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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 

SCOTLAND’S CONSTRUCTION SECTOR INQUIRY  

SUBMISSION FROM THE SCOTTISH BUILDING FEDERATION 

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.  

Between 2005 and 2017 (the most recent year for which full-year figures are available), the total value of 

annual output from the Scottish construction industry has risen from just over £10 billion to more than £15 

billion. A spike in output from the infrastructure sector of the industry saw output increase dramatically from 

£11.7 billion in 2014 to £14.5 billion in 2015, coinciding with the latter stages of completion of the new 

Queensferry Crossing. 

Over this period, other notable trends have included a recovery in the value of housing sector output to more 

than £3 billion from a low point of just over £2 billion in 2012. The value of private commercial output has been 

rising since 2012 (when it hit a low of £1.6 billion) although it saw a year-on-year decline in 2017 from £2.8 

billion to £2.6 billion and is yet to recover to pre-recession levels when it was generating more than £3 billion 

of output annually. 

The repair and maintenance sector of the industry has shown itself to be the most resilient of all and its annual 

value currently stands at an all-time high of £4.3 billion. 

The construction industry’s percentage contribution to Scottish employment has fallen from around 9% prior to 

the 2008 recession to around 7% in 2017. In absolute numbers, Scottish construction employment has 

dropped from a peak of 236,000 in 2008 to 186,000 in 2017. Industry employment numbers reached their low 

point in 2013, when the Scottish industry employed 165,000 people. 

These trends are further illustrated in Charts 1, 2 and 3 in Annex 1. 

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

Our latest quarterly survey of SBF members asked a series of questions related to the Scotland’s 

Construction Industry Inquiry and generated a total of 84 individual responses. 

As part of this survey, we asked SBF members to rate the current productivity performance of the Scottish 

construction industry and their responses are set out in Chart 4 in Annex 1: 

In individual comments, members cited the issue of an ageing workforce, a lack of appropriate training and 

the growing challenge of recruiting suitably skilled tradespeople as contributory factors to the industry’s 

underperformance in productivity. A trend towards allocating contracts to large managing companies that do 

not directly employ workers was also cited as a problem since such companies do not have to take 

responsibility for managing productivity but effectively outsource this responsibility to labour-only contractors 

or subcontractors. Other contributors suggested the recruitment of more apprentices and the roll-out of offsite 

construction techniques would help to improve overall industry productivity. 

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

We know of major contractors who are working hard with their own supply chains to ensure contracts are met 

and adhered to and are taking a positive and collaborative approach to supply chain management. On the 

other hand, there are examples of bad practice within the industry where managing companies subcontract to 
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labour-only contractors which can create issues of accountability. We would like to see more active promotion 

of good practice in supply chain management within the industry. 

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

The Scottish Building Federation regularly surveys its membership regarding their confidence about the future 

outlook for the industry over the next 12 months. The results of the Q1 2019 survey show a significant decline 

in industry confidence as set out in Charts 5 and 6 in Annex 1. 

In addition, we asked SBF members what they thought would be the impact on the industry of each of the 

following Brexit scenarios: 

 No deal 

 Theresa May’s deal 

 A Norway-style agreement 

 Remaining in the European Union 

The results are set out in the Chart 7 in Annex 1. 

Individual comments highlight uncertainties over supplies, price increases and tariffs which are making 

contractors particularly nervous about tendering for new work at the current time. Many are also concerned 

about Brexit uncertainties acting as an ongoing deterrent to industry investment. 

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?  

We have no specific comments in response to this question. 

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.  

We asked SBF members how easy or difficult they have found it to access finance for their business over the 

past three years. The results are set out in Chart 8 in Annex 1. 

Breaking down these results a bit further, SMEs appear to have found it most difficult to access finance over 

the past three years – i.e. companies with a turnover between £2 million and £25 million and employing 

between 10 and 250 people. Conversely, very small and very large contractors have either found it relatively 

easier or have not needed to access finance for their business. One respondent indicated that clients 

requiring bonds can be a particular challenge. 

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

The results of our membership survey show scope for improvement in payment terms and payment 

behaviours across the Scottish construction sector with more than half of respondents somewhat adversely 

affected by both, as shown in Charts 9 and 10 in Annex 1. 

Companies significantly impacted by current payment terms and payment behaviours cover the entire spread 

of company sizes, from businesses with an annual turnover of less than £500,000 and employing less than 10 

people right up to large contractors with an annual turnover in excess of £25 million and employing more than 

250 people. 

Certain respondents complained of regularly encountering 60 or even 90 day payment terms with clients 

“treating us like a bank”. 
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Others raised particular issues around the negative impact on cashflow of retentions, particularly when the 

industry typically works to margins of 1 or 2%. One respondent highlighted the business impact of having to 

pay up-front for materials and labour costs and then recoup these from the client when payment terms are 

regularly stretched or ignored. 

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

used e.g. project bank accounts?  

