
EEFW/S5/18/C/18 

1  

ECONOMY, ENERGY AND FAIR WORK COMMITTEE 

SCOTLAND’S CONSTRUCTION SECTOR INQUIRY SUBMISSION 

FROM GLASGOW CITY 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 Scottish construction industry generated £7.1bn of GVA in 20161, £981m 

(13.8%) of which was generated in the Glasgow local authority area.  It further 

contributed an approximate 8.5% of the total £83.3bn generated in Scotland in 2016, 

more so than other industries such as Information and Communication, 

Accommodation and Food services as well as Administrative activities.  In addition, 

the sector employed 134,300 individuals in 2016 and paid out approximately £3.3bn 

in gross wages and salaries, with 7.3% of the total Scottish workforce employed by 

the construction industry.  

Economic multiplier effects2 have only been published at the national level by the 

Scottish Government.  The Scottish Government’s input-output tables estimate that 

in 2015 the Scottish construction industry had a type one employment multiplier of 

1.6 and a type two employment multiplier of 1.8.  This means that for every job 

created within the industry an additional 0.6 jobs would be created throughout the 

economy indirectly, through effects such as increased demand for supplier 

resources.  For each job created in the construction sector it was estimated that a 

further 0.2 jobs would be created through induced spending from the direct and 

indirect job creations.  

Output multipliers for the construction industry were also estimated as 1.5 (type one) 

and 1.8 (type two).  For every £1m of output produced directly in the construction 

industry a further £0.8m is generated through indirect and induced effects.  

Further employment effects can be estimated through the increased production in the 

construction industry, with an additional 14.4 jobs being created throughout the 

economy for every £1m of additional output created in the construction industry.  

Glasgow City Council’s Economic Strategy, 2016-20233, sets out 10 themes one of 

which is Housing.  This recognises the economic importance of Housing and 

Glasgow’s commitment to the construction and development of more affordable 

houses as an enabler to a prosperous and growing economy.   

  

  

                                            
1
 Scottish Government, Scottish Annual Business Statistics (2016), available at: 

https://www2.gov.scot/Topics/Statistics/Browse/Business/SABS  
2
 Scottish Government, Scottish Input-Output Tables, available at: https://www2.gov.scot/Topics/Statistics/Browse/Economy/Input- 

Output/Downloads  
3
 Glasgow City Council, available at: https://www.glasgow.gov.uk/CHttpHandler.ashx?id=36137&p=0  

https://www2.gov.scot/Topics/Statistics/Browse/Business/SABS
https://www2.gov.scot/Topics/Statistics/Browse/Business/SABS
https://www2.gov.scot/Topics/Statistics/Browse/Economy/Input-Output/Downloads
https://www2.gov.scot/Topics/Statistics/Browse/Economy/Input-Output/Downloads
https://www2.gov.scot/Topics/Statistics/Browse/Economy/Input-Output/Downloads
https://www2.gov.scot/Topics/Statistics/Browse/Economy/Input-Output/Downloads
https://www.glasgow.gov.uk/CHttpHandler.ashx?id=36137&p=0
https://www.glasgow.gov.uk/CHttpHandler.ashx?id=36137&p=0
https://www.glasgow.gov.uk/CHttpHandler.ashx?id=36137&p=0
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2. What are the causes of the sector’s productivity challenges? Can you suggest 

possible solutions?   

Productivity within Scotland’s construction industry (£52,974) remained above that of 

the general GVA per head (£45,360)4.  However, some regional variations are 

apparent:  

Construction Sector 

2016  

 

Local Authority  GVA per head (£)  

Edinburgh  £69,599  

South Lanarkshire  £62,004  

Aberdeenshire  £59,560  

Glasgow  £57,522  

Fife  £56,998  

North Lanarkshire  £46,540  

  

Despite the construction sector being one of the more productive sectors in 

Scotland’s economy, the growth of productivity has stagnated following the most 

recent economic recession.  Since 2008, productivity within the industry has grown 

by 1.6%, which is 6.2% points lower than the growth estimated in the Manufacturing 

industry over the same time period.  

