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Any downturn in the construction industry  could trigger job losses to a range of sectors that
support the building industry, such as planning, project management, real estate and property
services. This threat reveals the risk of relying on building and construction to sustain the
economy. 

Since before the global financial crisis, urban economies across the world have relied
increasingly  on the construction of housing,
especially high rise urban apartments, to maintain economic activity. 

Construction has boomed in Australia, especially in Melbourne and Sydney. Migration from
overseas and interstate, as well as international student numbers, have so far maintained
sufficient demand for city apartments and suburban houses to keep the building boom going .

Nationally the number of jobs  in construction has increased from 927,000 in May 2007 to
1,110,400 in May 2017, an increase of 183,400 jobs. Even now, the federal government
expects that construction employment will increase by 10.9% in
the five years to 2022
. 

But this view is at odds with new data. A recent report by advisory firm BIS Oxford  predicts that
new dwellings construction will fall by 31%, from 230,000 to 160,000 dwellings in Australia, in
the next three years. This prediction foreshadows a dramatic decline in construction
employment. 

The other jobs construction creates

Construction activity creates employment across the economy. There are jobs in  industries that
provide input building materials – such as local quarries and forests, sawmills, concrete
products manufacturers, steel makers and glass, plastic and metal products manufacturers.
There are also jobs created for people working in import firms bringing in materials that might
not be made locally, as well as for people who work to store materials and transport them from
ports and factories to building sites. Construction generates jobs for people involved in the
design and planning of buildings, also those involved in the financing and contracting of
construction projects. 
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http://www.abc.net.au/news/2017-08-10/residential-construction-heading-for-31pc-three-year-collapse/8785984?section=business
http://onlinelibrary.wiley.com/doi/10.1111/j.1944-8287.2010.01077.x/abstract
http://onlinelibrary.wiley.com/doi/10.1111/j.1944-8287.2010.01077.x/abstract
http://www.rba.gov.au/publications/submissions/housing-and-housing-finance/inquiry-into-home-ownership/
http://www.abs.gov.au/ausstats/abs@.nsf/mf/6202.0
http://lmip.gov.au/default.aspx?LMIP/EmploymentProjections
http://lmip.gov.au/default.aspx?LMIP/EmploymentProjections
http://www.bis.com.au/verve/_resources/BISOE_BIA_Media_Release_August_2017.pdf


The hollow promise of construction-led jobs and growth

Written by The Conversation

Once the buildings exist, construction creates more jobs in marketing the properties, building
inspections, buyers agents, mortgage brokers, real estate agents and the like. After the sale,
more jobs are sustained in interior designer, selling furnishings and fittings and appliances, and
providing internet connections and utilities. 

The wages earned and taxes paid by these workers then create jobs in other services
industries. This includes everything from dentists and personal trainers to bank tellers and
public servants. New populations create new demand for supermarkets and schools and
hospitals that employ more people.  

The secondary circuit of capital

Following the ideas of French urban theorist Henri Lefebvre, geographer David Harvey
famously explained a process called the “second circuit of capital” where building replaces
manufacturing as the driver of growth. This secondary circuit soaks up the excess capital
sloshing around the world that can’t be invested profitably in the primary circuit of
(manufacturing) production. Buildings are built for the purpose of generating 
profits for developers and investors
. 

In places like Melbourne, the secondary circuit has created so many jobs in construction and
related industries, that these have become the key drivers of growth. All these jobs are at risk
when construction activity stalls. 

David Harvey&rsquo;s crucial insight  was that once economies rely on construction to drive
employment, then the entire economy becomes like a giant Ponzi scheme. The only way that
employment in a host city can be maintained is to keep building more buildings. 

Harvey argues the principle purpose of building is to generate profit, which means that the
building will stop if there are insufficient numbers of buyers, or insufficient buyers willing to pay a
price that will generate profit.

If the developers can elect to build elsewhere, in places where returns are higher, the local
construction-led system can collapse like a house of cards. The resulting crisis would not be
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https://www.gc.cuny.edu/Faculty/Core-Bios/David-Harvey
http://www.journals.uchicago.edu/doi/abs/10.1086/502695
http://onlinelibrary.wiley.com/doi/10.1111/j.1468-2427.1978.tb00738.x/abstract
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confined to the construction sector but would resonate through all the activities contributing to
building or benefiting from the taxes and charges generated by building. 

That pretty much means everybody. Once the cards fall over, not only do employment
opportunities decline, but so do property values, as prices adjust to the new reality . 

Some economists recommend  creating new infrastructure projects to provide work, to keep the
construction sector and material suppliers in business. But they rarely consider the second
order effects as the downturn in construction filters through the economy. Most economists
would argue that dealing with these secondary effects is best left to market forces. 

This means that as the downturn filters through the economy, jobs will be lost quietly across a
range of sectors. The sectors most obviously vulnerable in the event of a downturn in residential
building activity will be those that rely on discretionary building-related spending – such as
furniture and effects retailing, wholesaling and manufacturing.  The impacts on affected
households will be no less devastating than for direct building jobs.

Sally Weller has in the past received funding from the Australian Research Council, Victoria and
Commonwealth governments. 

Read more http://theconversation.com/the-hollow-promise-of-construction-led-jobs-and-growth
-82317
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http://onlinelibrary.wiley.com/doi/10.1111/j.1468-2427.1991.tb00685.x/full
http://onlinelibrary.wiley.com/doi/10.1111/1467-8462.304041/full
http://theconversation.com/the-hollow-promise-of-construction-led-jobs-and-growth-82317
http://theconversation.com/the-hollow-promise-of-construction-led-jobs-and-growth-82317

