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An analysis of building construction based on

building permits statistics

Economic and monetary union requiresa broad
range of statisticsto measure developments
within the euro area and for the common
monetary policy. The coreindicators, for this
purpose, arethe principal European economic
indicators (PEEIs) established in 2002. A review
in 2008 highlighted the lack of statistics on the
housing market and as a consequence three
housing related indicator s wer e added to thelist
of PEEISs, including one on building permits.

A building permit is an authorisation to start work
on abuilding project, and as such is the final stage
of authorisation prior to the start of work. The
objective of building permitsindicesisto assess
the development of construction activity. Two
building permits indices are required by the STS
Regulation, one for the number of dwellings for
which permits have been issued covering
residential buildings, and the other for the useful
floor area authorised which covers all types of
buildings.

During the last ten years, the EU-27 building
permits indices climbed from alow around the end
of 2001/beginning of 2002 to peaks during 2006
and the first quarter of 2007, after which the
indicesfell. The index based on the number of
dwellings recorded growth in most quarters during
the second half of 2009 and the first half of 2010;
the building areaindex recorded itsfirst positive
rate of change in the second quarter of 2010
following 12 consecutive negative quarter on
guarter rates of change.

This overall development reflects the impact of the
recent economic and financia crisis. The depth of
the downturn since 2007 may be dueto a
combination of factorsin different countries, for
example the previous oversupply of construction,
reduced consumer and business confidence
delaying investment plans, constrained finance
from credit lenders during the crisis to finance
building work, and cutsin public spending.

Figure 1: Building permits indices, seasonally adjusted (2005=100)
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Developments of building permits during the construction business cycle

Particularly strong growth was recorded in the
EU-27's number of dwellings index in 2003 and
2004, and between 2002 and 2006 overall growth

of 34 % was recorded. In contrast the negative rates

of change recorded in 2007, 2008 and 2009
together cut the level of thisindex in half.

Generally the building areaindex recorded a

smaller annual rate of change than the number of
dwellings index, regardless of whether the change

was positive or negative. Nevertheless, for the EU-

27, the rate of change for the building area index
was larger in some years (2002 and 2006). The
generally higher rates of the dwellings index may
be due to its narrower coverage and/or to changes
overtime in the average size of dwellings.

Certainly the coverage has an impact, as Table 1
shows that for the building areaindex the rates of
change for residentia buildings were greater than
for non-residential buildings during this period.
The EU-27 building area index shows a sustained
period of year on year increases for residential
buildings from 2003 to 2006, followed by three
consecutive year on year decreases. In contrast,
during the period from 2000 to 2009 the index for
non-residential buildings was less regular, with
more frequent changes between positive and
negative rates of change. Although the rates of
change for non-residential buildings were generally
small, the subindex for office buildings was
relatively volatile as annual rates of change were
often in excess of +/- 10 %.

Figure 2: Building permits indices, rate of change compared with previous year, gross (%)
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Table 1: Building area index, rate of change compared with previous year, gross (%)