The construction sector has struggled to increase its productivity due to persistent 

issues within the industry5.  One such issue is the lack of investment into Research 

and Development, with the MGI arguing that a lack of investment in training has left 

the industry ill-prepared to cope with an aging workforce with outdated work 

practices. After the most recent recession, construction firms have been reluctant to 

invest in new technologies within the industry such as 3D printing and remote 

cranes6.  Some firms have prioritised investing in a larger workforce, so that when 

financial downturns occur it is easier to reduce staff than maintain the fixed costs 

associated with developing new technologies.  

Further barriers to productivity growth within the industry include the procurement 

process not facilitating the adoption of new technologies, or encouraging the 

development of supplier and subcontractor relationships, as well as the industry’s 

cyclical spending profile which effects firms’ confidence when prioritising investment 

decisions.  The way that contracts are procured creates an issue for the industry 

with, for example, many Housing Associations accessing the same frameworks and 

smaller contractors being unable to access frameworks at all.  In Glasgow, there are 

a small number of contractors of sufficient size and scale.   As a result of 

Associations trying to procure from the same frameworks, contractors are no longer 

                                            
4
 Scottish Government, Scottish Annual Business Statistics (2016), available at: 

https://www2.gov.scot/Topics/Statistics/Browse/Business/SABS  
5
 Available at: https://www.mckinsey.com/industries/capital-projects-and-infrastructure/our-insights/improving-construction-productivity  

6
 Available at: https://www.economist.com/leaders/2017/08/17/the-construction-industrys-productivity-problem  

https://www2.gov.scot/Topics/Statistics/Browse/Business/SABS
https://www2.gov.scot/Topics/Statistics/Browse/Business/SABS
https://www.mckinsey.com/industries/capital-projects-and-infrastructure/our-insights/improving-construction-productivity
https://www.mckinsey.com/industries/capital-projects-and-infrastructure/our-insights/improving-construction-productivity
https://www.mckinsey.com/industries/capital-projects-and-infrastructure/our-insights/improving-construction-productivity
https://www.economist.com/leaders/2017/08/17/the-construction-industrys-productivity-problem
https://www.economist.com/leaders/2017/08/17/the-construction-industrys-productivity-problem
https://www.economist.com/leaders/2017/08/17/the-construction-industrys-productivity-problem
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bidding, leading to a majority of contracts being negotiated, with the inevitable price 

inflation as a result.  

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

duplication, etc.   

Scotland’s construction supply chain can be heavily reliant on internationally sourced 

materials, for example, natural stone used in Public Realm schemes. This 

significantly adds to delivery timescales with an associated impact on the ability to 

mobilise a Public Realm site quickly, upon Contractor award.  This international 

dependency can also extend to specialised construction expertise, for example, 

offsite fabrication of largescale bridge components. The potential occurrence of this 

is obviously lesser, simply due to the fact that Glasgow has far fewer bridge 

interventions, but may have wider, national implications.  

With regard to the adequate sourcing of construction staff, there has been no 

significant issue with the quality of staff employed within the various Contractors that 

the Council engage. However, there has been Contractor availability issues within 

the market, leading to procurement delays and fully expect Principal Contractors to 

engage various Sub-Contractors as and when required.  

This is exacerbated by the Scottish Government’s ‘More Homes Scotland’ target of 

50,000 new properties by 2021, which has created capacity issues within the house 

building industry as more and more Housing Associations compete for limited 

resources to achieve targets. Moreover, Scottish Government has substantially 

increased the Affordable Housing Supply Programme budget to accommodate this.  

While this is has a positive impact on employment, investment and the supply chain, 

there is currently no indication of what budget will be available post 2021.  Given that 

this is only two years away, there are significant implications for the construction 

industry and the supply chain, especially if the budget were to be substantially 

reduced. It is important to emphasise that continuity and certainty of funding is 

important to the ability of the sector to plan and invest in the longer term.  

There are also shortages of certain materials, including bricks and roofing tiles.   As 

mentioned, the Council is aware that materials are commonly sourced from abroad 

as the products are not available in Scotland. The uncertainty of Brexit is, therefore, 

a very real concern from the perspective of supply chain continuity and cost.  One 

solution would be to manufacture home-grown supplies, for example cross laminated 

timber, however significant support is required to encourage/enable the investment 

required to achieve this.  

