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Investing for success in 2016
The owner managed business view: real estate and construction

Cautious optimism is the dominant 
mood among owner managed 
businesses (OMBs) operating in  
the real estate and construction 
(RE&C) sector.

Our latest annual OMB survey finds that 

many RE&C businesses experienced a  

better than expected 2015 and are relatively 

confident about their performance in 2016.

 

Most OMBs in the sector see plenty of 

opportunities to bid for new projects and 

expand their longer-term revenues, but 

shortages of skilled staff and ongoing 

difficulties in raising finance means that  

many are having to temper their ambitions.

 

This report highlights the risks, concerns and 

opportunities that RE&C businesses face 

when pursuing growth in 2016.   

We conducted an online survey of 
OMBs between 10 November and  
18 December 2015. We analysed 
466 responses, including 50 from 
businesses in the real estate and 
construction sector. Respondents 
were based across the UK and 
were senior personnel within their 
businesses – primarily founders and 
owners, chief executives and 
managing directors, or other 
high-level directors.

Survey background

Paul Fenner 
Head of Real Estate  

& Construction 

Moore Stephens



RE&C business performance in 2015

Paul Fenner, Head of Real Estate & Construction 

at Moore Stephens, is surprised that so few 

OMBs reported worse performance than 

expected. “A lot of businesses have told me 

that, while they felt things were improving, 

they didn’t actually see that happening 

around them,” he says. “Growth wasn’t as 

fast as expected. I see that, particularly in 

construction, where companies have lots of 

opportunities and potential new contracts in 

the pipeline, but they can’t take them up 

because they haven’t got the resources or 

the funding. They are nervous that if they go 

after too many, they will end up overtrading 

and suffer cashflow problems. So the market  

is still nervous.”

OMBs that were disappointed by their 

performance in 2015 referred to a range of 

challenges, such as one-off problems, issues 

with key clients, bad debts and staffing 

shortages.

How did RE&C OMBs perform  
in 2015?

RE&C OMBs surveyed were more likely  

than OMBs overall to say their business 

performed better than expected in 2015.  

RE&C OMBs that enjoyed better than 

expected success in 2015 gave a range of 

reasons, including:

• improved trading conditions;

• growth in the sector;

• increased pricing or better margins; 

• new contracts, client wins or income 

streams.

2 Investing for success in 2016: The owner managed business view: real estate and construction

42%

18%

Somewhat / 
much better than 
expected

Somewhat / 
much worse than 
expected
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42% 
Of RE&C OMBs believed 
their business performed 
better than expected  
in 2015
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Expectations for 2016

Expectation for 2016 across all sectors
Confidence in general outlook

Confidence in hitting revenue targets

RE&C OMBs 84%

77%OMBs across all sectors

RE&C OMBs 88%

73%OMBs across all sectors

Confidence in hitting profit targets

84%

68%

RE&C OMBs

OMBs across all sectors

The vast majority of RE&C OMBs are 

confident about the general outlook for 

2016 and about hitting revenue and profit 

targets. They are far more confident than 

OMBs in general. 

This is good news, but perhaps not a 

complete surprise. To some extent, RE&C 

OMBs would be expected to be more 

confident about hitting targets than other 

sectors, because of the nature of their 

project pipeline. “RE&C OMBs tend to have 

the majority of their order book secured for 

the year ahead, so they know what to 

expect,” says Fenner. 
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When it comes to ‘cautious optimism’, RE&C 

OMBs have plenty of it! 70% of RE&C OMBs 

expect 2016 to be better than 2015, with 

28% expecting it to be about the same. The 

cautious optimism among RE&C OMBs is 

also reflected in their expected marketing 

spend for 2016. Just under a third (32%) 

expect this to increase, while 66% expect it 

to stay the same. 

RE&C OMBs expecting a better year in 2016 

put this down to factors including:

• continued growth in the sector;

• the ability to charge higher margins  

or fees;

• a strong secured order book;

• new clients;

• new initiatives, projects or income 

streams;

• the result of business development activity 

or staff training.

