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Executive summary

The construction sector is a vital component of Auckland’s economy. In 2019 it employed
over 86,000 people, accounting for 10 per cent of total employment in Auckland, and
accounted for almost 7 per cent of Auckland’s Gross Domestic Product (GDP).

The Auckland Plan 2050, Auckland’s long-term spatial plan (Auckland Council, 2018)
recognises that the construction sector is important for achieving better access to affordable
homes and greater prosperity in Auckland (see also Auckland Tourism, Events and
Economic Development, 2018). Understanding trends in the construction sector can assist
Auckland Council and other agencies and industry partners to better identify the challenges
and opportunities that the sector faces.

This report provides an overview of Auckland’s construction sector in 2019 and traces
longer-term trends to the year-end 2019. Using available data, it highlights the sector’s
strong growth in employment, GDP, and the significant contribution of the Residential
Building Construction sector. It also points out the issues of labour shortage, low productivity
and predominance of small businesses which may have hindered sector performance.

Findings

In the year ended March 2019, Auckland’s construction sector represented about a third of
the New Zealand construction sector, with 86,647 employees, 24,192 businesses and a
gross domestic product (GDP) of $6.73 billion (in 2019 dollar terms). It was also the second
largest sector in Auckland as measured by employment (10% of the Auckland total) and the
third largest in terms of number of businesses (12%). More than one in five (22%) of the
sector's employees and one in three (34%) businesses were in Residential Building
Construction.

Between 2000 and 2019, the sector's employment and GDP doubled, and its number of
businesses increased by 47 per cent. The strong overall increase in employment and GDP
was made up of the sharp fall during the Global Financial Crisis (GFC) and fast growth since
2011/12 (when the Auckland housing boom began). Residential Building Construction
accounted for a quarter of the sector’'s employment growth (11,597 more employees) and
almost half of the increase in Auckland’s construction businesses (3783 more units). The
fluctuations in employment and GDP trends for Residential Building Construction were
similar to those experienced by the overall Auckland construction sector.

Despite the strong employment growth, online job vacancies data from Ministry of Business,
Innovation and Employment (MBIE) indicates an ongoing shortage of labour in Auckland’s
construction sector. Between 2010 and 2019, the number of construction job vacancies in
Auckland tripled, with the rate of increase markedly higher than other sectors.
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The construction sector is characterised by a predominance of small businesses, self-
employment and working proprietorship. The average size of an Auckland construction
business (2.5 employees per business unit in 2000 and 3.6 in 2019) has been consistently
smaller than the average size of businesses overall in Auckland (4.7 in 2000 and 4.5 in
2019). Less than 5 per cent of businesses in Auckland that employ 100 or more employees
are in the construction sector — about half of these are in Heavy and Civil Engineering
Construction. The sector also has the largest number of self-employed people across all
sectors in Auckland, with a self-employment rate of 35 per cent. In comparison, this was
only 16 per cent for Auckland’s total economy.

Data on GDP per worker (a measure for productivity, in 2019 dollar terms) shows that
productivity of Auckland’s construction sector is markedly lower than the Auckland average
($77,679 vs. $125,491 in 2019). Residential Building Construction and Non-Residential
Building Construction have lower productivity compared to other construction subsectors
(below $60,000 per worker). One possible explanation for the low sector productivity could
be the combined effect of the sector’s cyclical nature and its predominance of small firms.
The reduced average tenure of workers further disincentivise many firms, which are already
small and have limited resources, to invest in business growth and capacity building (PwC
New Zealand, 2016).

Stats NZ's data on building work in Auckland shows the significance of Residential Building
Construction in terms of the sector’s building output. In 2019, over half of the total value of
building work in Auckland was new residential buildings ($5.7 billion in 2019 dollars), and
the rest was new non-residential buildings ($3.3 billion) and alterations ($1.8 billion).
Although trends from building consents data show that the value and number of consents
for new residential buildings were vulnerable to the GFC, they started to surge as the
economy recovered and the housing boom commenced. A main driver of this is the
exponential growth in the number of attached dwellings (such as townhouses and
apartments). The growing number of attached dwellings is also coupled with a downward
trend in their average floor area, suggesting a shift towards intensified housing in Auckland.

Conclusion

As Auckland continues to grow and change, ensuring that the construction sector can meet
demand is an ongoing challenge. Helping the construction sector build capacity and
capability continues to be an important policy area for meeting demand for housing and
infrastructure in Auckland. It would also contribute to uplifting productivity for a more
prosperous economy.

As this report shows, the construction sector is prone to the effects of broader economic
recession and resurgence. At the time of writing the effects of the covid-19 virus on
Auckland’s economy and on the sector are yet to be ascertained.
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1.0 Introduction

The construction sector represents an important component of Auckland’s economy.
It is the second largest sector in Auckland by employment during the 2019 March year,
and contributed 7 per cent of growth in Auckland’s gross domestic product (GDP)
between 2000 and 2019 ($3.60 billion in 2019 dollar terms)." The sector provides the
buildings and infrastructure that businesses and people rely on. It is also crucial for the
provision of new housing and maintenance of current housing. Over the next few years,
several major construction projects are taking place across Auckland — City Rail Link,
Commercial Bay Redevelopment, KiwiBuild, residential developments by Kainga Ora,
to name a few. In addition, more construction activities in Auckland are anticipated as
the Government recently announced a $3.3 billion investment in Auckland’s transport
infrastructure projects (e.g. Penlink, Mill Road Connection, Northern Pathway, Drury
railway stations etc.).? Thus, the construction sector will continue to play a key role in
enabling Auckland to grow and thrive.

The Auckland Plan 2050, Auckland’s long-term spatial plan (Auckland Council, 2018)
recognises the importance of the construction sector in delivering better access to
affordable homes and greater prosperity in Auckland. The Plan notes that construction
of new homes needs to accelerate to meet the shortfall in housing.? It also specifies
the need for filling skill gaps and raising productivity in the construction sector to keep
up with the strong demand for housing and infrastructure. Auckland’s economic
development agency, Auckland Tourism, Events and Economic Development
(ATEED), also identifies the construction sector as a focus sector for growing quality
jobs and economic prosperity in Auckland (Auckland Tourism, Events and Economic
Development, 2018).

The purpose of this report is to provide a snapshot of Auckland’s construction sector
and profile of its long-term trends, using data up to the year 2019. It is an update of the
report, Industry snapshot for Auckland: construction and engineering, published in
2014 (Wilson, 2014).4 Since a number of major changes have occurred over recent

T Infometrics 2019 Regional Economic Profile for Auckland, published on 31 January 2020.

2 A recent news article on Stuff by Coughlan (2020) provides more details. This can be read at
https://www.stuff.co.nz/national/119121503/projectbyproject-where-the-infra-package-will-be-spent-
around-nz?rm=m.

3 At the time of developing the Auckland Plan 2050, Auckland Council’'s modelling results showed that
Auckland will likely require another 320,000 dwellings to be built by 2048 to keep up with the
population growth (Auckland Council, 2018).