In 2016, SBF gave a cautious welcome to draft guidance from the Scottish Government on the introduction of 

project bank accounts for public sector construction contracts above a defined threshold. At the time, we 

underlined that their introduction should be viewed as only one of a much broader basket of potential 

measures that could be introduced to support the objective of prompter payment of subcontractors. We 

highlighted in particular the ongoing issue of retentions as having a significant impact on the cashflow of 

subcontractors, which the introduction of project bank accounts would not address. Two-and-a-half years 

later, whilst we welcome the use of project bank accounts, we are still of the view that other measures are 

needed to improve the financial management of large scale infrastructure projects, aside from project bank 

accounts. Foremost of these would be action to tackle the ongoing issue of retentions. 

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? 

Finding suitably skilled workers is a key area of concern for SBF members as shown in Chart 11 in Annex 1, 

which finds that almost 80% of respondents say they find it difficult or very difficult to recruit suitably skilled 

workers to meet the needs of their business. 

As set out in Chart 12 in Annex 1, most SBF members expect it to become even more difficult to find suitably 

skilled workers over the next three years: 

Individual respondents highlight challenges in finding suitably skilled workers in the traditional biblical trades. 

Some also highlight a lack of suitable incentives to recruit apprentices while others raise concerns about the 

dual impact of an ageing workforce and a failure to recruit sufficient apprentices into the industry. Competition 

for labour from other industries is also highlighted as a contributing factor to a general shortage of skills. 

Others also raise concerns about the potential impact of post-Brexit immigration policy on the industry’s 

capacity to recruit suitably skilled migrant labour in trades where suitably skilled workers are simply 

unavailable in the local labour market. 

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

equality challenges in the sector?  

As shown in Chart 13 in Annex 1, most SBF members’ assessment of Scotland’s apprenticeship system as it 

currently operates in the construction industry is either neutral or positive although a significant minority offer a 

negative assessment of the current system: 

However, as indicated in Chart 14, respondents are significantly more negative about the future performance 

of the Scottish apprenticeship system with half forecasting that the situation will deteriorate over the next five 

years, a third expecting the situation to remain the same and only 4% expecting the situation to improve. 

Individual comments raise concerns about a lack of interest from school leavers in entering the construction 

industry and a failure to promote career opportunities in construction in schools, particularly amongst females. 

Recent reforms and funding cuts at the Construction Industry Training Board (CITB) are also cited as a further 

cause for concern. 
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There is strong support for retention of the established SVQ Level 3 apprenticeship system for apprentices in 

the traditional craft trades but a concern that this is being undermined through cuts to funding, apprentice 

support for travel to college and the introduction of Foundation Level apprenticeships which do not offer a 

comparable level of qualification. 

Procurement   

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

Procurement procedures and practices are viewed relatively negatively by the majority of SBF members. The 

word cloud shown in Chart 15 in Annex 1 sets out which words most members would use to describe 

procurement practices procedures with the relative size of individual words showing how commonly that word 

was chosen by respondents: 

Individual responses argue that it is unfair that the procurement process does not do more to incentivise the 

direct employment of apprentices. Smaller contractors responding generally view procurement processes as 

excluding them while others deliberately avoid tendering for such work due to negative past experiences. 

12. Do you have any suggestions on opportunities to enhance procurement practices across the sector?  

Over the last two years, the Scottish Building Federation has been working on the development of a 

Construction Leadership Framework with a view to fostering a more collaborative and less confrontational 

environment within the Scottish construction industry. 

The following extracts from this work set out the current challenges around procurement and where the 

industry needs to be in the future: 

Where are we now? 

CONSULTANTS/ADVISORS CONTRACTORS 

Why do consultants struggle to design 
the right project?  
 
It is difficult for consultants to acquire the 
knowledge and expertise needed to design 
the right project without owning and 
operating infrastructure. They also struggle 
to identify the emerging technologies that 
shape new infrastructure solutions as these 
are usually being developed by 
infrastructure owners or in the supply chain. 
The traditional model often prevents owners 
and their consultants from engaging key 
suppliers in the design process on the basis 
that this will limit competition. The 
consultants’ business model is based on 
selling their services by the hour. This 
provides few incentives to develop 
alternative solutions that deliver the 
required outcomes with less investment in 
design and construction. Furthermore, the 
margins they earn are not sufficient for 
consultants to maintain the large networks 
of relationships within the infrastructure 
sector and the supply chain that are critical 
in keeping abreast of the latest ideas and 
innovations. Put simply, the tendency for 
consultants to consolidate into ever larger 

Why contractors struggle to manage the delivery 
process effectively? 
 
