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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 

SCOTLAND’S CONSTRUCTION SECTOR INQUIRY  

SUBMISSION FROM ROYAL INSTITUTION OF CHARTERED SURVEYORS  

Economic impact of the sector  

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.  

Construction Scotland recently published its Strategy for 2019 - 20221, with the document 

providing key statistics that outline the sector’s importance as an economic enabler; for example: 

i. The Scottish construction sector contributes £21.5bn to Scotland’s GDP – equating to 10% 
of Scotland’s GVA;  

ii. It employs 170,000 people - equating to (circa) 10% of the Scottish workforce – 60,000 are 
self-employed.  

iii. For every £1 spent in construction, £2.94 is generated for the Scottish economy. 

These are significant figures which illustrate the pivotal role the construction sector plays in 

Scotland’s economy. 

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

We believe that better design, use and maintenance of buildings would help to improve worker 

productivity across all sectors and places of work. This can be assisted by ensuring professional 

standards are applied to buildings and the workplace, from construction right through to ongoing 

facilities management following construction completion. This would ensure people have the best 

possible working conditions. 

In terms of productivity, specifically in the construction sector, again it comes down to professional 

standards, training and skills. Ensuring the construction sector can adapt to emerging and 

changing technologies, and assist their use, could enhance productivity whilst contributing to 

tackling the skills shortage. 

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

Our Construction and Infrastructure market survey for Q4 20182 (published January 2019) 

indicated that political uncertainty – and the protracted stalemate – caused by Brexit is becoming 

ever more apparent with workloads in the commercial and industrial sectors grinding to a standstill 

across the UK.  

While the challenges are particularly acute in other areas of the UK, such as London, the 

construction sectors across the English regions have been given a boost through the additional 

£1bn in additional HRA borrowing to fund council housing has begun to stimulate activity. The 

scrapping of the cap in last year’s Budget has the potential to accelerate this positive trend in the 

public sector over the coming years.  

                                            
1
 http://www.cs-ic.org/media/3353/construction-industry-strategy2-for-web-copy.pdf  

2
 https://www.rics.org/uk/news-insight/research/market-surveys/uk-construction-and-infrastructure-survey/  

http://www.cs-ic.org/media/3353/construction-industry-strategy2-for-web-copy.pdf
https://www.rics.org/uk/news-insight/research/market-surveys/uk-construction-and-infrastructure-survey/
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However, the removal of the borrowing cap didn’t affect Scotland, and whilst the Scottish 

Government is drip-feeding capital investment for the 50,000 affordable homes target in 

consecutive budgets, it would be prudent to find an alternative source of investment to match the 

uplift in construction activity that should arise in other parts of the UK. This would provide support 

for the Scottish construction sector and ensure that Scotland – as an investment arena - remains 

competitive with other areas of the UK. 

Construction sector capacity remains an ongoing constraint for activity more broadly, however, 

with survey respondents reporting a ramping up of new hiring, even despite a moderation in 

business enquiries. Continued access to a qualified pool of non-UK workers to support this growth 

will be as important as ever, particularly for work on construction sites. 

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?  

The construction sector deal is a major step forward for the UK. It was the first such deal under 

the proposed Industrial Strategy and will see government and industry working together to 

support, invest and transform the sector, addressing the key issues outlined in the question. 

One of the most important issues to tackle under the new sector deal will be ensuring that 

construction has enough skilled workers to fulfil the Government’s plans to improve the UK’s 

housing, infrastructure and economic productivity. 

On a regular basis, our market surveys3 have raised concerns over labour shortages holding back 

progress and driving up costs. Under the sector deal, it is hoped that a strong industry and 

government partnership can work to keep vital workers in the country and attract new talent into 

the trades and professions we need. 

Anecdotally, however, the introduction of construction sector measures from the deal have been 

slow and inhibited, causing frustration amongst sector participants. It is imperative that sector deal 

momentum is rebooted. 

 

Access to finance  

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.  

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

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

mechanisms used e.g. project bank accounts?  

In our most recent market survey, financial constraints were reported by 78% of surveyors to be the 

most significant impediment to building activity.  

Difficulties with access to bank finance and credit, along with cash flow and liquidity challenges, are 

often cited reasons alongside generally less favourable cyclical market conditions.  

