Analysis of the construction sector – second quarter of 2007 

In the second quarter of 2007 the growth rate of construction output slowed down. This is attributable to deteriorated continuity of deliveries of certain building and insulating materials, insufficient availability of skilled workers and difficulties in preparation and financing of projects. As to the structure of construction work, a slowdown was recorded especially in civil engineering works due to a high comparable basis of the second quarter of 2006. 

· Total construction output was by 3.7% higher than in the second quarter of 2006;
· Building construction contributed most to the growth (59% of the total volume);

· Average registered number of employees decreased by 1.7%;

· The average monthly nominal wage increased by 7.8%;

· The planning and building control authorities granted by 16.5% less building permits;

· Approximate value of permitted constructions was by 14.4% lower. 

Construction output

       
Total construction output at constant prices was up by 3.7% year-on-year (by 5.3% adjusted for seasonal effects) in the second quarter of 2007. Compared to the second quarter of 2006, construction work volume increased in new construction, reconstruction and modernisation, particularly in building construction where implementation was intensely in progress of developer projects of foreign investors focused mainly on industrial buildings, office buildings and multifunctional centres.
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Construction work worth CZK 130 300 million was carried out in the second quarter of 2007. According to a CZSO estimate, small enterprises (up to 19 employees) produced more than third of the total construction output. The decisive basis of the construction sector was represented by 2 441 enterprises with 20+ employees which performed construction work priced at CZK 85 072 million, i.e. by 2.8% more than in the second quarter of 2006. 

CZK 73 439 million (+2.6%) was spent on new construction, reconstruction and modernization, and CZK 8 529 million (-8.3%) on repair and maintenance. Construction work abroad grew by 74.3%. Other work was down by 35.7%. 

Contracted construction work 

enterprises with 20+ employees

	
	Second quarter


	From start 

of year

	
	2007
	2006
	Index (%)

based on constant prices

	Total (CZK million, current prices)
	85 072
	80 436
	102.8
	111.5

	In the country
	82 297
	78 845
	101.1
	109.9

	    New construction, reconstruction and                              modernization        

           Building construction

           Civil engineering 

    Repair and maintenance

           Building construction

           Civil engineering 

    Other work
	        73 439

46 078

27 361

8 529

4 122

4 407

329
	69 341

40 129

29 212

9 009

4 155

4 854

495
	102.6

110.8

91.0

91.7

95.5

88.3

64.3
	111.7

121.0

96.4

97.5

98.4

96.5

77.9

	Abroad
	2 775
	1 591
	174.3
	177.2


Construction output index: decomposition of the y-o-y increase

second quarter of 2007, enterprises with 20+ employees

	Increase of the construction output index
	2.8

	Decomposition in percentage points:
New construction, reconstruction and modernization 

            Building construction

            Civil engineering 

Repair and maintenance

Other work

Work abroad
	2.2

5.4

-3.2

-0.9

-0.2

1.7


Predominating part of the output (approx. 91%) was produced by enterprises whose principal activity classified them to building construction and civil engineering (growth by 1.7%). The highest rate of growth was recorded in enterprises engaged in building completion (+23.5%). 

Contracted construction work: by principal activity (CZ-NACE) 
enterprises with 20+ employees

	
	Second quarter
	From start 

of year

	
	2007
	2006
	Index (%)

based on constant prices

	Total (CZK million, current prices)
	85 072
	80 436
	102.8
	111.5

	    Site preparation

 Building construction and civil engineering

    Building installation 

    Building completion
	1 189

77 543

4 939

1 371
	949

74 161

4 170

1 071
	121.2

101.7

114.6

123.5
	131.1

110.9

113.2

129.7


From the point of view of size group of enterprises defined by number of employees, construction work volume grew in small and medium enterprises (7.5% and 5.5% respectively) and decreased in large enterprises (-2.6%). 

Growth and the structure of construction output: by size group of enterprises
	Size group of enterprises
by number of employees
	Second quarter
	From start of year

	
	Structure by construction work volume (%)
	Index (%)

based on constant prices

	Total
	100.0
	103.7
	112.7

	Small enterprises

0   -   19

20   -   49
	47.9

34.7

13.2
	107.5

105.2

114.1
	116.7

114.8

122.4

	Medium enterprises

50   -   99

100   -   249
	19.8

9.0

10.8
	105.5

101.3

109.4
	113.6

110.9

116.0

	Large enterprises

250   -   499

500+
	32.3

7.8

24.5
	97.4

117.1

92.4
	106.3

128.5

100.6


Broken down by institutional sector (ISECTOR), predominating part of output was produced by national private non-financial corporations and foreign controlled non-financial corporations where construction work volume grew by 2.6% and reached roughly CZK 83 billion. 

Contracted construction work: by ISECTOR 
corporations with 20+ employees

	
	Second quarter
	From start 

of year

	
	2007
	2006
	Index (%)

based on constant prices

	Total (CZK million, current prices)
	85 072
	80 436
	102.8
	111.5

	    Public non-financial corporations

    National private non-financial corporations

    Foreign controlled non-financial corporations

    Households
	 671

67 932

15 320

1 149


	 370

63 799

15 148

1 119


	      175.4

      103.5

        98.7

   99.2
	170.6

111.6

109.6

107.1


Construction work carried out by enterprises’ own workers 

Construction work carried out by enterprises’ own workers increased by 6.5% year-on-year in the second quarter of 2007.  

