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Executive Summary

The purpose of this report is to provide a base case analysis and projection of the Nova Scotia
residential construction sector. We project the base case and alternative scenarios for
residential construction demand and detailed occupation demand over the 2007 to 2026

period.

Our approach to this research involved development of a Nova Scotia residential construction
sector economic model that links to the Nova Scotia macro environment. Alternative
assumptions on the macro environment (population, income, etc.) provide an alternative
demand outlook of the residential construction sector. This report develops a base case

scenario and a sensitivity analysis around the base case

Our base case scenario and sensitivity analysis of the base case reveal that despite a projected
slowing in residential construction demand Nova Scotia Residential Construction will exhibit
significant occupational supply shortages. There is however a window of opportunity before
the labour shortages materialize. A tighter labour market will be a feature of the market over
the entire forecast period. Tightening will become critical (demand exceeding supply) after
2015 for many of the occupations. For each occupation we observe that labour demand will

exceed labour supply during the forecast period:

e carpenters by 2019;

e construction trades and helpers and labourers by 2016;
e electricians by 2025;

e plumbers by 2017, and

e other by 2017.

The economic region likely to be most impacted by projected shortages is the Halifax Region

since this region is projected to have the greatest increases in demand.
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Chapter One - Introduction

1.1 Introduction

The purpose of this report is to provide a base case analysis and projection of the Nova Scotia
residential construction sector. We project the base case and alternative scenarios for
residential construction demand and detailed occupation demand over the 2007 to 2026

period.

1.2 Methodology Overview

The projections are based on the Canmac Nova Scotia Residential Construction Model. A model
schematic is provided in Figure 1.1. The model components consist of:
1. Demand Module

2. Supply Module

Demand Module

The demand module provides estimates of residential housing starts, renovation and total
residential construction. The demand equation projections are based on an econometric based
model developed by Canmac Economics. The key equation is the residential construction

projections. It is this equation that drives the employment demands.

Employment Demand by Occupation

The total residential occupation employment demand is derived from four industries -
residential construction, non-residential construction, utility system construction and other
heavy and civil engineering construction. The model assumes that 100% of the occupation
demand for residential construction sector and a portion of the other sectors equal to the
portion that residential construction is to total building construction (79% based on the 2006

Census).
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Figure 1.1
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The residential construction cluster occupations equation are ratios of employment to output
using 2006 Census estimates. For the base case the assumption is for productivity growth to
equal zero but the model has an equation for alternative productivity assumptions.
Employment demand by occupation is quite detailed, it covers all four digit occupation

definitions.

Labour Force Supply Capability

The model predicts potential labour force supply using labour force sector specific participation
rates for major occupations. The labour force specific participation rates are defined as the
employed labour force to population for each of the five population groups. Data is from the

2001 Census.

1.3 Report Format
The report is provided in three (3) chapters including the present one. Chapter Two provides

the main analytical results. Chapter Three provides a summary of the main results and

conclusions. Appendix A provides a detailed forecast.
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Chapter Two - Analysis

2.1 Introduction

This chapter sets out the main analytical results. Section 2.2 provides a historical overview of
the residential construction sector. Section 2.3 presents the base case forecast. Section 2.4

provides risk sensitivity scenarios. Section 2.5 provides a economic sub-provincial outlook.

2.2  Historic Review

The Nova Scotia residential construction sector represents an important component of the
Nova Scotia economy. Chart 2.1 shows the total Nova Scotia housing starts from 1955 to 2006.
The chart reveals the volatile nature of this sector, with housing starts ranging from a low of
2,608 in 1967 to a high of 7,734 in 1973. Chart 2.2 provides a breakdown of housing starts by
type. The data reveals the dominance of single-detached which accounts for 56.31% of the
total in 2006, followed by apartment and other unit types at 31.27%. A more significant
measure of the economic importance is the constant dollar (97S) residential capital
construction for Nova Scotia over the 1971 to 2007 period. This data includes both the capital
expenditure for new construction and renovation expenditure estimates (repair and
maintenance). Whereas housing starts have been rather flat in recent years, renovation
expenditures have grown. Hence overall residential capital construction expenditures reached

over $1.4 billion by 2007.

The level of construction employment to meet demand reflects the volatile nature of the
sector. A time series of residential construction employment is not available, however, total
construction employment is provided. Chart 2.3 provides total Nova Scotia construction
employment over the 1971 - 2007 period. Construction industry employment has ranged from

a low of 19,009 in 1971 to a high of 28,200 in 2004.
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A key determinant of labour demand is productivity. Chart 2.4 shows output per employed
worker over the 1970 - 2007 period. Productivity growth reflects the volatile nature of the

industry with no discernable year to year trend. Over longer periods of time, the output per

worker has increased from $70,817 in 1974 to $152,336 in 1999.

s
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~
Chart 2.3: Nova Scotia Construction Employment
1970- 2007
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2.3 Nova Scotia Base Case Outlook
We present the Canmac outlook for the Nova Scotia residential construction sector as a base

case. This is followed by a risk sensitivity analysis that discusses the risks to the forecasts and

the forecast implications of alternative scenarios.

Nova Scotia Macro Outlook

Simulations with the Canmac Econometric Model show that the Nova Scotia economy is
expected to enter a sustained period of labour constrained growth. An indicator of this is
provided in Chart 2.5. Chart 2.5 shows the growth in the population segment 20-24 - the key
new entrant labour force cohort and the population segment 60-64 - the key labour force
retirement cohort. The population projections are based on a Statistics Canada population
projection for the 2006 to 2026 period. The projections show that the retirement population

will exceed the new entrant population after 2010.

