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Foreword

It’s impossible to comment on the mood 
among owner managed businesses 
(OMBs) in the real estate and construction 
sector (RE&C) without mentioning Carillion. 
Its collapse in January 2018 sent 
shockwaves through the sector. But once 
the dust settles, there could be some 
longer-term benefits for the construction 
industry – primarily around the proper 
pricing of contracts. We’ll consider the 
repercussions of Carillion’s liquidation later.

This year’s OMB survey closed before 
Carillion’s collapse, so our core findings 
were unaffected by it. Even so, RE&C OMBs’ 
confidence about the general outlook (and 
about revenue and profit targets) is lower 
than that of OMBs generally – and has also 
fallen slightly since last year. While OMBs 
are hugely concerned about the UK 
economy, actual experiences varied last 
year. Residential builders have generally 
been doing well, buoyed up by high demand 
for housing and readily available funding. 
Times have been tougher for commercial 
construction companies, which faced a 
shutdown in bank financing for much of last 
year. Even so, a vast number of 
infrastructure projects are under way, not 
just HS2. Opportunities are there.

There’s no doubting the sector faces many 
ongoing challenges, including procurement 
difficulties, slow and cumbersome 
planning processes and a scarcity of land. 
RE&C OMBs are also concerned about the 
persistent shortage of skilled staff – but 
they are responding by investing in training 
up their own talent, and are well ahead of 
OMBs generally in training apprentices. 

There are exciting developments too 
around technology. Who would have 
thought five years ago that Wi-Fi would 
replace the need to keep rewiring our 
homes? Offices are also changing to 
reflect new ways of working that make 
maximum use of innovative developments. 
The challenge is for traditional builders to 
keep up. The good news is that RE&C 
OMBs see advances in technology as more 
an opportunity than a threat.

Remember too that the UK economy 
maintains growth, and investment 
continues in new homes, commercial 
developments and infrastructure projects. 
There are uncertainties, but also much 
innovation, commitment and determination 
to succeed.

Paul Fenner
Partner 
Head of Real Estate and Construction
paul.fenner@moorestephens.com
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Confidence in 2018

Over half (57%) of RE&C OMBs are confident 
about the general outlook for 2018 – a similar 
result to last year (61%) and comparable to the 
result for all OMBs surveyed this year (60%).

RE&C OMBs are slightly less confident about 
hitting both revenue and profit targets than 
OMBs generally: 66% expect to hit their revenue 
targets for 2018 (compared to 71% overall) and 
61% are confident about hitting profit targets 
(compared to 64% overall). Confidence has 
also fallen since last year, when 71% of RE&C 
OMBs were confident about hitting both 
revenue and profit targets. This finding runs 
counter to the general trend among OMBs this 
year, where we have seen a bounce back in 
confidence after a low point last year.

The fall in optimism among RE&C OMBs 
reflects their significant concerns about the 
strength of the UK economy and the impact of 
the UK leaving the EU – both issues considered 
later in this report. 

Looking back at 2017, 32% of RE&C OMBs said 
their business performed better than expected 
against revenue and profit targets (well below 
the 40% result for OMBs nationally), although 
only 13% said their business performed worse 
than expected in 2017 (compared to 17% of 
OMBs nationally). 

Asked about their aspirations for 2018, many 
RE&C OMBs are looking for growth, as well as 
increased efficiencies.

66%
are confident about hitting 

revenue targets

61%
are confident about 
hitting profit targets

57%
are confident about 
the general outlook
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“To return to modest sustainable growth delivering a quality service to a 
broad range of clients and sectors; at the same time maintaining a motivated 
employee base that feel valued.”

“To get new development sites up and running quickly and efficiently, and keep 
our sales rate at current levels.”

“Attempt to add turnover and profitability, working across a Europe in 
complete flux!”

“Growth – into new geographical areas and possibly into new capabilities and 
systems.” 

“To maintain turnover and profit levels and to continue building on current 
client relationships and becoming a preferred supplier with new clients.”