How will 2016 compare to 2015?

Much / 
a little better

About the same Worse

70% 28% 2%

32% 
marketing 

spend 
increase
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RE&C OMBs have a particular problem of 

their own, which Fenner calls “the sweets in 

the candy shop” issue. “They have so many 

potential opportunities to work on. The real 

question is whether they can do them with 

the resources and funding they have 

available. The challenge is to cherry-pick the 

best opportunities with the best margins. 

There is optimism within the sector because 

there is lots of work available, but there are 

question marks about whether they can do 

all that work.” This is certainly the feeling of 

one RE&C respondent who thought 2016 

would be about the same as 2015. This 

individual is “cautious about growth and the 

financing of it”, explaining that the “pipeline 

of work is there for us but we need to avoid 

cashflow issues and bad debtors.”

One RE&C OMB outlined a number of 

factors contributing to the positive outlook 

for 2016: “We have worked hard at training 

our team, have increased our fees and are 

winning new business. We are carefully 

controlling our costs.”

This relatively positive outlook is welcome, 

and not surprising. “According to 

Government guidelines, we need to build 

250,000 homes per year to meet the 

shortfall,” says Paul Fenner. “There’s a lot of 

public sector demand, for example, for 

affordable housing, and office space that 

needs building. This means that RE&C OMBs 

have a ready-made market. There are lots of 

opportunities out there for the sector.

Only one RE&C OMB surveyed expects 2016 to be a worse year than 2015, 
referring to the “challenge of buying new sites at land values with similar 
margins.”

Expectations for 2016
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Although a second generation family-owned 

business formed in 1969, West Midlands 

construction firm Shaylor Group is “definitely 

in expansion phase and has been for the last 

couple of years,” says CEO Stephen Shaylor. 

“Last year was a record for us – we grew 

20%.” This success has been built on a “back 

to basics policy” initiated a few years ago, 

when the business diversified its activities. It 

now has core business interests in general 

contracting, repair and maintenance works 

and specialist fit-outs, and has developed 

specialist sector expertise. The business plans 

to continue growing by winning more 

framework contracts, generating more 

relationship-led business (where projects 

aren’t necessarily awarded on price) and 

competing for tenders using accurate market 

and price information. 

Headcount increased by around 40 in the last 

12 months to total 200. Skilled employees are 

in short supply in the construction sector, and 

Shaylor does identify this as a risk to his 

business in 2016. “We are constantly 

training,” he says. “We have apprentices and 

management trainees. We have training 

programmes and management academies 

that we run every year.” The business has also 

invested in a new “benefits platform” to help 

its recruitment and retention strategy. “We 

want to be seen as an attractive employer in 

the marketplace,” Shaylor says. “Twice a year 

we effectively close the business down for a 

day for a staff conference. It’s about making 

people feel part of one team.”

The management team has developed a 

comprehensive approach to risk management. 

“We are focused on project risk 

management,” Shaylor says. “All schemes 

have risk registers and we have a Risk 

Committee. As a board of directors, we are 

far more cognisant of risks than we were a 

couple of years ago.”

CASE STU
D

Y

M
OORE STEPHENS

Shaylor Group:  
building growth in a competitive 
construction market
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Strategies planned for 2016

Strategies RE&C OMBs are likely/
certain to undertake in 2016

The top strategy for RE&C OMBs in 2016 is to 

focus on staff training. Fenner says, “Staff 

training is certainly a top priority due to there 

being a high demand for highly skilled 

employees.”