Chart 2.5 - Nova Scotia Population Projections
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The flat population projections and the declining labour force population projections result in
the provincial economy having negative unemployment rates by 2016 if the economy continues
to grow at its historic 2.5% rate. This is of course, not feasible. Hence the economy will

contract to its potential output growth of 1.0%.

The macro economic indicators for our base case are as follows:
Population currently at 933,054 will slow to 916,221 by 2026.
Real Gross Domestic Product will average 1% over the 2008 to 2026 period.

Real Personal Income will average 1.1% over the forecast period.

P w N

Labour force growth will average 0.7% and employment growth 1.0% over the forecast
period. This will result in the unemployment rate falling to 2% by 2026.
5. Inflation rates are expected to remain within the Bank of Canada’s targets at 3% on

average.

Base Case Nova Scotia Residential Construction Sector Outlook

Our base case projection of the Nova Scotia residential construction sector demand links the
sector’s output indicators (housing starts, repair and renovation and residential construction) to
the macro environment via a set of econometric equations. The key drivers for housing starts
over the long run are personal income and demographics. Repair and renovation expenditures
are a function of the housing stock. While total residential construction expenditures are a

function of housing starts and repair and renovation expenditures.

The base case projections for sector demand are provided in Figure 2.1. The slow growth of the
Nova Scotia economy coupled with a decline in the population segment (25-44) that have a
high propensity to purchase new homes resulted in a sluggish growth in new housing starts.
The residential construction sector will see an increase in renovation expenditures with rising
incomes and an ageing population. As incomes rise, a vacation home becomes a viable option
for many. Related to this is the development of vacation homes in Nova Scotia for the non-

resident population. Recent announcements for the Louisburg area of 400 plus vacation

11
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executive homes is an example of this emerging market. Finally, ageing demographics will see
an increase in demand for senior housing. CMHC counts these facilities as residential housing
starts if they have a separate entrance and facilities otherwise they are included as institutional
housing and not counted as part of the residential sector. In any case, both of these segments
will see increased demand in the future. The overall result is that residential construction will

increase over the 2007 to 2026 period from $1,210.9 million (97$) to $1,526.0 million (975)

12
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Table 2.1
Residential Construction
Base Case Scenario

| 2006] 2007] 2008] 2009] 2010 2011] 2012] 2013 2014] 2015 2016

Residential Construction Demand

Housing Starts (2006 Headship) -> 4896.0] 3950.3| 3953.4] 3889.1| 3774.3 3654.7| 4025.5| 4089.6| 4045.3 3963.6 3869.8

Repair and Renovation (mill97$) -> 735.5 529.2 534.5 540.2 544.7 549.9 555.6 561.1 566.7 572.4 578.1

Residential Construction (mill97$) -> 1434.0] 1210.9| 1231.4| 1247.8] 1261.7| 1276.1| 1333.7| 1357.3| 1374.2 1389.8 1405.1
Residential Construction Occupation Demand
Carpenters Demand 4191.1] 3539.2| 3599.0] 3646.9] 3687.5| 3729.7| 3897.9] 3967.1| 4016.4 4061.9 4106.8
Construction trades helpers and labourery 1838.2| 1552.2| 15785 1599.4| 1617.3| 1635.8] 1709.6| 1739.9] 1761.5 1781.5 1801.2
Electricians (except industrial and power{ 1206.3] 1018.6| 1035.8] 1049.6] 1061.3 1073.4| 1121.9] 1141.8| 1156.0 1169.1 1182.0
Plumbers Demand 706.4 596.5 606.6 614.7 621.5 628.7 657.0 668.7 677.0 684.6 692.2
Other Demand 8294.0] 7003.8| 7122.2] 7217.0| 7297.3| 7380.8] 7713.8] 7850.7| 7948.3 8038.3 8127.2
Residential Construction Occupation Supply Capability
Carpenters Supply 4397.31 4404.4| 4405.8| 4404.8| 4403.3| 4399.2| 4381.5| 4363.8] 4346.2 4328.5 4310.8
Construction trades helpers and labourery 1872.7| 1872.9| 1870.4] 1866.2| 1861.7| 1857.1| 1845.2| 1833.4 1821.6 1809.8 1797.9
Electricians (except industrial and power 4 1406.6] 1409.2| 1410.4| 1410.7| 1410.0f 1407.9] 1400.3| 1392.8| 1385.3 1377.8 1370.3
Plumbers Supply 709.1 711.1 712.7 714.2 715.1 715.0 711.7 708.4 705.1 701.8 698.4
Other Supply 8537.3] 8546.4| 8545.01 8536.9] 8525.5| 8510.7| 8467.2| 8423.7| 8380.1 8336.6 8293.1

| 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Residential Construction Demand

Housing Starts (2006 Headship) -> 3711.4 3592.8 3489.8 3393.6 3301.2 2942.7 2759.4 2640.0 2544.8 2459.8

Repair and Renovation (mill97$) -> 583.9 589.8 595.7 601.6 607.6 613.7 619.8 626.0 632.3 638.6

