Plasterers

1.6

4.0

5.6

10.3

Plumbers

1.2

3.0

4.2

7.7

Roofers

0.6

1.6

2.3

4.2

Scaffolders

0.6

1.6

2.2

4.1

Steel erectors

0.1

0.2

0.3

0.6

Wood trades

1.8

4.8

6.6

12.1

Other trades

0.9

2.3

3.1

5.7

General operatives

3.2

8.3

11.6

21.2

Office staff

0.0

General office staff

2.5

6.6

9.1

16.7

Managers

3.0

7.7

10.7

19.6

Civil engineers

0.1

0.2

0.3

0.5

Building & civil engineering technical

0.1

0.3

0.3

0.6

Other engineers

0.1

0.2

0.3

0.6

Town planners

0.2

0.4

0.6

1.1

Architects

0.2

0.5

0.7

1.2

Architectural & town planning technical

0.4

1.0

1.3

2.5

Quantity surveyors

0.6

1.7

2.3

4.2

Other professionals

0.2

0.5

0.7

1.2

Draughtspersons

0.1

0.2

0.3

0.5

Financial technicians

0.1

0.0

0.2

0.4

Other technicians incl. IT

0.3

0.2

1.2

2.2

* 2% pa over a 5 year period




* 2% pa over a 5 year period
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� See, for example, IMF World Economic Outlook September, 2004 and K. Barker Review of Housing Supply Delivering Stability: Securing our Future Housing Needs. Interim Report – Analysis (2003) and Final Report – Recommendations (2004), London: HM Treasury. www.hm-treasury.gov.uk


� Barker Review, ibid.


� M. Ball The Future of Privately Rented Housing, 2004, London: Social Market Foundation. www.smf.co.uk


� Real house prices from 1970-2003; since 1986 the UK has had the third fastest house price rises after Spain and Ireland. See IMF World Economic Outlook 2004. www.imf.org


� M. Ball RICS European Housing Review 2004. www.rics.org.uk


� Sustainable Communities: Homes for All  A five year plan from the Office of the Deputy Prime Minister, 2005, London: ODPM. www.odpm.gov.uk


� It is also based on previous work in the area, including research undertaken by the author and UPE Consultancy Ltd.


� ‘Skills shortages in skilled construction and metal trade occupations’ March 2004 ONS Labour Market Trends News Feature � HYPERLINK "http://www.ons.gov.uk" ��www.ons.gov.uk�.


� CITB-ConstructionSkills Construction Foresight 2003.


� Higher Education Statistics Agency.


� The latter two, of course, need not necessarily be interested in construction careers.


� The section reports the interview results of the 12 large builders interviewed. Interviews were undertaken with managers of subsidiaries. The significance of the largest firms is reflect by including the results from 2 of their subsidiaries. 


� The categories are taken from those used in Construction Statistics to enable comparison with other surveys. However, a number of respondents pointed out that there is a complex division of labour within housebuilding that is not fully captured by this categorisation. The occupations hidden in the ‘other’ categories involve multi-skilling, new skills and activities that would generally be treated as semi-skilled, but require highly practised operatives if the tasks are to be done properly at the speed required in housebuilding. 


� CITB-ConstructionSkills cite typical average pay levels for graduate quantity surveyors at about £14,000 and for chartered surveyors at about £24,000.


� See p. 37 below.


� Housing Skills: Approaches To The Current Challenges, Housing Forum, London, 2004.


� A score of 10 in Figure 2.8 would indicate that all respondents found the occupation very hard to recruit and a score of 0 meant is was universally easy to recruit.


� See Chapter 3.


� CITB-ConstructionSkills Southern Counties Report 2004.


� They knew this because each new worker on site had to take an induction course on site procedures and safety and the firm kept a record of them. 


� Many workers with construction-related skills, such as carpentry, actually work in other industries, CITB-ConstructionSkills Construction Foresight 2003. 


� Barker Review Interim Report p105.   


� The skills mix in construction are taken from data provided in Construction Skills Foresight Report 2003, Construction Skills. The housebuilding estimates from UPE’s survey have been formulated to take account of the current mix of production types between traditional and modern methods of production and incorporates evaluations of the managerial and office staff input of sub-contractors. No systematic variations were found between firms of different sizes (see Chapter 4 for possible reasons).


� More strictly, bricklayers refer to the general category of masons, including those that work with concrete, stone and other masonry blocks.  


� Plasterers also include dry-liners who fix plasterboard. 


� Those practices, moreover, are more likely to be classified as part of business services than of construction, which suggests the use of professional labour in housebuilding is actually proportionately less than in many other parts of new build. 


� The fixed labour coefficients assumption of this estimate means that the percentage rise for each occupation will be the same as that of overall employment. 


� See G. M. Winch Managing Construction Projects, Oxford 2002.


� Productivity and efficiency comparisons in housebuilding, and construction as a whole, are fraught with difficulties because of the varied nature of the products and the sites on which they are created, the vagaries of such factors as weather and the wide variability which occurs in effort, co-operation and other human factors in the building process.


� The only available measures of housebuilding inputs and comparative efficiencies are from social housebuilding. 


� The data are for 2003. 2004 figures show marked growth for some firms. For example, Taylor Woodrow acquired Wilson Connolly and grew by 18% - producing over 9,000 homes - and, so, has effectively joined a top 4 volume homes group. 


� See M.Ball “Markets and the structure of the housebuilding industry: an international perspective”, Urban Studies, 2003, vol. 40, pp. 897-916.


� This finding was confirmed in the discussions undertaken as part of the UPE housebuilders survey.


� Housing Forum National Customer Satisfaction Survey 2003. � HYPERLINK "http://www.constructingexcellence.org.uk/sectors/housingforum" ��www.constructingexcellence.org.uk/sectors/housingforum� 


� Thanks to Vassos Chrysostomou, Compass-IP Ltd. for this information. 


� These bullet points draw on comments made by respondents in the housebuilders survey, who universally expressed strong criticisms of the neglect by land-use planners of production and cost  issues.


� It is extremely difficult to measure productivity in construction and housebuilding because of the heterogeneous nature of construction products and the complex organisational structure of the industry, which means that much output and employment itself is derived from approximate estimates. See Measuring the Competitiveness of the UK Construction Industry Volume 1 Graham Ive, Stephen Gruneberg Jim Meikle, David Crosthwaite, University College Of London & Davis Langdon Consultancy, DTI 2004.


� Data on subcontractor working hours does not exist, but 5% is equivalent to raising working time from 40 to 42 hours a week, which is not a substantial change. 
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