4 Wilson, R. (2014). Industry snapshot for Auckland: construction and engineering. Auckland Council
technical report, TR2014/016.
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years, (e.g. the housing boom, completion of the Auckland Unitary Plan?®), it is
important to have a more up to date understanding of the trends and performance of
the sector. The information can assist Auckland Council and other agencies to better
identify the challenges and opportunities the sector faces. This is useful for working
with key stakeholders such as industry partners and central government in uplifting
sector performance,® thus contributing to achieving the strategic outcomes as outlined
above.

1.1 Sector definition and structure

The construction sector comprises the section of the economy that is engaged in the
preparation, clearing (including demolition) and development of land, and the
construction, installation, alteration and repair of buildings, structures and
infrastructure. In terms of Stats NZ’'s” Australian and New Zealand Standard Industrial
Classification (ANZSIC) 2006 classification system, the construction sector comprises
all enterprises in Division E Construction. The sub-sectors at the ANZSIC 2-digit level
include E30 Building Construction, E31 Heavy and Civil Engineering Construction and
E32 Construction Services.

Firms in the construction sector are often specialised, and sub-contracting and multiple
contractors are common in projects. The resulting connections between the activities
of the sub-sectors (at the ANZSIC 3-digit level) often include the following.

+ Building Construction (E30) is typically divided into Residential Building
Construction (E301) and Non-Residential Building Construction (E302),
although the two can overlap?

5 The Auckland Unitary Plan is the planning rulebook for all of Auckland. Its purpose is to help
Auckland meet its economic and housing needs by determining what can be built and where, how to
create a quality compact urban form for Auckland, how to provide for rural activities, and how to
maintain Auckland’s marine environment. The Unitary Plan has become operative in part since 15
November 2016. Refer to Auckland Council’s website at https://www.aucklandcouncil.govt.nz/plans-
projects-policies-reports-bylaws/our-plans-strategies/unitary-plan/Pages/default.aspx for more details.
8 The Government is working with the construction industry in delivering improved productivity,
capability and resilience as set out in the Construction Sector Accord. To achieve these outcomes, the
Construction Sector Transformation Plan (Construction Accord, 2020), has been launched recently,
which sets out an action plan for six major areas of focus. Details on the Transformation Plan and the
Construction Sector Accord can be read at https://www.constructionaccord.nz/.

7 Statistics New Zealand is now called Stats NZ.

8 For example, some firms might build both residential and non-residential buildings; or a single
building might be ‘mixed use’ with, for example, retail on the ground floor and residences on the floors
above.
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Activities in the Construction Services (E32) sub-sector that directly support the
residential and non-residential activities, consisting of Building Structure
Services (E322) (e.g. roofing), Building Installation Services (E323) (e.g.
plumbing) and Building Completion Services (E324) (e.g. plastering)

Heavy and Civil Engineering Construction (E310) (e.g. building of transport
infrastructure) tends to be separated from the preceding building-related sub-
sectors, although it can act indirectly as an enabler

The land-related components of the Construction Services (E32) sub-sector that
underpin across all of the sub-described above, which include Land
Development and Site Preparation (E321) and Other Construction Services

(E329).

See Table 1 for further detailed information on the sub-sectors and examples of the

activities they undertake.

Table 1: Construction sub-sectors by ANZSIC code

2-digit sub-sector 3-digit | Sub-sector Examples
E30 Building Construction E301 Residentigl Building Building houses and
Construction flats
E302 Non-Residential Building shops and
Building Construction offices
E31 Heavy and Civil E310 Heayy an.d Civil Building infra§tructure
Engineering Construction Englneeru.wg e.g. roads., bridges,
Construction tunnels, pipes
E32 Construction Services E321 Lgnd Development and | Subdividing, clearance,
Site Preparation earthworks
Services
E322 Building Structure Concreting, bricklaying,
Services roofing
E323 Building Installation Plumbing, electrical,
Services HVAC
E324 Building Completion Plaster, paint, tiles,
Services carpentry
E329 Other Construction Landscaping, cranes,
Services recladding

1.2 Data sources

This report uses a range of data sources. The following gives an overview of the data

included in the analyses.
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Analyses of employment and number of businesses in the sector are based on the
employment and business data series for March years between 2000 and 2019
provided to Auckland Council by Infometrics. Infometrics’ employment data estimates
the number of filled jobs for each March year based on Stats NZ’s quarterly and annual
series of Linked Employer-Employee Data (LEED). The data includes both employees
and self-employed (and working proprietors). This tends to be higher than Stats NZ’s
Business Demographics® data series of employee counts, which only includes wage
and salary earners. The original source of Infometrics’ data on the number of
businesses comes from the Business Demographics data series of geographic units,
which provides an annual snapshot as at February of each year. Each geographic unit
represents a business operating unit engaged in one, or predominantly one, kind of
economic activity at a single physical location or base.

Trends in the sector's Gross Domestic Product (GDP) contribution and productivity
(GDP per worker) are taken from Infometrics’ Auckland regional and national GDP and
productivity series estimated for the period between March 2000 to March 2019, which
are published in 2019 New Zealand dollar values. The GDP and productivity estimates
are based on Infometrics’ data series of employment (as measured by the number of
filled jobs'0).

This report also uses data series from Stats NZ’s Quarterly Building Activity Survey
and Monthly Building Consents database to look at trends in the sector’s output. The
Building Activity Survey provides data on the value of building work, based on building
consents issued in the previous few months and years, adjusted for estimated delays
and cancellations. Data series of annual total value of building work in Auckland (in
December 2019 dollar terms) is available for the period between December 1992 and
December 2019. The number of building consents in the Building Consents database
provides a measure for the level of building activities, and annual data is available for
December 1992 to December 2019.

® The Business Demographics data series covers economically significant individual, private sector
and public sector enterprises that are engaged in the production of goods and services in New
Zealand. The enterprises include all employing units and those enterprises with GST turnover greater
than $30,000 per year and are grouped into industry sectors under the ANZSIC 2006 classification.

0 Note that because Infometrics’ employment data is based on filled jobs, it includes part-time as well
as full-time employment. Hence, a person with two jobs would be counted twice, and a 1-day-a-week
job would be counted the same as a 40-hour job. This is due to the lack of data availability on hours
worked at the sector and regional level.
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1.3

This report

This report provides a detailed profile for Auckland’s construction sector. The report
begins with a high-level overview of the sector’s relative size, structure and spatial
distribution across Auckland’s local board areas in 2019. It then undertakes detailed
analyses of the trends in various aspects of the sector, namely, employment, number
of businesses, GDP contribution, productivity and the sector’'s output in terms of
building work put in place and residential building consents.

The report is structured as follows:

Section 2 gives a snapshot of the relative size of Auckland’s construction sector,
the composition of the sub-sectors, and distribution across Auckland’s local
board areas, for the year ended March 2019.