Key:

OMBs across all sectors

RE&C

Investment in new  
technology / IT systems56%

67%

Expanding UK 
customer base62%

81%

Cost  
reduction52%

57%

Launching new products or  
services / diversification44%

66%

Consolidation40%

28%

Succession  
planning36%

49%

Staff 
training74%

85%

Supply chain 
restructuring34%

30%

Change in 
business strategy 32%

40%

New production 
techniques / innovation32%

55%

Expanding 
overseas 10%

34%

Downsizing10%

11%

Sale of  
business8%

16%

Opening new sites/offices/
expanding into new territories  
in UK 28%

27%

M&A8%

17%
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Fenner adds, “There is a skills shortage, 

despite the levies paid to the CITB 

[Construction Industry Training Board]. Some 

companies are asking questions about why 

they aren’t seeing the benefit.” Other 

initiatives may have an impact in time, such 

as Built Environment Skills in Schools (BESS), 

where businesses are encouraging the next 

generation to take an interest in construction 

in the hope that they might choose it for their 

career. “There is also a lot of interest in 

apprenticeships, in recognition of the value of 

on-the-job learning,” Fenner says. “Most 

businesses would like extra funding to enable 

more apprenticeships.”  

Investing in new technology and IT comes 

third in the strategy rankings for RE&C OMBs, 

as it does for OMBs overall. “Portable and 

hand-held devices are now common on 

construction sites, so businesses have been 

gearing up their technology,” Fenner says. 

Their investment goes beyond standard 

business IT systems needed to support 

decision making. “We see a lot of investment 

in green or energy-efficient technology,” 

Fenner notes. “There have been huge 

developments in the last five to ten years, for 

example, in solar power and geothermal 

heating and the concept of ‘eco houses’.  

The fact that many OMBs cut back on 

investment during the recession means that 

there is particularly high investment activity 

now. By claiming research and development 

(R&D) tax credits, businesses can get support 

to fund their development projects and use 

more technical innovation.”   

Construction companies are missing out in 

R&D tax credits, mainly because the sector  

is unaware that their activities fall within the 

scope of the tax relief available. According  

to HMRC figures, construction firms claimed 

just £20 million in R&D tax credits in 

2013/14 – this is just 0.001% of the sector’s 

£205 billion total turnover in that year. 

Fenner adds, “Our experience shows that 

construction companies can claim R&D tax 

credits worth around 2% of their turnover 

when they are aware of the full range of 

qualifying activity. This means that in total 

the industry should be claiming around  

£4.1 billion.”

The top strategy for 
REC OMBs is to focus 
on staff training.
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Risks on the OMB radar 

“The business tax environment is a big 

concern for RE&C OMBs,” Fenner says. 

“There is a lot of change around property. 

For example, stamp duty on the sale of a 

property is increasing to 5%, which is having 

a massive impact on businesses selling 

property, house builders and others.” New 

rules on special purpose vehicles, widely 

used in the RE&C sector, are making it more 

difficult to extract cash at the end of a 

project.    

UK concerns dominate the risk rankings for 

RE&C OMBs, with domestic competition, the 

strength of the UK economy and employee 

skills shortages making up the top three. 

This reflects the highly domestic nature of 

the RE&C sector.

 

Another high concern expressed by RE&C 

OMBs about the business tax environment. 

Risks concerning RE&C OMBs in 2016

Domestic competition

Strength of UK economy

Employee skills shortages

Business tax environment

Regulation in your sector

Interest rate fluctuations

Personal tax environment

Strength of global economy

Availability of external finance

44%

41%

33%

23%

19%

19%

18%

12%

12%
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than it was, but RE&C OMBs can’t go to 

their high street bank and expect to get 

funding for speculative projects. A lot of 

finance has to come from staged payments, 

but that requires completing a lot of work 

upfront and that creates risk. Even during 

the tender process RE&C OMBs incur a lot  

of costs, so finance is an issue for the sector. 

A lot of offshore funding, particularly from 

China and India, has come through for 

major UK city projects, and there has been 

an increase in alternative funding providers, 

including an uptake on invoice discounting 

and peer-to-peer lending.” 

One risk we didn’t ask OMBs about specifically 

was the threat of litigation, claims and 

disputes. “The vast majority of construction 

companies would say this is a significant issue 

in the sector,” Fenner says. This is no surprise 

given that claims on new builds can be made 

for up to 10 years after the build has finished 

and project plans and specifications are often 

modified during a build. “This can easily 

cause delays with knock-on effects for 

contractors in the supply chain,” Fenner says. 

