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Economic impact of the sector  

Summary points 

 The construction industry is well embedded within the Scottish economy, for every 

£100 spent on construction another £78 of output is supported in the rest of 

Scotland’s economy.  For every 100 construction jobs, another 85 jobs are 

supported elsewhere in Scotland. 

 

 Scotland’s construction industry may support up to 11% of Scotland’s economy and 

12% of Scotland’s employment.  However, Scotland’s construction industry is driven 

by domestic demand and other industries may lay claim to construction activity and 

jobs as supported by them. 

 

 The North West and Yorkshire have stronger supply chains than Scotland, but 

Scotland is markedly ahead of London and the South East. 

 

 The construction industry has become more complex and specialised with projects 

involving longer supply chains and subcontractors.  Trade between construction 

firms in Scotland now exceeds trade between energy companies and financial 

services in Scotland. 

 

 Domestic provision of construction output is higher than the output of the 

construction industry, around £1.6 billion of construction output is produced by 

organisations in other industries (most likely engineering or energy).  Similarly, some 

outputs produced by the construction industry are not classified as construction 

(most likely engineering services). 

 

 Scotland’s construction industry exports £1.5 billion to the rest of the UK and nearly 

£0.5 billion of international exports.  Scotland’s economy imports £3.9 billion from the 

construction industry in the rest of the UK and nearly £0.5 billion from the rest of the 

world. 

 

 Scotland’s GVA per worker is lower than other countries and regions in the UK, but 

this may reflect larger, higher value or more profitable construction projects in 

London and other regions. 
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Overview 

Scotland’s construction industry is well embedded with strong multiplier effects compared to 

other Scottish industries.  The latest Scottish Government Input-Output tables show for 

every £100 spent on construction another £78 of output is supported in the rest of 

Scotland’s economy.  For every 100 construction jobs another 85 jobs are supported 

elsewhere in Scotland. 

Table 1 shows an index of output multiplier effects (type I) for Input-Output tables (covering 

105 industries) for eleven of the UK’s countries and regions.  The North West’s construction 

industry has the seventh highest output multiplier out of 105 industries in the North West.  

London’s construction industry has the 39th highest output multiplier out of 105 industries in 

London. 

The index set out in Table 1 shows the value of multiplier effects relative to the highest 

(Yorkshire=100) and lowest (London=0) multiplier effect, excluding the direct effect. 

Larger economies usually have larger multiplier effects.  However, London and the South 

East have lower multiplier effects as the supply chains used to provide building materials, 

hiring of equipment or subcontractors are not as strongly represented in London or the 

South East. 

Yorkshire and the North West feature strongly because of significant growth and investment 

programmes, robust performance of local firms and well-developed supply chains with the 

ability to supply materials, equipment and subcontractors from within the region. 

Table 1: Output multiplier index and rank by county and region 

Countries and regions 
Output multiplier 

index (0-100) 
Output multiplier 

rank (of 100) 

Yorkshire & Humberside 100 15 

North West 94 7 

East Midlands 87 18 

East of England 87 18 

West Midlands 56 23 

Wales 49 16 

North East 43 18 

Scotland 53 23 

South West 41 29 

South East 28 30 

London 0 39 

Source: Input-Output tables, Hatch Regeneris & 4-consulting 
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The latest Scottish Government Input-Output tables show that construction now represents 

the largest intra-industry trade in the Scottish economy.  The construction industry has 

become more complex and specialised with projects involving longer supply chains and 

subcontractors.  

Trade between construction firms in Scotland now exceeds the trade between energy 

companies, financial services and residential care and social work (where services are 

commissioned from the private sector). 

Table 2: Scottish economy intra-industry trade (£million) top five industries 

Industry Value (£m) 

Construction £3,710.9 

Electricity £3,595.1 

Gas £998.2 

Financial services £998.1 

Social work £870.6 

Source: Scottish Government Input-Output tables (product by product table) 

The latest Scottish Government Input-Output tables show Gross Value Added (GVA) in the 

construction industry was £7,672.0 million.  Using the Type II multiplier, the GVA supported 

by the construction industry could be up to £14.9 billion (around 11% of the Scottish 

economy). 

The latest Scottish Government Input-Output tables show Full-Time Equivalent (FTE) 

employment in the construction industry at 145,000.  Using the Type II multiplier, the GVA 

supported by the construction industry could be up to 268,000 FTE jobs (around 12% of 

Scottish employment). 

However, this doesn’t take into account that Scotland’s construction industry is driven by 

domestic demand from Scottish consumers and other industries in Scotland.  Other 

industries may lay claim to construction activity and jobs as supported by them. 

The latest tables show £1.5 billion of exports from Scotland’s construction industry to the 

rest of the UK and nearly £0.5 billion of exports to the rest of the world.  Scotland’s 

economy imports £3.9 billion from the construction industry in the rest of the UK and nearly 

£0.5 billion from the rest of the world. 

The tables also show the domestic (Scottish) provision of construction output is nearly £20 

billion (higher than the output of the construction industry) with around £1.6 billion of 

construction produced by organisations in other industries (most likely engineering or 

energy).  Similarly, some outputs produced by the construction industry are not classified as 

construction (most likely engineering services). 
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Table 3 shows the Gross Value Added (GVA) per construction worker by country and 

region.  Scotland’s GVA per worker is lower than most of the countries and regions in Table 

3.  GVA per worker is often used as a measure of productivity but the figures may reflect 

higher value, larger or more profitable construction projects in London and other regions. 

Table 3: Construction industry Gross Value Added (GVA) per worker (2016) 

Countries and regions GVA per worker 

London £81,000 

West Midlands £71,000 

East of England £70,000 

North West £69,000 

South East £68,000 

North East £66,000 

East Midlands £56,000 

South West £52,000 

Scotland £50,000 

Yorkshire & Humberside £45,000 

Wales £42,000 

Great Britain  £63,000 
Source: Annual Business Survey, Office for National Statistics (ONS) 


