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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 
 
SCOTLAND’S CONSTRUCTION SECTOR INQUIRY  
 
SUBMISSION FROM Scottish Contractors Group 
 
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. 

 
Employment in the Scottish construction industry is 198,000 (7.7% of total direct employment) with a 
turnover of £27.7bn (determined by Scottish Enterprise). 
 
The Construction Scotland Industry Strategy for 2019-2022 states the multiplier effect of 
construction is £2.94 for every £1 spend. 
 
This could be improved for the Scottish economy by reducing the economic leakage within the 
Scottish construction industry. This leakage could be addressed through procurement by ensuring 
all related activities throughout the supply chain were undertaken (wherever possible) in Scotland. 
While this may slightly increase tender prices, the potential economic benefits could far outweigh 
the additional costs and therefore should be seen as an investment. 
 
To maximise the potential economic benefits of construction in Scotland, how the industry does 
business needs to be reviewed right from concept, design, specify, procure and through to final 
sign-off. 
 
The Scottish construction industry also underpins a significant amount of the rest of the economy by 
creating the infrastucture and buildings where economic activity takes place. It also delivers many of 
the Scottish Government‟s key priorities such as energy, apprenticeships, innovation, housing and 
low carbon. 
 
2. What are the causes of the sector‟s productivity challenges? Can you suggest possible 

solutions?  
 

Construction productivity challenges are not unique to Scotland. While other sectors of the global 
economy have been transformed resulting in improved productivity, construction productivity 
improvements have been limited. 
 
That said, the Scottish construction industy is a very productive sector with the average GVA per 
employee in construction is £61,000 compared to an average of £53,000 for all other sectors (SQW 
report for Scottish Enterprise). However, there are significant variations through the supply chain in 
the GVA per employee within the Scottish construction industry with professional services 
performing best. 
 
To further increase productivity in the sector we require a procurement system which encourages it. 
Standardisation of design would allow material suppliers confidence to invest in developing suitable 
products and ensure they are made as efficiently as possible. Most construction projects are 
bespoke (driven by customer demand) which does not encourage suppliers to invest in processes 
to deliver the materials as efficiently as possible, as the cost of doing so would often exceed the 
savings from an individual contract of doing so. 
 
Where a bespoke contract is required (such as the refurbishment of an existing building) then earlier 
engagement of the whole supply chain in the project would allow the construction industry to identify 
potential productivity improvements in the delivery of it. It is very rare that this occurs with contracts 
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being awarded with strict time restraints which does not allow for a collaborative approach to 
delivering the project and therefore removing the opportunities to identify, and enact, productivity 
improvements. 
 
3. How effective is Scotland‟s construction supply chain? Explore areas of gaps, duplication, etc.  

 
There are concerns there will be a sufficient number of trained workers across the supply chain in 
the future with an aging workforce and the possible implications of Brexit. The industry needs to 
ensure that it encourages high calibre young people into the sector  to meet current and future 
needs of the sector. 
 
Much of the products used in Scottish construction have to be imported due to the limited 
manufacturing base. 
 
Procurment practices by clients which focus on lowest cost of construction rather than best long-
term value does not provide the market conditions for an integrated supply chain and the benefits 
this brings. 
 
4. What is the future economic outlook and implications of Brexit on the sector? 
 
Construction relies on funding from a variety of sources and anything which will have a negative 
impact on the overall performance of the economy, and consumer confidence, will have significant 
implications for the Scottish construction industry. 
 
As mention in the SCG response to Q3 – the industry relies on imported materials and any delays 
or increased costs in this would have a negative impact on construction. 
 
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? 

 
The UK Industrial Strategy and related Sector Deal reflects the £600bn National Infrastructure and 
Construction Pipeline, the great majority of which does not apply to Scotland.  
 
The sector deal is also supported by a “presumption in favour of offsite” which encourages 5 key UK 
government departments (most of which have no remit in Scotland) to focus on standardising 
design and aggregating spend to allow the economic development of offsite technologies.. 
 
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 feedback from members is access to finance continues to be hard for the construction industry 
and banks are demanding significant guarantees to release funds. 
 
7. What are your views on payment terms and payment behaviours across the sector?  
 
Procurement drives behaviours throughout the supply chain and award of contracts on lowest price 
basis puts considerable financial strain on the supply chain. This magnifies the importance of 
payment through the supply chain due to the exceptionally low margins throughout construction. 
 