Residential Construction (mill97$) -> 1415.1 1429.4 1444.8 1460.3 1476.0 1468.0 1479.1 1494.0 1509.9 1526.0
Residential Construction Occupation Demand
Carpenters Demand 4135.9 4177.8 4222.6 4268.1 4314.0 4290.6 4322.8 4366.6 4413.0 4460.0
Construction trades helpers and labourerg 1813.9 1832.3 1851.9 1871.9 1892.0 1881.8 1895.9 1915.1 1935.4 1956.1
Electricians (except industrial and power § 1190.3 1202.4 1215.3 1228.4 1241.6 1234.9 1244.2 1256.8 1270.1 1283.6
Plumbers Demand 697.1 704.2 711.7 719.4 727.1 723.2 728.6 736.0 743.8 751.8
Other Demand 8184.7 8267.7 8356.2 8446.3 8537.1 8490.8 8554.7 8641.3 8733.0 8826.2
Residential Construction Occupation Supply Capability
Carpenters Supply 4286.4 4261.9 4237.5 4213.1 4188.6 4159.8 4130.9 4102.0 4073.1 4044.2
Construction trades helpers and labourerg 1781.9 1765.9 1750.0 1734.0 1718.0 1702.1 1686.2 1670.3 1654.5 1638.6
Electricians (except industrial and power § 1359.8 1349.3 1338.9 1328.4 1317.9 1308.1 1298.3 1288.5 1278.7 1268.9
Plumbers Supply 692.8 687.2 681.6 676.0 670.4 665.0 659.6 654.2 648.7 643.3
Other Supply 8234.9 8176.8 8118.6 8060.5 8002.3 7940.9 7879.5 7818.1 7756.7 7695.2

13
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Figure 2.1: Base Case Projections for Sector Demand
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Figure 2.2: Labour Demand by Major Occupation - Base Case

Base Case - Carpenters Base Case - Construction Trades Helpers & Labourers
Supply vs Demand Supplyvs Demand
4500 4500 2000 2000
4000 fl\l > 4000 1800 - 1800
3500 3500 1600 - 1600
3000 3000 1400 - 1400
2500 2500 1200 1200
2000 2000 1000 ~ 1000
800 - 800
1500 1500 600 1 L 600
1000 1000 200 - L 400
500 500 200 1 r 200
0 il e inefiinniin 0 0+ e e A ]
o 0 o o~ < o o0 o o~ < o WM™~ OO " N OM<T N OMN~NOWO O A N M T 1 O
o o - - - - - N o~ o~ o~ O 0O 0 O = ™ o o =+ o o o o4 o4 NN & &N &N &N NN
o o o o o o o o o o o O O OO OO0 0O 0000000000 o0 OO o o
o~ o~ o~ o~ ~N ~N ~ ~N ~N ~N ~N N N AN AN NN AN NN NN NN NN NN
W Construction trades helpers and labourers Supply
mmmm Carpenters Supply Carpenters Demand Construction trades helpers and labourers Demand
Base Case - Electricians (exceptindustrial and Base Case - Plumbers
power system) Supply vs Demand Supply vs Demand
1500 1500 800 800
1] 700 - — | 700
1250 1250 p
'\I » 600 -+ 600
1000 1000 s00 | <00
750 750 400 400
500 500 300 300
200 ¢ -~ 200
250 250 100 M 100
0 e L s s s e e e e e L 0 0 + L e e e T —+ 0
o 0 o o~ < o 0 o o~ < o WM™~V O A N M <T N OMN~NOWO O —+ N M I 1 O
o o - - - - - N o o~ o~ O O 0 O o ™ ™o o =+ o o o o o4 NN &N &N &N &N NN
o o o o o o o o o o o O O O O 0O OO0 00 00000000 o OO o o
o~ o~ o~ ~N ~N ~N o~ o~ o~ ~N o~ N N AN AN AN NN NN NN NN NN NN NN N
mmm—Electricians (except industrial and power system) Supply
Electricians (except industrial and power system) Demand mm— Plumbers Supply Plumbers Demand
Base Case - Other
Supplyvs Demand
9000 9000
8000 - 8000
7000 = - 7000
6000 - —+ 6000
5000 - —+ 5000
4000 - -+ 4000
3000 - —+ 3000
2000 - —+ 2000
1000 - + 1000
0 - T B e e e NN B s e e —+ 0
WM™V O A ANMIT N OMNOWOO N M N O
OO0 00 d ™o ot dddd AN AN AN AN AN AN N
O 0O 0O 000000000000 00 OO0 oo
N AN AN AN AN AN AN AN AN AN NN~
mmmmm Other Supply Other Demand

15




June 25/08 - Nova Scotia Residential Construction Sector | 2008

The increase in demand for residential construction will result in an increase in demand for
labour. Figure 2.2 shows the labour demand by major occupation. Figure 2.2 also shows the
project labour supply capability. For each occupation we observe that labour demand will
exceed labour supply during the forecast period:

e carpenters by 2019;

e construction trades and helpers and labourers by 2016;

e electricians by 2025;

e plumbers by 2017, and

e other by 2017.

2.4  Risk Sensitivity Scenarios

It is equally important for strategic planning to not only assess a base case but to quantify how
sensitive the base case forecast is to alternative assumptions. In this section we present two

alternative scenarios.

Scenario C is a pessimistic scenario that in fact is considered the most likely scenario by
forecasters such as the Conference Board. Over the long run housing starts are driven by
demographics. As the overall population ages, it moves out of those age groups that have the
highest propensity to demand new housing. Figure 2.3 shows Canmac’s forecast of housing
starts as a function of demographics only. Under this assumption, housing starts drop from
almost 5,000 in 2006 to under 1,000 by 2026. This represents a significant decrease in
residential construction demand. Our Scenario C assumption is that residential construction

will decrease by 1% per year over the forecast period after 2011.