Section 3 analyses the employment trends in Auckland’s construction sector for
the period between March 2000 and March 2019. The section starts with
describing trends for the sector as a whole. This is followed by detailed analysis
of employment trends by sub-sector, by full-time and part-time, by occupation,
and trends in the sector’s demand for labour as measured by online vacancies.

Section 4 examines trends in the number of businesses in the overall sector and
by sub-sector from March 2000 and March 2019, and how business size in the
sector, as measured by number of employees per business, has changed over
time.

Section 5 firstly looks at trends in the sector's GDP and contribution of each
construction sub-sector for the period between March 2000 and March 2019.
This is followed by a description of trends in the sector’'s productivity (as
measured by GDP per worker) over the same period.

Section 6 looks at building work in Auckland as the main output of Auckland’s
construction sector. Trends in the value of building work in Auckland by category
are analysed for the December years between 1992 and December 2019, using
data from Stats NZ’s Building Activity Survey and Building Consents database.
This is followed by an analysis of the number and average size of residential
building consents for the same 27-year period.

Section 7 highlights the main findings and concludes the report.

The report includes partial, rather than full, commentary on some of the possible or
related factors behind the trends in Auckland’s construction sector.
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2.0 Auckland’s construction sector in 2019

This section provides an overview of Auckland’s construction sector for the year ended
March 2019. It compares the relative size of the sector with other sectors in Auckland,
as well as the construction sector for New Zealand as a whole. The sector’s
employment and number of businesses are also disaggregated into the sub-sectors
and by Auckland’s 21 local board areas to present a snapshot of the structural and
spatial distribution of the sector.

2.1 Relative size of Auckland’s construction sector

In 2019, the Auckland construction sector employed 86,647 people and had 24,192
businesses, accounting for 10 per cent of total employment (Figure 1) and 12 per cent
of total number of businesses (Figure 2) in Auckland. This made construction the
second largest sector in terms of employment and third largest sector in terms of
number of businesses in Auckland.

Figure 1: Employment by broad industry sector as a percentage of Auckland total, 2019

Professional, Scientific and Technical Services 12
Construction 10
Manufacturing 9
Health Care and Social Assistance
Retail Trade 9
Education and Training 8
Wholesale Trade 7
Accommodation and Food Services 6
Administrative and Support Services 6
Transport, Postal and Warehousing 5
Financial and Insurance Services 4
Public Administration and Safety 4
Other Services 4
Rental, Hiring and Real Estate Services 3
Information Media and Telecommunications 2
Arts and Recreation Services 2
Agriculture, Forestry and Fishing 1
Electricity, Gas, Water and Waste Services 1
Mining | =0

0 2 4 6 8 10 12 14
Percentage (%) of Auckland total

Source: Infometrics 2019 Regional Economic Profile for Auckland
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Figure 2: Number of businesses by broad industry sector as a percentage of Auckland
total, 2019

Rental, Hiring and Real Estate Services
Professional, Scientific and Technical Services
Construction

Financial and Insurance Services

Retail Trade

Wholesale Trade

Other Services

Administrative and Support Services

Health Care and Social Assistance
Accommodation and Food Services
Manufacturing

Transport, Postal and Warehousing
Agriculture, Forestry and Fishing

Education and Training

Arts and Recreation Services

Information Media and Telecommunications
Public Administration and Safety

Electricity, Gas, Water and Waste Services

Mining

0 5 10 15 20 25

Percentage (%) of Auckland total

Source: Infometrics 2019 Regional Economic Profile for Auckland

In 2019, more than a third of New Zealand’s construction businesses (37%) and
employment (35%) were in Auckland. This was similar to Auckland’s share of New
Zealand’s total employment and number of businesses for all sectors (36% and 35%
respectively).

2.2 Distribution by sub-sector

Figure 3 shows that Residential Building Construction was the second largest
employer within Auckland’s construction sector (19,077 jobs, or 22% of sector
employment). Residential Building Construction was also the largest construction sub-
sector in terms of number of businesses, accounting for more than a third (34%) of the
sector total (see Figure 4).

The building-related construction services, namely Building Structure Services,
Building Installation Services and Building Completion Services, together contributed
over 40 per cent to the sector employment (42%) and businesses (45%) in 2019. Note

Auckland’s construction sector: Industry snapshot and trends to 2019 7



that Building Installation Services was in fact the sub-sector with the largest number of
jobs (19,353 jobs, or 22% of sector total) and accounted for more than a fifth of
construction businesses in Auckland (21%, 5064 businesses).

There were only 729 businesses (3% of construction sector businesses) engaged in
Heavy and Civil Engineering Construction, yet this sub-sector was the third largest
employer in Auckland’s construction sector in 2019 (14% of sector employment,
12,437 employees), with 17 employees per business on average. Compared to Heavy
and Civil Engineering Construction, businesses in other sub-sectors were significantly
smaller, with the average business size ranging from two to nine employees per
business.

Figure 3: Auckland construction sector employment by sub-sector, 2019

Residential Building

. Construction, 19,077,
Other Construction 220,

Services, 9489, 11%

Non-Residential
Building
Construction, 5679,
7%

Building Completion
Services, 11,704,
13%

Building Installation Heavy and Civil

; Engineering
Services, 19,353, Construction, 12,437,
22% 14%

Land Development
and Site Preparation

Building Structure Services, 3961, 5%

Services, 4946, 6%

Source: Infometrics 2019 Regional Economic Profile for Auckland
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Figure 4: Number of Auckland construction sector businesses by sub-sector, 2019

Other Construction
Services, 2202, 9%

Residential Building
Construction, 8325,
34%

Building Completion
Services, 4461,
19%

Non-Residential
Building
Construction, 603,
3%

Building Installation
Services, 5064, 21%

Heavy and Civil
Engineering
Construction, 729,

3%

o Land Development
Building Structure and Site Preparation,
Services, 1251, 5% 1557, 6%

Source: Infometrics 2019 Regional Economic Profile for Auckland

2.3 Distribution by Auckland local board area

Table 2 shows the distribution of employment and businesses in Auckland’s
construction sector across Auckland’s 21 local board areas.!’

In 2019, employment in Auckland’s construction sector was most concentrated in the
central local board area of Maungakiekie-Tamaki, with a share of 16 per cent.
However, only 5 per cent of the sector businesses were located in this local board area.
This was largely due to the high concentration of employees in Heavy and Civil
Engineering Construction. Almost a third (31%, or 3872 employees) of Auckland’s
employment in this sub-sector was in Maungakiekie-Tamaki, with an average business
size of 65 employees per business.

1 Data used here indicates the locations of the head offices of Auckland’s construction businesses
rather than construction work sites. Due to the nature of the sector, the location of construction work is
often not in the same location as the head office.
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For the (March) year 2019, Auckland’s construction businesses were more

concentrated in Hibiscus and Bays in north Auckland and Howick in east Auckland
compared to other local board areas. Together they accounted for a fifth of the sector
businesses. For these two local board areas, breakdown of the data on business unit

counts by sub-sector also shows the following:

¢ Hibiscus and Bays and Howick had higher concentration of Residential Building

Construction businesses (both 11%) in 2019 relative to other local board areas

e Hibiscus and Bays had the largest share of Auckland businesses in Building
Structure Services (11%, or 138 businesses)

e Building Installation Services businesses (11%, or 573 businesses) and Building
Completion Services businesses (11%, or 486 businesses) were most
concentrated in the Howick local board area.