“You can face penalties for delays from 

clients and claims for loss of earnings from 

contractors.”   

The fact that RE&C OMBs are also much 

more concerned about interest rate 

fluctuations reflects the inevitable high 

gearing needed to undertake property or 

construction projects. “They typically have a 

lot of debt, bonds and guarantees, and all the 

lenders will have security over the associated 

assets,” Paul Fenner comments. “So a half a 

percent change in interest rates can make a 

high dent in what is already low margin work. 

But a lot of businesses have paid down debt 

since the last recession, so if rates go up, they 

should be in a much stronger position than 

they would have been.”   

Only 12% of RE&C OMBs see external 

funding as a key risk for 2016, reflecting the 

fact that funding for this year’s projects will 

typically be in place. “OMBs will now be 

looking for funding for projects in 2017 and 

beyond, and getting funding is still difficult 

in construction,” Fenner says. “It’s better 

12% 
of RE&C OMBs view 
external funding as a key 
risk for 2016
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The EU referendum

The limited impact of EU trade on the RE&C 

sector itself may also mean that personal 

feelings about the EU have more influence  

on determining RE&C OMBs’ opinions. One 

referred to “mainly non-business reasons” 

and several cited their dislike of EU 

interference in the UK’s law-making ability.

Many RE&C OMBs that support staying in the 

EU may be concerned about the unknown 

factors associated with a Brexit. “It’s often the 

fear of the unknown that leads businesses to 

want to stay in,” Fenner says. Economic 

stability and the potential benefits to UK trade 

from remaining within the EU were given as 

reasons for staying by some RE&C OMBs. 

Others believe that it’s better for the UK to 

remain inside the EU in order to influence its 

future, and that the UK will have more global 

influence by retaining its EU membership.

Surveyed when David Cameron was still 

trying to negotiate better terms with the EU, 

RE&C OMBs were more undecided about the 

merits, or otherwise, of a Brexit than OMBs 

overall. Almost a third (32%) were unsure 

whether Britain should leave the EU or not, 

compared to 23% of OMBs overall. 

The greater uncertainty and the smaller 

percentage of RE&C OMBs opposed to a 

Brexit may reflect the relatively UK-based 

nature of the sector. “The average 

construction OMB doesn’t trade overseas so 

doesn’t feel the benefits of being part of the 

EU, apart from taking advantage of migrant 

labour,” Fenner says. Several RE&C OMBs 

giving reasons for their desire to leave the EU 

argued that UK trade wouldn’t suffer, and 

could even benefit. 

Should Britain leave the EU?

in
60% overall

out
17% overall

unsure
23% overall

Investing for success in 2016: The owner managed business view: real estate and construction
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Brexit impact

Most RE&C OMBs think leaving the EU 

would have no impact on their business, 

reflecting the domestic nature of the sector. 

However, some RE&C OMBs are concerned 

about negative impacts due to an increased 

skills gap, increased costs due to labour 

shortages, reduced confidence in the UK 

economy and a loss of some inbound 

investment.  

How would leaving the EU affect 
the trade of your business?

What proportion of the RE&C OMB 
workforce comes from mainland  
EU countries?

Some negative / 
strong negative 
impact

No impact

Some positive impact

38%

58%

4%

28%

4%

2%

14%

0%

Up to 20%

20-50%

50-75%

Over 75%

52%

“The UK would not be a 
steppingstone to the EU for many 
overseas organisations with a 
reduction in inward investment 
and reduced overseas business 
relocating to the UK. This would 
impact the need for our services.”

Survey respondent
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Conclusion

Our survey has found that OMBs in the 

RE&C sector are taking steps to grow their 

businesses, focusing on staff training, 

expanding their UK customer base and 

investing in new technology and IT systems. 

In doing so they are seeking to improve their 

performance whether through enhanced 

service offerings, increased efficiency or 

innovative designs and builds. 

2016 is set to be an interesting year 
for the RE&C sector.

Most OMBs see plenty of opportunities to 

bid for new projects and expand their 

longer-term revenues, but constrained 

resources could limit their ability to benefit. 

