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With the UK now officially in recession, it remains uncertain as to how long the current downturn will last. The recent International Monetary Fund (IMF) predicts that the British economy will shrink by 2.8%, the worst performer amongst the major advanced economies.  Recessions in the UK since 1955 have continued for three quarters, but the past two recessions have been longer and deeper, lasting for five quarters.  The IMF have forecast that Britain will not fully recover from this recession until 2029
.
Evidence relating to the sectors within Asset Skills’ footprint and the impact of the current recession is shown below.  Information on key challenges facing each of the sectors is included from the Barometer Survey
. 
Property sector
The most dominant occupation within the property subsector to hit the headlines is estate agency.  It is estimated that almost half of the 80,000 estate agents who were in work 18 months ago have now been made unemployed
, this has had significant knock-on effects to associated occupations, leading to further job losses for valuers and surveyors.  The Royal Institute for Chartered Surveyors (RICS) has expressed concern that staff who are laid off during this recession may not re-enter the sector when the economy improves, essentially resulting in the permanent loss of their skills. RICS also argue that the built environment sector is already missing key leaders who may have been attracted into other professions such as law and accounting, exacerbating existing skills shortages such as surveying. There has also been a shift in attitude from surveyors, with a recent survey revealing that job satisfaction and strong leadership are now seen are far more important than salary levels, which were of prime importance prior to the economic slowdown
.
Forecasting that the UK will remain in recession until at least 2011, predictions for the housing market include rising repossessions – as high as 90,000 in 2009 in addition to 3.5 million households falling into arrears
. 

Some relief was anticipated within the social housing sector. However, the capital spending levels for social housing announced in the Pre-Budget report were seen as deficient and unlikely to have any impact in a declining residential sales market.  The Homes and Communities Agency have recently announced that a £2.5 billion emergency package of measures has now been bought forward from the 2010-2011 budget to provide grants for housing association developments and to put more equity into social homes
.   The extent to which this money will prevent further job losses and meet the increasing demand in the sector is yet to be witnessed. 
Demand from the public sector may offer some further relief from deskilling in the property and construction sectors as a result of the £20 million being pumped into modernising school infrastructure and building flood defences for 27,000 homes as announced in the Pre-Budget report.  
Within the commercial property sector, the RICS Forecast
 suggests that rising rental defaults and a lack of credit will prevent recovery of the commercial market in the short term. It is anticipated that tenant demand will remain subdued for at least 5 years, having not yet hit the bottom, further pushing down rents in some sectors. 
The residential lettings market continues to grow with new instructions being up by 72% compared to last year
. This is having the impact of forcing down the rental price of properties. Overall, the supply of rented residential property is outstripping the supply of tenants.  As estate agents shift the focus of their business to lettings, there are concerns that people moving into this area of work do not have the required level of skills and qualifications
.
There is concern that the green agenda will also be sidelined due to the recession. With corporate buildings creating so many pollutants, there has been a move to address the legislative side of the green agenda, but the voluntary aspects of the environmental movement is unlikely to receive the drive anticipated from developers and tenants due to competing financial pressures
. 

The Asset Skills barometer (undertaken between July to September 2008) found the challenges to be:

1. Staffing 

· The retention of staff due to changing market conditions; 
· Maintaining staff morale and keeping them motivated; and 
· Avoiding or minimising the impact of staff redundancies. 
2. Economic/financial 
· Coping with an ever changing depressed market in which the property industry is declining; and 

· Managing fixed costs in a declining economy and slow market.

3. 
Legislation 

· Keeping up to date with a changing government agenda; and

· Responding efficiently to legislative change. 

Skills
Bearing in mind the shift in focus occurring within the property market during this time, the following skill areas will be needed:

Letting Skills – especially amongst estate agents who are new to the lettings sector
There is a need to broaden the skills base and make people more employable. This may be applicable for occupations such as surveyors and planners who tend to specialise in their expertise. 
Skills associated with sustainability. There is a general feeling that this element of the government agenda is taking a backseat but will again come to the fore when the economy begins to recover. 