“Improve efficiency via cut costs and using technology, resulting in stronger 
profits.”

Aspirations for 2018
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Confidence after Carillion

Although our survey took place before 
Carillion’s liquidation was announced, we were 
able to poll respondents to ask how it affected 
their business. One respondent highlighted 
how the significant loss of confidence in the 
sector “has brought greater focus on high risk 
construction contracts. Clients are asking for 
greater visibility of balance sheets, funders are 
asking more intrusive questions before 
approving loans. Some funders are 
suspending loans or placing increased 
controls or more onerous terms.” Others 
reflected this with comments on the 
“nervousness of clients and suppliers when 
credit is discussed” and how cautious all 
parties are currently. 

When asked if they expect another major 
contracting group, like Carillion, to fail in the 
next 12 months, all respondents answered 
likely or very likely. One said that the 
liquidation was “symptomatic of a tendering 
model which is outdated and broken. Clients 
drive contractors into a place that promotes 
poor quality work and use of poor materials. 
as prices increase and contractors have no 
mechanism to correct their pricing one of two 
things happen – quality is reduced or bills 
aren't paid.”

“The liquidation of Carillion could bring both 
good and bad impacts for the construction 
sector,” says Head of RE&C Paul Fenner. “The 

negative impacts relate to the ripple effect 
across the industry supply chain. Contractors 
who dealt directly with Carillion face the 
challenge of debt recovery. The tier one and two 
suppliers could have substantial debts. If they go 
under, the repercussions could reach as far as 
tier 20.”

However, in the longer term, the RE&C sector 
could benefit. “Carillion got into trouble due  
to ‘low-balling‘,” Fenner says. “It wasn’t 
sustainable and that has now become 
apparent. This has made it easier for 
contractors to negotiate contracts in a way 
that allows them to charge a premium.  
They can start to educate buyers so they 
understand they need to pay a higher price.  
No other sector goes in for low-balling to the 
extent we’ve seen in RE&C. If the industry can 
move away from low-price bids towards a 
more sensible pricing structure, this will be 
beneficial in the end.” 

On another positive note, the skills shortage 
across the RE&C sector means that no former 
Carillion employees can expect to be 
unemployed for long. Public sector contracts 
are being honoured, and private sector 
contracts transitioned to new contractors. 
“Skilled individuals will find a home,” Fenner 
says. “They may even be working on the  
same contracts, only under a different 
company name.” 
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How to spot a potential collapse

A huge pension deficit

A credit payment period exceeding 120 days

Extremely high debt gearing 

Expensive debt (overseas bonds)

Low-balling to win contracts

Reluctance of higher quality contractors to join 
the supply chain

Carillion’s collapse offers some useful insights for the RE&C sector on the early warning signs all 
contractors should look out for. Profit warnings 
are the ultimate, obvious red flags. Other earlier 
indicators include:
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Strategies in 2018

49%
Investing in staff training

22%

26%

Succession planning

Investment in 
technology or IT

22%
Reduce costs or overheads

22%
Create apprenticeships

46%
Expanding UK customer base
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The top two strategies that RE&C OMBs 
expect to implement in 2018 are investing in 
staff training (identified by 49%) and 
expanding the UK customer base (46%). This 
is a huge leap from last year, where these two 
strategies topped the rankings but were only 
29% and 25% respectively. This reflects the 
concerns the sector has about Brexit and the 
impact it will have. The emphasis on staff 
training is also revealed in the fact that RE&C 
OMBs are more likely than most OMBs to 
anticipate creating apprenticeships (22%, 
compared to 15% of all OMBs).