Table 2.2 shows the Scenario C implications for occupation demand. Under Scenario C, there is
an excess supply of labour for all occupations. The demographic impact of lower supply is out-

weighted by the demographic impact on reduced housing demand.

16
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Table 2.2
Residential Construction
Scenario C
| 2006] 2007] 2008] 2009] 2010] 2011 2012] 2013] 2014] 2015] 2016
Residential Construction Demand
Housing Starts (2006 Headship) -> 4896.0) 3950.3] 3953.4] 3889.1| 3774.3| 3654.7| 2184.01 2279.0] 2304.0| 2266.0f 2312.0
Repair and Rennovation (mill97$) -> 735.5 529.2 534.5 540.2 544.7 549.9 555.6 561.1 566.7 572.4 578.1
Residential Construction (mill97$) -> 1434.0] 1210.9| 1231.4| 1247.8] 1261.7| 1276.1] 1263.3| 1250.7] 1238.2| 1225.8| 1213.6
Residential Construction Occupation
Demand
Carpenters Demand 4191.1| 3539.2] 3599.0] 3646.9] 3687.5| 3729.7| 3692.4] 3655.5| 3618.9| 3582.7| 3546.9
Construction trades helpers & labourers
Demand 1838.2] 1552.2| 1578.5| 1599.4] 1617.3] 1635.8] 1619.4 1603.2] 1587.2] 1571.3] 1555.6
Electricians (except industrial and power
system) Demand 1206.3] 1018.6f 1035.8| 1049.6] 1061.3] 1073.4| 1062.7| 1052.1] 1041.6|] 1031.1]f 1020.8
Plumbers Demand 706.4 596.5 606.6 614.7 621.5 628.7 622.4 616.1 610.0 603.9 597.8
Other Demand 8294.0 7003.8] 7122.2] 7217.0| 7297.3| 7380.8] 7307.01 7233.9] 7161.6| 7090.0f 7019.1
Residential Construction Occupation
Supply Capability
Carpenters Supply 4397.3| 4404.4] 4405.8] 4404.8| 4403.3| 4399.2| 4381.5| 4363.8] 4346.1| 4328.4| 4310.8
Construction trades helpers & labourers
Supply 1872.7| 1872.9| 1870.4| 1866.2| 1861.7| 1857.1] 1845.2| 1833.4] 1821.6| 1809.8| 1797.9
Electricians (except industrial and power
system) Supply 1406.6] 1409.2| 1410.4| 1410.7| 1410.0] 1407.9| 1400.3| 1392.8] 1385.3|] 1377.8| 1370.3
Plumbers Supply 709.1 711.1 712.7 714.2 715.1 715.0 711.7 708.4 705.1 701.8 698.4
Other Supply 8537.3| 8546.4| 8545.01 8536.9] 8525.5| 8510.7| 8467.2| 8423.7| 8380.2] 8336.7| 8293.1
| 2017] 2018] 2019] 2020] 2021] 2022 2023] 2024 2025] 2026
Residential Construction Demand
Housing Starts (2006 Headship) -> 1725.0] 1695.0/ 1692.0f 1731.0| 1647.0 785.0 818.0 872.0 842.0 908.0
Repair and Rennovation (mill97$) -> 583.9 589.8 595.7 601.6 607.6 613.7 619.8 626.0 632.3 638.6
Residential Construction (mill97$) -> 1201.4| 1189.4| 1177.5| 1165.7 1154.1] 1142.6( 1131.1] 1119.8| 1108.6] 1097.5
Residential Construction Occupation
Demand
Carpenters Demand 3511.4| 3476.3| 3441.5| 3407.1 3373.1] 3339.3| 3305.9| 3272.9| 3240.1| 3207.7
Construction trades helpers & labourers
Demand 1540.0] 1524.6| 1509.4| 1494.3 1479.4] 1464.6( 1449.9] 1435.4| 1421.1] 1406.9
Electricians (except industrial and power
system) Demand 1010.6] 1000.5 990.5 980.6 970.8 961.1 951.5 942.0 932.5 923.2
Plumbers Demand 591.9 585.9 580.1 574.3 568.5 562.9 557.2 551.7 546.1 540.7
Other Demand 6948.9| 6879.4| 6810.6] 6742.5( 6675.1] 6608.3| 6542.3| 6476.8] 6412.1| 6347.9
Residential Construction Occupation
Supply Capability
Carpenters Supply 4286.4| 4262.01 4237.6| 4213.2| 4188.6| 4159.8| 4130.9| 4102.0| 4073.1| 4044.2
Construction trades helpers & labourers
Supply 1781.9| 1765.9] 1749.9| 1733.9| 1718.0] 1702.1| 1686.2] 1670.4| 1654.5| 1638.6
Electricians (except industrial and power
system) Supply 1359.8| 1349.3| 1338.9| 1328.4| 1317.9| 1308.1| 1298.3| 1288.5| 1278.7| 1268.9
Plumbers Supply 692.8 687.2 681.6 676.0 670.4 665.0 659.6 654.2 648.7 643.3
Other Supply 8234.9| 8176.8| 8118.6] 8060.5| 8002.3| 7940.9| 7879.5| 7818.1| 7756.7| 7695.2
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Figure 2.3: Scenario C Projections for Sector Demand
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Figure 2.4: Labour Demand by Major Occupation - Scenario C
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Scenario B shows the impact of keeping residential construction demand at its 2006 levels for
the entire forecast period. Under this no growth scenario we find that demand exceeds supply
but later than in the base case. A review of Figure 2.6 shows that:

e carpenter demand exceeds supply by 2021;