                                            
3
 https://www.rics.org/uk/news-insight/research/market-surveys/uk-construction-and-infrastructure-survey/  

https://www.rics.org/uk/news-insight/research/market-surveys/uk-construction-and-infrastructure-survey/
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When asked how credit conditions have changed over the past three months, 20% more 

respondents report a deterioration rather than improvement compared to a net balance of -12% in 

Q3. This negative sentiment becomes even more protracted at the three and twelve-month horizons 

as well. 

Meanwhile, concerns regarding planning delays and restrictive regulations have moderated over the 

course of 2018 and, while still elevated, are now in-line with the average of the past six years. 

Workload growth is now reported to be decelerating across all regions of the UK; including 

Scotland. That said, year-ahead expectations for workloads and hiring are the most resilient in 

Scotland with net balances of +38% and 31%, respectively. 

During oral evidence, RICS stated that PBAs ensure small businesses are paid on time by 

prompting payments – providing vital cash flow for SMEs.  The Project Bank Account (PBA) pilots in 

Scotland were considered a success, and their wider roll out is welcome. 

The Scottish National Investment Bank should have the potential to help transform Scotland's 

economy through long-term patient capital. Likewise, its precursor – the Building Scotland Fund – 

could provide much needed support. However, more details on their operation and priorities are 

needed. 

Skills  

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? 

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

equality challenges in the sector?  

Only recently has the Scottish Government begun delivery of foundation and graduate 

apprenticeships for employers needing to meet their skills needs at higher levels, but the Scottish 

apprenticeships system still has apprenticeships based on the National Occupational Standards 

(NOS).  

In many cases these are long overdue for revision to meet the developments that have taken place 

in industry.  In addition, there are a relatively small range of subject areas covered by Foundation 

and Graduate apprenticeships available for employers to use.  

Anecdotally, RICS get many requests from employers who work across borders to see if they can 

use the new English apprenticeship standards for their future and existing workforce in the devolved 

nations and recoup the apprenticeship levy to cover the costs.  At present we have to advise then 

that the systems differ and that, particularly for graduate level apprenticeships, the numbers are 

limited by the funding allocation to universities rather than by the employers need.  

RICS member employers are keen to increase the diversity of their workforce and apprenticeships 

are just one way that they are striving to do this.  

Coupled with innovative recruitment practices, many are increasing the diversity of their workforce. 

However, in Scotland the apprenticeship recruitment process is less able to utilise innovative 

processes due to the challenging nature of the application process.  
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The Fair Work First agenda may go towards helping the diversity of apprentices, but that work is 

embryonic; and for graduate apprentices, employers will not see the benefits in their workforce for 

several years. 

 
Diversity and improving gender balance in the industry.  
 
In the oral evidence session, all witnesses were asked to provide written information on diversity 
and improving gender balance in the industry. 
 
Female chartered surveyors in Scotland make up 16% of the profession - which is higher than both 

the UK and Global average – and this trait is repeated when looking specifically at our construction 

related pathways.  

In terms of emerging talent, there is even further encouragement to report. Women enrolling has 

increased in terms of numbers by 26% on 2018 and make up 38% of overall enrolments which 

contrasts with the 29% UK gender split. 

Newly Qualified Women numbers have increased by 33% on 2018 with a gender split of 35% 

women, this is 10% higher than the UK wide figure. 

We believe that the reason behind Scotland’s positive trends are down to the close engagement 

and utilisation of eminent female RICS members we have undertaken over a number of years, in 

addition to our focus on all girls’ schools to raise the profile of surveying as a profession using a 

good mix of male and female Matrix members. 

We also have good links with Women in Property, with our partner universities having a good 

gender mix of lecturers. 

In essence, to diversify the construction workforce, there needs to be a consistent, continued 

engagement of young women, ensuring that there is the right amount of information and a 

proliferation of high-profile women in the profession. 

 

Procurement   

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

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

sector?  

RICS covered issues with procurement in the oral evidence session. 

We believe the procurement framework in Scotland could be improved with the adoption and 

embedding of the International Construction Measurement Standards (ICMS).  

ICMS was established by the International Construction Measurement Standards Coalition 

(ICMSC), which comprised over 40 professional and not-for-profit organisations, which can provide 

greater global consistency in construction costing.  
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It is a high-level benchmarking and reporting framework for international cost classification, 

reporting and comparison’ that can annul reporting and costing method variances caused by the 

use of different standards.  

Ultimately, ICMS allows tenderers and investors to compare projects around the world on a like-for-

like basis. In turn, this reduces investment risk and increases confidence, transparency and public 

trust. Other benefits they identify include improved investment and funding decisions; improved cost 

prediction and management; more consistent accounting; consistent and transparent 

benchmarking; and improved ability to identify the causes of differences in costs between projects.  

