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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.

ANSWER

The Construction Sector has been identified as a key sector within South Lanarkshire,

representing a significant contribution to the economy in numbers of businesses,

employment and gross value added.

Construction companies' accounted for 13% of the business base in South Lanarkshire in

2016. While this is down from 15% in 2008, this largely due to an increase in other types of

business rather than a drop in the number of construction companies. In actual numbers,

2016 saw the highest number of construction companies in South Lanarkshire throughout

the period since the 2008 downturn.

In all facets, such as total employment, turnover and gross value added, there has been

growth within the construction sector, since the low point in 2012, to levels now above 2008.

Employment levels are predicted to rise, over the period from 2017 to 2027, in the sector

predicts to approximately 12,300 employees.

With reference to the importance of construction in South Lanarkshire to the wider Scottish

economy, South Lanarkshire is third largest local authority area in terms of number of

construction companies and sixth in total employment. This indicates that in South

Lanarkshire the sector leans more towards micro business. In terms of GVA per head, South

Lanarkshire is second only to Edinburgh City.

SLC, together with seven partner councils across Glasgow and the Clyde Valley have

secured one of the largest City Deals in the UK.

With regard to construction activity, the £1.13 billion City Deal infrastructure fund comprising

some 20 individual projects will support the delivery of an improved transport network across

Glasgow and the Clyde Valley, key development and regeneration sites and improved public

transport. Business innovation will be targeted as this will potentially lead to the creation of

thousands of new jobs and establishment of programmes to provide targeted support to 16-

24 year olds and vulnerable residents.
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2. What are the causes of the sector's productivity challenges? Can you suggest possible

solutions?

ANSWER

Scotland's construction sector has numerous challenges around productivity. These mainly

relate to ensuring the better use of technology, better planning, effective regulations,

increasing and diversifying skills, reducing the amount of defective work and the problem of

skills and organisational fragmentation inherent within the sector. These issues are

exacerbated by the bespoke nature of projects and, of course, the weather!

The construction sector has consistently fallen behind other sectors when improving

productivity. Examples of how other sectors have improved should be reviewed and the best

practices promoted where applicable.

Better use of planning, technology and collaboration should be promoted, together with a

drive to alter behaviours, which will have a positive impact in the issue the sector has with

defective work.

Also, where possible the implementation of standardisation should be encouraged and

research carried out to establish areas where this could be adopted on and industry wide

basis.

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

etc.

ANSWER

Scotland has a mature and experienced construction supply chain, in design, manufacturing

and contracting, which operates effectively to support the sector.

There are areas which should be reviewed and this would include skills shortages, off site

manufacturing, technology (particularly in renewables) and planning of projects.

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

ANSWER

It is extremely difficult to predict the future economic outlook for the sector due to Brexit,

however should there be a general downturn in economic growth this will inevitably have an

adverse effect on the Construction sector.

Scotland Excel has produced a number of high level papers across a number of key

commodities including construction. Key points to highlight from these papers include:

• Potential lack of stability and supply in labour markets

• Potential lack of access to markets

• Potential for price increases (from tariffs, an increase in the cost of imported goods

resulting from a fall in the value of the pound or increased labour costs)

• Potential for price reductions should there be less market regulation

3 



South Lanarkshire Council        EEFW/S5/18/C/42

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?

ANSWER

This strategy sets out 3 main areas to be targeted, digital, off site manufacturing and whole

life asset performance. Development in these 3 areas will require a collaborative approach

including government, academic organisations and private industry.

Successful development in these 3 key areas will have positive impacts on the each element

listed above and at a governmental level a review of how Scotland can best access the

funding to progress these agendas should be promoted across the sector.

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.

ANSWER

It is felt that there is a risk averse attitude towards commercial finance from both lenders and

the sector in general when it comes to accessing finances, especially for the smaller

companies.

In terms of the support South Lanarkshire Council Economic Development offers to our local

business base, it is noticeable there has been less support provided to construction

companies over the years, in terms of grants or loans, relative to the size of the sector. This

is not, however, due to them being precluded from business support assistance as they can

access the support we offer and construction is one of the key sectors which we particularly

seek to engage and support.

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

ANSWER

Cash flow remains an issue for SMEs who do not hold extensive reserves nor overdraft

facilities and is particularly an issue where SMEs are subcontractors and depend on prompt

payment from main contractors.

This issue is further complicated by the individual nature of contracts, orders and

agreements for wide ranging services.