  

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

Please see previous response.  In addition to the potential impact on supply chain 

continuity and cost, commentary from the development industry regularly cites this 

uncertainty as a major blocker in terms of investment decisions slowing the pace of 

regeneration in the city.  
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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?   

All areas identified through the UK Industrial Strategy Challenge Fund impact, not 

only Glasgow, but the nation as a whole.  Throughout this response reference is 

made to procurement, skills, international reliance and innovation.  It remains to be 

seen how far the Fund will go in Scotland, if at all, due to the competitive nature 

across the UK.  

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.   

The appetite for lending to projects or businesses operating in the construction 

industry remains low among traditional lenders.  The risks are often too great, which 

is why many major projects are funded either through public funding, private 

investment or a combination of both.  

The £500m Scottish Growth Fund is unlikely to be a vehicle through which the sector 

will benefit due to the types of initiatives it seeks to fund, however, the development 

of the £150 Building Scotland Fund should see finance flow into the sector.  

It remains to be seen the impact the imminent Scottish National Investment Bank will 

have and whether a specific ‘mission’ for providing access to finance for the 

construction industry is developed.  

  

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

The Council manages the expenditure of funding to those engaged within the sector, 

and accordingly always seeks to make payment for invoiced works in a timely 

manner in order to facilitate good cash-flow throughout the supply chain, including 

the cascading down to various Sub-Contractors.  In most significant construction 

contracts there is a balance required between an adequate length of time to assess 

the accuracy of any payment and the time allocated to clear the financial transaction 

for said payment. Under NEC3 Conditions of Contract, the resource required to 

manage contracts and make payments within set timescales can be significant.  

  

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

the mechanisms used e.g. project bank accounts?   

The Council seeks to maintain a control over financial management of the 

infrastructure programme, including dedicated construction expenditure for each 

project. To date, the use of project bank accounts has not been implemented, 

choosing a more traditional invoice and payment process. As previously stated, the 

Council always aims to make payment for invoiced works in a timely manner.  
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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?  

The Skills Investment Plan (SIP)7, a sub-category of Skills Development Scotland’s 

skills planning model for Scotland’s construction sector, was last published in 2012.  

The vision of the plan was to “develop and retain a talent pool to support the growth 

of the Scottish construction sector”.  Given that the number of individuals employed 

within the industry in Scotland has still not recovered from the previous recession, 

this suggests that the SIP has not assisted the sector in reaching its full potential. 

Changes in the recent economic climate have resulted in the SIP being outdated in 

terms of attracting appropriate talent.  The sector has experienced an increased pool 

of migrant workers over the last 5 years, but with the political implications of Brexit, 

yet to be established, leaves construction firms vulnerable to a potential shortage of 

labour in the near future.  

The latest statistics from the Scottish College Performance Indicators8 show that the 

number of individuals studying construction-related subjects is increasing at 

approximately 4% per annum.    

The SIP acknowledged that the construction industry has amongst the lowest levels 

of training out of all sectors in the Scottish economy.  However, these issues have 

still not been addressed in the industry today.  An increasing proportion of the 

industry finds work though subcontracting, self-employment, or casual labour, 

resulting in a lack of investment in training individuals who are likely to move on.  

This relates to the cyclical nature of the industry where firms prefer to employ short-

term staff in periods of high demand.  

  

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

enough to meet equality challenges in the sector?  

The importance of apprenticeships to industries including the Construction industry 

cannot be underestimated9.  The graph, below, offers a succinct illustration of how 

apprentices contribute to the industries’ economy:  

                                            
7
 Skills Development Scotland, available at: https://www.skillsdevelopmentscotland.co.uk/what-we-do/skills-planning/skills-

investmentplans/  
8
 Scottish Funding Council, available at: http://www.sfc.ac.uk/publications-statistics/statistics/statistics-colleges/college-

performanceindicators/college-performance-indicators.aspx  
9
 Hasluck, C., Hogarth, T., Baldauf, B., and Briscoe, G. (2008), The Net Benefit to Employer Investment in Apprenticeship Training, A 