Buildings : -2.0 -4.5 4.0 4.8 1.7 7.1 -2.9 -184 -20.5

Residential buildings 1.8 -4.2 0.0 9.9 8.2 4.0 5.3 -9.4 -26.4 -20.3

One-dwelling 15 -4.5 -1.9 4.5 2.2 0.1 3.0 -11.7 -22.2 -18.8

N Two- and more dwellings 9.3 -43 20 168 146 7.6 99 72 -264 -198

a Residences for communities : -9.1 -9.0 149 -0.4 -3.5 56 199 -6.8 -33.0

Non-residential buildings 0.2 2.0 -8.2 -2.0 1.4 -1.0 122 6.2 -12.2 -21.0

Office buildings 13.0 120 -18.8 -4.6 -14.0 -6.6 259 114 -0.3 -325

Other non-residential -0.2 0.9 -7.0 -1.5 2.7 -0.8  11.7 58 -13.4 -18.6

Buildings : -3.9 -5.0 3.8 3.7 2.5 8.0 -4.2 -20.3 -23.7

Residential buildings 25 -7.3 0.4 9.9 7.0 4.4 49 -10.2 -249 -226

s One-dwelling 5.5 -6.7 -0.4 6.7 3.1 2.4 29 -139 -186 -205

© Two- and more dwellings 6.7 -8.3 -0.5 123 9.0 4.6 9.8 -7.0 -25.7 -20.3

g Residences for communities -11.1 -7.8 141 1.2 -5.2 4.7 234 -9.4  -31.9

w | Non-residential buildings 1.8 1.7 -9.6 -2.9 0.0 -0.4 158 58 -14.8 -239

Office buildings 21.5 15.1 -21.5 -2.8 -16.5 -9.2 34.3 16.2 -1.4  -33.7

Other non-residential 1.7 0.2 -8.2 -2.6 1.6 0.0 15.2 49 -16.2 -20.9
Source: Eurostat (sts_cobpar_a)
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Table 2: Building permits indices, rate of change compared with previous year, gross (%)

2003 2004 2005 2006 2007 2008 2009 | 2003 2004 2005 2006 2007 2008 2009
EU-27 96 97 45 59 -98 -27.1 -234 40 48 17 71 -29 -184 -205
Euro area 97 91 53 59 -10.3 -25.5 -22.9 38 37 25 80 -42 -20.3 -23.7
Belgium 79 151 142 3.3 -120 -3.5 -13.2 -70 215 38 15 24 -29 -77
Bulgaria 20.7 102.1 546 614 209 -231 -59.3( 51.2 648 333 373 231 -169 -495
Czech Republic 129 47 49 87 21 02 -172| 139 35 15 180 -11 -0.2 -264
Denmark 144 82 193 -15 -335 -37.0 -52.9 20 59 174 16.8 -20.1 -149 -38.3
Germany 82 -104 -105 24 -276 -54 3.0 15 93 -75 7.0 -113 6.7 -99
Estonia 8.4 1749 -2.7 404 -30.9 -38.7 -61.8 -42 779 55 318 -7.1 -17.7 -429
Ireland 13.2 295 -23 -20.7 7.2 -20.0 -40.1 45 243 6.8 -35 243 -30.0 -394
Greece -05 -5.1 69.1 -39.7 -18.8 -23.2 -255 : : -28.1 -7.3 -18.3 -28.5
Spain 16.8 152 111 219 -151 -57.2 -51.0| 128 105 8.3 21.1 -11.8 -48.3 -41.4
France 6.0 214 112 82 -42 -149 -185 19 72 100 73 -19 -184 -139
Italy : : : : : : : : : : : : : :
Cyprus 469 316 194 09 82 -20 -171 ]| 189 16.2 137 27 29 21 -151
Latvia 121.2 60.8 63.0 323 52 -61.0 -40.2 | 11.3 746 31.8 343 157 -425 -50.3
Lithuania 444 36.2 404 407 164 -17.3 -52.6 | 183 37.7 37.0 10.3 32.6 -14.0 -26.9
Luxembourg 115 182 213 -60 122 -187 -84 | 139 04 -190 246 -06 57 -11.7
Hungary 188 14 -98 -135 -03 -04 -341| 213 -70 -3.2 -40 -9.7 181 -27.8
Malta 120 9.2 356 145 9.2 -40.0 -225 : : : : : : :
Netherlands 76 52 93 157 -87 -09 -16.7 52 54 50 180 88 -6.4 -27.2
Austria -76 57 24 85 -78 -136 -93 : : 92 47 -112 -11.2
Poland 18.1 140 95 386 474 -7.0 -23.6 89 234 51 180 280 -23 -17.4
Portugal -70 -129 -10 -42 -72 -275 -426|-150 -52 -14 -15 -37 -174 -346
Romania -89 240 270 173 108 7.7 -20.1| 108 181 29.6 36.2 280 12.8 -39.3
Slovenia 184 199 25 186 22.1 -18.7 -29.7 | 152 123 6.0 346 09 -22.0 -21.2
Slovakia 539 217 3.0 -9.8 59.7 -30.3 : 698 -56 9.6 106 21.7 -36.2
Finland 144 -11 63 -41 -72 -204 -15 57 -11 89 58 3.1 -153 -156
Sweden 36.0 195 185 39.2 -344 -156 -13.2 | 114 45 179 259 -136 -85 -23.6
United Kingdom 72 99 -05 15 -57 -352 -24.0 32 70 -36 04 25 -16.1 -87
Norway -143 36.2 218 -46 -45 -264 -11.7 -6.3 108 251 41 95 -176 -15.6
Switzerland 116 144 6.6 -20 -44 84 -0.9 : : : : : : :
Croatia 86 -42 145 97 -32 -07 -318]| 141 23 139 78 72 -6.6 -21.8
Japan 08 25 40 43 -179 3.2 -279 : : : : : : :
United States 85 58 57 -129 -24.8 -33.3 -38.8

