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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 

SCOTLAND’S CONSTRUCTION SECTOR INQUIRY  

SUBMISSION FROM Prof William Hare and Dr Michael Tong, Glasgow Caledonian 

University 

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 sector contributes £21.5 billion to Scotland’s gross domestic 

product. In 2018 Q3 Construction grew by 2.9%, which contributed 0.17 percentage 

points to the total GDP which emphasises its importance as an economic enabler. 

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

possible solutions?  

The fragmentation of the Construction industry. A drive towards improving 

quality through a mixture of skills development and process improvements such as 

more innovative procurement (e.g. integrating capital expenditure budgets with 

operation and maintenance budgets), production innovations (e.g. Offsite and Crane 

Erect) and process innovations (e.g. improved application of Supply Chain 

Management).  

 

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

duplication, etc.  

The effectiveness of Scotland’s construction supply chain(s) are limited as 

there are too many barriers (some listed previously in Q2) to allow this to take root. 

However, one notable area of good practice can be found from the Scottish Future 

Trust’s Hub Framework. This is a notable example where the supply chain is given a 

suitable environment and continuity of work to develop its effectiveness.  

 

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

The only comment is that Brexit will only exacerbate skills shortages and 

impact on productivity and drive the necessity for greater innovations in 

procurement, productivity and processes. 
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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 Funds and Sector Deals are too complex and difficult to access. The 

problem can be remedied by making access to the funding more flexible. At the 

moment funding for innovation needs to be led by industry, but most construction 

organisations are reactive and are slow to change. In many cases, they do not know 

what they want. Allowing universities and other research establishments the flexibility 

to lead projects, and make applications for funding could help this. It is still essential 

to have industry partners, but the flexibility will be crucial. 

 

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.  

No comment 

 

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

No comment 

 

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

the mechanisms used e.g. project bank accounts?  

No comment 

 

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 Construction Industry Training Board (CITB) has a remit to fill skills gaps 

and support training etc. across the UK. As such, it provides useful intelligence at a 

macro level e.g. identifying a shift in skills needs from ‘infrastructure’ to ‘building’, 

with the former cooling (after an exceptionally high period of growth), and the latter 

being subject to ambitious Scottish Government targets (CITB CSN Forecast 2018-

2022). However, at a local level, CITB seems out of touch as far as Scotland is 

concerned. For example, its forecast for Annual Recruitment Requirement (ARR) of 

typical housebuilding trades (such as joiners, plumbers, electricians) is expected to 
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drop over the next three years, despite the current drive by the Scottish Government 

to boost housebuilding. A number of Local Enterprise Partnerships (LEP) work with 

CITB to develop local skills planning, however these only exist in England. In 

Scotland, CITB work with the Scottish Government, however, there seems to be little 

collaboration with Skills Development Scotland (SDS). CITB published its first 

regional analysis of the Scottish industry in June 2018 (Local Construction Skills 

Needs for Scotland), which includes comparisons of other analysis, including SDS 

which is forecasting a rise in construction output, compared to CITBs forecasted drop 

in output. It is suggested that SDS is in a better position to analyse Scottish regional 

data with more granularity. Further, with the current restructuring and contraction of 

CITB’s role within the construction industry, the Scottish Government may wish to 

consider a proposal to extend the remit of SDS in relation to skills planning. In any 

case, much of CITB’s intelligence gathering is outsourced, and local ‘Scottish’ 

organisations are better placed to undertake this.  

Research by Glasgow Caledonian University for the Health and Safety Executive 

(HSE RR443) explored differences between the Scottish and rUK construction 

industry in terms of safety. The investigations found some salient points: Scots place 

far more esteem on having a ‘trade’ than their English counterparts who are happy to 

be called a ‘builder’; this made the profile and culture of Scottish construction 

workers more like main-land Europe; the myth that Scots are drawn to London was 

dispelled as the average migration between Scotland/England was neutral; and 

Scots were more reliable when controlling plant and equipment, possibly a hint a 

being better placed to embrace new technology. There are definitely differences 

between the Scottish and rUK construction industries and a ‘one size fits all’ 

approach may not be the best. 

Therefore, as the role of CITB diminishes over the next few years, Skills 

Development Scotland should explore how it could fill the gap and provide a more 

tailored service. GCU could help in providing this 

 

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

enough to meet equality challenges in the sector?  

Following on from question 9, the contraction of the CITB has led to major 

training infrastructure across the UK, including Scotland (NCC Inchinnan), being 

‘sold off’. The Scottish Government could have greater influence over the training 

and apprenticeship needs of Scotland by investing in Inchinnan, and possibly 

creating others. This does not necessarily mean public ownership, as social 

enterprises could be incentivised (see: European Alliance for Apprenticeships) to 

deliver these services.  
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The apprenticeship levy is a UK tax system. It has been criticised in England and 

may be one of the factors leading to a 24% reduction in apprenticeships in 2018. A 

matter of great concern is not being able to pass the levy vouchers down the supply 

chain as larger firms do not generally directly employ trades persons. It is also 

considered unfair to Scottish based companies who have to pay the levy but are 

struggling to see the benefits. The Scottish Government should review its position in 

this respect and lobby for a change in the system. Specifically, exempt Scottish firms 

and possibly establish a wholly Scottish levy.  

 

Procurement   

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

The pressure on the public sector to procure based on lowest price and its 

unfounded association with best value must be addressed. This impacts on the 

quality of the product as well encouraging (out of necessity in most cases) an 

adversarial approach.    

 

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

across the sector?  

During collaboration with Health Facilities Scotland (HFS), and other public 

bodies, two linked factors come up time and again: the separation of capital 

expenditure budgets from operation and maintenance budgets; and the fear of 

wasting taxpayers money by not choosing lowest price. Both are linked and can be 

addressed through appropriate application of ‘Whole Life Costs’. When CAPEX and 

OPEX are separated, infrastructure is built for the lowest price possible with little 

regard for operational risks and costs. The problem is compounded because two 

separate budgets encourages procurement away from ‘overspending’ CAPEX 

because those procuring assets and infrastructure think they are wasting money that 

can be covered by OPEX budgets. The Scottish Government should re-evaluate this 

conundrum with a view to incorporating WLC as part of a ‘quality’ measure of 

tenders. Initial analysis has been done in this area with GCU and HFS and a fuller 

study could be developed to present the evidence for this approach.     

 

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?  

No comment 
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Innovation   

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

The CSIC has established a unique footing for innovation in the industry but is 

underutilised. The problem can be remedied by making access to the funding more 

flexible. At the moment funding for innovation needs to be led by industry, but 

construction is slow to change and in many cases does not know what it wants. 

Allowing universities and other research establishments the flexibility to lead 

projects, and make applications for funding could help this. It is still essential to have 

industry partners, but the flexibility will be crucial. 

 

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

Offsite construction has significant potential for growth, especially in the area of 

housing (both private and social). It has benefits in terms of creating a more pleasant 

working environment in a factory and improves health and safety by reducing the 

time that operatives need to work at heights on site (through the use of mobile 

cranes).  

 

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

How can Scotland take advantage of this change? 

Technological changes such as robotics and automation will become more 

prevalent in the medium to long term (5-10 years) but the current environment will 

make their application challenging. Potential demonstration projects to showcase 

what can be achieved might be the way forward. 

 