Shortages of skilled staff and ongoing 

difficulties in raising finance means that 

many are having to temper their ambitions. 

Lessons of the past in terms of the risks of 

over-trading and exposure to bad debts have 

not been forgotten.

“ The market is still nervous. We always say 

that more businesses go into insolvency 

and receivership after a recession than 

during it. There are lots of opportunities 

for OMBs in the RE&C sector, but risks too 

in the form of increased competition, 

planning constraints, funding and skill 

shortages. Businesses need to focus on 

what they can control, such as finding 

ways to retain and train staff and 

maximising their available cash resources. 
There are lots of opportunities for OMBs in 

the RE&C sector, but one where businesses 

have to cherry pick the right projects that suits 

their skills and competencies.”

Paul Fenner 

Partner, Head of Real Estate & 

Construction sector
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 Address skills shortages by taking an innovative approach to recruitment, developing relationships with local schools, colleges and universities. Visit www.beskillsinschools.co.uk/
 Nurture your talent and invest in training and development – people may develop capabilities that enable them to take on more senior roles.
 Consider whether tax-efficient long-term incentive plans could help you retain key employees in the business, particularly those vulnerable to poaching by competitors. 

 Focus on cash generation – by generating cash you can seize opportunities and invest in your business, without necessarily having to rely on external funders. 

 If you do seek external finance, shop around and consider all the funding routes open to you, from asset-based lenders to peer-to-peer and crowdfunding platforms. 
 Target quality customers and build strong relationships with them – such customers  will support the resilience and growth of  your business.  

 Review your supply chain and consider whether any opportunities exist for closer working relationships.

 Where businesses are problem solving or undertaking innovative projects, look into R&D tax credits to see if your business is eligible to claim. These credits could help you fund future projects and improve margins.

15 ways to build a successful business in 2016

 Make your capital expenditure count – don’t be led by tax reliefs or incentives but focus on what will increase efficiency, sales, service quality, etc.

 Invest wisely in technology – cloud-based systems make new technology more affordable and more widely-accessible than ever. 
 Examine your marketing spend: should you be applying it in different ways, perhaps 
experimenting with digital marketing? 

 Even if you are growing, keep a tight control on costs to maintain your margins. 
 If organic growth is slow or stalled, consider acquiring another business – a competitor, supplier or customer. Return on investment could be higher if due diligence is carried  out properly.

 Be opportunistic and look for ways to diversify your business, e.g. by increasing overseas sales – but plan carefully before trying to enter foreign markets and take professional advice.
 Be flexible and prepared to change your business strategy if it no longer works – a great strength of OMBs is their ability to make rapid decisions and respond fast to changing market conditions.

 Don’t forget about succession planning – it can take several years to groom an upcoming management team or address internal issues that would put off an external buyer.
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Skills shortages is driving up salaries and 

putting margins under pressure in this sector.  

Real estate and construction companies could 

consider alternative remuneration approaches 

including share option schemes.

74% are likely/certain to 
undertake staff training

52% are likely/certain to seek 
cost reductions

62% of owners aged  
over 50

56% are likely/certain to 
invest in new technology /  
IT systems

Our solutions

Currently, most businesses, regardless of 

size, are handling low value administrative 

and processing functions in ways that are 

not cost effective. By outsourcing these 

activities, companies can benefit from 

reduced costs as well as improved reliability, 

accuracy and resilience. Through Stream – 

our cloud-based outsourcing solution – we 

offer a highly dynamic and efficient online 

finance and accounting solution, including 

payroll and bookkeeping services.

Our Real Estate & Construction team helps 

clients analyse the options available to them

when selling or handing on the reins of their 

business. We know how much importance 

OMBs place on the future of their business, 

and we look to find a strategy that best

suits each owner. This may include selling  

to a competitor, your management team, 

private equity or passing the business to a 

family member. We also help our clients get 

into the right position to sell.

