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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 

SCOTLAND’S CONSTRUCTION SECTOR INQUIRY  

SUBMISSION FROM BAM Nuttall Ltd 

Question - How important is the construction sector in Scotland as an economic 

enabler?  

Scotland is the third lowest in the Concentration of Construction firms as a 

percentage of GB total.  

  

However, this position, does not belittle the importance of Construction within the 

Scottish Market. Construction firms are a major source of employment and training 

for the workforce.   

Focus need to be increased on encouraging new entrants into Management, Staff 

and workforce throughout the industry. The current workforce is an ‘aging’ 

population and their skills will be lost if new entrants are not recruited into the 

business.  
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The number of jobs created by construction firms in the construction industry has 

been increasing since 2011, with construction employment increasing by 4.6%. This 

makes construction the fastest growing sector when compared with other services 

and production sectors. Scotland grew at a rate of 10% of all construction 

employment in Great Britain.  

Construction is clearly an highly important economic enabler and in particular within 

the Scottish region.  

  

Question - What are the causes of the sector’s productivity challenges?    

The housing crisis, planning laws, modular and next generation talent - all of this 
could be vital in boosting productivity in construction  

The latest budget identified several key areas that need to be addressed in 
construction. Putting aside the ‘B’ word, the most pressing issue facing the industry 
is low productivity. The effects of this are seen across construction, with inability to 
deliver housing being the most obvious. The productivity puzzle is complex but we 
are starting to find solutions. Both government and industry are focussing on this 
and we may look back on 2018 as the year we began tackling the productivity 
problem. The question is whether 2019 can build on this and deliver an industry 
revolution?   

Whilst productivity solutions continued to emerge in 2018, for the industry to 
accelerate and realise their potential it must come together in a more holistic way. 
For instance, how much progress could be made through a coordinated effort 
involving; legislative change, offsite construction and digital design?  

There was also budget encouragement for SMEs to start building and developing 
again. This is welcome given that the percentage of residential development by 
SMEs has fallen from 40% to around 15% in recent times.  

Years after the first wave of modular residential builds, the industry seems poised to 
embrace a different way of constructing. 2018 has seen more high-profile papers 
and initiatives building on the Farmer review. These range from the London 
Assembly’s ‘Offsite manufacture to solve the housing crisis’ to Heathrow Airport’s 
call for offsite logistics hubs to deliver its expansion programme.  

However, the offsite industry is fragmented. A myriad of systems are vying to be 
selected, with a presumption that selection should occur even before planning 
approval. Could 2019 be the year when we discuss as an industry how to design 
and procure in a way that promotes a standard kit of parts and a more agnostic 
approach to offsite solutions? If this seems far-fetched, they have been doing this in 
Scandinavia for 60 years; constructing 80% of components off site to deliver a rate 
of house building we can only dream of.  
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Whilst the benefits of offsite construction are well rehearsed, it takes longer to 
design and will cost more unless we develop components that suppliers want to 
build. The answer to this must be digital design. Young people now have digital skills 
that even a few years ago were unheard of. Why lose them to tech firms when we 
can entice them into our industry?  

For years architects and engineers have delivered code-based design. This means 
we are ripe for young coders to revolutionise the industry. Burgeoning digital 
categories at awards ceremonies in 2018 shows that the industry is embracing this, 
but how do we accelerate? Should businesses protect their intellectual property 
when they develop a piece of software, or should the industry sign up to an open 
sourced approach?  

Whichever way you look at it the solutions to the productivity problem are out there. 
Can 2019 be the year we grasp them in a more holistic way and really move things 
on?  

  

Question - What is the future economic outlook and implications of Brexit for the 

sector?  

The latest surveys on Brexit show uncertainty and rising cost pressures taking its toll 

on the Scottish economy as investment slows down.  

Increases in raw material prices have been cited as a leading cost pressure for 

Construction and Manufacturing Industrusties.  

The results of the survey reflect a challenging trading environment. It is clear from 

the survey results that many companies have pressed the 'pause button' as political 

uncertainty and increasing cost pressures take their toll on business investment and 

confidence.  

