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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 

SCOTLAND’S CONSTRUCTION SECTOR INQUIRY  

SUBMISSION FROM Skills Development Scotland 

Skills Development Scotland (SDS) welcomes this opportunity to respond to the 

Committee’s inquiry on construction and Scotland’s economy.  As Scotland’s national skills 

agency, our aim is to make skills work for Scotland by improving the response of education, 

training and careers services to the needs of our economy and employers, thereby 

providing Scotland’s people with the best possible chance of succeeding in the world of 

work.  

Given the wide remit of the inquiry we have focused on those identified priority areas of 

most relevance to SDS, and would be happy to expand on these and other issues at our 

oral evidence session on 26 February.  

Economic impact of the sector  

In 2018 the construction sector accounted for 9% of all employment in Scotland (235,100 

employees), making it the second largest employing sector in Scotland. This excludes 

voluntary workers, self-employed and working owners who are not paid via PAYE, so this 

figure under-estimates the number of people who work within the sector. 1 

Since the recession in 2008, when 283,200 people were employed in the sector, 

employment decreased by 17% (the joint largest decrease of any sector).  However, more 

recently (since 2016) sectoral employment has grown by 4%, twice the rate of national 

growth. Thus, the sector can be characterised as a large sector which declined during the 

recession, but which has recovered and grown in recent years. 

By 2021, employment is forecast to increase by 13,400 (6%), with a further increase to 

reach 29,000 (12%) by 2028.  The rate of growth over this decade will make construction 

the fastest growing sector in Scotland over that period; in comparison employment growth 

across all sectors is forecast to be 3%.  The growth will, in part be driven by new policy, for 

example the need to build 50,000 new affordable homes by 2021 to meet the Scottish 

Government target.  The Construction Industry Training Board (CITB) estimate2 that the 

annual recruitment requirement for construction workers in Scotland will be 2,130 each year 

in 2018 - 2022. 300 Civil Engineers will need to be recruited each year to meet demand. 

                                            
1 (The data shown is an estimate only, and is based on the Business Register and Employment Survey 

(BRES) and controlled to the UK employee jobs series, Workforce Jobs (WFJ) (ONS).) 

 
2 CITB Data from Industry Insights. Available online at: 
https://www.citb.co.uk/documents/research/csn_reports_2018-2022/2018csn_scot_full_120218.pdf.pdf 
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Based on employment in 2018, almost one quarter (24%) of the workforce will need to be 

replaced by 2028. The sector’s net requirement for workers up to 2028 will be 83,300. This 

represents 8% of the net requirement for workers across all industries.   

Construction makes a significant impact to each region in Scotland.  Research shows that 

11% of all businesses in Scotland are in the Construction Sector.   There are regional 

variations, with this figure varying between 9% to 15% in 7 of the 14 regions in Scotland 

identified by SDS in our Regional Skills Assessments3. Construction is one of the key 

sectors forecast to make the largest contribution to regional GVA growth by 2028.     

The Scottish Construction Industry Strategy 2019-20224 states that for every £1 spent on 

construction output, an additional £2.94 is generated, and the average Gross Value Added 

is £61,000 for an employee in the construction sector, which is £8,000 more than the 

average across other sectors.  

The construction sector in Scotland is dominated by Small and Medium Enterprises (SMEs) 

with an estimated 45,500 businesses within the construction sector footprint. These 

organisations are predominantly SME’s and represent a diverse range of business types 

and specialisms.  

The sector is impacted heavily by the overall economic climate, and is highly susceptible to 

cyclical growth or decline.  Aspects of the sector such as its diverse nature, number of 

SME’s, sub-contracting model that operates across many projects, payment terms & 

conditions, and a procurement process that can focus on lowest cost across the sector, 

means that the focus can often be on short-term priorities and the infrastructure is not in 

place to absorb economic fluctuations.  

Scotland’s economy grew by 1.2% in 2018. This was faster than the rate of growth in 2017 

but slower than the rate of growth across the UK (1.4%). The short-term outlook is for only 

a modest pickup in growth, as Brexit related uncertainty constrains business investment 

and household incomes remain under pressure.   As the form of Brexit remains unknown, 

the outlook on the economy is difficult to predict.   However, as the Construction Sector 

historically is impacted significantly by the general economy, a decline in growth or a 

potential recession as a result of Brexit, would have a significant impact on output and 

employment across the sector.   