Table 2: Auckland construction employment and businesses by local board area, 2019

Local board area Number of | As a percentage Number of | As a percentage
employees | (%) of construction | businesses | (%) of construction
employment in businesses in
Auckland Auckland

Rodney 4180 5 1821 8
Upper Harbour 7133 8 1461 6
Hibiscus and Bays 4874 6 2226 9
Kaipatiki 4958 6 1434 6
Devonport-Takapuna 2504 3 927 4
Henderson-Massey 5291 6 1740 7
Waitakere Ranges 1498 2 1020 4
Whau 3550 4 1116 5
Waiheke 366 =0 210 1
Great Barrier 7 =0 27 =0
Waitemata 7036 8 1272 5
Orakei 2284 3 861 4
Albert-Eden 4370 5 1209 5
Puketapapa 1269 1 666 3
Maungakiekie-Tamaki 14,244 16 1191 5
Mangere-Otahuhu 1939 2 513 2
Otara-Papatoetoe 4184 5 822 3
Manurewa 2300 3 852 4
Papakura 3055 4 750 3
Howick 7001 8 2505 10
Franklin 4603 5 1560 6
Auckland Total 86,647 100 24,192 100

Source: Infometrics 2019 Regional Economic Profile for Auckland
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3.0 Trends in sector employment

This section presents a detailed analysis of trends in employment in Auckland’s
construction sector between 2000 and 2019. The analysis firstly looks at employment
trends in the overall sector and the different construction sub-sectors, with
comparisons with the rest of New Zealand and/or New Zealand.

To further understand employment in Auckland’s construction sector, the section also
examines trends in full-time and part-time employment; by occupation category; as
well as trends in the sector’'s demand for labour.

3.1  Sector employment trends relative to the rest of New Zealand

Between 2000 and 2019, employment in Auckland’s construction sector more-than
doubled from 41,068 to 86,647 jobs. This corresponds to an annual growth rate of 4
per cent, which was above the average growth rate for Auckland’s total economy (2%
per annum). As a result, the sector’s share in Auckland’s total employment increased
from 7 per cent to 10 per cent over this 19-year period.

As Figure 5 shows, the overall increase in the sector employment in Auckland was
marked with periods of growth and decline. Between 2000 and 2008, the sector
employment rose by 40 per cent (averaging 4% growth per year). As Auckland’s
economy went into recession because of the Global Financial Crisis (GFC), the sector
employment fell sharply, by 10 per cent from the level in 2008 for the years between
2009 and 2010 (from 57,596 to 51,928 jobs). Since 2012, the sector employment has
returned to strong growth, with employment growing at an average rate of 7 per cent
per year, reaching a record-high of 86,647 by 2019. This was mainly driven by the
gradual upturn of the economy since 2011 and the Auckland housing boom that started
to take place in 2012.

The construction sector in the rest of New Zealand has also experienced a doubling of
employment between 2000 and 2019 (104 % increase from 77,698 jobs), however, with
slightly different fluctuations. While construction employment in the rest of New
Zealand was declining at a similar rate during the GFC (i.e. from 2009 to 2010), the
growth rate observed for the pre-GFC period (i.e. between 2000 and 2008) was
stronger compared to that between 2012 and 2019 (a 65% increase averaging 6% per
annum vs. a 34% increase averaging 4% per annum).

The less rapid employment growth in the Auckland construction sector between 2000
and 2008 corresponded with a noticeable decline in Auckland’s share of New
Zealand’s construction employment, which fell from 35 per cent to 31 per cent. This
relatively low share then persisted until 2015, but recovered to 35 per cent by 2018.
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Figure 5: Construction sector employment in Auckland and the rest of New Zealand,
2000 to 2019
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Source: Infometrics Regional Economic Profile 2000-2019

3.2 Employment trends by sub-sector

Residential Building Construction experienced the strongest employment growth
between 2000 and 2019, with an overall increase of 11,597 employees during this 19-
year period (a 155% increase, averaging 5% per annum). This was followed by
Building Installation Services and Heavy and Civil Engineering Construction, which
experienced a doubling in their employment (an increase of 10,024 employees and
7190 employees respectively).

Figure 6 shows the periods of significant rises and falls in the employment trends for
several construction sub-sectors. One example is Residential Building Construction.
While this sub-sector’'s employment increased by 47 per cent by 2008 (from 7480 jobs,
at an average annual rate of 5%), it fell noticeably during the GFC, at an average rate
of 6 per cent per annum. As the economy gradually recovered from the GFC and
housing boom started, the sub-sector grew exponentially, and the number of jobs
doubled between 2011 and 2019 (9205 more jobs).

In contrast, employment trends in sub-sectors such as Building Installation Services,
Other Construction Services and Heavy and Civil Engineering Construction have been
less volatile. While these sub-sectors grew strongly both before and after the GFC,
they experienced modest declines during the GFC.
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Figure 6: Auckland construction employment by 3-digit sub-sector, 2000 to 2019
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Source: Infometrics Regional Economic Profile 2000-2019

3.2.1 Residential and non-residential building construction employment

This sub-section focuses on the employment trends in Building Construction, which
comprises of Residential and Non-Residential Building Construction.

Throughout the years from 2000 to 2019, Residential Building Construction accounted
for about two thirds of Auckland’s employment in Building Construction (Figure 7).
House Construction drove most of the employment growth in Residential Building
Construction, with 9734 more jobs in 2019 compared to 2000. Similar to the
employment trend observed for Residential Building Construction as a whole (refer to
Figure 6), House Construction employment experienced a significant fall during the
GFC (17% decrease, averaging 6% per annum) and rapid growth between 2012 and
2019 (averaging 11% per annum).

In comparison, employment trends in Non-Residential Building Construction between
2000 and 2019 were less volatile. Employment in this sub-sector declined at a slower
pace during the GFC, at an average rate of 5 per cent per year. As Non-Residential
Building Construction is less responsive to housing booms, the number of jobs in this
sub-sector grew by 63 per cent (2195 more jobs) between 2012 and 2019.
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Figure 7: Employment in Building Construction in Auckland, 2000 to 2019

30000
Building Construction
25000 Total
20000
% House Construction
< 15000
Q2
E
i
g 10000
2 Non-Residential Building
uEJ 5000 Construction

Other Residential
Building Construction

0
O —w N OO I 1K © I 00 O O «~ N O T IO © ~ 0 O
O O O O O OO0 OO0 O v«“ ™ v v v« v« « v« v« v
O O O O O O O O O O O O O O O O O O O O
AN AN AN AN AN AN AN N N N &N N N N N N N N N «~

Note: Larger buildings, which are more likely to be non-residential, and some attached residential in the
“other residential” category, also tend to require more input from other construction sub-sectors such as
engineering, building and other construction services. Therefore, “building construction” employment is
only part of that picture.