In addition:

Prior to the recession, there was a shortfall of planning professionals, particularly in the South East and London. Although this is currently not the case, there are concerns that when the property market begins to recover the planning skills will not be there to support it. 

Anecdotal evidence suggests that the professions such as surveying and planning may well suffer as skilled practitioners take the opportunity to retire early in this recession, exacerbating the shortages of these people once things pick up.

Housing
Housing Associations
The current Social Housing Grants covers only 30-40% of the total cost of a scheme, down from 90% prior to 1988. The remainder of the required funding comes from borrowing from the private sector (40-50%), through planning gain or from housing associations’ own reserves. It is therefore clear to see the problems faced by the sector, including:
· The reduced availability of mortgages to individuals has reduced demand for owner occupied homes, as a result, there is likely to be a greater move to mono-tenure (social housing only) estates. There is also a reluctance by developers to build any properties with a significant financial risk. 
· Housing Associations are subject to reduced credit availability, limiting their ability to develop and lending has become more stringent. 

All of this may result in communities being at risk of degrading as unemployment increases, incomes decrease and families break down as a result of the recession.  This brings with it the real risk of embedding the problems associated with poverty such as unemployment and poor education all of which results in additional, long term, social costs. 
Almost 9 out of 10 councils are experience or anticipate an increase in demand for social housing as a direct result of the recession
. This demand has increased due to a significant rise in demand for council housing because of repossessions, a sharp fall in mortgage lending and the declining supply of affordable housing. 

Local Authorities have seen an increase in numbers of people approaching them due to actual or impending homelessness. This includes people who have never faced such problems before but have lost their livelihood due to the recession. 
Homeless prevention services are key in responding to the increase in repossessions as well as helping to achieve government targets for reducing the use of temporary accommodation. However, in many areas these services are new and awareness is limited. 

The environmental agenda is at risk of slowing down due to the recession as homeowners struggling to pay increasing fuel bills with decreased income are less likely to spend money on additional environmental products for their homes. 
The Asset Skills Barometer (undertaken between July to September 2008) found the following key challenges in the housing sector: 
1. The retention of staff, including: 

· The retention of talent;

· Increasing the capacity of current staff;

· Cross skilling of maintenance staff; and 

· Increasing the emotional intelligence (understanding of your own and clients emotions) of employees to enable them to effectively respond to problems

2. The challenge of continuing to provide affordable housing and meet the needs of diverse communities against the backdrop of an economic crisis. 

3. Continuing to build sustainable communities, including the need for community initiatives, empowerment of tenants and provision of customer focused services. 

4. Greater people management within major organisational change and development. A range of mergers and new group structures is resulting in a need to change management, organisational review and development and quite often a cultural change. 

Skills Issues
In addition to improving skills in front line housing, more specialised skills will need to be developed:

· Negotiating skills

· Enabling skills – especially working with communities, developers and local authorities

