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Executive Summary

The purpose of this quarterly report is to provide up to date data on economic, employment and

training issues affecting the Construction Industry in Western Australia.

The current economic climate for Western Australia is more optimistic than at this time last year.
Domestic Final Demand has expanded by 2.6% in the last quarter, which is 3.3% higher than 12

months previously'.

Investment by WA firms grew by 4.1% in December 2009, with much of this driven by new

engineering construction, and machinery and equipment.

Looking forward, the near term economic outlook for WA appears to have turned the corner. A large
proportion (63%) of businesses are looking to expand their businesses in the year ahead according
to the latest survey of Business Expectations®. Capital expenditure also grew in the December
quarter by 11.5% but is still down by 14.3% compared to a year ago. The rebound is mainly driven

by the manufacturing sector (up 35%) and the mining sector (up 6%) in the last quarter.

Business credit continues to decline and fell by 0.1% in February, the 14™ consecutive month of
decline. This may be reflective of an overall reluctance to borrow, but also due to ongoing difficulties
in accessing finance. In the Survey of Business Expectations, around a quarter of business firms

rated access to finance in their top three priorities for the year ahead.

In the short term, business investment is expected to be cautious, and the Chamber of Commerce
and Industry (CCI) forecasts that investment will slow a further 2% in 2009-10. However, once the
global economy returns to growth, stronger demand from overseas will drive expansion of local
operations and CCI predict that 2010-11 will see 7% growth with a further 9.75% in 2011-12 and
12% in 2012-13.

! " #$% " %&"
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Key Statistics - Comparison of WA with Australia

| WA |Australia |
IPopulation (Sept 2009) 12.3m 22.1m |
ICPI (annual rate,) Dec 09 12.6% (Perth) [2.1% \
IMerchandise Exports* (Jan 2010) 1$6,522m |$14,422m |
IMerchandise Imports* (Jan 2010) |$2,006m |$15,387m |
\Employment (seasonally adjusted) HO.l% Increase ”0.2% Increase‘
lUnemployment Rate** (Mar 2010) 5.1% 5.3% |
\Youth Unemployment Rate H19.9% ||25.5% \
\Participation Rate(seasonally adjusted) H68.3% ||65.1% ‘

(ABS 1304.5 - Stats Talk WA, Mar 2010)

Consumer Price Index.

Western Australia’s CPI grew by 0.6% (0.5% nationally) over the December quarter and rose by
2.1% (2.1% nationally) over the year to December 2009. ®The biggest contributor to the quarterly
increase was housing (0.49 points), followed by food and recreation. Over the year, housing was
the biggest contributor to the State’s inflation, accounting for 1.78 points. There were price falls in
transportation, health and household contents.

State Final Demand.

Domestic demand in Western Australia grew by 2.6% during the December quarter 2009, following
0.6% retraction recorded in the September quarter. During 2009, domestic final grew by 3.3% down
from the 5.4% growth recorded in 2008. A 4.1% increase in business investment was the main
contributor to the growth in the State’s domestic demand during the quarter, with household
consumption rising by 0.4%. Dwelling investment fell by 0.8% in the December quarter after
experiencing strong growth of 10.1% in the previous quarter.4

Employment e

Seasonally adjusted employment in Western Australia increased by 0.1% in Construction
March to 5.1% with the participation rate decreasing by 0.1% Employment fell by Industry

1.5% over the year and grew by 0.8% over the three months to March 2010. In employs 11% of
comparison, Australia's seasonally adjusted employment rose by 0.2% over the the state

month, 2.1% over the year, and 0.7% in the 3 months ending March 2010. workforce.

Unemployment

The seasonally adjusted unemployment rate for Western Australia decreased slightly in the
February to March period by 0.1 percentage points to 5.1%. This represents a 0.1% rise over the
year and is unchanged for the 3 months to March 2010. This remains the lowest rate in Australia.
The national figure stands at 5.3% for the same month®.

3; Consumer Price Index, 2009.www.dtf.wa.gov.au
4 Department of Treasury and Finance, Economic Note State/Domestic Final Demand. Dec 2009 sourced from ABS Cat. 5206.0 Australian National
Accounts: www.dtf.wa.gov.au

5 Department of Treasury and Finance, Economic Note www.dtf.wa.gov.au
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Contribution of the Construction Industry to the St ate Economy.