The growth in sub-contracting over the last thirty years has 
changed the principal function of contractors from planning 
and managing work to procuring and administering sub-
contracts. The contractor provides the overall planning for 
the project and coordinates the many interfaces between 
the sub-contractors. Sub-contractors in turn manage their 
own detailed engineering, logistics and production on site. 
Most projects lack an overall production system that 
coordinates design, manufacturing of components and 
assembly on site. As a result, inefficiencies and waste have 
become embedded in the delivery process and in the unit 
rates and other assumptions that suppliers use when 
preparing their tenders. This situation has evolved over the 
last thirty years. 
A study by British Services Research and Information 
Services in 1997 of the installation of Mechanical & 
Electrical services on projects showed that more than 50% 
of the labour used on projects in the UK could be saved by 
eliminating avoidable delays and achieving best practice 
task productivity. Ten years later a study by waste 
management experts, Waste and Resources Action 
Programme WRAP (Ref. 2) suggested that up to 15% of all 
materials delivered to construction sites ends up in skips. 
And a recent study by the Get It Right initiative 
www.getitright.uk.com showed that defects and errors in 
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CONSULTANTS/ADVISORS CONTRACTORS 

firms reliant on selling ever more man-
hours is not providing infrastructure owners 
in the UK with the services they need. 
 
Source: From Transactions to Enterprise. 
Project 13 

delivering projects can add 20% to their costs. Against this 
backdrop, construction is the only major industry in the UK 
that has failed to improve its productivity over the last 
twenty years. 
 
 
Source: From Transactions to Enterprise. Project 13 

 

Where we need to be in the future 

INFRASTRUCTURE CLIENT 
GROUP 

SCOTTISH GOVERNMENT 

We are committed to a moving 
away from transactional, cost 
driven procurement of individual 
assets. We are embracing the 
creation of value driven, 
collaborative teams that can 
deliver investment programmes that 
secure the outcomes demanded 
by clients and the public. 
 
 
Source: From Transactions to 
Enterprise. Project 13 

Design-led projects are often assumed to be costlier, focussed 
on unnecessary quality or more complex in construction. In 
fact, a good design-led project begins by fully considering the 
needs of users and future users and employs innovation and 
careful judgment to deliver the best product within budget. This 
ensures that buildings are not only fit for purpose, but future-
proof. Furthermore, good design methods can facilitate the 
closer collaboration between procurers, suppliers and end 
users, before solutions are specified, which ensures that 
proposals are fully tested, and meet users‟ needs.  
 
Source: The Scottish Government Construction Procurement 
Review 2013 

 

SBF’s work to develop a Construction Leadership Framework concludes that, if delivered through integrated 

procurement across the life cycle of the asset with integrated supply chains, construction has the capability of 

directly contributing to the 16 Outcomes at National level in Scotland.  What is required is documented in the 

Scottish Government Review of Construction Procurement, and the 2014 Procurement Act and reinforced by 

Project 13.  If senior leadership is applied then the industry will transform for the benefits of client value, 

enhanced ROI and environmental and societal outcomes.  The Construction Leadership Framework SBF has 

been developing is designed to be a practical toolkit for senior leaders within the industry to use with a view to 

delivering more sustainable practices and outcomes in project management and procurement. 

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?  

As shown in Charts 16 and 17 in Annex 1, 80% of SBF members consider the national infrastructure 

construction pipeline to be important for the future growth of the Scottish construction industry although a 

majority also judge accessing opportunities through this pipeline to be not relevant to their business. 

These perceptions link very closely to members’ views of current procurement procedures and practices in 

that, while members acknowledge the importance of government investment in infrastructure projects, many 

actively avoid tendering for such work due to negative perceptions and prior experience of public 

procurement. 

Innovation   

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

While we welcome the existence of the Construction Scotland Innovation Centre, we would like to see better 

alignment with the needs and priorities of the industry, rather than being comparatively more academically 
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driven as is currently the case. To give proper benefit to the industry, it is also important for the Centre to be 

competitive with alternative R&D providers and we would observe that this is currently not always the case. 

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

As already outlined, the introduction of offsite construction techniques is viewed by certain SBF members as 

an opportunity to improve industry productivity in the near future. 

We also asked SBF members how prepared they felt for each of the following industry innovations: 

 Off-site construction; 

 Building Information Modelling; 

 Automation; 

 Robotics. 

The results are set out in Chart 18 in Annex 1. 

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

take advantage of this change? 

As set out in Chart 18, SBF members feel relatively poorly prepared for the introduction of robotics and 

automation into the industry. By comparison, employers feel relatively well prepared for the introduction of off-

site construction techniques. Building information modelling is a concept that has already been introduced into 

the industry but employers still seem to feel relatively poorly prepared for it. 
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Annex 1 

Chart 1 

 

Source: ONS Output in the Construction Industry 

Chart 2 
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Source: Statistics from the Annual Population Survey 

Chart 3 

 

Source: ONS Output in the Construction Industry / Statistics from the Annual Population Survey 
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Chart 4 

 

Chart 5 

Overall, how would you describe your confidence about the economic prospects 

facing your business over the next 12 months, compared to the previous 12 months? 

Q4 2017 Q1 2018 Q3 2018 Q1 2019

Much more confident Slightly more confident

As confident Slightly less confident

Much less confident
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Chart 6 
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Chart 7 

Chart 8 
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Chart 9 

 

Chart 10 
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Chart 11 

 

Chart 12 
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Chart 13 
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Chart 14 

 

Chart 15 

Based on experience, what words would you use to describe public procurement 

practices in the Scottish construction sector? 

 

Chart 16 
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Chart 17 

 

Chart 18 
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