In addition to Brexit creating uncertainty around business investment, there is also 

uncertainty regarding its implications for free movement in the European Union (EU) for EU 

citizens. This could have an impact on the pool of labour in Scotland as fewer people might 

be able to work in the UK, likewise fewer EU nationals might be willing to. The latest figures 

from the Office for National Statistics (ONS) show that net migration by EU citizens fell 

following the Brexit vote, due to an increase in the number of EU citizens leaving the UK.   

                                            
3 https://www.skillsdevelopmentscotland.co.uk/what-we-do/skills-planning/regional-skills-assessments/ 
4 http://www.cs-ic.org/media/3353/construction-industry-strategy2-for-web-copy.pdf 
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Over-lapping strategic challenges remain in the labour market including working-age 

population, public spending and the fourth industrial revolution.   A low migration scenario 

brought on by Brexit could lead to the exacerbation of these challenges.   There are over 

140,000 EU nationals across low, medium and high skilled jobs in Scotland's economy, 

making up 6% of our workforce in general.   

National-level skills gaps, shortages and under-utilisation have either sustained or modestly 

increased between 2015-17.  These challenges and wider recruitment difficulties are likely 

to be a permanent feature of the Scottish labour market.  The proportion of establishments 

in Scotland with Skills Shortages Vacancies was sustained at 6% between 2015-2017.  The 

proportion of establishments reporting skills gaps in Scotland has risen from 14 to 16% 

between 2015-2017. 

Office for National Statistics data showed that in 2018, 5,793 EU nationals and 1,428 non-

EU nationals were employed in construction, which represents 4% of the workforce.  

However, within elementary trades and related occupations the figure of EU nationals is 

about 12%.    

CITB research into migration and construction suggests that the key reason construction 

employers hire migrant labour is due to a shortage of skilled UK applicants.   There are 

concerns within the sector that UK Government migration policy may not allow access to 

the skilled labour needed, but this is still an unknown. The current information suggests that 

the focus will be on using migration to fill skill gaps at a higher level.  While this will support 

many roles within construction, there is a large proportion of roles that are lower skilled 

where migrant labour is a key labour source.  In addition, there are concerns over possible 

increased material costs. 

The overall impact of Brexit on the economy is still unknown and is difficult to currently 

estimate. However, as construction is affected by the economy, any changes to overall 

economic forecasts are likely to have a significant impact on the sector.   The recent press 

coverage of the construction market and Brexit has been negative, with articles being 

published on a slowdown in the housing market and rising construction costs.   

The aim of the UK Industrial Challenge Fund is to improve productivity within the sector.  

The Fund aims to transform the construction sector – enabling it to produce safe, healthy, 

efficient building using the latest digital manufacturing techniques. 

From a Skills Development Scotland perspective, one of our objectives is to work with 

stakeholders and industry partners such as CITB to help ensure that apprenticeship training 

and apprenticeship frameworks adapt over time to reflect best practice, and ensure new 

practices are embedded in the sector successfully.   
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Skills  

Skills planning 

Improving skill levels of the existing workforce, as well as the future workforce, is 

fundamental to improving productivity and economic growth. Improving skills levels is 

ideally accompanied by business and capital investment, innovation, new products and 

processes and developing new markets. As such, skills are a part of a high growth 

economy, alongside other factors, and SDS are working as part of the Enterprise and Skills 

Strategic Board to critically review the return on investment from skills in Scotland. Our 

Skills Planning Model provides a unifying approach for future skills and employment 

strategies.  

Skills intelligence helps us to understand the current and future demand for skills and jobs 

across Scotland, by geography, industry sector and occupation. We develop the depth and 

quality of the intelligence base, through the collation and analysis of labour market 

information, and by working in partnership with industry to identify and articulate current and 

future skills demand. 

Having a robust evidence base is crucial if we are to ensure a fit for purpose skills system. 

SDS and partners are working to develop evidence on the key strategic issues and 

challenges for Scotland, for example boosting productivity and the implications of Brexit.  

Regional Skills Assessments (RSA) provide a robust evidence base to support partners in 

strategic skills investment planning.  These are produced by SDS in partnership with 

Highlands and Islands Enterprise, Scottish Enterprise, the Scottish Funding Council and the 

Scottish Local Authorities Economic Development Group. RSAs include the use of recently 

published datasets, and as a result of feedback from partners, RSAs now include forecast 

data that has been commissioned through Oxford Economics.  