Just over a quarter (26%) of RE&C OMBs are 
certain or very likely to invest in new 
technology and IT systems this year. 
Although this somewhat lags behind the 33% 
of all OMBs surveyed, so this is a leap for 
RE&C OMBs – last year only 15% were 
preparing to invest in this way. Additionally, 
71% of RE&C OMBs view advancements in 
technology such as automation, artificial 
intelligence and machine learning as an 
opportunity (16% seeing an immediate 
opportunity, 55% a medium to long-term 
opportunity). However, 23% see such 
technology advancements as a medium to 
long-term threat and 6% see an immediate 
threat. One RE&C OMB noted that estate 

agency would be transacted online and that 
“demand for the traditional high street agent’s 
list of services [is] under threat from purely 
online agents”. Another commented that the 
construction sector had shown “no real 
productivity gains in years” but now faced 
“increased client expectation around delivery 
programmes, cost and quality issues” and 
warned that “to continue to win work, 
construction businesses will need to 
respond”.

During 2018, 22% of RE&C OMBs intend to 
undertake some succession planning, and 
22% want to reduce costs and overheads 
(both compared to 24% nationally). Just over 
a fifth (21%) of RE&C OMBs plan to develop 
new products or services (compared to 38% 
of OMBs overall) and 18% intend to launch 
new products or services (compared to 37% 
of OMBs nationally). 

However, RE&C OMBs are slightly more likely 
than OMBs generally to open new sites and/
or offices in the UK (17%, compared to 6% 
nationally), raise external finance (15%, 
compared to 12% nationally), restructure 
supply chains (12%, compared to 7% 
nationally) and grow through acquisition 
(10%, compared to 7% nationally).
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Concerns in 2018

87%
concerned about the 

strength of the UK 
economy

52%
concerned about  

the impact  
of Brexit

32%
are concerned about 

sector regulation  

47%
are concerned  

about a shortage  
of skilled staff

37% 
are worried about 

domestic competition

32%
are concerned about 

an increase in the 
income tax rate

42%
are worried about 

rising interest rates

33%
are worried about an 
increase in business 

tax rate
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The biggest concern by some way for RE&C 
OMBs in 2018 is the strength of the UK 
economy, with 87% concerned (above the 78% 
result for all OMBs) up on the 68% last year. 

RE&C OMBs are also much more concerned 
than OMBs generally about rising interest 
rates (42% compared to 30% nationally). 
They have other concerns too, including 
domestic competition (37%), fluctuating 
exchange rates (19%) and the strength of the 
global economy (15%).

When asked about their business-focused 
concerns for 2018, the impact of Brexit 
negotiations on business emerged as the top 
issue for RE&C OMBs (52% compared to 51% 
of OMBs nationally). We look at the Brexit 
factor in more detail later.

Concerns about a shortage of skilled staff are 
also significant for many RE&C OMBs 
(identified by 47% above the national result of 
41%). This was the top business concern for 
RE&C OMBs last year (identified by 46%). 
Finding and retaining the right people clearly 
remains a constant challenge.

RE&C OMBs are also more likely than OMBs 
generally to be concerned about a range of 
issues, including an increase in the business 
tax rate (33% compared to 27% nationally), 
sector regulation (32% compared to 27% 
nationally), an increase in the income tax rate 
(32% compared to 24% nationally), an increase 
in business rates (30% compared to 26% 
nationally) and access to external finance or 
investment (13% compared to 10% nationally). 
They have roughly the same level of concern 
about  extracting profits from the business 
(28% compared to 27% nationally).

However, RE&C OMBs seem less concerned 
about keeping pace with and/or adopting new 
technologies (20% compared to 27% 
nationally), payroll costs (19% compared to 
25% nationally), the threat of cyber attack or 
data breach (14% compared to 29% nationally) 
and complying with the EU General Data 
Protection Regulation (GDPR) (9% compared 
to 24% overall).
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Mace: developing people and 
technology for sustainable growth

Having achieved profitable results for 27 
consecutive years, construction business 
Mace now employs over 5,000 people and 
generates total revenues of around £2 billion. 
Still an owner-managed and led business, the 
group is active in development, construction, 
consultancy and facilities management. 
Although its construction activities are mainly 
focused on London and the South East 
(including building Tottenham Hotspur’s new 
ground), Mace generated international 
revenues of over £550 million last year from a 
range of activities, including project 
management for Expo 2020 in Dubai and 
building data centres for Facebook and 
Microsoft in Europe.

