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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 

SCOTLAND’S CONSTRUCTION SECTOR INQUIRY  

SUBMISSION FROM: BAM Construction Ltd  

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 Fraser of Allander report for December 2018 states that Construction represents 6% of Scottish 

Economic output and forecasts that activity will grow by circa 1.1% between now and 2021, compared 

with circa 1.4% for the economy as a whole. With an Economic Multiplier value generally accepted as 

circa x 2.85 for this sector (RICS and others), the importance of construction as an economic enabler 

is highly significant and its impact on national GDP performance is crucial. As Scotland‟s 3
rd

 biggest 

employing industry, with 234,000 people or 10% of the working population directly engaged (of whom 

28% will need to be replaced by 2027, meaning 91,000 new jobs) Construction provides essential 

work throughout the country. The accepted economic multiplier effect of construction is 1:2.84 making 

it the most effective and immediate way of spending to generate positive economic returns, providing 

the initial investment is not a sub-prime bid.  

 

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

possible solutions? 
Productivity challenges in the construction industry are caused by inefficient project procurement 

processes, lack of appreciation of supply and resourcing challenges during design and specification 

(and subsequent poor productivity), unrealistic expectations and planning by both clients and industry, 

an ageing (22% of the workforce is aged 50-60), non-demographic workforce and critical resource 

shortages in skills and experience of designers, managers and tradespersons. Loaded on to this are 

the lack of visibility of a forward pipeline of work that discourages investment. If any factory-based 

product manufacturer only built one prototype of every product model, which was specified by their 

consumers who took no account of their supply chain, they would face exactly the same challenges 

as the construction industry.  

Solutions include a radical review of how construction is procured moving from lowest cost/maximum 

risk transfer to collaborative procurement, the recruitment of young people (particularly female) into 

construction professions and trades and clear, open dialogue between clients, designers and 

contractors on what can and cannot be delivered within budgets and project programme 

requirements. 

 

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

duplication, etc.  
Scotland‟s construction supply chain effectiveness is largely determined by the market conditions 

created in work supply and demand and the procurement practices utilised at the time by clients and 

their advisors. Supply chain effectiveness is measured by delivery of high quality projects on 

programme and on budget but is often influenced by the manner in which projects are purchased 

(contracted) the timing and pre-determined timescales for these and the budgets pre-determined 

against deliverables expected. The desire of procuring bodies to pass all risk down to their suppliers 

combined with lowest cost purchasing of construction services is a major issue for the consttuciton 

supply chain. 



BAM Construction Ltd  EEFW/S5/18/C/27. 

2 

With a few exceptions (notably the availability of skilled bricklayers and masons) Scotland‟s 

construction supply chain has generally proved capable of delivering volumes required but issues 

relating to programme and quality have led to justifiable concerns. Recent failures of medium and 

larger M&E Services contractors are concerning and the SME supply chain and Tier 1 & 2 Main 

Contractors are all currently focussed on the need to recruit and retain new young people into the 

industry. 

 

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

Public sector investment in construction in Scotland, both in buildings and infrastructure, has always 

been, and remains likely to be, crucial for industry and the country as a whole. Any reduction of this 

spend due to Brexit related issues will negatively impact on the economic outlook for the sector.  

The impact of Brexit on labour and material supplies is considered to be significant for productivity 

and costs in the short term but, if the environment is created that will encourage domestic recruitment, 

training and manufacturing, could be overcome in the longer term. Import costs and taxation will 

determine any long term construction cost inflation, particularly for mechanical and electrical 

equipment. 

 

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?  
In theory the impact of these should be significant, but so far actual Scottish public sector 

engagement with improved procurement practices, adoption of MMC and DfMA (innovation) and 

upskilling is not coming through at „grass roots‟ level. As such this remain aspirational not actual.  

 

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.  

As can be seen by recent industry failures, our financial institutions have disengaged from companies 

operating in the construction industry. There are far too many examples of funders „pulling the plug‟ 

as soon as a business in this sector, even one with a long term profit history, needs support.  On the 

other side of the equation even the largest developers cannot raise funding from institutions for 

speculative buildings. In this scenario we would describe the barrier to accessing finance as 

considerable for all sizes of business.  

 

7. What are your views on payment terms and payment behaviours across the sector? 
Highly variable. At private client level we are frequently seeing significantly extended payment terms 

of 90 days from date of invoice while 28 days from invoice are becoming the norm on public sector 

contracts (ie outside the 30 days from application limit set by the reform act). Around 25-30% of all 

payments we receive from Clients are paid beyond the agreed terms. 

The same behaviours apply to payments from „Tier 1‟ contractors down their supply chains where 

some treat their supply chains as extensions of their own businesses while others operate extended 

payment periods, „hit and miss payments‟ and retain retention funds indefinitely. Unfortunately the 

public sector does not differentiate between these different business cultures.  

 

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

the mechanisms used e.g. project bank accounts?  

While the results of several trials have not been widely publicised, it is understood that these have not 

produced any benefit for the public or private sector. These are massively complex, costly and time 

and administration consuming instruments that are unlikely to actually deliver what either the public 

sector or the industry wants and were designed for use on large, multiple JV, infrastructure projects. 
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In many circles they are seen as evidence that the public sector will look anywhere for the answer but 

to its own lowest cost/maximum risk transfer procurement methods that drive behaviours.   

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? 
If Government has a formalised construction sector skills planning model, it is not visible to those 

involved in attracting talent, meeting skills shortages and preparing for technical change in our 

industry. 

The STEM initiative for schools is welcome and to be supported and promoted and the DYW 

programme is a vehicle which can bring about progress, particularly with interaction and support 

through and by industry. The extent to which a sector skills planning model (if it exists) is failing but 

seen as essential is evidenced in the initiatives currently being taken and promoted by industry itself.  