e construction trades, etc. exceeds supply by 2012;

e electricians do not exceed supply;

e plumbers exceed supply by 2012; and

e other occupations exceed supply by 2017.
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Table 2.3
Residential Construction
Scenario B
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Residential Construction Demand
Housing Starts (2006 Headship) -> 4896.0 3950.3 3953.4 3889.1 3774.3 3654.7 4025.5 4089.6 4045.3 3963.6 3869.8
Repair and Rennovation (mill97$) -> 1060.8 529.2 534.5 540.2 544.7 549.9 555.6 561.1 566.7 572.4 578.1
Residential Construction (mill97$) -> 1434.0] 1434.0| 1434.0f 1434.0] 14340 1434.0] 14340 1434.0| 1434.0] 1434.0] 1434.0
Demand
Carpenters Demand 4191.1 4191.1 4191.1 4191.1 4191.1 4191.1 4191.1 4191.1 4191.1 4191.1 4191.1
Construction trades helpers and labourers
Demand 1838.2 1838.2 1838.2 1838.2 1838.2 1838.2 1838.2 1838.2 1838.2 1838.2 1838.2
Electricians (except industrial and power
system) Demand 1206.3 1206.3 1206.3 1206.3 1206.3 1206.3 1206.3 1206.3 1206.3 1206.3 1206.3
Plumbers Demand 706.4 706.4 706.4 706.4 706.4 706.4 706.4 706.4 706.4 706.4 706.4]
Other Demand 8187.6 8187.6 8187.6 8187.6 8187.6 8187.6 8187.6 8187.6 8187.6 8187.6 8187.6
Residential Construction Occupation Supply
Capability
Carpenters Supply 4397.3 4404.4 4405.8 4404.8 4403.3 4399.2 4381.5 4363.8 4346.2 4328.5 4310.8
Construction trades helpers and labourers
Supply 1872.7 1872.9 1870.4 1866.2 1861.7 1857.1 1845.2 1833.4 1821.6 1809.8 1797.9
Electricians (except industrial and power
System) Supply 1406.6 1409.2 1410.4 1410.7 1410.0 1407.9 1400.3 1392.8 1385.3 1377.8 1370.3
Plumbers Supply 709.1 7111 712.7 714.2 715.1 715.0 711.7 708.4 705.1 701.7 698.4
Other Supply 8537.3 8546.4 8545.0 8536.9 8525.5 8510.7 8467.2 8423.6 8380.1 8336.6 8293.1
2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
Residential Construction Demand
Housing Starts (2006 Headship) -> 3711.4] 3592.8| 3489.8| 3393.6] 3301.2| 2942.7| 2759.4| 2640.0| 2544.8] 2459.8
Repair and Rennovation (mill97$) -> 583.9 589.8 595.7 601.6 607.6 613.7 619.8 626.0 632.3 638.6
Residential Construction (mill97$) -> 1434.0 1434.0 1434.0 1434.0 1434.0 1434.0 1434.0 1434.0 1434.0 1434.0
Demand
Carpenters Demand 4191.1 4191.1 4191.1 4191.1 4191.1 4191.1 4191.1 4191.1 4191.1 4191.1
Construction trades helpers and labourers
Demand 1838.2] 1838.2] 1838.2 1838.2 1838.2 1838.2 1838.2 1838.2 1838.2] 1838.2
Electricians (except industrial and power
system) Demand 1206.3| 1206.3] 1206.3 1206.3 1206.3 1206.3 1206.3 1206.3| 1206.3] 1206.3
Plumbers Demand 706.4 706.4 706.4 706.4 706.4 706.4 706.4 706.4 706.4 706.4
Other Demand 8187.6] 8187.6| 8187.6| 8187.6| 8187.6| 8187.6| 8187.6] 8187.6| 8187.6] 8187.6
Residential Construction Occupation Supply
Capability
Carpenters Supply 4286.4 4261.9 4237.5 4213.1 4188.6 4159.8 4130.9 4102.0 4073.1 4044.2
Construction trades helpers and labourers
Supply 17819 1765.9] 1750.0 1734.0f 1718.0] 1702.1] 1686.2 1670.4| 1654.5| 1638.6
Electricians (except industrial and power
System) Supply 1359.8| 1349.3| 1338.9| 1328.4| 1317.9| 1308.1] 1298.3 1288.5 1278.7| 1268.9
Plumbers Supply 692.8 687.2 681.6 676.0 670.4 665.0 659.6 654.2 648.7 643.3
Other Supply 8234.9] 8176.8] 8118.6] 8060.4] 8002.3] 7940.9| 7879.5| 7818.1| 7756.7| 7695.2
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Figure 2.5: Scenario B Projections for Sector Demand
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Figure 2.6: Labour Demand by Major Occupations - Scenario B
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2.5  Sub-provincial Outlook
This section of the report examines the sub-provincial economic outlook. Qur approach is to

first provide a historical review of the construction sector and demographic trends by economic
sub-region. This is followed by forecasts for each economic region. The forecasts are derived
based on share allocation equations of the provincial totals. Figure 2.7 shows the provincial

economic region boundaries.

Figure 2.7: Provincial Economic Region Boundaries
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Construction Industry Employment Distribution by Economic Region

The distribution of construction employment throughout Nova Scotia’s economic regions has
fluxuated from year to year driven mainly by major projects. Though the distribution has
fluxuated, a trend towards more concentration in the Halifax Region is quite evident. In 1987
the Halifax Region’s percent of provincial construction employment was 39.3%, by 2007 this has
climbed to 46.7%. During the same period all other regions have experienced a decline in their
share of provincial construction employment with the Cape Breton Region 14.5% down to
11.8% and the Southern Region 14.1% down to 11.0% experiencing the greatest declines.