Source: Infometrics Regional Economic Profile 2000-2019

3.2.2 Auckland’s share of New Zealand employment by sub-sector

As shown in Figure 5, Auckland accounted for about a third of the total construction
employment in New Zealand, with declines in its share between 2000 and 2008 and
between 2011 and 2014. While trends for the majority of sub-sectors broadly followed
a similar movement pattern as the overall sector, Figure 8 shows that a number of sub-
sectors differed from this trend.

Auckland’s share of national employment in Non-Residential Building Construction
decreased moderately between 2000 and 2010 (from 35% to 29%). However, from
2010 to 2019, Auckland’s share of the sub-sector employment in New Zealand
increased by 10 per cent. This was driven by the markedly stronger growth in the
number of jobs in Non-Residential Building Construction in Auckland (65% increase,
averaging 6% per annum) compared to the rest of New Zealand (6% increase,
averaging 1% per annum).

Auckland’s share of employment in the Land Development and Site Preparation
Services sub-sector has been below its share in the total New Zealand construction
employment. The gap widened over the period between 2008 and 2014 as Auckland’s
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share of the sub-sector employment dropped from 31 per cent to 24 per cent. This
corresponds to a 26 per cent fall in the number of jobs in this sub-sector in Auckland
(886 fewer jobs) and a 6 per cent increase (458 more jobs) in the sub-sector
employment in the rest of New Zealand. By 2019, Auckland’s share in the sub-sector’s
total employment in New Zealand rose by five percentage points (to 29%) as Auckland
saw 1432 more people working in this sub-sector between 2014 and 2019.

Figure 8: Auckland’s share of New Zealand employment by selected sub-sectors, 2000
to 2019
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Source: Infometrics Regional Economic Profile 2000-2019

3.3 Fulltime and part-time employment

Based on Infometrics’ data, it is estimated that there were 80,030 full-time employees
in Auckland’s construction sector in 2019. This was more than twice the number in
2000 (a 132% overall increase, averaging 5% growth per annum).’? By 2019, about

2 This section uses full-time equivalents (FTEs) employment data sourced from Infometrics’ sector
profile generator to estimate part-time employment. Note that FTEs employment takes into account
the workload of people into employment. It measures the number of people in employment for 40
hours or more per week. Two people who are employed part-time are measured as one FTE.
Therefore, the estimation of part-time employment multiplies the difference between total employment
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nine in ten (92%) employees in the sector were full-time. This was an eight percentage-
point increase from the share of full-time employment in 2000.

In contrast, the number of part-time workers in the sector remained relatively flat over
this 19-year period, with only 88 more part-timers in 2019 compared to the number in
2000 (6528 part-timers). As a result, the percentage of part-time employment in the
sector halved to 8 per cent by 2018 (and same share continued in 2019), which was
markedly below the Auckland average of part-time employment (19%).

Figure 9: Full-time and part-time employment in Auckland’s construction sector, 2000
to 2019
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Source: Authors’ estimates based on data sourced from Infometrics sector profile generator for Auckland
2000-2019

About two thirds of Auckland construction sector’s full-time employment and over half
of the part-time employment were in Construction Services. Between 2000 and 2019,
all three sub-sectors experienced at least a doubling in their full-time employment.

Heavy and Civil Engineering Construction has less than a tenth of the part-time
employment in Auckland’s construction sector. Unlike Building Construction and
Construction Services, it experienced an overall reduction in part-time employment
between 2000 and 2019. More specifically, the number of part-time workers this sub-
sector started to fall since 2013 and fell by two thirds to just 162 in 2019 (Figure 10).

and FTE by a factor of 2. The number of full-time workers is then estimated as the difference between
total employment and part-time.
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Figure 10: Part-time employment by 2-digit construction sub-sector in Auckland, 2000
to 2019
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3.4 Employment trends by occupation

This section looks at trends in the structural make-up of Auckland construction
employment in terms of job occupation and compares it with Auckland as a whole. The
data used in this analysis is sourced from Infometrics’ sector profile generator, which
provides a breakdown of the number of filled jobs in each sector by 1-digit ANZSCO
(the Australian New Zealand Standard Classification of Occupations) occupation
category.

Compared to the total Auckland economy, the construction sector has a relatively
higher proportion of jobs in categories such as Technicians and Trades Workers,
Managers and Labourers (Figure 11). In 2019, they made up over a third (31,812 jobs
or 37%), a quarter (21,422 jobs) and 14 per cent (11,766 jobs) of the sector
employment respectively. This compared to 12 per cent employed as Technicians and
Trades Workers, 17 per cent as Managers and 9 per cent as Labourers for Auckland
as a whole. However, Professionals comprised a much lower proportion of
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employment for the construction sector (5829 jobs or 7%) than for Auckland as a whole
(25%).

While the number of jobs in Auckland’s construction sector doubled between 2000 and
2019, this increase was not uniformly distributed across the occupation categories.
The following summarises the notable changes observed in Figure 11:

e The Technicians and Trades Workers category experienced the largest absolute
increase (13,852 more jobs) while its percentage increase (77%) was below the
sector average. As a result, the share of this occupation category fell by seven
percentage points (from 44% to 37%).

e The number of jobs in the Managers category increased by 12,210 (a 132%
increase) between 2000 and 2019, resulting in a moderate increase in their share
from 22 to 25 per cent.

e The Labourers category experienced one of the highest percentage increases in
the number of jobs (a 178% increase from 4238 jobs), which resulted in a four
percentage-point increase in its share of sector employment (from 10% in 2000).

e While still below the average proportion of Professionals in Auckland as a whole,
the number of jobs in this occupation category in the construction sector more-than
tripled between 2000 and 2019 (increase from 1724 to 5829 jobs). This
corresponds to an increase in this occupation’s share of sector employment by
three percentage points (from 4% to 7%).

The construction sector has a higher proportion of jobs in the low-skilled occupation
categories compared to Auckland as a whole. However, the displayed trends also
suggest an increasing role for higher skilled occupations such as managers and
professionals in the sector. This is also consistent with the general trend forecasted in
Workforce Skills Roadmap (Construction and Infrastructure Sponsor Group, 2014) and
in a 2017 report by Ministry of Business, Innovation and Employment (2017). As
construction practices evolve with technology, a higher skilled workforce in the sector
is necessary (PwC New Zealand, 2016; Construction Sector Accord, 2020).
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Figure 11: Percentage (%) of Auckland’s construction sector and total employment by
1-digit ANZSCO occupation category, 2019 compared to 2000
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3.5 Labour demand in Auckland’s construction sector

As the construction sector is relatively labour-intensive, the availability of labour is a
key factor affecting sector performance (PwC New Zealand, 2016). Although Section
3.2 has highlighted the rapid growth in sector employment across New Zealand, the
sector has also been facing difficulties in finding labour (PwC New Zealand, 2016;
Gibson, 2019; Edmunds, 2018). A report by Rider Levett Bucknall (2019) forecasts that
New Zealand’s construction sector would require 57,600 more skilled workers by 2026.
The labour shortage issue is expected to continue with an ageing workforce and
ongoing strong growth in construction activities, especially in Auckland.'?