Report for the Apprenticeship Ambassadors Network. Coventry: Warwick Institute for Employment Research, University of Warwick, 

available at: https://www.educationandemployers.org/wp-content/uploads/2014/06/net-benefit-to-employer-investment-in-

apprenticeshiptraining-ier.pdf .  

https://www.skillsdevelopmentscotland.co.uk/what-we-do/skills-planning/skills-investment-plans/
https://www.skillsdevelopmentscotland.co.uk/what-we-do/skills-planning/skills-investment-plans/
https://www.skillsdevelopmentscotland.co.uk/what-we-do/skills-planning/skills-investment-plans/
https://www.skillsdevelopmentscotland.co.uk/what-we-do/skills-planning/skills-investment-plans/
https://www.skillsdevelopmentscotland.co.uk/what-we-do/skills-planning/skills-investment-plans/
http://www.sfc.ac.uk/publications-statistics/statistics/statistics-colleges/college-performance-indicators/college-performance-indicators.aspx
http://www.sfc.ac.uk/publications-statistics/statistics/statistics-colleges/college-performance-indicators/college-performance-indicators.aspx
http://www.sfc.ac.uk/publications-statistics/statistics/statistics-colleges/college-performance-indicators/college-performance-indicators.aspx
http://www.sfc.ac.uk/publications-statistics/statistics/statistics-colleges/college-performance-indicators/college-performance-indicators.aspx
http://www.sfc.ac.uk/publications-statistics/statistics/statistics-colleges/college-performance-indicators/college-performance-indicators.aspx
https://www.educationandemployers.org/wp-content/uploads/2014/06/net-benefit-to-employer-investment-in-apprenticeship-training-ier.pdf
https://www.educationandemployers.org/wp-content/uploads/2014/06/net-benefit-to-employer-investment-in-apprenticeship-training-ier.pdf
https://www.educationandemployers.org/wp-content/uploads/2014/06/net-benefit-to-employer-investment-in-apprenticeship-training-ier.pdf
https://www.educationandemployers.org/wp-content/uploads/2014/06/net-benefit-to-employer-investment-in-apprenticeship-training-ier.pdf
https://www.educationandemployers.org/wp-content/uploads/2014/06/net-benefit-to-employer-investment-in-apprenticeship-training-ier.pdf
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The Marginal Productivity (MP) of the worker initially starts below their apprenticeship 

wage before reaching a level equivalent to that of an experienced worker as the 

apprentice gains training and experience in their role.  This encourages employers to 

recruit apprentices as they gain a larger economic output at a cost less than an 

experienced worker.  Evidence shows that firms recoup their initial investment into 

the apprentice through increased productivity within 2 to 3 years of training.  

The historic equality challenges experienced in the Scottish construction industry are 

still apparent today.  Evidence from Glasgow City Council’s Youth Employability 

Team shows that from 2014 to 2018 approximately 625 young people in Glasgow 

achieved a modern apprenticeship in the construction industry through the Glasgow 

Guarantee employability programme.  In terms of equality breakdowns the following 

information was recorded:  

• 593 Males / 32 Females (5.1%)  

• 587 Non-disabled / 38 Disabled (6.1%)  

• 10 Care Leavers (1.6%)  

• 22 BME (3.5%)  

Feedback from City Building, a leading employer of modern apprentices in Glasgow, 

suggests that the equality challenges in the industry stem from demand-side issues 

from the prospective labour pool, rather than the supply-side from employers in the 

construction sector.  

City Building have made significant efforts to engage with individuals who may not 

have considered construction as a viable career path.  Through these efforts, City 

Building now employs between 22-23% of all female construction modern 

apprentices in Scotland, as well as recently recruiting 10 modern apprentices with 

disabilities out of their latest recruitment cohort of 60.  The support provided by the 

firm is exemplified by their provision of the latest technology to assist those modern 

apprentices who experience difficulties with dyslexia by providing pens that have 

scanning capabilities to assist users through audible information.  
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Despite these efforts City Building have had difficulties recruiting individuals from a 

BME background, with approximately 7% of the modern apprentices employed by 

City Building identifying as BME.  They have further experienced poor 

attendance/engagement to BME specific recruitment drives, as well as a reluctance 

from older generations within the BME community who prioritise their children going 

into Higher Education over employment within the construction industry.  These 

issues experienced by City Building have remained consistent over the last 20 years.  

