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ECONOMY, ENERGY AND FAIR WORK COMMITTEE  

SCOTLAND’S CONSTRUCTION SECTOR INQUIRY   

SUBMISSION FROM CIVIL ENGINEERING CONTRACTORS ASSOCIATION SCOTLAND  

1. How important is the construction sector in Scotland as an economic enabler?   

CECA Scotland is the representative body for companies who work day-to-day to deliver, upgrade, 

and maintain Scotland‟s transport and utility networks. With more than 100 members in Scotland, we 

represent companies who together carry out up to 80 per cent of all civil engineering activity in 

Scotland.  Our members include some of the largest construction firms as well as a range of small 

specialist and regional contractors. We estimate that 82% of our members are Scottish based SME‟s. 

Across Scotland, our industry supports the employment of over 30,000 people with annual activity 

worth around £3 billion. In preparing our response, with have consulted with CECA Scotland members 

and this is reflected in our submission.   

It will therefore come as no surprise that CECA Scotland believes the construction sector in Scotland 

is extremely important and crucial to Scotland‟s future economic success.  

• Construction continues to be a labour-intensive industry, therefore ensuring healthy levels of 

employment. Currently it supports a workforce of 170,000 (10% of all Scottish jobs) and is worth 

£21.4bn to Scotland‟s GDP (9%) and £8.7bn of GVA (10%)   

• As well as contributing to Scotland‟s overall economic success, the sector plays a central and 

critical role in Scotland‟s local and regional economies. It is also a barometer of economic 

prosperity at regional and national level.   

• It is a sector which is a catalyst for growth, creating the facilities and infrastructure for new 

businesses to grow.  

• Public sector investment in construction enables the Scottish Government to drive growth in 

employment at times when the private sector economy is less buoyant.  

• Increased investment in Scotland‟s infrastructure sector is essential to retaining valuable 

engineering and construction skills here in Scotland.   

The benefits of long-term infrastructure investment are clear. Not only is there a strong economic 

outcome –CECA research has found that every £1 billion of infrastructure construction increases 

overall economic activity by £2.842 billion –but there are significant social and community benefits in 

transforming how we all live and work and in regenerating communities in all corners of Scotland.  

2. What are the causes of the sector‟s productivity challenges?   

In terms of productivity, construction is one of Scotland‟s most productive sectors. The average gross 

value added (GVA) per employee in construction is £61,000 per annum, compared to the average of 

£53,000 per annum for all other sectors. However, there are many challenges which do impact on the 

sector‟s productivity levels and which could benefit from action at Scottish Government level. We have 

summarised the particular concerns CECA members have below:   

Infrastructure pipeline – one of the single biggest challenges for the industry is the lack of visibility of 

future work. This is reflected in CECA‟s own Workload Trends Survey for Scotland, which has reported 

a fall in workloads in each of the last four consecutive quarters and little optimism for the future and 

backed Fraser of Allander Institute research, indicating the sector has been in decline since the fourth 

quarter of 2015. This is in sharp contrast to the rest of the UK where the future infrastructure pipeline 

is clearer, thanks to UK Government investment in major, transformational projects such as HS2, 

Hinkley Point and Highways England‟s road programme.   
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Planning – planning delays are a continuing frustration, particularly for SME‟s working at local level, 

undermining productivity and project delivery times. Renewable energy projects are particularly 

susceptible.  

Procurement – the majority of CECA Scotland members are engaged on public sector contracts. The 

current procurement model used by major public sector clients is weighted towards lowest cost rather 

than quality and places disproportionate risk on contractors. The overall procurement process is 

costly, inefficient and incentivises a „race to the bottom‟. CECA Scotland supports the introduction of a 

new Scottish civils framework for public sector infrastructure projects, that provides greater 

opportunities for SME‟s and contractors based in Scotland, ensures a more realistic sharing of risk 

and which drives up quality and standards in the construction industry.  