Principal in this is the Inspiring Construction programme, created by Construction Scotland and the 

Scottish Contractors Group, with support from CITB, and this is seen by industry very much as the 

way ahead. It brings together the resources and efforts of all industry supply chain partners in a 

coordinated programme, working with DYW and SDS, rather that the disparate training, education 

and employment efforts of individual businesses called for on each public sector project as 

“Community Benefits”. 

 

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

enough to meet equality challenges in the sector?  
Scotland‟s Foundation, Modern and Graduate apprenticeship system is beginning to contribute to 

improving the future of the sector and is widely welcomed by industry. Further education and 

instruction on the system and how it works are still required for young people, parents, teachers and 

employers and this must be a future focus for government, through DYW and SDS, and industry, 

through Inspiring Construction. The efforts being made to meet equality challenges are obvious and 

welcome, and are expected to produce improvements in future, but there is a culture at both higher 

education advisory and parental level that construction is „not for girls‟ that needs challenged and 

overcome. This needs much greater funding.  

The GLA has been a very positive development but the lack of a Construction Management GLA (with 

no plan to create one in the pipeline) leaves all future construction managers going down a civil 

engineering pathway which is designed for infrastructure, not building.  

Procurement   

11. How do public procurement practices and procedures impact on the sector?  
As discussed above, the majority of public procurement is undertaken on a lowest cost, maximum risk 

transfer basis. The European single Procurement Document (ESPD) system is not doing what is was 

designed to do, which was reduce bureaucracy.  Numerous PA‟s require the same information be 

resubmitted for individual tenders on bespoke templates. Actual tenders are rarely received when 

notified, leaving bid teams under-employed, and are then „rushed out‟ with multiple tender addendums 

issues throughout the tender period and TQs rarely closed out.  

The use of MEAT criteria is designed to balance cost and quality in a contract award, but RIAS 

research showed that everything under 70% quality, 30% cost is awarded to the lowest bidder. The 

Abnormally Low Tender mechanism is completely ineffective in discouraging „suicide‟ bids from 

contractors. As such the sector remains immature in the way it engages at both client and supply 

chain level leading to poor quality buildings, disputes, claims and cost over-runs.  

  

There are some more mature, collaborative procurement vehicles which are beneficial in reducing the 

cost waste associated with traditional tendering, but contractors and consultants working on these are 
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now suffering from working for unsustainable fees and metrics, ever-increasing client driven 

programme slippages where the contractor has to fund all of the development costs and short-term 

thinking on reducing capital cost late in project development periods. The requirement of the public 

sector for contracting and design businesses to forward fund design costs on public sector projects in 

Scotland is particularly worthy of discussion.  

 

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

across the sector? 

This comes down to whether the public sector is not aware of the impact of its practices on the sector, 

or is happy for the sector to effectively fund the public purse while accepting poor quality, poor 

delivery, disputes, claims and internal fragmentation and business failures as a consequence of that 

policy? 

If the former, better and enforceable guidance on good procurement practice, use of median cost 

scoring for tender costs (as adopted in NI and the CCS framework) to delink lowest cost from tender 

awards, adoption of collaborative procurement methods with ECI and supply chain engagement, 

mandated use of standard forms of contract rather than adoption of bespoke legal amendments to 

transfer all risk, better education of procurement staff on construction or ultimately centralising 

construction procurement to ensure best practice (again as the NI model) and clear visibility of 

pipeline with accurate tender release dates and internal controls to ensure that project tender 

information is fit for purpose at time of release.  

 

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?  
The quality of information on the long term „infrastructure‟ pipeline (and by infrastructure we would 

extend the definition to all construction projects) is so poor that we cannot answer the second 

question. It would suggest that the visible pipeline is not sufficient and the recent return of below 

prime cost bidding (ie tender awards under the cost plan) would suggest that contractors are buying 

work now in expectation of a downturn. 

The awards of recent large infrastructure projects to parties that are not domiciled in Scotland means 

that they have not been built by staff who have their long term future in Scotland or pay tax or spend 

their incomes in Scotland and this has been a lost opportunity.  

The country‟s ability to fund its‟ infrastructure needs is more likely to be the issue, rather than the 

construction sector‟s ability to deliver these, although lessons learned from recent high profile projects 

must be reviewed impartially, particularly in relation to forms of contract and improved client / supplier 

relationships.  

 

Innovation   

1. What are your views on the Construction Scotland Innovation Centre?  
It is a good concept in theory, but it would be hard to argue that for the duration of its existence the 

CSIC has made a significant impact on the day to day construction industry in Scotland. The majority 

of its work appears, from the outside, to be related to assisting timber kit manufacturers develop their 

in-house products.  

 

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

The main opportunities for growth within sub-sectors of the construction industry are as follows: 

 Offsite construction 
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 Design for manufacture and assembly 

 Digital services 

 

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

How can Scotland take advantage of this change? 
The construction industry still relies on manual labour as its primary source of productivity. The 

reason that robots do not yet play a significant role in construction on site is that construction tasks 

are notoriously difficult to automate and the construction site itself is the primary obstacle to robotic 

automation. 

 

Robots are utilised in other industries for repetitive tasks in a controlled environment. Construction 

sites are the opposite. Robots need to be able to adapt to real-time variability in their environment 

with little to no reprogramming in order to be profitable and productive. This is extremely challenging 

but a few different construction robots are attempting to break into the market as follows: 

 

 3D-printing robots 

 robots for brick-laying and masonry 

 demolition robots  

 remote controlled or autonomous vehicles 

 

In time, as with self-driving cars, construction robots should have a major impact on the industry in the 

future as construction companies look to automate more and more tasks for the sake of safety, 

efficiency and productivity. 

 

 