Recruitment difficulties remain a persistent challenge and in any investment 

slowdown, businesses need practical and measured policy decisions that will enable 

economic growth. The survey results show the recruitment challenge is particularly 

pronounced in manufacturing and tourism. It is a priority for business that the UK 

Government ensures immigration rules make it straightforward for companies to 

access skills at all levels, without prohibitive costs and additional bureaucracy.  

The manufacturing sector has posted a downbeat set of results, with business 

confidence at the lowest level since 2012. The unexpected fall in orders from 

Scotland, rest of the UK and internationally shows the direction of travel for the 

sector which appears likely to persist throughout 2019. Investment also showed 

signs of easing and profitability declined as raw material prices act as a significant 

cost pressure. Looking ahead, sales, investment, exports and profits are set to 

follow a downward trajectory with exchange rates cited as the leading concern for 

the quarters ahead. Whilst Brexit is a factor for manufacturing there are global 

economic trends at play too.  
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In construction, whilst orders and sales remain positive, overall investment levels 

have slowed for the construction sector. On the surface the sector remains resilient, 

however, business confidence is easing and investment is declining. The total 

employment levels from Q3 2018 to Q4 shows a big swing from positive to negative 

territory and future employment expectations are also down. The sector is very 

much in a 'wait and see' mode as the domestic economic outlook and Brexit weigh 

on decision making.  

Question - What are the sources of and barriers to accessing finance in the sector?    

There have been a number of recent initiative to create construction funding, e.g. 

City Region Deals  

City Region Deals are agreements between the Scottish Government, the UK 

Government and local government designed to bring about long-term strategic 

approaches to improving regional economies. Each deal is tailored to its city region, 

reflecting its individual economic strengths and weaknesses, and comprises a 

programme of interventions to support positive, transformative change.  

Current deals  

Glasgow City Region Deal  

£500 million to the £1.13 billion Glasgow City Region City Deal Infrastructure 

Investment Fund over 20 years.  

Aberdeen City Region Deal  

Up to £125 million to the Aberdeen City Region Deal, supplemented by up to £44 

million committed by Aberdeen and Aberdeenshire Council and other local partners.  

Inverness and Highland City Region Deal  

Up to £135 million in the Inverness and Highland City Region Deal. The UK 
Government has committed up to £53 million, and the Highland council and 
regional partners have committed up to £127 million over 10 years.  

Stirling and Clackmannanshire City Region Deal  

Up to £45.1 million each towards the Stirling and Clackmannanshire City Region 

Deal. Regional partners will match this investment with up to £123.8 million, resulting 

in a deal worth over £214 million.  

Edinburgh and South East Scotland City Region Deal  

£300 million to the deal over 15 years alongside additional funding from partners 

comprising six member authorities, the city region's universities and colleges, and 

the private and third sectors.  



BAM Nuttall Ltd   EEFW/S5/18/C/57 

5 

Tay Cities Region Deal  

Up to £150 million over 10 to 15 years towards the Tay Cities Region Deal. Together 

with regional partners’ contribution, this deal has the potential to secure more than 

6,000 jobs and attract £400 million of investment.  

Future deals  

Will include the three Ayrshire Councils and the Borderlands (Scottish Borders, 

Dumfries & Galloway, Carlisle City, Northumberland and Cumbria) on their growth 

deal proposals.  

Currently limited opportunities appear to have been taken to market, and a 

programme for future spen requires to be reviewed to ensures that this investment 

comes to fruition.  

Transport Scotland  

“We seek to deliver a safe, efficient, cost-effective and sustainable transport system 
for the benefit of the people of Scotland, playing a key role in helping to achieve the 
Scottish Government’s Purpose of increasing sustainable economic growth with 
opportunities for all of Scotland to flourish.”  

The procurement strategy of Transport Scotland requires to be improved if they are 
to deliver the major infrastructure projects as planned, e.g.  