  

Tight margins - The majority of Scotland‟s civil engineering companies operate on extremely tight 

margins, where 2% profit is regarded as the norm, reducing their ability to innovate or invest to 

increase productivity. To quote one respondent in CECA Scotland‟s member survey: “The past 10 

years have proven very challenging with simply sustaining our business being deemed a success. We 

need and desperately want to grow but wafer-thin margins on the competitively tendered market and 

lack of planning support for our own projects have made this very difficult”.  

  

Skills -  Skills shortages continue to be a challenge and while we are seeing welcome progress, with 

the increased promotion of foundation and graduate apprenticeships, recruiting and retaining skilled 

employees is a challenge and will be increasingly so post Brexit. The Farmer Review of the UK 

Construction Labour Market (2016) estimated that on current trends the available construction labour 

force will decline by 20-25% over the next decade, a trend which might be accelerated by future 

constraints on “low-skilled” labour from the EU27.  

  

Political Instability - A strong and stable political and economic environment is central to providing 

clients and their investors with the confidence to commit to long term development projects.   

  

In terms of solutions, the Scottish Government has an important role to play both in creating a climate 

that delivers greater stability and certainty, in providing grants and funding to encourage development 

and in working to develop a procurement framework for Scotland that better meets the needs of civils 

contractors of all sizes. At local level, local authorities should be sufficiently resourced to ensure they 

can both procure projects locally and effectively enforce section 75 obligations, to reduce delays in 

delivering infrastructure gains to local communities.   

  

How effective is Scotland‟s construction supply chain?   

In our survey of CECA members, 80% felt the supply chain was fairly effective, with the remainder 

feeling it is ineffective. There is no doubt that skills shortages, price driven public procurement policy 

and industry „norms‟ around retention and extended payment practices are key challenges.  

What is the future economic outlook and implications of Brexit on the sector?  

CECA‟s Workload Trends Survey, conducted on a quarterly basis has found that workloads over the 

past four consecutive quarters in Scotland have declined for civils contractors and this was mirrored in 

our recent member consultation, with 80% of companies taking part feeling unsure about the future 

outlook and 20% feeling pessimistic.   While undoubtably Brexit is at the forefront of political 

commentators‟ minds, the reality is that the banking crisis over a decade ago, has had the greatest 

negative implications for the construction industry in Scotland and continues to do so.   
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In addition, while the Scottish Government have quite rightly invested in largescale infrastructure 

projects, such as the Queensferry Crossing, there is a perception amongst SME‟s in the industry that 

this has focused spend on Tier 1 contractors. It is also vital that Scotland‟s future infrastructure 

pipeline includes more medium sized public sector contracts, in the region of £1-10 million pounds.  

In seeking to maximise Scotland‟s future economic success, we hope the Scottish Government will 

minimise future uncertainty, providing business with much needed stability to enable long term planning 

and investment. A brighter future for Scotland‟s construction sector could also be secured through 

changes to public sector procurement, to deliver an end to the current „race to the bottom‟, price driven 

approach and action to enforce a fair payment model across the industry supply chain.  Access to finance:  

What are the sources of and barriers to accessing finance in the sector?   

Access to finance is a significant challenge for civils contractors and we would welcome action from 

the Scottish Government to address this. Some CECA Scotland member comments were:   

“The banks are generally unhelpful to the construction sector. Cash flow is one of the main barriers to 

getting finance. Clients and main contractors are simply not paying quick enough”  

“Lack of political stability is stifling confidence and throttling development and investment”.  

“Low margins make the industry a high risk in terms of lender. Refusal to extend credit or enforcement 

of high interest rates further erodes any margins”.  

“Banks and funders are becoming ever more nervous due to negative press around construction 

caused by large scale contractors experiencing financial difficulties”.  

What are your views on payment terms and payment behaviours across the sector?   

CECA Scotland supports action to enforce fairer payment terms across the Scottish construction 

sector. There is a strong feeling from SME‟s that in a supply chain they are disadvantaged b the 

payment terms imposed by the principle contractor. We welcome the Scottish Government‟s 

encouragement of Project Bank Accounts and hope that consideration will be given to including Tier 2 

and Tier 3 contractors in the mechanism in the near future.   

