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Foreword
Welcome to our winter 2018 review of UK Construction.

We watch in interest as our industries must plan and counterplan for potential Brexit outcomes. All businesses have had
to work hard to create contingency plans with many such as
JLR and EasyJet committing to operational changes. We
have direct experience of how this uncertainty is affecting
business decisions in regards human resources in both the
UK and abroad. We have had to look at our own business
and how clearly we define our services so that we can
effectively supply skilled personnel to the best engineering,
construction and technical businesses in the UK.

Carbon60global.com

In this edition, we highlight UK economic and employment
trends for the period of October to December 2018. In
addition to industry current affairs, we have a particular focus
on IR35 in this edition – another pending change that will
impact on our industries (but thankfully, one in which we now
have more time to prepare!)

Paul Nolan, Managing Director
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UK Economy & Employment
UK Economy

Employment

According to the ONS, UK GDP grew by
0.6% in the second half of 2018, the fastest
increase since 2016.

The number of people in work and the
number of people unemployed both
increased in the second half of 2018. The
number of people in work was 32.41
million, an increase of 23,000 from the first
half of the year, and 350,000 more than the
second half of 2017. The employment rate
is 75.5%, almost the same as the first half
of the year, and 0.5% higher than a year
earlier.
There
were
1.38
million
unemployed people, a rate of 4.1%, which
is 21,000 more than the first half of 2018.

GDP growth was buoyed by the strong
summer of spending but September saw
slower retail and car sales. The 6.2% drop
in car sales dragged down GDP by 0.11%.
This has been a pattern over the last two
years where the decline has continued.
However, car manufacturing for export
grew over the last quarter, which ultimately
helped boost factory output.
The growth in GDP was driven primarily by
the services sector, which grew 0.4% in the
second half of 2018. Production industries
grew by 0.8% and the construction sector
contributed positively too at 0.13% growth. 1
Construction output grew by 2.1% during
the same period. New work in infrastructure
and housebuilding drove the monthly
growth in September by 1.7%.

Estimates
earnings
increased
compared

show that UK average weekly
(adjusted for price inflation)
by 0.9% (excluding bonuses)
with a year earlier.

Breaking down the employment by
nationality, compared to the same time last
year the number of UK nationals working in
the UK increased by 448,000 to 29 million.
EU nationals working in the UK fell by
132,000 to 2.25 million (this was the largest
fall since records began in 1997).
Interestingly, the number of non-EU
nationals increased by 34,000 to 1.24
million.2
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Construction Overview & Outlook
Brexit
As the UK prepares to leave the EU,
according to Glenigan the value of
underlying construction projects has been
forecast to drop during 2019. Project starts
for 2018 are estimated to have declined by
6%, and 2019 is projected to see a smaller
fall of 2%, with 2020 seeing recovery in
project starts. This is subject to change
depending on the final Brexit outcome.

The Federation of Master Builders have
advised the government to scrap the
proposed skills-based immigration system
post-Brexit and replace it with a system that
allows the UK to draw on essential migrant
workers, otherwise construction output will
continue to fall.2

Modernisation
A ‘No Deal’ Brexit will have a negative
impact on the UK economy and the
construction industry, not just during 2019
but also for years to come. The Office for
Budget
Responsibility
(OBR)
has
estimated that if it wasn’t for Brexit, the UK
economy would have grown by an extra
2.5%.1 A ‘No Deal Brexit’ would simply
push the economy into recession due to the
amplified disruption to UK trade. This would
in turn affect the construction industry by
less investment due to uncertainty, fewer
private housing starts due to drop in house
sales, lower availability of EU labour that
would exacerbate the already skill short
market and risk to the supply chain as 10%
of construction materials are imported from
the EU.

1

Glenigan - Construction Outlook Forecast
2019 - 2020
2 Construction output slips in October

Compared
to
sectors
such
as
manufacturing, the construction sector has
a history of low productivity. The
government recognises this fact and has
said that construction companies must start
using advanced techniques such as
automation and offsite construction during
the £600 billion National Infrastructure and
Construction Pipeline over the next 10
years. Part of the pipeline includes the
£28.8 billion that was announced during the
autumn budget for the National Roads
Fund3. Embracing new methods of
construction will not only boost productivity
but also reduce waste by up to 90%.4
Transferring
site-based
construction
activities to a factory environment may help
overcome some of the industry’s shortage
of skills. Where the factories are built, there
will be a surge in employment opportunities
for skilled trades in those areas to work in
3