The group has a strong order book for 2018, 
but Dennis Hone, Group Finance Director, has 
some concerns about the strength of the UK 
economy from 2019 and the construction 
sector, which may be nearing the top of its 
latest cycle. Nevertheless, he says: “We are 
looking for sustainable growth and to create 
long-term jobs. That means we look for 
framework agreements that last many years 
and larger construction projects that will last 
three to four years. We want to be selective 
and ensure contracts have reasonable 
margins and longevity.”

Mace is investing in three core areas: people, 
innovation and technology. “Productivity in the 
construction industry has not moved forward 
for 20 years,” Hone says, also referring to the 

sector’s low, margins. “Investment in systems 
that can achieve economies of scale and 
reduce some manual working – and in 
innovation in how we do things differently in 
order to be more productive – can make us 
more competitive and improve margins in the 
long term.” 

Mace has set up its own innovation team to 
look at different practices around the world. 
“If there are good work practices, we are 
interested to see if they have an application in 
the UK,” Hone says. “But we link our 
investment in technology, innovation and 
people together. If you get good people, who 
are well trained, give them the right tools and 
then add a sprinkling of innovation, that’s 
hopefully the right recipe going forward.”

www.macegroup.com
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Brexit: the real estate and  
construction view
Only 8% of RE&C OMBs think the Government 
is listening to their concerns, whilst 52% of 
OMBs in the RE&C sector are worried about 
the impact of Brexit negotiations on business. 
We found that 37% don’t think the Government 
is taking the concerns of OMBs into account 
in their negotiations with the EU (compared  
to the overall survey result of 49%). Another 
55% think the Government considers OMB 
concerns occasionally (as do 44% of all  
OMBs surveyed). 

The main Brexit-related concern for RE&C 
OMBs is about access to human resources: 
43% are concerned about a shortage of EU 
labour after Brexit (well above the 30% result 
for OMBs across all sectors). One respondent 
warned that the “shortage of EU labour may 
affect construction output”, causing knock-on 
damage along the supply chain.

A quarter of RE&C OMBs are worried about 
the introduction of tariffs after the UK leaves 
the EU (compared to 38% of OMBs across all 
sectors). Given that only 14% are exporters, 
respondents are mainly concerned about the 
impact of tariffs on imported goods, which 
could push up materials costs. 

Some RE&C OMBs have other Brexit-related 
concerns: 14% are concerned about a loss of 
European customers (compared to 23% of 
OMBs overall) and 10% (compared to 18% of 

all survey respondents) are concerned about 
a loss of EU grants and subsidies. 

One RE&C OMB commented: “The main 
concern I have with leaving the EU is the 
uncertainty that it creates and the impact this 
will have on the wider economy.” Another 
thought that Brexit and the ineptness of 
politicians meant that “the economy and 
confidence are on a downwards spiral”. 
Another noted: “The general uncertainty of 
what the future holds for our economy during 
and following Brexit is making home owners 
very cautious… Resale housing stock is at 
worryingly low levels.”

One RE&C OMB said that, due to the fall in 
sterling, the cost of imported products from 
its parent company in Europe had increased 
by over 15%. Several expressed concern 
about the length of time being taken to 
establish the Brexit terms. One respondent 
described Brexit as “one big distraction” and 
thought it was time to move on and “focus on 
domestic problems”. 

However, there is some support for Brexit. 
One RE&C OMB saw a future where farmers, 
no longer supported by EU subsidies, would 
sell land for development – “which will allow 
construction firms to grow and all the other 
industries that are linked to it will grow and 
prosper”.
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What aspect of leaving the EU concerns you most?