The Skills Investment Plan (SIP) for Scotland’s construction sector5 was launched in 2015 

and this is being progressed by SDS.  This sets out the characteristics of the sector and its 

economic importance, identified skills challenges and training and skills provision and 

created an action plan to address these issues.  There has been a lot of positive work done 

by throughout the sector by many stakeholders including SDS, employers, CITB, Scottish 

Qualification Authority, Trade associations and professional bodies throughout the industry 

directly relating to these themes.   This includes Modern Apprenticeship (MA) frameworks 

being revised and approved and the creation of Graduate and Foundation Apprenticeship 

opportunities in the sector.  

Moving forward, the Industry Leadership Group has recently established a skills sub group 

to focus solely on skills.  This will feed into the work of the Industry Leadership Group and 

other sub groups.  This group brings together expertise from across the Industry and will 

help retain the strategic focus on skills and will work with the Skills Investment Plan to 

review progress and ensure the sector continues to move forward.   

                                            
5 https://www.skillsdevelopmentscotland.co.uk/media/35688/sds_construction_sip_digital.pdf 
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Apprenticeships 

As Modern Apprentices (MAs) are employees, the volume of starts for each MA framework 

is determined by employer demand.    SDS prepare annual sector demand statements to 

support industry leadership groups and other stakeholders as part of the skills planning 

process in relation to apprenticeships. This work helps inform the demand estimate that 

informs MA contacting in the future year.  This demand, along with factors such as policy 

priorities and budgetary constraints, is considered when contact volumes are determined.    

The apprenticeship system is responsive, and as the sector expanded post-recession SDS 

worked with other industry stakeholders to support a greater number of MA starts in the 

sector in line with employer demand. In 2014/15 there were 4,409 MA starts in the 

‘construction and related’ occupational grouping, rising to 4,894 in 2015/16, 5,934 in 

2016/17 and 6,104 in 2017/18. 

In Q3, 2018/19 (the most recent quarterly data available) there were 12,147 individuals 

currently being trained in Construction & Related MAs.  The achievement rate for 

Construction Apprenticeships in this quarter was 79%.    The most recent annual figures are 

for 2017/18 where there were 12,084 individuals in training, with an achievement rate of 

79%. 

The sector has embraced new opportunities as they become available and is committed to 

improving existing frameworks.  Two Graduate Apprenticeship and one Foundation 

Apprenticeship frameworks have been created: 

 

Foundation Apprenticeships  Modern Apprenticeships  Graduate Apprenticeships   

Civil Engineering 
 
 

Construction: Building 
Construction: Civil 
Engineering 
Construction: Professional 
Apprenticeships 
Construction: Specialist 
Construction: Technical 
Construction: Technical 
Apprenticeships 
Domestic Plumbing and 
Heating 
Electrical Installation 
Heating, Ventilation and Air 
Conditioning and 
Refrigeration  
 

Civil Engineering 
Construction: Built 
Environment  

 
There were 47 Civil Engineering Foundation Apprenticeship starts across 6 Local 

Authorities in Cohort 1 (2016-18), rising to 87 starts in 8 Local Authorities in cohort 2 (2017-

2019). Cohort 3 (2018-20). Foundation Apprenticeships: Progress Report: 

https://www.skillsdevelopmentscotland.co.uk/media/45251/fa-progress-report.pdf 

https://www.skillsdevelopmentscotland.co.uk/media/45251/fa-progress-report.pdf


Skills Development Scotland  EEFW/S5/18/C/47 

6 

These frameworks and apprenticeships are reviewed regularly with industry and adapted to 

industry demand and new technology. For example, the ‘Construction Technical’ framework 

has been designed to support the training and upskilling of Site Managers, and was 

developed in response to industry demand.  

The commitment to apprenticeship training in Scotland happens despite the sector having 

some inherent traits that can be a disincentive to training.  The sector is dominated by 

SME’s, a four year apprenticeship is the norm, where the dominance of the subcontractor 

model and the procurement model can encourage short-time survival at the expense of 

long-term investment. The sector has a long positive history of apprenticeships, and it is the 

route into many occupations.  The need for practical experience along with training is 

valued in the Industry, as is the end qualification which builds a flexible and qualified 

workforce.  

The most recent SDS MA outcomes survey (2016) demonstrates a high level of satisfaction 

with MAs from those in the Construction sector: 

• 98% of apprentices said they were better able to do their job due to MA  

• 98% were more confident in abilities due to MA 

• 95% agreed they were doing work they want to do in the long-term.  

Many of the figures for Construction were among highest across all sectors.   