Nova Scotia construction industry employment distribution by economic region is presented in

Table 2.4.
Table 2.4: Construction Industry Employment by Economic Region
Distribution (% of N.S.)
Cape North Annapolis .
Year Nov_a Bre![)on Shore Vallzy Southern Haln_‘ax
Scotia Redi Redi Region Region Region
gion egion egio
1987 100.0% 14.5% 15.0% 17.1% 14.1% 39.3%
1988 100.0% 13.6% 20.5% 15.5% 12.5% 37.5%
1989 100.0% 14.9% 20.3% 16.9% 12.6% 34.9%
1990 100.0% 14.1% 18.4% 17.2% 13.3% 37.1%
1991 100.0% 15.3% 17.1% 16.7% 14.0% 36.5%
1992 100.0% 19.9% 16.5% 17.0% 15.5% 30.6%
1993 100.0% 13.9% 21.4% 16.9% 12.9% 34.8%
1994 100.0% 12.0% 18.8% 17.3% 14.4% 37.5%
1995 100.0% 17.8% 16.8% 15.3% 14.4% 35.6%
1996 100.0% 12.7% 12.7% 17.3% 12.7% 44.2%
1997 100.0% 16.2% 16.7% 16.2% 13.8% 37.1%
1998 100.0% 12.4% 17.7% 14.8% 16.3% 38.3%
1999 100.0% 12.6% 17.7% 15.3% 11.6% 42.8%
2000 100.0% 14.7% 16.4% 13.9% 13.0% 41.6%
2001 100.0% 11.0% 14.6% 18.7% 12.6% 42.7%
2002 100.0% 11.3% 16.7% 19.6% 11.7% 40.4%
2003 100.0% 9.4% 16.3% 16.7% 14.3% 43.3%
2004 100.0% 11.0% 16.0% 17.7% 11.0% 44.3%
2005 100.0% 9.4% 17.7% 14.1% 11.2% 47.7%
2006 100.0% 12.1% 15.0% 16.8% 11.7% 44.7%
2007 100.0% 11.8% 14.3% 16.2% 11.0% 46.7%
Average 1987-1997 100.00% 15.00% 17.64% 16.67% 13.66% 36.83%
Average 1998-2007 100.00% 11.55% 16.24% 16.39% 12.44% 43.24%
Average 1987-2007 100.00% 13.36% 16.97% 16.54% 13.08% 39.88%
Source: Labour Force Historical Review, 2007 Table 33; Statistics Canada 71f0004xcb.
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Economic Region Demand Outlook

Table 2.5 shows the projected Nova Scotia population to 2026. Population is projected to
exhibit rather flat growth rising from 913,450 in 2006 to 916,221 by 2026. The share of
population growth by economic region shows a dramatic shift to the Halifax Region. The
Halifax Region has 44.4% of the Nova Scotia population by 2026. All other regions are

projected to show declines in their share of the Nova Scotia population.

Table 2.5: Population Projections: Economic Regions as a % of Total Nova Scotia
Annapolis South
Year Nova Scotia Cape Breton Halifax North Shore Valley Shore
2007 933,054 15.51% 41.13% 16.99% 13.26% 13.11%
2008 932,936 15.40% 41.36% 16.93% 13.24% 13.06%
2009 932,818 15.29% 41.60% 16.87% 13.22% 13.02%
2010 932,699 15.18% 41.83% 16.81% 13.20% 12.97%
2011 932,581 15.07% 42.07% 16.75% 13.18% 12.93%
2012 932,287 14.98% 42.26% 16.70% 13.17% 12.89%
2013 931,994 14.89% 42.45% 16.65% 13.15% 12.86%
2014 931,700 14.79% 42.64% 16.60% 13.14% 12.82%
2015 931,407 14.70% 42.84% 16.56% 13.12% 12.79%
2016 931,113 14.61% 43.03% 16.51% 13.11% 12.75%
2017 930,331 14.53% 43.18% 16.47% 13.10% 12.72%
2018 929,548 14.45% 43.33% 16.43% 13.09% 12.70%
2019 928,766 14.37% 43.48% 16.39% 13.08% 12.67%
2020 927,983 14.30% 43.63% 16.35% 13.08% 12.64%
2021 927,201 14.22% 43.78% 16.32% 13.07% 12.61%
2022 924,877 14.14% 43.91% 16.29% 13.07% 12.59%
2023 922,681 14.07% 44.04% 16.26% 13.06% 12.57%
2024 920,485 14.01% 44.16% 16.23% 13.06% 12.54%
2025 918,289 13.94% 44.28% 16.21% 13.05% 12.52%
2026 916,221 13.89% 44.40% 16.18% 13.04% 12.49%
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2.5.1 Annapolis Valley Region
The Annapolis Valley Region will exhibit a modest increase in demand for residential

construction occupations over the forecast period. This demand coupled with a declining

labour force due to retirements will see a tight labour market over the forecast period.