This section uses job vacancies as an indicator for labour demand in Auckland’s
construction sector. The analysis uses the Ministry of Business, Innovation and
Employment’s (MBIE) Jobs Online data series as a proxy for job vacancies. The data
measures changes in online job advertisements from four internet job boards — SEEK,
Trade Me Jobs, Education Gazette and Kiwi Health jobs, and indexed against a base

3 According to the report “Future demand for construction workers 2017” by Ministry of Business,
Innovation and Employment (MBIE) (2017), demand for construction-related occupations is projected
to increase by 56,000 between 2016 and 2022 across New Zealand. Of those, over half (i.e. over
28,000 employees) of this workforce requirement is projected for Auckland.

Auckland’s construction sector: Industry snapshot and trends to 2019 19



period (Ministry of Business, Innovation and Employment, 2018a). Quarterly data for
Auckland by industry sector is available for the period from December 2010 onwards. 4

As shown in Figure 12, online job vacancies advertised by the construction sector in
Auckland almost tripled over the nine years between December 2010 and December
2019 (vacancies index increased to 285). Meanwhile, Wellington’s overall rate of
increase in online construction vacancies was notably below other regions (from 100
to 240), suggesting a slower increase in the region’s demand for construction labour
compared to other regions. Waikato and Bay of Plenty experienced stronger increase
in construction labour demand in as their number of online construction vacancies
increased by almost four-fold between 2010 and 2019.

Figure 12: Online construction vacancies index by region, December 2010 to December
2019
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14 Since 2018, the main reporting output from Jobs Online is the All Vacancies Index (AVI). MBIE used
to report Jobs Online based on the Skilled Vacancy Index (SVI), which captures job vacancies that
require a level 4 qualification or above and area classified as professional, manager, or technicians
and trades workers. This was due to the consideration that vacancies advertised online signify
demand for skilled labour. However, more recently, due to changes in the nature of the labour market,
the share of skilled and unskilled vacancies advertised online is converging over time. This has
allowed the consideration to use AVl instead, to cover both skilled and unskilled vacancies. Refer to
the Background and Methodology report of Jobs Online (Ministry of Business, Innovation and
Employment, 2018a) for more details.
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Most sectors in Auckland followed a general upward trend in the number of job
vacancies advertised online between December 2010 and December 2019 (Figure
13). Of those, the rate of increase observed for construction vacancies online was
notably higher than for other sectors, with the gap widening over time. Information
Technology (IT) was the only sector in Auckland that experienced a decline in online
job vacancies during the same nine-year period. In December 2019, Auckland’s IT
sector had 6 per cent fewer job vacancies advertised online than its number nine years
prior.

Trends observed in MBIE’s vacancies index data for Auckland could suggest rising
demand for construction workers and that Auckland’s construction sector may face a
greater labour shortage relative to other sectors. However, it is important to note that
while job vacancies advertised is a widely used indicator for labour demand, the
relationship between the two is complex. For example, an increase in job vacancies
advertised in a particular industry may reflect the expansion of the sector as it is looking
for new workers, or the movement of workers between businesses within the sector
with little change in the sector employment overall. Therefore, the data presented here
should be interpreted with this caveat in mind.

Figure 13: Job online vacancies index by industry in Auckland, December 2010 to
December 2019

400
350

300

Construction

250 /_/\‘/\—\d ,\'"

200

Education

Online Job Vacancy Index

150 Z N

— Aggounting
50

0
Dec 10 Dec 11 Dec 12 Dec 13 Dec 14 Dec 15 Dec 16 Dec 17 Dec 18 Dec 19

Note: Values are index Dec 2010 = 100; Data is quarterly; all data seasonally adjusted
Source: MBIE, Jobs Online, December quarter 2010 to December quarter 2019

Auckland’s construction sector: Industry snapshot and trends to 2019 21



4.0 Trends in sector businesses

This section describes trends in the number of businesses in Auckland’s construction
sector and across the sub-sectors between 2000 and 2019. The analysis also looks at
how the business size, as measured by number of employees per business, has
changed over time, and identifies trends in businesses with zero employees and self-
employment in the sector.

4.1 Trends in business numbers

While construction has been one of the three largest sectors in Auckland in terms of
business units, there was only a moderate growth in its business count between 2000
and 2019. Over this period, the sector experienced an overall increase of 6390
business units (a 47% increase from 16,461 units, at 2% per annum on average). As
the total number of businesses in Auckland grew slightly faster (63% increase overall)
than in the construction sector, the sector’s share of Auckland businesses in 2019 was
one percentage point lower (12%) than its share in 2000.

Trends displayed in Figure 14 show that the number of construction business units in
Auckland only had a small increase before the GFC (9% increase, averaging 1% per
annum) and a small decline between 2009 and 2012 (9% decline from the level in
2008). This is unlike the trends observed for the sector employment, which displayed
strong growth and sharp fall during those periods (refer to Figure 5). As the economy
recovered and the construction sector started to grow again, the number of
construction business units in Auckland reached 24,192 units by 2019 (48% growth
from its level in 2012). The Residential Building Construction sub-sector contributed
41 per cent of this growth (an increase of 3212 units).

Compared to Auckland, the rest of New Zealand experienced faster growth in the
number of construction business units between 2000 and 2019 — a 55 per cent
increase from 25,968 units in 2000 (16,107 more units). Most of this increase was due
to the strong growth occurred before the GFC rather than post GFC — an increase of
11,487 units was observed over the years between 2000 and 2008. The rate of decline
during the GFC in the rest of New Zealand was similar to the rate observed in Auckland
(8% from the level in 2008).

Due to the slower rate of increase in Auckland construction businesses, its share in
the New Zealand construction sector dropped by two percentage points between 2000
and 2019 (from 39% to 37%). The noticeable decline between 2000 and 2008 (from
39% to 32%) in Auckland’s share was associated with its slow growth in construction
business numbers during this period. After 2012, Auckland’s share started to pick up
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again as the number of construction businesses in Auckland grew more strongly
relative to the growth observed in the rest of New Zealand.

Figure 14: Construction sector businesses in Auckland and the rest of New Zealand,
2000 to 2019
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Source: Infometrics Regional Economic Profile 2000-2019

Trends in business unit numbers by sub-sector show that the largest number of
businesses in Auckland’s construction sector are in Residential Building Construction,
Building Installation Services and Building Completion Services. Throughout the years
between 2000 and 2019, they accounted for over 70 per cent of the total construction
businesses in Auckland (Figure 15). In contrast, although Non-Residential Building and
Heavy and Civil Engineering Construction are significant contributors to construction
employment, they account for about only 6 per cent of the sector businesses.