55%

37%

8% Yes, they are 
listening to us

No, they do not 
listen to our 

concerns

Occasionally

43%

Introduction  
of tariffs

25%

Shortage of EU 
labour

14%

Loss of European 
customers

10%
Loss of EU grants 

and subsidies

8%
No aspect

Do you think the Government is taking 
into account the concerns of small 
and medium size businesses in their 
negotiations with the EU?
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Bridging the skills gap

The skills gap is a theme that arises 
frequently in discussions and research with 
OMBs. As noted in the concerns section 
(page 8), the shortage of skilled staff is a 
concern for 47% of RE&C OMBs, above the 
national average of 41%. It is encouraging to 
see how RE&C OMBs are taking action to 
tackle this issue, training and supporting 
talent at all levels of their business.
 
Action is primarily through internal 
development plans, but in addition REC OMBs 
plan to actively recruit to fill skill gaps and 
greater numbers, than nationally, plan to use 
funds from the Apprenticeship Levy for 
training and intend to create apprenticeships.
 
In terms of training, RE&C OMBs see the most 
need to develop digital skills in their business, 

which is in line with their responses on 
strategies to invest in technology or IT. 
Another high investment area is in developing 
commercial awareness and technical skills 
such as financial, HR, accounting or legal 
skills. Alongside their training priorities, RE&C 
OMBs see the need for securing quality 
accreditations (e.g. ISO9001, ISO14001) – a 
result that exactly matches the cross-sector 
outcome for all OMBs.
 
However, RE&C OMBs are less likely to see a 
need for skills development in some other 
areas, in comparison with OMBs generally. 
For example, the need for developing 
leadership and management skills, sales and 
marketing skills and soft skills such as 
negotiation, communication and time 
management.

Plans for addressing any skills gaps within the business:

52%
   vs
61%
nationally

41%
   vs
45%
nationally

19%
   vs
13%
nationally

Develop internal 
teams through 

training 

Utilise the 
Apprenticeship Levy 

(e.g. to spend on 
training)

Actively recruit  
to fill gaps
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Digital skills

Sales and  
marketing skills

Leadership and 
management skills

Soft skills (e.g. 
negotiation, 
communication,  
time management)

Technical skills 
(e.g. financial, HR, 
accounting or legal

Commercial 
awareness

Securing quality 
accreditations (e.g. 
ISO9001, ISO14001)

41%

34%

30%

37%

33%

29%

13%

48%

30%

45%

27%

43%

34%

13%

Real estate & construction OMBs OMBs nationally

Areas of training or development requiring investment: 



Deeley Group: seeing positive 
prospects for growth
Midlands-based Deeley Group is a 
construction and development firm employing 
around 70 people. The business was 
established in 1936 by George W. Deeley and 
remains family-owned. It now generates 
turnover of around £50 million, primarily from 
industrial, housing, commercial, public sector 
and educational projects.

The financial crisis a decade ago severely 
affected a couple of commercial 
developments, which dropped in value. It also 
drove Deeley Group out of the housing 
market. “But we are back in now,” says Peter 
Deeley, managing director. “We have land and 
are moving forward. We’re only a small house 
builder – 25 houses a year, but the 
Government needs more housing and there’s 
still confidence in terms of house building.” 

Although Deeley thinks there could be a “wave 
effect” from the collapse of Carillion in terms 
of contractors not being paid, he is 
nevertheless “very positive” about prospects 
over the next few years. He sees strong 
potential in Warwickshire, where the group 
currently has four ongoing projects to build 
factories and workshops. “Until now we 
haven’t built a factory, workshop or office 

building in 10 years, so we think there is a 
coming need,” Deeley says. He is aiming to 
grow the business in 2018, including through 
acquisition – ideally of a specialist contractor. 

Although recruiting the right talent isn’t 
necessarily easy, Deeley says: “There are 
some very good youngsters about. We look 
for enthusiasm, interest, and commitment, as 
well as being good at the job.” The business 
recruits trainees alongside qualified staff. It 
supports training through day release 
schemes, particularly for quantity surveyors, 
as well as some management trainees and 
on-site staff. “We use a couple of local 
universities, in Birmingham and Coventry, and 
that works well,” Deeley says.