Budget 2018: 24 things you need to know
and automated construction needed for
£600bn infrastructure boost
4 Offsite
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the factories. New skilled jobs and
apprenticeship
opportunities
will be
created. The factory environment may be
more appealing to new entrants to industry
or experienced workers who are looking for
an alternative to site based work and the
travelling and various working conditions
that come with it. Another important point to
realise is the opportunity to plug the skills
gap with other factory-based engineers and
technicians from a range of different
industries
such
as
aerospace
or
automotive where transferrable skills could
be applied.1

Crossrail
Crossrail services were supposed to have
started this month but the project was
delayed until autumn 2018 due to problems
with the commissioning and testing
process3. Crossrail bosses have now
stated they can’t guarantee hitting the
revised opening date as they still have a
‘huge amount to do’ and have had the
budget increased by another £2 billion as
delays have caused the budget to grow
from its original £14.8 billion to £17.6
billion4.

Berkeley Group have planned to start
building modular homes from their factory
in Kent once they’re fully operational in
2020. Berkeley said the core building of the
factory is expected to be completed next
year, with production of modular homes to
follow in 2020 once the fit-out of the facility
is complete. The facility will employ more
than 200 people with Berkeley also
planning to set up an apprenticeship
scheme with the local college.2

1

3

2

4

The industrialisation of construction
Berkeley to begin modular home production
from 2020

Crossrail confirms a year's delay
Crossrail cost overruns spiral to £2bn
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In focus: IR35
IR35 seeks to ensure that people who
provide services through their own limited
company pay broadly the same amount of
tax and NICs as other employees.1

In the 2018 autumn budget, it was
confirmed that the private sector would
have IR35 introduced to bring it in line with
the public sector.

The HMRC estimates that currently only
10% of people who should comply with the
IR35 rules do so. This represents a
massive shortfall in tax receipts for the UK
Government.

From the 6th April 2020, medium and large
businesses will need to decide whether the
contractors they engage with fall inside or
outside IR35 legislation. If it’s deemed that
IR35 rules do apply, then the business,
recruitment agency or umbrella company
that pay the worker’s company will need to
deduct income tax and employee NICs and
pay employer NICs.

51% of public sector hiring
managers had lost skilled
contractors as a direct
result of the changes to
IR35 regulations
52% had witnessed cost rises, delays and
project cancellations.3

The cost of noncompliance in the private
sector alone estimated to
reach £1.2 billion a year by
2022/23.2

There are already uncertainties about how
things will change once the UK leaves the
EU, let alone with IR35 hitting the private
sector and adding to the concerns.

1

3

IR35: Estimating the administrative burden
FACTSHEET: Consultation on off-payroll
working in the private sector
2

Some of the Brexit-related concerns such
as the lack of overseas talent might be
exacerbated by IR35 as the number of

IR35 changes have ‘seriously damaged’ the
NHS
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candidates
dwindling.

from

the

EU

is

already

IR35 is not new, but the way it has been
applied in the public sector and will soon be
applied in the private sector is.

chain, we must be conscious of the impact
changes have on businesses and
especially on people.
As a leading engineering recruitment
business, we have witnessed other
legislative changes over recent years and
played a key role in supporting change with
both candidate and customer.
If you need any additional advice about
IR35 or other employment related issues,
please don’t hesitate to contact us for
further information.

It is likely to have a significant impact on a
number
of
operating
LCCs
and
organisations that benefit from their
services. However, as with the public
sector, it will soon become the new norm
across the whole UK economy. It’s not yet
clear how this will impact on the form of
employment of thousands of contractors
but it is an adjustment our industries must
make. In doing so, throughout the supply

For more information on IR35, please
check
out
the
Carbon60
IR35
information page here
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Salary & hiring trends - Construction

The above information has been sourced through Innovantage – a search
platform compiling data from 280 job boards and 200,000 company websites.

9| Aviation Overview & Outlook Winter 2018

Salary & hiring trends – FM

The above information has been sourced through Innovantage – a search
platform compiling data from 280 job boards and 200,000 company websites.
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Salary & hiring trends - Trades

The above information has been sourced through Innovantage – a search
platform compiling data from 280 job boards and 200,000 company websites.

11 | A v i a t i o n O v e r v i e w & O u t l o o k W i n t e r 2 0 1 8

Carbon60 is a specialist in providing flexible and cost-effective
engineering and technical recruitment solutions on an international
scale. We work in partnership through a combination of
recruitment, managed services and outsourced projects to help
connect the best industry professionals and teams to dynamic
businesses across aviation, construction, defence, engineering
and technology.

Contact us:
marketanalytics@carbon60global.com
01329 227043
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