Given the extremely low margins in the construction industry, action to deliver fairer payment 

throughout the supply chain is needed. Payment periods should be embedded into contract conditions 

and enforced. In addition, our members report that increasingly payment from public bodies is beyond 

standard payment terms and invariably late.   

We welcome the Scottish Government‟s intention to act to find a solution to the level of retentions 

being held in the industry. The traditional system of retentions is outdated and open to abuse by the 

less scrupulous. While CECA firmly supports the abolition of retentions, we are also willing to explore 

other initiatives to address this widespread industry problem and introduce a transparent system fair to 

all, such as an independent retention deposit scheme.   

How effective is the financial management of large-scale infrastructure projects?  

The majority of CECA Scotland members (60%) believe the current financial management of large- 

scale infrastructure projects is not effective. The current lowest price driven procurement culture has 

had a detrimental impact on the industry, highlighted by the collapse of a number of high-profile 

contractors engaged on public infrastructure projects.    

Skills  

The availability of the right skills at the right time is a major for CECA Scotland members. CECA  
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Scotland has concerns that the current sector skills planning model is flawed and in particular, the 

priorities of the CITB, are not sufficiently aligned to the civil engineering sectors requirements and that 

there is not enough focus on promoting civil engineering as a positive career destination. We are also 

concerned that the current construction skills qualification system is too inflexible to meet the rapidly 

changing technological nature of the construction sector.   

The majority of CECA Scotland members pay the Apprenticeship Levy in addition to the CITB levy and 

there is a real concern that their needs are not been satisfied by the Scottish Government‟s Flexible 

Workforce Development Fund. We would urge the Committee to explore how the fund could be 

adapted to better meet the specific needs of the construction industry.  

CECA believe one of the best ways of attracting new talent and meeting future skills shortages is 

through increasing diversity. While we welcome the Scottish Government‟s commitment to action, we 

are concerned that in Scotland women account for just 1% of apprentices in construction, despite the 

fact that girls perform better than boys in STEM subjects they take at SCQF levels 6-7.   

We welcome the Scottish Government‟s continuing commitment to Foundation, Modern and Graduate 

Apprenticeships but in addressing the skills gaps in the industry and the demographic challenges, we 

hope more apprenticeship opportunities will be opened up to adult returners.   

Procurement     

CECA Scotland believes there needs to be an overhaul of public procurement. We support the 

development of a Scottish Civils Framework and a reform of the procurement culture. The lowest cost, 

risk transfer model is simply not providing a sustainable sector and requires urgent reform.   

  

In recent years, procurement practice has drifted towards a consolidation of construction projects into 

increasingly huge frameworks, where only the largest contractors can bid. The result is that this has 

marginalised many SME‟s and forced them into a subcontractor role. For large infrastructure projects, 

the Scottish Government should consider adopting "early contractor involvement" (ECI) and target 

cost contracts e.g. NEC Option C, which is commonly used in England by public procurement bodies.  

We would also welcome more time built into the procurement process for contractors to price works.  

This would allow contractors to better scope and price projects to ensure the best value for the client.   

  

Some CECA Scotland members are concerned that the current procurement process can result in 

economic leakage from Scotland, where projects are awarded to non-indigenous contractors, based 

on price, who are not embedded in local communities and have little stake in their future. Again, this 

highlights the need to introduce a Scottish Civils Framework, that recognises the largely SME nature 

of our sector and delivers tangible value to public sector bodies.   

Infrastructure investment     

CECA Scotland would strongly welcome a more visible pipeline of future infrastructure investment to 

provide certainty for contractors, better value for clients and the development of appropriate skills 

within the current and future workforce here in Scotland.   

We would also welcome a focus on creating the stable economic conditions necessary to grow 

Scotland‟s economy, to encourage more large scale privately funded projects, such as renewable 

energy schemes.    

We would wish to see more medium sized public sector contracts in the Scottish market in the region 

of £1m-£10m. To date, most infrastructure spend has been focused on large scale contracts. While 
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City Deal funding is generally very positive, a criticism is that projects have been slow to come to 

market.  CECA Scotland would welcome the opportunity to engage further with the Committee.   
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