Does the business invest in new technology? 
“Yes, you have to,” Deeley says. For example, 
the business has invested in technology to 
help site managers stay “better informed” and 
share information and documentation more 
effectively.  

The group does not generally need to rely on 
EU staff, so the only real Brexit-related 
concern is around the economy. “What we are 
worried about is if confidence is removed and 
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that people will put things on hold for a year 
or two,” Deeley says. “But hopefully the UK 
continues to see itself as part of the world 
market and confidence will be sustained.”

Deeley Group prides itself on its quality of 
service, interaction with its local community 
and long-standing client relationships. “You 
can’t underestimate the word ‘relationship’ in 
our business,” Deeley says.

Peter Deeley
Managing director
Deeley Group
www.deeley.co.uk
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Our solutions

87% of RE&C OMBs view the strength of the UK economy in 2018 
to be their largest external concern, with 52% explicitly 
highlighting Brexit as the primary issue
As the details around the terms of the UK’s exit from the EU become known, it’s 
vital that OMBs discuss the scenarios that might impact their business and take 
stock of the risks and opportunities that the future might bring. 

Our team can support you to advise on efficient structures to manage 
commercial and tax risks, and provide assurance that your business has a robust 
strategy in place. 

47% of RE&C OMBs view a shortage of skilled staff as a key 
business concern
The ability to attract and retain key team members is a key contributing factor to 
the success of your business – so understanding the range of tax approved share 
schemes that can help provide an incentive for the right people contributing to 
your business commercial objectives.

Our team can support you to review and understand the options available to you, 
and assist in the design process – advising on all aspects of valuations, tax 
implications, employment and capital gains tax treatment.

28% of RE&C OMBs have concerns regarding extracting profits 
from the business
Having worked hard to grow your business, it’s right that you are rewarded 
financially for your success. Our team will support you to better understand the 
range of options available to you to protect or invest your wealth.
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73% of RE&C OMBs view advancements in technology to be an 
opportunity for their business, with only 2% perceiving it as an 
immediate threat
Why not invest in an accounting solution that automates and optimises the way 
your business operates? The Moore Stephens Outsourcing team can implement 
and utilise end-to-end accounting solutions that streamline your back office 
activities. They have helped real estate and construction businesses to create 
joined up systems and processes, enabling seamless operations from start to 
finish, as well as providing an efficient back office finance function to allow their 
clients to focus on the day to day running of their business. 

52% of OMBs are concerned about the impact of Brexit 
negotiations on their business 
As the details around the terms of the UK’s exit from the EU become known, it’s 
vital that OMBs discuss the scenarios that might impact their business and take 
stock of the risks and opportunities that the future might bring. 

Our team can support you to advise on efficient structures to manage 
commercial and tax risks, and provide assurance that your business has a robust 
strategy in place.

22% of RE&C OMBS are certain or very likely to review their 
succession plans
Securing the future of your business can be a complicated and lengthy process 
for many OMBs. We will work with you to understand your objectives, both 
personal and commercial, and present you with the optimal solutions that will 
address your needs. This may include selling the business to a competitor or 
management team, winding up the business in an efficient manner or passing the 
businesses to a family member.



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.

www.moorestephens.co.uk/south

Moore Stephens (South) are members 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 out 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. DPS40156 April 2018

About Moore Stephens
We help you thrive in a  
changing world. 

We provide all the support and 
guidance you need to deal with 
new risks and opportunities. We 
ensure easy access to the right 
people, so decisions can be made 
quickly and confidently. A 
consistent team will partner with 
you to support your aspirations and 
contribute to your success. 

You’ll have access to a range of 
core services, including audit, 
accounting, tax, risk and systems 
assurance, corporate finance, 
restructuring and insolvency, wealth 
management and disputes analysis. 
As a Top 10 accounting and 
advisory network we support a 
broad range of individuals and 
entrepreneurs, large organisations 
and complex international 
businesses. 

If your business and personal 
interactions need to expand, we’ll 
help make it happen – coordinating 
advice from a network of offices 
throughout the UK and in more 
than 100 countries. 

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