-
napolis Valley

EconomiQ\Region ,

Table 2.6: Economic Region Supply/Demand Outlook 2007 - 2026
Annapolis Valley Economic Region
Electricians
(except
Construction | industrial and
trades helpers power
Carpenters and labourers system) Plumbers Other
Year Demand Demand Demand Demand Demand
2006 562.8 246.8 162.0 94.9 1113.7
2007 469.5 205.9 135.1 79.1 929.0
2008 476.6 209.0 137.2 80.3 943.2
2009 482.2 211.5 138.8 81.3 954.2
2010 486.8 213.5 140.1 82.0 963.3
2011 491.5 215.6 141.5 82.9 972.7
2012 513.2 225.1 147.7 86.5 1015.5
2013 521.7 228.8 150.2 87.9 1032.4
2014 527.6 231.4 151.9 88.9 1044.2
2015 533.0 233.8 153.4 89.8 1054.9
2016 538.4 236.1 154.9 90.7 1065.4
2017 541.8 237.6 155.9 91.3 1072.2
2018 547.0 239.9 157.4 92.2 1082.4
2019 552.5 242.3 159.0 93.1 1093.4
2020 558.1 244.8 160.6 94.1 1104.5
2021 563.8 247.2 162.3 95.0 1115.6
2022 560.6 245.9 161.3 94.5 1109.3
2023 564.6 247.6 162.5 95.2 1117.3
2024 570.1 250.0 164.1 96.1 1128.2
2025 576.0 252.6 165.8 97.1 1139.8
2026 581.8 255.2 167.5 98.1 1151.4
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2.5.2 Cape Breton Region
The Cape Breton Region is projected to exhibit a modest decline in occupational demand over

the forecast period. This will result in a lessening of supply constraints than would otherwise

be the case but supply will remain tight given the ageing of the labour force.

LY

Cape Breton
Economic }-
Region :

Table 2.7: Economic Region Supply/Demand Outlook 2007 - 2026
Cape Breton Economic Region
Electricians
(except
Construction | industrial and
trades helpers power
Carpenters and labourers system) Plumbers Other
Year Demand Demand Demand Demand Demand

2006 652.9 286.4 187.9 110.0 1292.1
2007 548.9 240.8 158.0 92.5 1086.3
2008 554.3 2431 159.5 93.4 1096.9
2009 557.6 244.6 160.5 94.0 1103.5
2010 559.8 2455 161.1 94.4 1107.8
2011 562.1 246.5 161.8 94.7 1112.4
2012 583.9 256.1 168.0 98.4 1155.4
2013 590.5 259.0 170.0 99.5 1168.6
2014 594.2 260.6 171.0 100.1 1175.8
2015 5971 261.9 171.9 100.6 1181.7
2016 599.9 263.1 172.7 101.1 1187.2
2017 600.9 263.6 173.0 101.3 1189.2
2018 603.8 264.8 173.8 101.8 1194.8
2019 606.9 266.2 174.7 102.3 1201.1
2020 610.2 267.6 175.6 102.8 1207.5
2021 613.3 269.0 176.5 103.4 1213.8
2022 606.7 266.1 174.6 102.3 1200.6
2023 608.4 266.8 175.1 102.6 1204.1
2024 611.7 268.3 176.1 103.1 1210.6
2025 615.3 269.9 177.1 103.7 1217.6
2026 619.4 271.7 178.3 104.4 1225.8
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2.5.3 Halifax Region
The Halifax Region will experience increased demand for residential construction workers. This

will result in a significant supply/demand constraint as the supply side contracts.

i\\

alifax
Economic
Region =

v~

Table 2.8: Economic Region Supply/Demand Outlook 2007 - 2026
Halifax Economic Region
Electricians
(except
Construction | industrial and
trades helpers power
Carpenters and labourers system) Plumbers Other
Year Demand Demand Demand Demand Demand
2006 1710.8 750.3 492.4 288.4 3385.5
2007 1455.6 638.4 418.9 245.3 2880.5
2008 1488.6 652.9 428.4 250.9 2945.9
2009 1517.0 665.3 436.6 255.7 3002.0
2010 1542.5 676.5 444.0 260.0 3052.6
2011 1568.9 688.1 451.6 264.5 3104.8
2012 1647.2 722.4 4741 277.6 3259.7
2013 1684.1 738.6 484.7 283.9 3332.6
2014 1712.7 751.2 492.9 288.7 3389.4
2015 1739.9 763.1 500.8 293.3 3443.2
2016 1767.1 775.0 508.6 297.8 3496.9
2017 1785.8 783.2 514.0 301.0 3534.0
2018 1810.2 793.9 521.0 305.1 3582.3
2019 1836.0 805.2 528.4 309.5 3633.4
2020 1862.3 816.8 536.0 313.9 3685.4
2021 1888.9 828.4 543.6 318.4 3737.9
2022 1884.1 826.3 542.3 317.6 3728.5
2023 1903.6 834.9 547.9 320.9 3767.1
2024 1928.2 845.7 555.0 325.0 3815.9
2025 1954.2 857.1 562.4 329.4 3867.2
2026 1980.3 868.5 569.9 333.8 3918.8
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2.5.4 North Shore Region
The North Shore Region demand for residential construction occupations will remain essentially
flat over the forecast horizon. With a contracting labour force supply, the region will see a tight

labour market relative to other regions with the exception of the Halifax Region.