Source: Eurostat (sts_cobpar_a)

The large negative rates of change recorded in

2008 and 2009 for the EU-27 index were reflected
to differing degrees in the indices of the individual

Member States, with Slovakia the only Member
State recording double digit growth in 2008, and

2005. Since the end of the period of growth, the
fallsin the index were particularly large in Spain
and Denmark.

Looking at the last ten years, al of the Member

Germany the only Member State recording any
growth in 2009.

Among the EU-15 Member States (EU members
before the enlargements in 2004 and 2007), the
annual index of the number of dwellings for
Germany and Portugal was on adownward trend
throughout most of the last ten years, with
occasiona increases. The remaining EU-15
Member States recorded an upswing in the index
peaking normally in 2006: the peak was two years
earlier in Ireland, one year earlier in Greece and
one year later in Luxembourg. During the upswing
growth was particularly strong in Sweden and
Spain, and also in Belgium, Denmark, Ireland,
France and Luxembourg, while Greece recorded
one exceptionally large increase in theindex in
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States that joined the EU in 2004 or 2007
experienced an upswing in the index of the number
of dwellings followed by a sharp reversal. The
upswing in most of the newer Member States
peaked later, mainly in 2007. The index peaked
even later (2008) in the Czech Republic, Romania
and Slovakia, while it peaked one year earlier in
Estonia: the development of the index in Hungary
was atypical in that it had already peaked in 2004.
During the period of growth, Bulgaria, Estonia and
Latvia recorded the greatest increases, while during
the subsequent downturn the same countries
recorded the largest fallsin this index.
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Developments over recent years

Figure 3a: Building permits indices, rate of change compared with previous quarter, seasonally

adjusted, EU-27 (%)
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Figure 3b: Building permits indices, rate of change compared with previous quarter, seasonally

adjusted, euro area (%)
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Figure 4a: Building area and production indices, seasonally adjusted, EU-27 (2005=100)
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Figure 4b: Building area and production indices, seasonally adjusted, euro area (2005=100)
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Figures 3 and 4 present a shorter time series but on
aquarterly basis. For the EU-27 the unbroken run
of negative quarter on quarter rates of change
started in the first quarter of 2007 for the permit
index based on the number of dwellings and one
guarter later for the index based on the building
area. A comparison with the previous quarter
shows the rate of decrease in the index was at its
largest in the third quarter of 2008 for the index of
the number of dwellings and in the first quarter of
2009 for the building areaindex.

Aswell asthe building permits indices, Eurostat

Care has to be taken when interpreting building
permitsindices as an indicator of future output. It
may be the case that a proportion of permits are not
used or that there is along time lag between the
date when a permit isissued and the start of the
building project. Alternatively, building permits
may be required only for new work and major
reconstructions, and so under-represent future
construction activity in that they do not cover
maintenance, repairs and modifications not
requiring permits. In contrast, not all building
projects for which permits are issued are
constructed by units classified to the construction

publishes an index of actual production in
construction covering all buildings (Figure 4). In
the EU-27 and the euro area the production index
followed a similar path of contraction after a peak
in the last quarter of 2006 and returned to growth in
the second quarter of 2010.

activity: householders may undertake their own
construction work (self-build) as may some non-
construction enterprises or institutions with their
own construction or maintenance departments.