It can be argued therefore, given the low levels of equality recruitment by the 

Glasgow Guarantee and the historic experiences of City Building, that equality 

challenges within the industry may be a greater reflection on attitudes among the 

labour pool rather than a supply-side reluctance to employ those who do not typically 

seek employment within the construction industry.  

Procurement     

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

Experience across local authorities suggests that current restrictions and systems 

are slow and costly in terms of initiation of project vs delay in project delivery, income 

and required output.  

The high demands of the public procurement practices and procedures that are 

followed can and do lead to lengthy procurement exercises. Consequently, this leads 

to increased costs, for both the Council and private sector tenderers. There is a 

balance between guarding against procurement challenges and considerations such 

as public sector transparency and the need to efficiently and effectively undertake a 

procurement exercise. Anecdotally, private sector tenderers can get frustrated with 

the (perceived) arduous nature of these practices and procedures.  

  

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

across the sector?   

A nationally approved and accessible framework for contractors, developers and 

infrastructure delivery would greatly assist the streamlining of current systems, 

removing risk (or fear of risk) and improving certainty on timescales for delivery.  

However, as previously stated, a balance must be struck between the public sector 

bar and the efficiency and effectiveness of a public procurement exercise.  With the 

uncertainty of Brexit it is unclear for how much longer certain procurement 

requirements will be in place, for example OJEU.  

Joint procurement of large projects across local authority boundaries in the City 

Region rather than small individual developments would help improve economics of 

scale and perhaps lead to greater efficiencies.    

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?   
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Proactive forward planning is required by utilities providers, for example Scottish 

Power and Scottish Water, in consultation with national/local government and the 

industry to plan for growth and improve the resilience.  

The principle of a National Infrastructure and Construction Pipeline to stimulate 

economic growth is welcome. Under the devolved Scottish jurisdiction of many 

categories within the infrastructure interventions, the Council are not part of the 

Pipeline. However, it should be emphasised that the logic to adequately market 

engagement and realistic programming should be considered to ensure the best 

opportunity for delivery.  

Again the uncertainty of Brexit could have an impact of the sector’s ability to deliver, 

not only in the short-term, but in the coming years.  

Innovation    

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

The Council is supportive of the work of the CSIC Scotland.  They have already 

provided free training on issues such as BIM and are working in partnership to 

explore modern methods of construction, passivhaus and other forms of offsite 

manufacturing.  

 

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

There are significant opportunities for offsite construction in the hotel sector, as 

already been demonstrated in the city through projects such as Citizen M.  Moreover, 

there are further opportunities for growth in offsite manufacturing, specifically in 

relation to quality control, reduction in waste, more efficient construction onsite, 

reducing construction time and increasing health and safety.  

Glasgow City Council’s Housing and Regeneration Services has introduced the 

‘Glasgow Standard’ which sets out minimum space and sustainability standards.   

This has been introduced to assist the Council to meet its carbon reduction targets 

but also to set a minimum space standard for property funded through the Affordable 

Housing Supply Programme.    

It is recognised that over the past few years, space standards have reduced.  The 

Council is keen to ensure that properties funded through the AHSP are adaptable 

and flexible enough to meet the future changing needs of the occupier without them 

having to move house because circumstances have changed i.e. reduced mobility.  

The Council is also extremely supportive of Passivhaus developments which offer 

significant reductions in heating costs which will benefit the occupier, as well as 

different forms of off-site construction methods which can offer cost, material and 

time savings together with factory standard quality control.  This has great potential 

to improve the construction phase and to reduce risks commonly associated with 

housebuilding.  

  

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

How can Scotland take advantage of this change?  
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The sector should consider taking advantage of the opportunity to develop offsite 

manufacturing and develop a ‘home grown solutions construction’ model.  This would 

offer:  

• potential cost savings;   

• reduction of time onsite;  

• quality control in a factory environment;  

• opportunities to attract labour to work in a factory rather than on site; and  

• less waste.     

Scotland needs to help the construction industry by offering incentives to invest in 

this type of manufacturing using Scottish materials.  This will not only create jobs, but 

could contribute to a reduced carbon footprint and potentially offer significant cost 

savings.  
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