Table 2.9: Economic Region Supply/Demand Outlook 2007 - 2026
North Shore Economic Region
Electricians
(except
Construction | industrial and
trades helpers power
Carpenters and labourers system) Plumbers Other
Year Demand Demand Demand Demand Demand

2006 717.9 314.9 206.6 121.0 1420.7
2007 601.3 263.7 173.1 101.4 1190.0
2008 609.4 267.2 175.4 102.7 1205.9
2009 615.3 269.9 177.1 103.7 1217.6
2010 619.9 271.9 178.4 104.5 1226.8
2011 624.8 274.0 179.8 105.3 1236.5
2012 651.1 285.6 187.4 109.7 1288.5
2013 660.7 289.8 190.2 111.4 1307.5
2014 666.9 292.5 191.9 112.4 1319.8
2015 672.5 294.9 193.5 113.3 1330.8
2016 677.9 297.3 195.1 114.3 1341.5
2017 681.1 298.7 196.0 114.8 1347.9
2018 686.4 301.1 197.6 115.7 1358.4
2019 692.2 303.6 199.2 116.7 1369.8
2020 698.0 306.1 200.9 117.7 1381.4
2021 703.9 308.7 202.6 118.6 1393.0
2022 699.0 306.6 201.2 117.8 1383.2
2023 703.0 308.3 202.3 118.5 1391.3
2024 708.9 310.9 204.0 119.5 1402.9
2025 715.2 313.7 205.8 120.5 1415.3
2026 721.5 316.4 207.6 121.6 1427.7
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2.5.5 Southern Region

The Southern Region will exhibit flat growth over the forecast horizon. Nonetheless, the labour

market will also tighten given our projected declines in the labour force supply.

Southern
Economic Region

‘\

Table 2.10: Economic Region Supply/Demand Outlook 2007 - 2026
Southern Economic Region
Electricians
(except
Construction | industrial and
trades helpers power
Carpenters and labourers system) Plumbers Other
Year Demand Demand Demand Demand Demand
2006 546.8 239.8 157.4 92.2 1082.1
2007 463.9 203.4 133.5 78.2 918.0
2008 470.1 206.2 135.3 79.2 930.4
2009 474.8 208.2 136.6 80.0 939.6
2010 478.4 209.8 137.7 80.6 946.8
2011 482.3 211.5 138.8 81.3 954.4
2012 502.6 220.4 144.7 84.7 994.7
2013 510.1 223.7 146.8 86.0 1009.5
2014 515.0 225.9 148.2 86.8 1019.2
2015 519.4 227.8 149.5 87.5 1027.8
2016 523.6 229.6 150.7 88.3 1036.2
2017 526.2 230.8 151.4 88.7 1041.3
2018 530.4 232.6 152.7 89.4 1049.6
2019 534.9 234.6 154.0 90.2 1058.6
2020 539.5 236.6 155.3 90.9 1067.7
2021 544 1 238.6 156.6 91.7 1076.8
2022 540.2 236.9 155.5 91.1 1069.0
2023 543.2 238.2 156.3 91.6 1075.0
2024 547.6 240.2 157.6 92.3 1083.8
2025 552.4 242.3 159.0 93.1 1093.1
2026 557.1 244.3 160.3 93.9 1102.4
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Chapter Three - Summary and Conclusions

This chapter provides the summary and conclusions of the analysis provided in the previous

chapter.

Summary

Our base case scenario and sensitivity analysis of the base case reveal that despite a projected
slowing in residential construction demand Nova Scotia Residential Construction will exhibit
significant occupational supply shortages. There is however a window of opportunity before
the labour shortages materialize. A tighter labour market will be a feature of the market over
the entire forecast period. Tightening will become critical (demand exceeding supply) after

2015 for many of the occupations.

The economic region likely to be most impacted by projected shortages is the Halifax Region

since this region is projected to have the greatest increases in demand.

Conclusions

Our projected labour shortages for the residential construction sector is a conservative
estimate. We have provided projections using actual labour supply demand balances. In fact, a
full employment balance would also make allowance for a normal unemployment rate - usually
3% to reflect workers moving between jobs etc. Allowance for this would move the labour
shortage issue earlier than we have reported. Also, the projected residential construction
labour market tightness will be a characteristic for the macro-economy not unique to the
residential construction sector. In this environment, there will be a stronger tendency to bid
away residential construction workers to other sectors further contracting supply than our base

case projections.
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In conclusion, it is likely that human resource management will become the number one
strategic issue facing the residential construction sector. There are three (3) main ways to solve
this problem, 1) productivity, 2) increase labour supply from migration, and 3) increase labour
supply by increasing participation rates particularly older workers. Increasing labour supply will
work through a combination of these channels. It will likely require increased training, wages
or profit sharing and innovative ways of more effectively using the workforce if it is to be

successful.
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Appendix A - Detailed Occupations - Base Case
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Appendix B - Detailed Occupations - Scenario B
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Appendix C - Detailed Occupations - Scenario C
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Appendix D - Nova Scotia Population Projections
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Appendix E - Residential Cluster
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Appendix E - Residential Cluster

Statistics Canada Census data defines the construction industry as consisting of the following

sectors:

e Residential building construction;

e Non-residential building construction;

e Utility system construction;

e Land subdivision;

e Highway, street and bridge construction;

e Other heavy and civil engineering construction;

e Foundation, structure and building exterior contractors;
e Building equipment contractors;

e Building finishing contractors, and

e Other specialty trade contractors.

The demand for labour that works in residential construction is greater than that defined by
Statistics Canada as residential construction. Residential construction also employs labour from
the other construction sectors. We have estimated the direct labour employed from other
sectors by applying the ratio of residential construction employment to total residential and
non-residential construction. For Nova Scotia, this ratio is 0.79. We therefore define the
residential cluster employment as the sum of residential construction employment plus 79% of
the employment from:

e Carpenters;

e Construction trades helpers and labourers;

e Electricians (except industrial and power system), and

e Plumbers.
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Appendix F - Nova Scotia Macro Base Case Forecast
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