· Business planning

· Procurement skills

· Partnership working

· Money advice

· Benefits awareness

· Fundraising skills

· Support for people sleeping rough

· Specialised support services for vulnerable people
Facilities Management
There are mixed messages about the future opportunities of FM during the recession.  Effects of the downturn have been felt harder in some specific sections of the industry-especially those firms which offer single service lines and smaller entities that are less able to ride out the harsh conditions
.  Diversity remains the key to success, allowing companies to shift and reallocate resources within their own businesses.  Those companies with a global footprint are also reporting good profits.  However, The fortunes of FM services are inextricably linked with the sectors which they serve and if clients go bust, the FM service is no longer needed. 
The outsourcing market performed poorly in the second half of 2008, with total contract value falling by 20%
, mainly due to fewer large contracts.  However, strong performance in the first half of 2008 (a 24% increase in total contract value) resulted in the contract value in 2008 remaining higher than that of 2007
. However, there is some evidence now of public in sourcing which will impact on FM companies. 
There is some evidence to suggest that companies holding long term contracts will be better placed to see through the downturn than others.  However, companies are taking a proactive approach to renegotiating contracts with clients to ensure business continuity. 
Outsourced FM companies are less hierarchical and more streamlined than in-house FM departments and may be better suited than an in-house service to provide business solutions during a recession
.  
Market research suggests that companies in construction and FM expect 40-60% of new business to come from the public sector
.  However, penetration of central government has now reached 60%, so any new growth will be organic. Local government penetration is currently less at 30%, but the core services of local councils are being stretched as demand for housing and welfare support increases.   There are no clear messages about sub-sectors either. Social housing which was seen as a ‘safe sector’ is being affected differently despite government claims of increased funding.  
The sustainability agenda which was gathering momentum within the FM sector is in danger of taking a backseat in the current climate as companies use resources to maintain their current business. 
The Asset Skills Barometer found the following key challenges: 
1. Staffing

· The retention and recruitment of staff; and

· A lack of skilled people and increased competition between companies for those people who hold the desired skills. 

2. Financial / Economic

· The need to maintain growth and the current level of profitability as pressure increases on profit margins; and

· Maintaining cash flow. 

3. Internal company issues

· Improving processes and changing working practices to work more effectively;

· Upskilling and widening the scope of skills, some FM skills are only gained by experience; 

· The need to align departments and address cultural changes after mergers and acquisitions and

· Succession planning.

Skills Issues

As the industry faces the challenges of the recession, a number of skills becoming increasingly important including:
· Contract relationship skills 

· Contract and procurement skills

· Financial and budget management skills

Cleaning
The industry is viewed as being more ‘recession proof’ than other sectors as it remains a necessity.  There is anecdotal evidence that the sector is faring well although companies are obviously subject to the fortunes of the companies with whom they hold contracts.  Where the industry has suffered is, where companies have been reliant on a small number of contracts and those companies have folded. Those companies with a wider spread of contracts are less vulnerable. 

Many cleaning companies are also being proactive and actively renegotiating contracts, recognising the need to offer the service at a level which is affordable and acceptable to the client in these changing economic conditions. This makes them less at risk of being undercut through retendering. 

There are also indications that demand for domestic cleaners may increase as more people work longer hours to keep their job.  
The mix of the recession and new restrictions on non-EU migrants is likely to lead to an exodus of migrant workers. Accounting for 37% of the current cleaning workforce in England
 migrant workers make up a substantial element of the workforce and have eased recruitment problems for many employers. The loss of this workforce will be a blow to such employers. 
As a result of the current recession, the Cleaning and Support Services Association (CSSA) has called for restraint in the increase of the National Minimum Wage planned for October 2009
.  They argue that due to the current economic climate, any increase in wages may result in:

· Lower take home pay as clients cut hours worked;

· Damage to company profitability, with margins standing at 4% currently; and

· An increase in the informal economy.

On a positive note, some cleaning companies have started to view accredited qualifications in a more favourable light. This may be due to funding being more widely available (through Train to Gain) and the need to provide and sustain a high quality service to maintain their current contracts. 

The Asset Skills Barometer found the following key challenges for the cleaning sector: 
1. Over half of the first challenge mentioned by companies referred directly to the credit crunch and the impact which this was having on their ability to provide a quality service within budget. 
2. Recruitment and retention was also cited as a key challenge with comments ranging from the on-going need to attract a labour force, keep them motivated through to dealing with the administrative burden of family friendly policies. 

3. Future challenges were also cited with the need to maintain marketing activities to attract new business, management of skills gaps and succession planning.
Skills Issues

The skills being bought to the fore to cope with the changing economic circumstances include:
· Management skills, which can be bought in from outside of the sector

· Customer service skills

· Negotiation skills to retain the client and ensure their satisfaction with the service
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