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

mechanisms used e.g. project bank accounts?

ANSWER

Financial management of large scale infrastructure projects in Scotland has a proven track

record of being effective. Within South Lanarkshire large scale infrastructure projects have

been recently delivered within the school estate, which has seen over £1 bn of investment

since 2004 delivering over 140 new buildings.
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Project bank accounts require careful consideration prior to the widespread implementation, 
however, this is an area of concern and a persistent grievance for SMEs/sub-contractors in 
particular, relative to timeous payments to sub-contractors. This is an issue often raised in 
the dialogue we have with smaller companies. 

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?

ANSWER

Construction Skills Planning enables key stakeholders to take advantage of attracting

talented people into the construction sector. There are two main FE and HE establishments

in Lanarkshire that provide quality learning and development opportunities, attracting

individuals into the construction sector. Key players such as SOS, SFC, Sector Skills Council

provide public funds to train and provide learning opportunities for this industry. This may

include a range of occupations from craft, technical to project management. There are a

range of accredited qualification developed and co-designed in partnership with employers

to respond to industry needs via the sector skills council, SOS and SFC.

Attracting Talent includes using a wide range of levers such as Modern Apprenticeships and

Transition training for e.g. a fund operated by SOS to upskill or re-skill skilled construction

workers to take advantage of opportunities within the Energy Sector.

More training in the areas of research and development and off site manufacturing would

lead to improvements across the sector.

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

meet equality challenges in the sector?

ANSWER

Scotland has a good structure for apprenticeships in Scotland via SOS and Construction

Skills Sector. The apprenticeship system in Scotland delivers a high quality learning system

for construction apprenticeships attracting a talent pipeline of new recruits. The network of

local colleges provides a range of construction learning opportunities including the option of

Modern Apprenticeships which is attractive for employers.

Addressing the gender imbalance in the construction sector has been an ongoing

conundrum. There has been significant work done to attract more females into the sector via

targeted awareness in schools, raising awareness and understanding of STEM subjects

including the introduction of Foundation apprenticeships in schools.

Procurement 

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

ANSWER

The public sector are one of the major procurers of construction services within South

Lanarkshire, however, based on the feedback received there is a very negative perception

from the local business base relative to the process.
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The primary criticism of the public sector procurement process is the level of complexity, 

particularly given the time and effort which can be invested in a tender only to win no work 

out of it. 

Work has been undertaken to understand the issues and address them by streamlining the 

tendering process e.g. "quick quote", or by communicating to SME's the reasons behind the 

process in events like "Meet the Buyer". 

SLC, in partnership with the Supplier Development programme ran a "Meet the Real Buyer" 

event in late 2018, at which SME's could speak directly to the operational staff within the 

local authority who organise works and not just procurement staff as you would find at a 

traditional meet the buyer. These types of events will be replicated on a regular basis. 

It should be noted that Public procurement practices can impact positively through promoting 

open and fair practices. The public sector also seeks to enforce positive employer behaviour 

in the industry through the Construction Charter, Fair Work Practices and use of Community 

Benefits. 

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

sector?

ANSWER

Opportunities include

• the use of Dynamic Procurement Systems (OPS) to improve the procurement

process and flexibility.

• Consideration of opportunities to increase supplier awareness of potential Tender

opportunities and how to access them, including improved use of Annual

Procurement report for opportunities.

• Feedback from sector to bidders to enhance/improve bidding, including accessing

support and training through the Supplier Development Programme

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?

ANSWER

No comment

Innovation 

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

ANSWER

The Construction Innovation Centre is a welcome addition to the sector, however, while the

economy remains fragile and the ongoing uncertainty, most businesses and commercial

partners will remain predominantly risk averse so the conditions are not ideal to realise the

full benefits and potential outcomes from this.
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15. Where are the opportunities for growth within sub-sectors, e.g. offsite construction?

ANSWER

Opportunities for growth within the sector should be concentrated on the areas research and

development, design and management (including the greater use of technology),

renewables and off site standardisation, design and manufacturing processes.

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

Scotland take advantage of this change?

ANSWER

Technological changes will have an increasingly significant impact on the Construction

sector. Scotland should prepare for this by ensuring we are the forefront of the research and

development of these new technologies.

Collaboration between academic centres and industry should be promoted, with the centres

of innovation being areas where new technologies, innovation and best practice can be

collated, accessed and shared across the sector.
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