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Construction is cyclical and follows the general 
economic cycle, it is wise to prepare for the 
next round of economic downturn.
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The recession is over. 
Prepare for the next one



The recession is 
over: prepare for 
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In a speech at Mansion House on Thursday 12 
June, Bank of England Governor Mark Carney 
suggested that not only was the recession 
over, but that GDP was now accelerating 
beyond the previous high reached in 2008. As 
a consequence, he indicated that interest rates 
would rise sooner than the market had 
previously expected.

In the same month, the Office of National 
Statistics issued a revised estimate for 
construction growth in the first quarter of 

2014. Gardiner and Theobald then issued their 
tender price trends for Q2 2014.

Which shows which shows strong inflationary 
pressures. And in an August update Dr Noble 
Francis, chief economist of the Construction 
Products Association (CPA) , forecast that 
construction output would grow by 4.7% in 
2015. Taken together these last two pieces of 
evidence indicate clearly that construction is 
growing faster than the UK economy generally.

Construction is cyclical and follows the general economic cycle, it is wise to 

prepare for the next round of economic downturn
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Prepare for the next one? 

With this good news, why is this article talking about the next recession? Well we all know that 
construction is cyclical and follows the general economic cycle.

Martyn Dorey kindly supplied the following data which shows how the economic cycle has fluctuated 
over the last 60 years or so. Looking at the most recent cycle, which started in 2007/8 with the 
financial crisis, we can see the big dip that was mirrored by construction activity. Martyn’s model 
looks forward (as shown on the diagram – over page) and, sure enough, we can expect another 
downturn within the next 5-7 years following what will have been a substantial boom.

Figure 2: Economic cycle

So, armed with this knowledge, what strategies can the industry and individual businesses adopted 
to prepare for and mitigate the effects of the next downturn?

Key to being able to respond to this downturn is understanding and accepting that it will happen 
and, therefore, preparing and implementing a strategy to position your business to cope with this 
circumstance. We have observed from our own consulting work that notable construction businesses 
with the right strategy and leadership coming out of the last recession have grown substantially and 
are well positioned to make bumper profits during the coming boom.

Once a business has decided to prepare for the boom and the following downturn, we advocate a 
three-point strategy.

Source: Data supplied by Martyn Dorey of www.doreyltd.com
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1. Really understand your market and watch for early indicators of market changes

For example, infrastructure spending is set to grow strongly between 2014 and 2020 based on 
stated government policy, committed major projects and enhanced spending on highways, rail and 
power (see the chart, from McKinsey, right). Many studies have shown the link between 
transportation infrastructure spend and development gain.

House-building is enjoying a major boom (albeit from a relatively low base as it suffered 
disproportionately in the recession), but it is a much more volatile market because of the influence of 
interest rates on demand.

Although these two sub-sectors are both growing strongly, it is likely from our research that housing 
will move into a recession while infrastructure will continue to grow beyond around 2019.

Three-point strategy
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2.    Build selective collaborative relationships while it is a sellers’ market

Since 2008, it has been a buyers’ market. This has resulted in a move away from partnership thinking 
and shifts towards very transactional behaviour and short-term thinking from clients. Now there is an 
opportunity to work more closely with clients to create more value together, as there is more 
incentive for clients to engage as supply resources becomes scarcer. If successfully implemented, 
this strategy will lead to much stronger business relationships. This will pay dividends when the next 
recession strikes.

3.    Develop ways of maintaining collaborative business relationships

Collaborative business arrangements require more management effort than traditional transactional 
approaches. In particular, once established and¬¬ the partnership begin to transact, leaders need to 
be focused on maintaining the appropriate behaviours and ensuring that the collaboration continues 
to create value. With an eye on the future and changing circumstance, it is important that both sides 
have a plan to disengage when mutual value can no longer be maintained.

This three-point strategy fits quite neatly into the BS11000 framework standard. Although imperfect, 
this standard - if well implemented - will lead to a more collaborative and certain future.

In past booms the industry has adopted a ‘make hay while the sun shines’ approach. Next time 
around, will we have learned from the mistakes of the past, or are we doomed to repeat them?



Following a long career in contracting Tim Fitch formed Invennt with Brendan Morahan in 2011. 
Invennt is a business consultancy focused on the construction sector. It seeks to create value for clients 
and the supply chain through: strategic review, collaboration, relationship marketing and supplier 
engagement. For an initial discussion over breakfast, call 07816 517590 or visit www.invennt.com. 
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