In this challenging economic environment, 

businesses face pressure to explain their tax 

affairs transparently, manage risk and 

maximise opportunities. We can advise you 

on a range of areas including maximising 

capital gains tax and R&D tax reliefs, 

implementing tax efficient business 

structures, assisting with tax planning for 

disposals, and guide you through the 

requirements of the construction industry 

scheme (CIS). 

The IT function represents one of the largest 

investments that businesses make, and 

therefore it is important to understand your 

IT-related risks, and be confident that the 

systems you have in place are secure, resilient 

and fit for purpose. Our IT Consulting team 

provides expertise in all aspects of IT 

governance, risk management and assurance. 

23% identified the business 
tax environment as a risk
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Moore Stephens in the UK 
Moore Stephens is the UK’s 9th largest 

independent accounting and consulting 

network, comprising over 1,300 partners and 

staff in 34 locations.

Our objective is simple: to be viewed by 

clients as the first point-of-contact for all their 

financial, advisory and compliance needs. We 

achieve this by providing sensible advice and 

tailored solutions to help clients achieve their 

commercial and personal goals.

Clients have access to a range of core and 

specialist services including audit and tax 

compliance, business and personal tax, trust 

and estate planning, wealth management, IT 

consultancy, governance and risk, business 

support and outsourcing, corporate finance, 

corporate recovery and forensic accounting.

Our success stems from our industry focus, 

which enables us to provide an innovative and 

personal service to our clients in our niche 

markets. Specialist sectors include charities & 

not-for-profit, education, energy & mining, 

family offices, financial services, healthcare, 

hotels & leisure, insurance, pensions, 

professional practices, public sector, real 

estate, shipping, social housing, sports and 

technology & media.

Contact information
If you would like further information on any item within this 
report please contact us.

Moore Stephens (South) LLP, The French Quarter
114 High Street, Southampton, Hampshire SO14 2AA
T +44 (0)23 8033 0116
www.moorestephens.co.uk/south

Moore Stephens (South) is a member of Moore Stephens International Limited, a worldwide network of independent firms. MSIL  
and its member firms are legally distinct and separate entities. Moore Stephens (South) LLP are registered to carry on audit work in 
the UK and Ireland and regulated for a range of investment business activities by the Institute of Chartered Accountants in England 
and Wales. DPS32883 August 2016

About Moore Stephens
Moore Stephens is a top ten 
accounting and advisory network, 
with offices throughout the UK and 
member firms across the globe.

Our clients range from individuals 
and entrepreneurs, to large 
organisations and complex 
international businesses. We 
partner with them, support their 
aspirations and contribute to their 
success. In-depth understanding of 
our clients allows us to deliver 
focused accounting and advisory 
solutions, both locally and globally.

Clients have access to bespoke 
services and solutions, including 
audit and assurance, business 
support and outsourcing, payroll 
and employers’ support, business 
and personal tax, governance and 
risk, corporate finance, forensic 
accounting, wealth management, 
IT consultancy, and restructuring 
and insolvency.

Our success stems from our 
industry focus, which enables us to 
provide an innovative and personal 
service to our clients in a range  
of sectors.

Moore Stephens globally 
Moore Stephens International is a 
top ten global accountancy and 
consulting network, headquartered 
in London. With fees of over 
US$2.6 billion and offices in 103 
countries, clients have access to the 
resources and capabilities to meet 
their global needs.

By combining local expertise and 
experience with the breadth of our 
UK and worldwide networks, 
clients can be confident that, 
whatever their requirement,  
Moore Stephens provides the right 
solution to their local, national and 
international needs.

Chichester  

Andrew Henshaw 
T: 01243 531600
andrew.henshaw@moorestephens.com

Guildford 
Chris Goodwin 
T: 01483 538881
chris.goodwin@moorestephens.com

Isle of Wight 
Sue Lucas 
T: 01983 825000
sue.lucas@moorestephens.com

Salisbury 
Andrew Coldwell 
T: 01722 335182
andrew.coldwell@moorestephens.com

Southampton 

Stuart Datlen 
T: 023 8033 0116
stuart.datlen@moorestephens.com