There is anecdotal evidence that payment has been delayed on major contracts but the SCG 
believes this is due to the way contracts are brought to market and there needs to be assurance 
that all those engaged in the design and construction of buildings get a fair return on their work and 
exposure to risk. 
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Cash retention – the withholding of a percentage of payment on construction work until it is 
completed free of defects – is intended to provide security to the industry‟s clients that any defects 
will be rectified appropriately. However, retentions are problematic for all parties in the supply chain 
and generally do not provide an appropriate or proportionate mechanism for ensuring quality and 
fair payment. 
  
The Construction Supply Chain Payment Charter, introduced by the Construction Leadership 
Council, sets out an ambition to move to zero retention by 2025. 
  
SCG fully supports the abolition of retention by no later than 2025, in accordance with the ambition 
set out in the Construction Supply Chain Payment Charter, which was introduced by the CLC in 
2014. We are calling for a joint approach of Government legislation to abolish cash retention by no 
later than 2025, supported by the industry developing and implementing a phased roadmap, as the 
only way to drive the cultural changes needed to address the underlying issues of retention. 
 
Feedback from members shows there are significant variations in payment behaviours despite 
guidance or stipulation to pay within 30 days. 
 
Duty to Report Project  
SCG believes that fair and transparent payment practices are essential for a successful construction 
industry and it has been a key issue for the organisation since it was formed in 2015. 
  
UK Government legislation introduced in April 2017 – Duty to Report on Payment Practices and 
Performance – requires large companies to publish information on their payment practices every six 
months. 
  
Identified as a specific action within the recently published Construction Sector Deal, SCG members 
collectively agreed for Build UK to benchmark them on both the average time they take to pay 
invoices and the percentage of their invoices paid beyond terms. 
  
This has enabled Build UK to present a clear and comprehensive picture of payment within 
construction for the first time. Not only will this enable the supply chain to make more informed 
decisions, it demonstrates a real commitment to addressing this long-standing issue and will help to 
drive good practice. 
  
The published information can be found here –  
https://builduk.org/priorities/improving-business-performance/duty-to-report/table/ 
 
 
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? 
 
There are many positives within the construction skill model with Foundation Apprenticeships, 
Modern Apprenticeships and Graduate Level Apprenticeships. It is hoped that the wider 
apprenticeship opportunities within construction will create a better environment and opportunity for 
young people to join the industry. 
 
However, there are concerns regarding the ability of the content of existing modern apprenticeship 
college based learning to reflect modern working practices, using modern technology used on a 
regular basis onsite. We need apprenticeship content to adapt and develop in parallel to innovation 
in the industry. 

https://builduk.org/improving-business-performance/2018/09/roadmap-to-zero-retentions/
https://builduk.org/priorities/improving-business-performance/duty-to-report/table/
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This can create an environment where unaccredited training in modern technology is delivered 
without the required scrutiny and robustness of the training within the apprenticeship model. 
 
10. How does Scotland‟s apprenticeship system contribute to the sector? Is it doing enough to meet 

equality challenges in the secor?  
 
Scotland‟s construction apprencticship system plays a key role in the sector. With increased 
apprenticeship routes this will hopefully assist in addressing the lack of gender diversity within the 
construction industry. 
 
However, career choices are invariably made long before that young people consider the route into 
the industry. SCG has played an extremely active role in Construction Scotland‟s Inspiring 
Construction programme which looks to promote the whole of the construction industry as a career 
of choice to all young people.  
 
The perceived image, culture and behaviours by young people (and their career influencers) in a 
barrier to addressing the issue of equiality, diversity and inclusiveness. 
 
Procurement   
11. How do public procurement practices and procedures impact on the sector?  
 
The whole way the industry does business needs to be reviewed rather than individual aspects of it. 
If productivity, diversity, economic multipliers and training opportunities want to be encouraged then 
we need a procurement process which encourages and rewards those who invest in these. Around 
50% of Scottish construction sector turnover come from the public sector, therefore public 
procurement plays an essential role in behaviours in the industry. 
 
The way contracts are procured drives behaviours throughout the supply chain and this is the 
primary issue that needs to be addressed to create the right environment for these elements to 
flourish and succeed. 

