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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 

SCOTLAND’S CONSTRUCTION SECTOR INQUIRY  

SUBMISSION FROM Shetland Islands Council 

Economic impact of the sector  

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

If possible, please provide evidence of knock-on multiplier impacts at local, 

regional and national levels, and explore the impact of the sector on national 

GDP performance.  

The construction industry in Shetland is a very significant economic enabler. Shetland 

depends on a sustainable construction sector to deliver the infrastructure that underpins 

social and economic development.  

The construction of housing of all tenures is a priority in the Shetland partnership Plan 

2018-28, which seeks to attract and retain the people needed to sustain its economy and 

communities, and the 10 year plan to attract people to Live, Work, Study and Invest in 

Shetland. The Shetland Place Standard Study 2017 identified Housing and Community as a 

top 3 priority, and HIE, Enabling our next generation report, 2018, identified affordable 

housing as an essential component of an attractive region for young people.  

In 2018, Shetland Islands Council set up an industry working group ‘Building for the future 

in Shetland’ to share information on Shetland’s future housing demand, across social and 

private sectors, with local construction industry representatives to explore how this demand 

can be met. The four priorities areas identified by the working group are: i) Skills and 

workforce planning; ii) Planning and Building Control; iii) Business development & 

innovation support; iv) Procurement frameworks. 

In output and value added terms, the Construction sector is a major contributor to the local 

economy. Based on the most recent Regional Accounts, the Construction sector is the third 

largest sector in Shetland in terms of total output (7.1% of the Shetland total) and the 

second largest in terms of value added (6.9%). The sector is also the third largest 

employing sector in terms of full-time equivalents, with 8.1% of local FTEs.  

2. What are the causes of the sector’s productivity challenges? Can you suggest 

possible solutions?  

Workforce Development, lack of skilled workforce and difficulty attracting young people to 

fully funded modern apprenticeship places. 

 Better relationships with schools through DYW framework 

 Flexible funding for in-work training programmes, to encourage older entrants into 

the sector or retraining from other sectors 

 Further development of school-college training programmes (e.g. Foundation 

Apprenticeships) 
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 Better promotion of opportunities in the construction sector, e.g. more emphasis on 

career development, ensuring inclusivity to address occupational segregation. 

 Development and further utilisation of innovative approaches to in-work training – 

e.g. shared apprenticeships, online learning. 

 Emphasis on usage of new and innovative technology to promote the sector (e.g. 

drone surveying, VR imaging) 

Procurement, and difficulties for small local businesses to compete in procurement 

frameworks. 

 Development of a new build housing procurement framework 

 Better engagement and instruction between public sector and local businesses, e.g. 

how to engage with public sector contracting, how to use PCS, etc.  

Business development support lacking for small construction businesses. 

 Investigate the type of development support provided to other industry sectors: 

Business Leadership, training and investment in innovation. 

 Access to funding for training and skills development. 

 Access to affordable finance for micro/small sized businesses. 

 

3. How effective is Scotland’s construction supply chain? Explore areas of gaps, 

duplication, etc.  

Anecdotal evidence suggests that material shortages on the UK mainland are having 

impacts on larger local projects – e.g. delays and/or inability to acquire raw materials in time 

impacts on the ability of local projects to complete to deadline and increases costs. 

Shetland already faces difficulties resulting from distances from suppliers and markets. 

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

The Shetland construction industry is very reliant on skilled and unskilled European 

National workers. Any post-EU settlement which places restrictions on economic migration 

will exacerbate recruitment difficulties – skills shortages will become more acute and further 

impact on the sustainability of the sector. This will have a disproportionate impact on rural 

economies where in-migration and recruitment to key posts already faces significant 

challenges. 

Further weakening of the pound, which is likely if an unfavourable post EU settlement is 

implemented, will result in rising import prices and increased material costs, which will 

impact on the competitiveness of local businesses.   

Trade tariffs, and shortages may impact on cost and supply of building materials, which are 

already made very expensive by the cost of freight to Shetland. (the cost of living in 

Shetland is 20% - 60% higher than the UK average). 
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5. The UK Industrial Strategy Challenge Fund and the linked Sector Deal for 

construction aim to address issues such as improving procurement practices, 

skills, exports and innovation. How do these impact on Scotland?  

These are all very relevant issues for Shetland, see notes 1, 2 and 4. 

Access to finance  

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

would welcome perspectives from all sizes of businesses from micro through 

to Tier 1.  

Small and micro sized businesses struggle to raise loan funding because security values of 

sites and construction works are very low. These smaller businesses tend to have limited 

other assets on which security can be taken by lenders. Often it is working capital which is 

required rather than funding towards capital equipment and this type of funding can be 

costly due to the unsecured and therefore higher risk nature of the borrowing.   

Shetland Islands Council has recently undertaken a pilot to provide a working capital loan to 

a local building firm in order to begin a small housing development project (13 homes over 

6 years).  The funding will assist the business to change its trading model from focussing on 

small scale, short term projects to a longer term plan.  This will give the building firm the 

confidence to expand and employ new staff.  Importantly the business will be closely 

monitored by the Council to ensure the appropriate business advice is available to support 

the owners to expand.  Further details on the lending mechanism can be shared if required. 

The Scottish Government Housing Infrastructure Fund is an effective measure 

The Scottish Government Householder Bridging finance is also an effective measure. 

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

 

8. How effective is the financial management of large scale infrastructure projects and 

the mechanisms used e.g. project bank accounts?  

Skills  

9. Does the sector’s skills planning model allow it to realise its full potential, in 

terms of attracting talent, meeting skill shortages, preparing for technological 

change? 

No, the sector is struggling to recruit skilled labour, and trainees. There is a shortage of 

young people entering the sector, and gender balance remains a significant issue. 

The sector, particularly housing construction is not seen as one which is innovative and 

embracing technology. 
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10. How does Scotland’s apprenticeship system contribute to the sector? Is it 

doing enough to meet equality challenges in the sector?  

It is very difficult to recruit to fully funded construction modern apprentice places in Shetland 

and many places go unfilled each year. 

This situation could be addressed by encouraging movement of young people, to take up 

modern apprenticeships away from home, in the same way that students do.  

Procurement   

11. How do public procurement practices and procedures impact on the sector?  

Small and Micro construction businesses struggle to compete in national procurement 

frameworks, to the point where none of the local businesses are on the procurement 

frameworks. 

12. Do you have any suggestions on opportunities to enhance procurement 

practices across the sector?  

Development of specific remote islands procurement frameworks  

Infrastructure investment   

13. Considering the national infrastructure construction pipeline, is the planned 

pipeline sufficient? And has the sector got to the ability to meet the country’s 

infrastructure needs to drive growth?  

At a local level in Shetland, the sector is experiencing challenges, as noted above 

Innovation   

14. What are your views on the Construction Scotland Innovation Centre?  

Strongly support this, and also the provision of innovation and business development 

support to small and micro construction businesses. 

15. Where are the opportunities for growth within sub-sectors, e.g. offsite 

construction?  

Offsite modular construction.  Innovation around building materials and energy efficiency in 

areas of high fuel poverty 

16. How will technological changes (e.g. robotics, automation) impact on the sector? 

How can Scotland take advantage of this change? 

 

 