Residential Building Construction experienced strong overall growth in business
numbers between 2000 and 2019 (3783 more units, or an 83% increase), however,
with a number of volatile fluctuations. Before the GFC (i.e. from 2000 to 2008), the
number of the sub-sector’s businesses increased by 27 per cent (from 4542 units in
2000). In 2012, the number of businesses in Residential Building Construction reached
its lowest point of 5112 units, which was an 11 per cent decline compared to the level
in 2008. As the Auckland housing boom eventuated, the sub-sector’s business number
was growing at an average pace of 8 per cent per annum since 2013, reaching 8325
units in 2019. This matched with the strong growth in the sub-sector's employment
during a similar period (refer to Figure 6 in Section 3.2).
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In contrast, there is little volatility in the number of businesses in Building Installation
Services. The sub-sector followed a steady upward trend, even during the GFC. From
2000 to 2019, the number of businesses in the sub-sector increased by 1836 units (a
57% overall increase from 3228 units in 2000, averaging 2% per annum)

Land Development and Site Preparation Services was the only construction sub-sector
in Auckland with the number of businesses reduced between 2000 and 2019. During
the first 12 years of this period, the count of business units in the sub-sector
approximately halved from its level in 2000 (a decrease from 1845 to 924 units).
Although the sub-sector started to recover from 2013 onwards, it still had 288 fewer
business units in 2019 than in 2000 (a 16% decrease).

Figure 15: Auckland construction businesses by 3-digit sub-sector, 2000 to 2019
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4.2 Trends in business size

This section looks at trends in business size for the Auckland construction sector and
across its sub-sectors, as measured by employees per business unit), and distribution
by size category. Analysis in this section is based on Infometrics’ employment data for
years ending March, which includes those in self-employment.

While Auckland’s construction sector generally has smaller businesses (fewer
employees per business unit) than most other sectors in Auckland, ' Figure 16
indicates that this gap in average business size has reduced over time. The increase
in the average business size in Auckland’s construction sector between 2000 and 2019
was associated with the doubling of the sector employment but a much slower rate of
growth in its business numbers. For Auckland as a whole, the average business size
stayed roughly the same as both total employment and number of business units in
Auckland were growing at a roughly similar rate (57% and 63% overall increase
respectively).

Comparisons across the sub-sectors show that, throughout the years from 2000 to
2019, businesses in Residential Building Construction and Land Development and Site
Preparation Services had smaller number of employees on average. This could
indicate a higher tendency of self-employment or working proprietors in these two sub-
sectors.

In contrast, Heavy and Civil Engineering Construction and Non-Residential Building
Construction employ a larger number of people per business unit compared to the
other sub-sectors. The average business size for Non-Residential Building
Construction stayed around seven employees per unit for the period between 2000
and 2015, and reached more than nine employees by 2019. Heavy and Civil
Engineering Construction was the sub-sector that experienced the largest increase in
its business size between 2000 and 2019 — from 10.3 to 17.1 employees per business
unit. This was driven by the combination of a doubling in the sub-sector employment
while a relatively slow growth in its business number. It could also reflect the greater
size and scope of projects that the sub-sector often undertakes — large-scale transport
infrastructure projects for example.

SExceptions are Rental, Hiring and Real Estate Services, Agricultural, Forestry and Fishing, and
Financial and Insurance Services.
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Figure 16: Average business size in Auckland construction sector, 2019 compared to
2000

Auckland Total

Construction sector

Residential Building Construction
Non-Residential Building Construction

Heavy and Civil Engineering Construction 17 1
= 2000

12019

Land Development and Site Preparation Services

Building Structure Services

Building Installation Services

Building Completion Services

Other Construction Services

0 4 8 12 16 20

Average employees per business unit

Source: Infometrics Regional Economic Profile 2000-2019

Trends in the average size of construction businesses were similar for the rest of New
Zealand.

4.3 Trends in distribution by business size category

This section looks at trends in the distribution of construction businesses and
employment by business size category. The categories are defined based on the Stats
NZ’'s Business Demographics employee count data, which excludes those who are
self-employed or working proprietors.

4.3.1 Distribution of business units by business size category

Figure 17 shows that most business units in Auckland, including those in the
construction sector, have no employees. These can include those who are self-
employed or working proprietors without employees, either as a sole trader or in
partnership. In 2019, seven in ten (70%) construction businesses in Auckland had no
employee. In contrast, there were only 48 business units in Auckland’s construction
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sector that employ 100 or more people, which was only 4 per cent of the total number
of business units in this size category in Auckland.

Across the sub-sectors, the distribution of businesses by size category was notably
different for Heavy and Civil Engineering Construction. Between 2000 and 2019, the
sub-sector accounted for about only 3 per cent of the total business units in Auckland’s
construction sector. However, it had the largest share of the sector’s businesses that
employ 100 or more employees, with the share increasing over time from 43 per cent
in 2000 to 50 per cent in 2019. About a half of the businesses in this sub-sector had
no employee (either self-employed or as working proprietors, without employees). This
was unlike Building Construction and Construction Services, with two thirds or more of
their business units being small with no employee. In addition, Construction Services
comprised over 60 per cent of those businesses with zero to five employees — 10,317
units in 2000 and 13,137 units in 2019.

Figure 17: Business units by business size category (%), Auckland, 2019 compared to
2000

Auckland Total 2000 66 21 4
Auckland Total 2019 70 18 4
Construction sector 2000 75 19 2
Construction sector 2019 73 24
Building Construction 2000 79 18 1
Building Construction 2019 75 19 2
Heavy and Civil Engineering Construction 2000 48 25 8 2
Heavy and Civil Engineering Construction 2019 46 24 8 .3
Construction Services 2000 75 19 2
Construction Services 2019 66 25 37
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Percentage of business units
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Source: Infometrics Regional Economic Profile 2000-2019
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4.3.2 Employment by business size category

Figure 18 shows the employment distribution by business size category in Auckland’s
construction sector compared to Auckland as a whole. This information presented here
is from Stats NZ’s Business Demographics data for 2018,'® which excludes those who
are in self-employment or working proprietors. Note that this information for Auckland
is only available for 2018, not for other years.

Business Demographics data indicates that, in 2018, almost a third of the employment
in the construction sector was provided by smaller firms with size less than 10
employees — 20 per cent by those in the 1-to-5 category and 11 per cent by those in
the 6-to-9 category. Larger sized firms (with 50 employees or more) provided another
third of the employment in the sector. In comparison, only 11 per cent of employment
in Auckland as a whole was found in businesses with size less than 10 employees.
Larger businesses (i.e. those with 50 employees or more) provided a half of Auckland’s
total employment in 2018.

Figure 18: Employment distribution by business size, the construction sector compared
to Auckland as a whole, 2018
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Source: Business Demographics 2018, Stats NZ
Note: Data excludes those who are self-employed or working proprietors.