 
If funding is secured but time limited, then the contract will brought to market with strict deadlines, 
the prequalification process will then use a significant amount of that time therefore creating an 
environment where the contractor has to solely focus on its delivery rather than other potential 
positive initiatives which could be linked to the contact. Therefore, not creating the environment to 
encourage aspects of construction which all stakeholders agree would be in the long-term benefit of 
both the industry and wider economy. 
 
The current pre-qualification (PQ) system is complex, bureaucratic and repetitive and costs the 
industry up to £1 billion a year. 
  
Build UK and CECA are aiming to reduce bureaucracy and cost in the construction PQ system by 
establishing a single assessment standard for stage 1 (business assurance). 
  
In 2017, the Construction Leadership Council (CLC) welcomed the work to be undertaken by Build 
UK and CECA as a “real and practical way of reducing bureaucracy and improving quality in the 
procurement process”. The CLC confirmed it would be encouraging adoption of the revised 
standard throughout Government construction procurement. 
  
Now identified as a specific action within the Construction Sector Deal, Government is committed to 
„developing a standardised cross-industry pre-qualification process and Pre-Qualification 
Questionnaire (PQQ) that can be adopted across the public and private sectors‟. 
  

Common Assessment Standard  
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o    The project will create a Common Assessment Standard which will comprise of a 
question set based on existing PQQs, including PAS 91, and desktop and 
site/premises-based assessment standards. Companies will be audited once a year, 
by a recognised assessment body, against the industry-agreed „Common 
Assessment Standard‟. This would be accepted by Clients and Contractors providing 
assurance that their supply chains are competent and they would not specify a 
particular assessment body. 

Assessing the Assessor 
o    To deliver quality control and ensure confidence in the new PQ system, assessment 

bodies will need to prove their capability to audit companies against the Common 
Assessment Standard. Assessment standards will be agreed and will be applied by 
each assessment body to provide Clients and Contractors with a verified supply 
chain. 

Data Sharing 
o    To enable Clients and Contractors to access verified PQ data and reduce duplication 

within the industry, a means of sharing data will be created and implemented as part 
of the new PQ system. 

Cross Industry Body 
o    A Cross Industry Body will be established to oversee the new PQ system and its role 

will include: 
1.    Implementation and review of the Common Assessment Standard 
2.    Recognition of assessment bodies to audit companies against the Common 

Assessment Standard 
3.    The sharing of verified PQ data. 

  
Build UK plan for a soft launch can be found here: https://builduk.org/wp-
content/uploads/2018/10/PQ-Reform-Soft-Launch-October-2018.pdf 
 
12. Do you have any suggestions on opportunities to enhance procurement practices across the 

sector? 
 
Improving the way construction is planned, procured and delivered, by building smarter commercial 
relationships between public sector clients and the supply chain is critical. Establishing a 
procurement and delivery model that focuses on the whole life performance buildings, rather than 
focussed on the capital cost of individual projects within the system, would drive even better 
outcomes and greater long-term value for the public purse. 
 
Create long-term pipeline of projects to create the right environment for those across the supply 
chain in the sector to invest in the skills, innovation and technology that many are reluctant to do 
because of the current uncertainty and cyclicality of demand. 
 
Infrastructure investment   
13. Considering the national infrastructure construction pipeline, is the planned pipeline sufficient?  
 
Innovation   
14. What are your views on the Construction Scotland Innovation Centre?  
 
Don’t think we should answer this question 
 
15. Where are the opportunities for growth within sub-sectors, e.g. offsite construction?  
 
There are opportunities for growth in offisite construction within the Scottish construction sector. As 
in our response to Q12, creating the right environment to encourage investment to explore these 
opportunities is essential. 
 

https://builduk.org/wp-content/uploads/2018/10/PQ-Reform-Soft-Launch-October-2018.pdf
https://builduk.org/wp-content/uploads/2018/10/PQ-Reform-Soft-Launch-October-2018.pdf
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16. How will technological changes (e.g. robotics, automation) impact on the sector? How can 
Scotland take advantage of this change? 

 
Technological change is already impacting on the sector but this could be further improved by 
creating the right environment through procurement to create the right trading conditions to 
encourage the development and use of automation. 
 
Standard design and construction of buildings will create the right environment for companies to 
invest in automation for delivering construction projects. 
 
 
 