We recognise that attracting talent into Construction and competing with other sectors will 

be an ongoing challenge.   The need for new talent to replace those that leave the sector 

due to retirement is recognised, as is the need for talent to meet new challenges, and 

recent increases are due to the combined effort of many organisations from across the 

Industry.    

The Construction Industry Training Board (CITB) are a major stake-holder in apprenticeship 

delivery, and there is some uncertainly while reform takes place to move away from direct 

delivery towards a focus on setting training standards and quality assurance.  

There is much to be optimistic about and working in partnership, the sector is well 

positioned to meet challenges, including equality.  

Our five year Apprenticeship Equality Action Plan, originally published in 2015, outlines the 

work we do, and will continue to do to improve diversity and equality of opportunity in 

apprenticeships. It also lays out our contribution towards achieving the ambitions from 

Developing the Young Workforce.  

There is no short-term solution which will achieve substantial change in the face of 

embedded cultural stereotypes, bias and perceptions. Neither can transformation be 

achieved by one plan or individual agency. SDS works with national partners such as 

Education Scotland and the Scottish Funding Council, and specialist equality organisations, 

to challenge stereotypical and biased views held by young people and their influencers 

(parents, teachers and others). Through these partnerships we aim to reduce the impact of 
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those perceptions on choices throughout an individual’s learner journey. However, it may 

realistically take 10 – 15 years of sustained effort to start to see the impact of this work on 

apprenticeship uptake.  

There has been a range of recruitment campaigns and initiatives over the years, however 

the impact so far has been small.  There are also many deeper issues that go beyond 

cultural stereotypes and there are fundamental issues on working conditions (physical and 

work design) that also contribute to the imbalances.  These issues are important, and in 

addition to the work SDS are leading with on the equalities plan, other work must be done 

to address these issues.  

 
 

 

Innovation   

The Construction Scotland Innovation Centre is a partnership between industry, education 

and other stake-holders and it supports the industry as it innovates and develops good 

practice.  In a sector with inherent characteristics that can discourage innovation at an 

individual business level and discourage widespread adaptation of new technology there is 

a need for this type of support. The Centre therefore offers valuable expertise and resource 

to the Industry.    

Within SDS we are aware that construction sub-sectors may gain predominance over time.  

We work closely with industry and stakeholders to ensure apprenticeships stay-fit-for-

purpose and that support is where it should be.    

Potential growth areas that we are aware of and working with stake-holders to monitor 

include: 

Off Site – This is an early stage growth area and there are mixed views across the industry 

as to how widespread adaption will be.  However, much positive work is being done to 

promote the advantages of off site construction.  

Energy Efficiency and Retrofitting is likely to be a major growth area.  There was a Short 

Life Working Group in 2018 that listed recommendations and future policy is likely to drive 

demand in this area.   It is likely that much of the work required to meet this agenda will fall 

into the construction sector for both future applicants and those already in the sector.  

Ensuring the skills needs are articulated and understood will be essential moving forward.  

House-building – It is estimated that in Scotland 465,000 new homes will be needed by 

2035.  This will need to be supported by a skilled workforce.   A Short Life Working Group 

(including SDS) was held recently to look at recommendations for a skilled workforce to 

meet these skills needs.   

Traditional Building Skills – SDS has been working with Historic Environment Scotland to 

create a Skills Investment Plan – while this plan has a wider focus than construction, it is 
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recognised that demand for traditional building skills will continue to grow as buildings age 

and there may be increasing demand for skills in this area.  

It should also be highlighted that within this industry different sub-sets can compete for the 

same pool of skilled labour.  

From a Skills Development Scotland perspective, one of our objectives is to work with 

stake-holders and industry partners such as CITB to help ensure that apprenticeship 

training and apprenticeship frameworks adapt over time to reflect best practice, and ensure 

new practices are embedded in the sector.   

There are some jobs/ roles in the sector where automation may have an impact.  However, 

many roles will not be replaced by automation and the need for traditional core building 

skills will remain.  What is likely to change is the tools that those working in the sector can 

access and use.  As such, increased digital skills is a focus within the Industry.  CITB 

recently (October 2018) published in ‘Unlocking construction’s digital future: A skills plan for 

industry’.6  Within SDS there is a focus on embedding digital skills across the economy.    

This is an area where the ILG skills sub group will contribute to improving activity.  

 

 

 

 

 

                                            
6 https://www.citb.co.uk/research-and-insight/innovation-technology/unlocking-constructions-digital-future/ 