The construction industry is a significant contributor to the state economy and productivity and:
Contributes 9.0% to the Gross State Product
Employs 11% of the state workforce
Employs 38% of WA'’s apprentices and 22% of all apprentices / trainees
75% of the workforce is employed in Perth
85% of the workforce is in fulltime employment
12% of the workforce is female

Number of Building Approvals

The number of buildings approved is down from the peak in 2006°. The most significant drag in
activity is in the non-house building (other residential and non-residential) sector while house
building has begun to show signs of sustained recovery.

Building Approvals over the last 5 years
25,000

20,000 House building

activity is up
significantly on the
15,000 - same period last
year. Non Res /
10,000 Other Res is not
showing the same
5,000 - level of
improvement.
0 . . . . . 4

Yrto Febh 05 Feh-06 Feb-07 Feb-08 Feb-09 Feb-10

Ml Total Houses H Total Non-House building

Overall building activity for the year to February 2010 is up by 10% on the previous 12
months; most of the downturn is in non-house building with a fall of 30%, while house
building is up by 22%.

Activity for the month of February 2010 is up by 58% compared to February 2009 in
housing, but down by 19% in non-housing for the same period.

The low point in monthly housing approvals for the past 12 months, were March and April of
2009.

In seasonally adjusted terms, total building approvals increased by 8.1%between January
and February, and by 38% over the year.

6 8731.0 Building Approvals. Table 05. Number Dwelling Units Approved, Western Australia
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Value of Building Approvals

The ABS presents monthly details of building work approved and includes the construction of
new buildings, alterations and additions to existing buildings, approved non-structural
renovation and refurbishment work and approved installation of building fixtures.

So00s Value of Building Approvals Last & years
5.000,000
7,315,529
7.000,000 .
610,458 Alterations and
6.000.600 Additions sector
5,000,000 has experienced
1,000,000 healthy activity in
the last 12
3.000.600 months with a
2,000,000 22% increase in
1,000,000 value. 7
Yrto Fea S Feb-06 Feb-07 Feph-08 Feb-09 Feh-10
W Residential {ind alts & Add} O Mon-Residential

For the year to February 2010, the value of total building approval is up by 18% on the
previous 12 months and by 45% for the month of February 2010 when compared to
monthly activity for February 2009.

For the year to February 10, the value of building approval fell by 1% in total residential
including alterations and additions, and increased by 47% for non residential.

Alterations and additions increased in value by 22% for the year to Feb 2010 and by 22%
compared to Feb 2009, and is at the highest level for more than 10 years’. Total residential
improved by 31% on January, and 4% on December. Non residential fell by 66% for
February and improved by 8% on December.

Housing Finance Commitments

In the last 12 months to February 2010, the number of finance commitments for the construction of
new dwellings has seen a significant increase.

The table indicates that finance commitments for the construction of dwellings has increased
somewhat since a low in November 2008, and has now surpassed the monthly numbers seen in
2006. The peak for the last 12 months was in October at 1595.

Housing Finance Commitments

12 months to Finance Commitments for Finance Commitments for The number of
February Construction of Dwellings Purchase of New Dwellings financg

Feb 2006 12,178 3705 fr?emcntllrgr?uncfﬁgﬁrof
Feb-2007 11,141 (9% fall on prev yr) 4,948 (34% increase) new dwellings
Feb-2008 9,282 (16% fall)) 4,137 (16% fall) increased over the
Feb-2009 8,984 (3% fall) 2,583 )38% fall)( year to Feb 10.

Feb 2010 15,416 (72% increase) 3,293 (27% increase) 7

! ABS 8731.0 Building Approvals, TABLE 34. Value of Building Approved - WA
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In the last 12 months, much of the buyer activity has been for the construction of dwellings and the
share of buyer activity in the purchase of established dwellings has fallen. This is indicated in the
following table. First home owner buying activity may have had an influence on this.