6 A snapshot as at February 2018
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It is likely that with inclusion of those in self-employment or working proprietors, most
of who are presumably in small businesses or no employees, would further magnify
the difference in the proportion of employment in small businesses in construction
compared to Auckland as a whole.

Although Auckland data for 2019 is not available, it is expected to follow a similar
pattern to that observed in 2018.

44  Self-employment

Figure 17 shown earlier indicates the significance of self-employment in Auckland’s
construction sector. Self-employed people include those who are sole proprietors,
partnerships and working proprietors with employees. Self-employment can be linked
to entrepreneurism or a gateway into the regular workforce, but it also carries
disadvantages and risks such as precarious hours and unreliable income. This section
looks at trends in self-employment in Auckland’s construction sector and its sub-
sectors. Note that Infometrics’ employment data does not identify the extent to which
self-employed workers are full or part time.

People in the construction sector are more likely to be in self-employment compared
to other sectors. For the year ended March 2019, self-employment made up about a
sixth (146,064) of the total employment in Auckland, with the greatest number of self-
employed found in the construction sector (30,134). The rate of self-employment in the
sector (35%) was more than twice as the rate in the total Auckland economy (16%).

Trends in Figure 19 show strong increase in the number of self-employed people in
the construction sector between 2000 and 2019 (a 57% overall growth, at 2% per
annum). However, this was outpaced by the growth in non-self-employment in the
sector, with an increase by about 35,000 from its level in 2000 (from 21,838 to 56,513
employees, averaging 5% growth per annum). As a result, the share of self-
employment fell by 12 percentage points, from almost half (47%) in 2000, to 35 per
cent in 2019. The declining share of self-employment in the construction sector
suggests that the increase in the sector's average business size (including self-
employed) between 2000 and 2019 was largely driven by the stronger growth in non-
self-employment during this period (refer to Section 4.2).
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Figure 19: Number of self-employed and non-self-employed in Auckland’s construction

sector, 2000 to 2019
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The sub-sectors also displayed similar trends in self-employment. In particular, the rate
of self-employment in Building Construction and Construction Services fell by more
than 10 percentage points between 2000 and 2019 (Figure 20). This fall was
associated with the decreased proportions of businesses with zero employees

observed in Figure 17.

Figure 20: Percentage (%) of self-employment by 2-digit construction sub-sector, 2019
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5.0 Sector Gross Domestic Product (GDP) and
productivity

This section firstly describes trends in the value added (GDP'") directly generated in
Auckland by the construction sector and by each construction sub-sector. This is
followed by an analysis on the sector’s productivity, as measured by GDP per worker,
to look at how it has changed over the period between 2000 and 2019. Note that
analysis in this section is based on GDP and productivity data sourced from
Infometrics, published in 2019 New Zealand dollar values.

5.1  Sector GDP and growth trends

Auckland’s construction sector generated $6.73 billion of real GDP in 2019 (measured
in 2019 dollar terms), accounting for almost 7 per cent of Auckland’s GDP.'8 This made
construction Auckland’s sixth largest sector in terms of its value added in Auckland’s
economy.'® A similar figure was observed for construction’s share of the national GDP.
In addition, Auckland’s construction sector accounted for over a third (35%) of the total
sector GDP generated across the country.

Between 2000 and 2019, construction’s economic contribution in Auckland more-than
doubled (an overall increase of 115% from $3.13 billion, averaging 4% growth per
annum). This was a higher rate of growth compared to the overall growth experienced
by the total Auckland economy (an 87% growth, averaging 3% per annum).

However, trends in the sector GDP show greater volatility compared to the total
economy (Figure 21). On a (March) year-by-year basis, the sector grew at a stronger
rate compared to the total economy from 2002 to 2005 and between 2007 and 2008.
The GFC also had a greater adverse impact on the construction sector in terms of GDP
compared to Auckland as a whole. The sector’'s GDP fell sharply by 8 per cent between
2008 and 2009 (from $4.26 billion to $3.92 billion). This compared to a modest fall of
2 per cent in Auckland’s total economy. As the economy gradually recovered from the
GFC and the Auckland housing boom began, the sector started to grow at a faster rate

7 GDP (Gross Domestic Product) is the value added to the economy by all the goods and services
provided in one year and is a standard measure of the economic contribution of an industry sector.
'8 In Infometrics’ economic data, total GDP includes not only industry sectors, but also Owner-
Occupied Property Operation and Unallocated (e.g. taxes levied on the purchaser such as GST,
import duties; items that cannot be easily allocated to a specific industry such as the seasonal
adjustment balancing item).

' The five largest industry sectors in Auckland in 2019 in terms of their GDP contribution were —
Professional, Scientific and Technical Services (10%), Manufacturing (9%), Financial and Insurance
Services (9%), Rental, Hiring and Real Estate Services (8%), Wholesale Trade (7%).
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again compared to the Auckland total economy after 2012. In particular, the sector’s
GDP was increasing at an annual rate of above 10 per cent between 2014 and 2017,
while annual growth rate was less than 5 per cent for Auckland as a whole. This period
of sharp rise in construction GDP also coincides with the period, when Auckland’s
median house sales price was rising exponentially (Auckland Council, 2020).

Note that Figure 21 also shows a seven percentage-point decrease in the growth rate
of Auckland’s construction GDP between 2017 and 2019. Although this could be partly
due to the slower growth in Auckland’s economy as shown in the graph, other possible
factors may include the slowing down of housing market and net migration in Auckland
(Westpac, 2018).

Figure 21: Construction sector GDP growth rate compared to the total economy,
Auckland, 2001 to 2019
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5.2 Sub-sector GDP and growth trends

As shown in Figure 22, Residential Building Construction, Heavy and Civil Engineering
Construction and Building Installation Services experienced the strongest GDP growth
between 2000 and 2019. In 2019, these three sub-sectors respectively accounted for
17 per cent ($1.14 billion), 26 per cent ($1.64 billion) and 20 per cent ($1.37 billion) of
the sector GDP. These three sub-sectors also experienced the strongest employment
growth during this period (refer to Section 3.2). The shares of GDP from Residential
Building Construction and Heavy and Civil Engineering both rose by five percentage
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points as their GDP in 2019 was more than twice as their GDP figures in 2000 (a 156%
increase and a 137% increase respectively).

Other Construction Services was growing at the fastest rate between 2000 and 2019.
By 2019, its GDP reached $671 million, which was almost four times the level in 2000
(a 294% increase from $170 million, averaging 7% per annum). Its share of the sector
GDP also increased by five percentage points — from 5 per cent in 2000 to 10 per cent
in 2019.

Building Completion Services was the only sub-sector that fell notably in its share of
construction GDP — from 18 per cent to 12 per cent. This was due to its modest GDP
growth compared to other sub-sectors. The sub-sector only experienced a relatively
moderate growth by 49 per cent between 2000 and 2019 (from $556 million to $828
million, averaging 2% per annum).

Figure 22: GDP by construction sub-sector, Auckland, 2000 to 2019
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