Employment

The average registered number of employees working with construction enterprises employing 20+ persons in the second quarter of 2007 was 160 thousand (by 1.7% less than in the second quarter of 2006), of which 101 thousand were manual workers (by 3.6% less). The number of white-collar workers rose by 1.9% (+1 092) as a result of increasing developer activities of large construction enterprises. 

Employment decreased in more than half size groups of enterprises. The largest fall was registered in enterprises with 500 to 999 employees (-17.7%). The highest increase was observed in enterprises with 400 to 499 employees (+27.6%). 

Building construction and civil engineering employed 129.4 thousand persons (-2.3%), building installation 17.3 thousand (-2.2%) and building completion 5.4 thousand (+3.0%). 

Employment in the construction sector: by CZ-NACE 
enterprises with 20+ employees 

	
	Second quarter
	From start 

of year

	
	2007
	2006
	Index (%)

based on constant prices

	Employees (thousand)
	160.2
	162.9
	98.3
	99.1

	    Site preparation

 Building construction and civil engineering

    Building installation 

    Building completion
	7.0

129.4

17.3

5.4


	6.5

132.5

17.7

5.2
	108.3

97.7

97.8

103.0
	108.4

98.7

97.9

102.5


Wages


The average monthly nominal wage of employees in construction enterprises with 20+ employees reached CZK 21 454 in the second quarter of 2007, which was by 7.8% more year-on-year. Hourly wage was CZK 140, i.e. by 10.2% higher. 

The highest wage increase occurred in enterprises with 400 to 499 employees (+12.4%) and the lowest in enterprises with 200 to 299 employees (+0.4%). 

Average wage in building construction and civil engineering rose by 8.0% and reached CZK 21 801, in building installation by 9.0% (CZK 21 314) and in building completion by 7.2% (CZK 17 992). 

Wages in the construction sector: by CZ-NACE 
enterprises with 20+ employees

	
	Second quarter
	From start 

of year

	
	2007
	2006
	Index (%)

based on constant prices

	Average monthly nominal wage (CZK)
	21 454
	19 899
	107.8
	110.1

	    Site preparation

 Building construction and civil engineering

    Building installation 

    Building completion
	17 359

21 801

21 314

17 992


	16 928

20 192

19 552

16 783
	102.5

108.0

109.0

107.2
	106.9

110.4

109.7

109.3


Labour productivity

Labour productivity per employee in enterprises with 20+ employees increased by 4.6% in the second quarter of 2007. As the number of hours worked decreased (-3.8%) year-on-year, labour productivity per hour worked grew faster than labour productivity per employee (+10.0%).

Building permits

The planning and building control authorities granted 28 682 building permits in the second quarter of 2007, which was by 16.5% less than in the second quarter of 2006. The only year-on-year increase (1.9%) was recorded in new construction of residential buildings. There were 2 548 building permits granted in Prague, of which 65% were for housing construction. 
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Počet povolení v kraji celkem

2 618



1 433



1 856



2 989



1 478



1 478



1 335



1 030



1 656



841



1 633



2 308



5 237



2 548




Structure of building permits 
	            Second quarter of 2007
	Building permits
	Approximate value

	
	Number
	Y-o-y index (%)
	CZK million 
	Y-o-y index (%)

	Residential buildings

Non-residential buildings

Environmental constructions

Other constructions
	12 563

5 007

4 004

7 108
	92.1

78.7

68.0

83.9
	28 129

34 569

5 632

18 364
	101.7

85.9

87.1

68.2

	            From start of year
	

	Residential buildings

Non-residential buildings

Environmental constructions

Other constructions
	23 136

9 561

8 412

6 485
	102.6

85.9

76.8

90.1
	51 468

64 487

11 834

40 019
	108.9

159.8

110.0

113.6
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Approximate value of constructions 

The approximate value of constructions permitted in the second quarter of 2007 was CZK 86.7 billion (-14.4% year-on-year). The decrease was affected by a high comparable basis when in May 2006 building permits with high approximate value were granted for modernisation and reconstruction in the energy sector and for highway construction. New construction will produce structures valued at CZK 62.2 billion (+9.0%). Renewals and enhancements will make available constructions worth CZK 24.5 billion (‑44.6%). 

By type of constructions, the largest decreases of approximate value were registered for non-residential buildings (-14.1%), other constructions (-31.8%) and environmental constructions (-12.9%). Approximate value of residential buildings grew by 1.7%. 

Approximate value index: decomposition of the y-o-y increase

(second quarter of 2007)

	Increase of the approximate value index
	-14.4

	Decomposition in percentage points:
New construction

Renewals and enhancements
	5.1

-19.5


Floor space
In the second quarter of 2007 the planning and building control authorities permitted construction of buildings with a floor space of 2 334 thousand m2. A year-on-year increase was observed especially for non-residential buildings; increase in residential buildings was 0.5%. The floor space of newly constructed residential buildings increased by 21.2% and of renewals and enhancements dropped by 24.4%. The average floor space of a newly constructed dwelling was 131.0 m2 and approximate value CZK 18.8 thousand per 1m2. 







PAGE  
5