Construction Construction Purchase of Purchase Purchase Purchase
of dwellings of dwellings new of new of of
% share dwellings %  dwellings established established
share dwellings dwellings
% share
Feb-07 10% 11141 5% 4948 85% 92169
Feb-08 9% 9282 4% 4137 87% 87878
Feb-09 11% 8984 3% 2583 87% 66911
Feb-10 18% 15416 4% 3293 79% 68408

In terms of value, finance commitments have reached a new high peaking at over $300,000 for the
12 months to February 2010 for the construction of new dwellings. December was the peak month
with the average value of loans by first home buyers exceeding non first home buyers. First home
buyers borrowed an average of $301,800 per loan in December 2009. 8

First Home Owner Activity.

First home owner activity has experienced significant growth in the last 12 months, representing a
28% of all housing finance commitments, up from a 16% share in 2007 and 2008.

During this period, however, the size of the average loan has increased significantly. The average
loan for the year to Feb 2006 was $182,000, and it is now $296,000, a 63% increase. At the same

time, the average loan for the non-first home owner has increased by only 49% from $185,000 to
$283,000.

In the last few months, however, first home-owner activity has slowed, dropping from a peak in
June and September 2009 (2,500) to a low in February this year (1165) as illustrated in the chart
below. The end of the first home owners grant has likely been a significant influence on this fall.

6000 .
\_/_\ P First home
5000 — ~ buyer activity
has slowed
4000 s e .
Housing Finance Commitments - Owner Slgnlflcantly'
2000 with 19% of all
P loans, down
2000 v/\ from a 31%
\ share of all
1000 "
loans in June
o 20009.
Eirst home buyer: Non-first home buyer:

Engineering Construction Activity.

The value of Engineering Construction Work Done for the four quarters to December 2009 was
$22.6 billion in original prices, which is an increase of 4% on the same four quarter period to
December 2008 and a 4.2% on the September 2009 quarter. Additionally, work in the pipeline has
increased significantly. In Dec 2008, there was $22.29 billion yet to be done, compared to $58.14

8 ABS 5609.0 - Housing Finance, Australia, Feb 2010
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billion dollars of work yet to be done as at Dec 2009, which represents a 150% increase, with the
majority in the heavy engineering sector. Overall, 97% of the value of work yet to be done is private
sector work.’

The following table represents a comparison of the Value of Work Done, Yet to be Done and Work
Commenced over the last 5 years. It indicates there is still a significant backlog of work to be
completed. Work commenced and work completed also show signs of solid activity.

Engineering Construction Activity

7000 Engineering
000 | work yet to be
done

. Cork Yet to be -
5000 + done experienced a
aWhork Dome Owver Sp|ke W|th a
4000 the Year dramatic
— 0 . -
Commenced increase in
30.00 “hea.Vy"
engineering in
20.00
the last quarter.
10.00 A
w
s
£

Dec-2005 Dec-20068 Dec-2007 Dec-2003 Dec-200%9 Decqgtr 2008 Dec gtr 2009

Number of People Employed in the Construction Indus try

The most recent indications to February 2010 are that employment in the WA construction industry
has stayed reasonably steady, with a slight decrease from November 2009 to February 2010 to
124,800. This is a 0.5% decrease in this quarter but 2% up on the workforce of February 2009. The
construction workforce is performing relatively strongly compared to the whole of the state
workforce. Over the last 5 years, the construction workforce grew by 50% while the state workforce
for other industries grew by only 19%; over last 10 years the construction workforce grew by 65%
and the state workforce for other industries grew by 26%.

The chart below is configured using annualised data (the average over the four quarters for each
10
year).

Gonatruction Comparison Construction Workforce with zll Al industies .
in'000s Industries in WA in'000s The growth in
130 1260 the construction

5 Employed All == workforce in
120 r—— 1060
Indust |_//7 recent years
110 + / - 360 has been
100 dramatic when
. / - 560 compared to
]
9g / 160 the whole of
30 — ' WA.
- / Employed 260
70 - Construction
60 ' — — — ' ' 50
= (=2 (=] - -l - = us [¥=] P~ [==] (=31 =
2 ¥ 2 3 2 = = 2 3 =2 2 3 o
% 2 ® 8 2 ® ® =T B B © B =T
f‘_ [ (' [N [ (' [N [ (' [N [T (' [N