Table 3: Building area index, change compared with previous quarter, seasonally adjusted (%)

2009 2010 2009 2010

QL Q2 Q3 Q4 QL Q2 QL Q2 Q3 Q4 QL Q2

EU-27 89 33 -40 -33 1.1 47 92 -61 95 -28 70 3.9
Euro area 121 -07 -6.0 -0.6 49 46 99 -37 -136 -7.9 -82 58
Belgium 186 13 115 -7.9 | 171 - | 304 -355 -12.0 16.0 9.0 :
Bulgaria 281 -388 -9.0 -255 2.2 19.8 3.7 -327 11 -14.7 50 -2
Czech Republic 36 -86 54 -20.7 22 52 68 -262 -39 43 | 159 46.4
Denmark -184 -80 81 -57 | 115 -7.8 35 -383 38 -85 | -169 186
Germany 3.7 113 42 29 94 6.8 9.7 -129 22 150 | -136 25
Estonia 486 -23 -12.1 341 | 260 -496 | -26.7 -389 540 -86 | -382 -58
Ireland 7.6 -21.7 -244 -26.6 71 -141 | -168 -96 -6.3 -47.4 | -21.8 646
Greece 31 -126 59 -135 | 212 : 82 -16.6 -105 1.9 45 :
Spain 216 -2.4 -185 -116 9.1 -11.6 5.2 12.8 -30.2 -30.0 | -17.5 -4.6
France -133 63 -66 86 47 01 2.4 -150 -16 4.1 4.9 0.0
Italy : : : : : : : : : : : :
Cyprus 225 43 -34 -114 | 179 -111 | -386 -14 467 -293 | 17.9 -145
Latvia 29 -283 -324 -134 | -166 1252 | -62.3 1854 -605 4.6 | 326.6 -75.0
Lithuania -15.7 -126 -80 -5.9 1.0 10 | 11.0 -34 -133 349 | -418 -22.9
Luxembourg 118 108 2.7 -44 | 17.4 - | 165 -238 326 -159 | 198 :
Hungary -138 6.7 -231 -104 5.7 -30.2 -41 -246 58 98 | 201 -14.1
Malta . . . . . . . . . . . .
Netherlands -143 -106 -41 87 | -233 110 | -131 -257 2.0 -13.3 | -12.7 266
Austria -128 02 109 -1.6 | -11.5 206 | 23.0 -405 57 -19.6 | -24.7 47.3
Poland 1.2 -124 -05 -3.6 1.8 2.2 84 -102 -49 -16 76 05
Portugal -104 -114 -22 35 56 6.7 -89 19 -266 387 9.6 -195
Romania -104 -238 69 -62 | -11.3 116 5.4 -39.6 23 -141 | 322 -265
Slovenia 284 -143 38 -78 | 100 -45 73 7.8 -135 290 | -27.0 255
Slovakia 227 -17.1 -105 112 6.4 -116 | -36.3 -324 -146 -6.0 | -17.3 -16
Finland 241 240 352 284 73 -21.3 | 200 -63 -49 220 95 -21.0
Sweden -129 52 163 6.7 9.2 -185 30 -141 -151 476 | -205 -0.5
United Kingdom 6.4 177 22 51 23 18 7.7 -11.1 23 6.9 35 -6.3
Norway 53.1 -13.0 147 162 | -123 -58 | 232 -235 -11.4 619 | -13.3 10
Croatia 275 09 -145 -44 04 58 | 334 63 69 -538 | 122 32.8

Source: Eurostat (sts_cobpar_q)

Statistics in focus — 55/2010 5


http://ec.europa.eu/eurostat/product?mode=view&code=sts_cobpgr_q

Figure 5 provides a simple analysis of the building
production index and building area permits index
for a selection of Member States: note that the
individual graphs have different scales and so
should be compared with care. In several casesthe
drop in building permits preceded the drop in
construction activity.

Bulgariarecorded one of the strongest increases
and subsequent decreases for the number of
dwellingsindex, and thisis clearly reflected in the
production index (=all buildings). Neighbouring
Romania shows avery similar development, as did

Estonia, although the Estonian indices peaked
earlier.

The graphs for the three selected EU-15 Member
States show more subdued growth leading up to the
peak in output and permits, and a more restrained,
though nevertheless substantial, fall in output since
the peak. In France and the United Kingdom the
building areaindices fell less rapidly than their
production indices from their most recent peak
values. In contrast, the building areaindex in Spain
fell much more rapidly than the production index,
from 133.9 in the last quarter of 2009 to 18.8 by
the second quarter of 2010.