Infrastructure investment   

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?  

This was covered in oral evidence. 

However, since the session, the Infrastructure Commission for Scotland was announced. A 

commission of this nature has long been called for by RICS, and it has great potential to produce a 

30-year investment strategy. A pipeline of long-term projects and programmes could entice built 

environment talent and workforce to Scotland, it should create attraction for this talent to remain and 

contribute. It is imperative that the Commission’s projects and programmes consider economic 

returns. 

Innovation   

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

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

take advantage of this change? 

MMC is not a new concept, and its name takes different forms – such as off-site construction, 

prefab homes and greater use of technology. RICS has been advocating the greater use of 

MMC for some time, as these methods have a number of advantages: 

 Quality can be more easily monitored and managed in a factory environment than on 

site; 

 Workforce training and management is easier; 

 The shorter time on site for erection means less exposure to the elements, with 

commensurate lower risk of delays and reduced health and safety risk; and 

 There is less inconvenience for neighbours and clients benefit from receiving completed 

buildings more quickly. 

By using new and innovative technologies and techniques, we can add another type of solution 

when faced with construction challenges, and it also allows us to take advantage of different 

skills sets, materials, production techniques and ways of getting buildings built. 

The UK Autumn Budget 2017 gave a big boost to offsite construction methods, suggesting that 

MMC would be favoured for public infrastructure schemes from 2019. There was also support for 

the MMC in the Construction Sector Deal published in July. Whilst it would be prudent of the 

Scottish Government to follow suit, a presumption in favour of MMC in public contracts would 

need to be met with an upskilling the workforce. 
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Essentially, modern technology needs modern skills, so Government and industry need to 

collaborate and produce an apprenticeship programme and training products that support the 

rollout of MMC and encourage new entrants into construction. This includes the up-skilling of the 

existing workforce and organisations – funded and enabled strategically, including the 

encouragement of SMEs.  

In our oral evidence session, RICS covered the issues that the construction sector has been 

struggling with, namely: low productivity, variable quality, output lagging behind targets, and slim 

margins for builders.  

MMC has the potential to revitalise the sector as it can address the aforementioned issues, and 

RICS published a paper on the topic in September 2018: Modern Methods of Construction: A 

forward-thinking solution to the housing crisis?4 

However, MMC is not the panacea to addressing the sector’s woes, nor is it the future in itself. It 

can, however, form an important part of building a better future. To do this, support is needed, and 

this support has to come from both government and sector employers as we need to upskill the 

existing workforce. 

The Government can support MMC through direct investment or, indirectly, through planning, 
education and construction and design quality standards and programmes. This includes 
encouraging and incentivising construction of MMC factories in areas of high unemployment. 
 
There is already widespread private sector investment in MMC, but more can be done to encourage 
cooperation and joint ventures, particularly actions that allow SMEs to access and invest in larger 
production plants. The Scottish Government may wish to consider the provision of risk mitigation to 
potential new entrants and suppliers. Indeed, providing guarantees for MMC products through 
accreditation and calculating their long-term value could assist their greater roll out. 
 
During the oral evidence session, RICS stated that “It would also be good if regulators became a 

little more familiar with MMC products”. 

To expand upon this point, there are numerous advantages in the greater use of offsite-

manufactured homes to significant levels. Similarly, there are opportunities for participants – across 

the business size spectrum - in the development process at present, and for encouraging of new 

entrants to the construction sector.  

In order to support greater use of MMC, regulators - such as NHBC, LABC, and BBA (BRE) – could 

improve the uptake of MMC by familiarising themselves on MMC products and properties. 

This would provide the consumer protections to encourage confidence in the greater roll out and 

use of MMC.  It’s important to note here that whilst the construction sector could benefit from the 

greater use of MMC, so could Governments – present and future – who set themselves ambitious 

house building and infrastructure targets. 

RICS would welcome the opportunity to discuss this written submission further with members of the 

committee. 

 

                                            
4
 https://www.rics.org/globalassets/rics-website/media/news/news--opinion/modern-methods-of-construction-

paper-rics.pdf  

https://www.rics.org/globalassets/rics-website/media/news/news--opinion/modern-methods-of-construction-paper-rics.pdf
https://www.rics.org/globalassets/rics-website/media/news/news--opinion/modern-methods-of-construction-paper-rics.pdf