9 ABS 8762.0 Engineering Construction Activity Table 5. States and Territories Activity, Original Dec 2009.

10 ABS 6291.0.55.003 - Labour Force, WA, Detailed, Quarterly, Feb 2010

Page 10



Construction Industry Snapshot March 2010

Apprentices Currently “In-training”

As at the end beginning of February 2010, there were a combined total of 7,753 apprentices in
training which is 1,030 or 7% down from the record level of 8298 in March 2008, due, in part to
record commencements in that year, and as part of a continued significant upward trend since
2001. However, the In-training numbers have begun to rise, as commencements have been
improving in the early part of 2010. The graph shows in training numbers for all industry, with
electrical mechanics reported separately.

6,300

5,300

4,300 -

3,000 -

2,000

1,000

Apprentices in Training

W Electrical Mechanics

OBClI Apprentices

200/

2010

11

Apprentice Commencements

Apprenticeship commencements show some increase in activity in late December and early 2010. It
is likely that the recent additional Federal government incentives have had an impact of the
willingness of employers to employ apprentices. The additional incentive was the “Apprentice
Kickstart Bonus”, comprising an additional $4,000 ($1,500 commencement and $2,500 completion
incentives) and payable from 1 December 2009 until 28 February 2010. It is likely that this has had
an effect in stimulating industry’s positive response. The data shown is UP to the beginning of
February this year.

The graph below indicates that the high points for commencement activity is in January and
February of each year, however,the recent monthly activity improved substantially. The monthly
high and low points for the construction industry (bci) and for electrical mechanics are shown.

400
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300
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200
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Apprenticeship Commencements over the last 3 years.

O Electrical Mechanics
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ikl
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1 Department of Training and Workforce Development data-cube.
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A comparison of the activity in the first months of the year, over the past four years, highlights the

positive start to this year. This is illustrated fiurther in the graph below.

200
Commencement activity for first 2
700
months of the last 4 years
600 Commencement
numbers for the
500 - :
B Construction TIFSF 2 months
400 | - indicate that
300 -~ —— [DElectrical Stablmy L .
Mechanics returning as in
200 | — previous growth
100 - periods.
g T T T ] 7
Jan/Feb 2007 Jan/Feb2008 Jan/Feb2009 Jan/Feb2010
Apprentice Completion Rates, Cancellations and With ~ drawals.

The table is a snapshot of apprenticeship employment activity by cohort, and provides
into the employment patterns during highs and lows of economic activity.

Apprenticeships (excluding Elect  rical Mechanics)

some insight

Year Commenced Completed Still Completion Best possible WD Cancel
Active rate so far completion rate rate rate
1999 767 459 0 60% 60% 15% 24%
2000 786 478 0 61% 61% 13% 24%
2001 658 441 0 67% 67% 12% 20%
2002 800 509 0 64% 64% 14% 22%
2003 1,009 596 0 59% 59% 16% 24%
2004 1,402 814 0 58% 58% 18% 23%
2005 1,734 1,048 6 60% 61% 15% 24%
2006 2,293 1,035 239 45% 56% 16% 26%
2007 2,342 384 856 16% 53% 17% 27%
2008 1,873 47 1,135 3% 63% 14% 21%
2009 1,632 29 1,257 2% 79% 8% 12%
@1.2.10 699 0 678 0% 97% 3% 0%

Note 1: Best possible completion rate only applies in the unlikely event of all current active apprentices completing.
Note 2. *Withdrawals (WD) are when an apprentice leaves during probation, cancellations occur after registration.

Withdrawal rates have been consistent over the last 10 years, sitting at between 14% and 18% of
all commencements. Around 1 in 4 apprentices cancel (20-26%), and this rate has also

been fairly consistent in the same time period. The combined rates are still at an
unacceptably high level, with less than two thirds of all commencing apprentices
completing. This wastage from the industry is of concern, and indicates that those

apprentices who leave but stay and work in the industry are aquiring minimal skill sets.

There is some evidence that non-completion is more widely practiced in times of
increased economic actvity.