Figure 5: Production and building permits indices, seasonally adjusted, selected Member States
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METHODOLOGICAL NOTES

Data sources

The source for all of the data presented in this
publication is Eurostat’ s short-term business
statistics (STS).

Definitions

The definitions of short-term statistics variables are
laid down in Commission Regulation
(EC) N01503/2006 of 28 September 2006 .

Building permits

A building permit is an authorisation to start work

on abuilding project. As such, a permit is the final

stage of planning and building authorisations, prior
to the start of work.

Building permits: number of dwellings index

Indices of the number of dwellings are compiled
for one-dwelling residential buildings and
residential buildings with two and more dwellings.
A dwelling isaroom or suite of rooms and its
accessories in a permanent building or structurally
separated part thereof, which by the way it has
been built, rebuilt, converted and so on, isintended
for private habitation. It should have separate
access to a street or to a common space within the
building. Detached rooms or habitations which are
clearly to be used as a part of the dwelling should
be counted as part of the dwelling. A dwelling may
thus be constituted of separate buildings within the
same enclosure, provided they are intended for
habitation by the same household.

Building permits: building area index

Thisindex is compiled from the square metres of
useful floor area of buildings for which permits
have been granted. The useful floor area of a
building is measured within its external walls,
excluding construction areas, functional areas for
ancillary use (for example, areas occupied by
heating and air-conditioning installations or power
generators) or thoroughfares (for example, areas of
stairwells, lifts, escalators). Alternative volume
measures may be used. Thisindex is compiled for
al types of buildings.

Building production index

The production index provides a measure of the
volume trend in value added over a given reference
period. The production index for construction is
compiled for building and for civil engineering: the

(%) Official Journal No L 281, of 12 October 2006.

division is based on the classification of types of
construction. Dependent on the approximation
method used (see below), the index of production
should take account of:

e variationsin type and quality of the commaodities
and of the input materials;

» changesin stocks of finished goods and services
and work in progress;

» changes in technical input-output relations
(processing techniques);

* services such as the assembling of production
units, mounting, installations, repairs, planning,
engineering, creation of software.

The data necessary for the compilation of such an
index are generally not available on a sub-annual
basis. In practice, suitable proxy valuesfor the
compilation of the indices are needed:

* input data (consumption of typical raw materials,
energy or labour);

* output data (production quantities, deflated
production values or deflated sales values).

Classifications

The classification of types of construction (CC) has
been developed on the basis of the central product
classification. The principa breakdown, at the
Section level is between civil engineering and
buildings. Below thislevel the CC differentiates
primarily according to the technical design which
results from the special use of the structure and, in
particular for buildings, according to the main use.
The publication of the CC contains many
introductory remarks that provide definitions and
classification guidelines. For more information on
construction classifications see: CC, Eurostat,

14 March 1997.

Geographical coverage

The main geographical entities of this publication
are the EU-27 and the euro area which are based on
aggregates that are consistently composed of the
27 and 16 countries that (at the time of writing)
participate in these respective aress.

Abbreviations

CcC Classification of types of construction
EU European Union

PEEI  principal European economic indicators
STS  short-term statistics

For moreinformation:
sarmite.visocka@ec.europa.eu
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Further information

Eurostat Website: http://ec.europa.eu/eurostat

Data on "Short-term business statistics"
http://epp.eurostat.ec.europa.eu/portal/page/portal/short_term business_statistics/data/
database

More information about "Short-term business statistics"
http://epp.eurostat.ec.europa.eu/portal/page/portal/short_term business statistics/introduction

Journalists can contact the media support service:

Bech Building Office A4/125 L - 2920 Luxembourg
Tel. (352) 4301 33408 Fax (352) 4301 35349
E-mail: eurostat-mediasupport@ec.europa.eu

European Statistical Data Support:

With the members of the ‘European statistical system’, Eurostat has set up a network of
support centres in nearly all Member States and in some EFTA countries.

Their mission is to provide help and guidance to Internet users of European statistical
data.

Contact details for this support network can be found on our Internet site:
http://ec.europa.eu/eurostat/

All Eurostat publications can be ordered via EU Bookshop
http://bookshop.europa.eu/
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