Electrical Mechanics are reported separately as they not included in the Construction
Training Council coverage, but they are subsidised by the Construction Training Fund,
and provide an interesting comparison. Withdrawal and cancellation rates are much
reduced. Plumbing and Gas-fitting has similarly positive completion rates, ranging
bewteen 74% and 84% and particularly low withdrawal rates (4-10%) in recent years.

Around a third
to a half of
apprentices
leave before
completing
their training
and principally
in the early
part of their
apprenticeship
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Careful selection processes by employers along with greater numbers of applicants for the licensed
trades are a likely influence on these outcomes.

Electrical Mechanics

Commenced Completed Still Completion Best Possible WD Cancel

Active rate Completion rate rate rate
1999 411 296 0 72% 72% 9% 16%
2000 407 297 0 73% 73% 9% 15%
2001 338 255 0 75% 75% 9% 14%
2002 431 305 1 71% 71% 11% 16%
2003 496 379 3 76% 7% 6% 15%
2004 654 499 5 76% 7% 5% 16%
2005 810 556 32 69% 73% 6% 20%
2006 972 329 377 34% 73% 6% 18%
2007 1,121 56 799 5% 76% 7% 16%
2008 1,189 32 885 3% 77% 9% 13%
2009 852 10 737 1% 88% 5% 6%
@1.2.10 477 0 464 0% 97% 3% 0%

The comparison between this and the previous table highlights the fact that the completion of the
electrical mechanic qualifcation is a valued one, and this influences the completion rates for this
trade.

Apprentice Activity for all of Industry (including electrical mechanics)
4,000 The graph presents
3,500 apprentice data, and
3000 shows the number of
' commencements and
2,500 completions by year for
2,000 the last 11 years. The
graph is for all
1,500 construction trades.
1,000
The table indicates that
~00 the trend in
0 commencements is not

f 2 =z 2 =2z =2 =2 3z 2 g yet keeping pace with

(=3 = = (=] (=] (=] = (=] (=] (=] = .

= ~ N A a ~ ~ = A ~ ~ the trend in
completions.

Commencements Completions Still active

Data for the first month of this year is not shown on the graph, but, as indicated previously,
commencement activity is showng sighns of positive growth. It is hoped this trend will continue.
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Group Training Organisations, are a significant employer of apprentices and trainees in Western
Australia for this industry. It appears they have exercised some caution in their hiring of apprentices
during the economic downturn and the industry share of employment has fallen.

Apprentices and Trainees “in training” with Group Training Organisations
as a Percentage of all Apprentices-in-training.
- -

Year

1999
2000
2001
2002
2003
2004
2005
2006
2007
2008

2009
@ 1.2.10

Construction Apprentices
28%
35%
46%
45%
44%
43%
42%
43%
42%
40%
36%
36%

Electrical Mech anic Apprentices

32%
33%
35%
34%
34%
32%
31%
31%
32%
30%
27%
27%

Construction Trainees

20%
47%
42%
49%
34%
22%
9%
28%
23%
18%
23%
25%

The table above shows the percentage share of of apprentices who are currently employed by
group training organisations, of all apprentices in training. Thus, for construction apprentices in
2010, 36% are employed by Group Training Organisations, while the remaining 64% are directly
employed by the industry. The share of commencements by group training organisations for
apprentices and trainees is represented graphically below.

40%

0%

20%

10%

0%

% Share of Commencements by G10s

1999
2000
2001
2002

E% BClwith GTOs

2003
2004

B % Ems with GTOs

2005

2006
2007
2008
2009

O% Trainees with GTOs

Feb-10

The
percentage
share of
apprentices
by group
schemes has
declined in
recent years.

y

It is apparent that Group Training Schemes have pulled back their share of apprentices they employ
with commencement numbers down to around 1/3 of the normal activity. As at the beginning of
February of this year, GTOs had a 34% share of apprentice commencements for the building
industry (all trades other than Electrical Mechancs) and 21% of all Electrical Mechanics. The share
of trainees is a different picture with 55% of all commencements through GTOs; much of this is with
the higher level qualifcations such as the Certificate IV in Supervision as well as the Certificate Il in
General Maintenance. Apprentices still represent the main entry level pathway for the construction
industry and overall numbers of trainees are low (only 6% of total numbers in-training).
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