• A9 Dualling Perth to Inverness  

• A96 Dualling Inverness to Aberdeen  

• High Speed Rail  

• A82 Tarbert to Inverarnan  

• A720 Sheriffhall Roundabout  

• Ferry Travel Improvements (including ‘Life Line Services)   

• Rail Improvement Projects  

  

Question - Do you have any suggestions on opportunities to enhance procurement 

practices across the sector?  

For too long the procurement strategy for the Scottish Region has been a typical 

race to the bottom, to have a low price to execute the works. This is wholly 

unsustainable and results is safety concerns, poor quality, programme overrun and 

adversarial conditions between all stakeholders.   

Fully integrated collaboration between Clients / Designers / Contractors / Supply 

Chain / Stakeholders has to be the way forward. Trust and openness between all 

parties will increase the true value of the product, lead to a sustainable future within 

the Construction Industry. This will allow skill workforce to be retained and 
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apprenticeships to be developed whilst attracting staff and workforce with the correct 

values and culture into the Industry.  

Project 13.  

Project 13 (P13) is an industry-led initiative to improve the way infrastructure is 

delivered and managed in terms of productivity and performance. P13 is a set of 

principles, or guidance, and is not meant to be a definitive way of managing a 

project. It is sponsored by the Infrastructure Client Group, a joint group of industry 

figures, academics and infrastructure owners representing public, private and 

regulated infrastructure sectors including, but not limited to, Network Rail, the 

Environment Agency, Highways England, Heathrow and National Grid as well as 

BAM Nuttall.   

It seeks to establish a new approach based on an enterprise, not a traditional, 

transactional arrangement. The enterprise model includes an investor, owner, 

integrator, advisors and suppliers.   

• The enterprise is led by the owner who manages and operates the assets.  

• The investor's remit is concerned with affordability, societal and financial benefits.  

• The integrator brings in appropriate suppliers and advisors at relevant points, as and 

when, they can best add value. They employ a 'systems thinking' approach which 

links individual capabilities to the attainment of programme or project outcomes.   

• An advisor, supports the realisation of the owners' definition of value. There will be 

many different advisors involved in an enterprise, providing a wide range of 

expertise such as: environmental, technical, design, planning, commercial and legal.  

• The supplier provides the materials, components, specialist services, construction or 

labour to enable the delivery of the programme.  

BAM Nuttall is a member of the Future Leaders' Group, which is helping to 

implement the initiative and is reviewing the types of capabilities, processes and 

systems needed to achieve effective integration and the roles and responsibilities of 

the integrator.   

The company is committed to engaging in a long term relationships with its suppliers 

and customers based on delivering value throughout a project's lifecycle. BAM 

Nuttall has established a Steering Group to implement P13 which aims to enhance 

its existing collaborative practices and capabilities based on a wider definition of 

value, shown below.  

'Value is recognised and appraised on the basis of a broad spectrum of long-term 

outcomes. Value measurement goes beyond the output per capex £ and extends to 

outcomes per whole life cost £. Value is enabled through fit-for-purpose 

procurement, contract and reward models that make possible enterprise, rather than 

transaction based approaches. The value model of the future is underpinned  

by highly capable people with a range of skills and a transparent performance 

management system that drives informed management and decision making.' - 

P13 Blueprint, ICE This requires a shift in our thinking:   
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From Growth  To Maturity  

Focus on asset creation  Focus on asset management and 

operation  

Focus on cost of initial build  Focus on long term performance  

Outputs for clients  Outcomes for the ultimate customers  

Traditional constructed solutions  Innovative integrated digital / physical 

solutions  

Fragmented, siloed organisations  Integrated enterprise team  

Limited reward for developing skills  Incentivised to improve skills and staff 

productivity  

Purchase scope  Reward outcomes + performance  

Short term transactional relationships  Long term sustainable enterprises  

Transfer risk  Incentives joint performance  

  

P13 is a shift in language from clients to owners, from scope to outcomes. 

Infrastructure projects should be seen as a network of interdependent organisations, 

an ecosystem. The commercial model is driven by demonstrating value, sharing risk 

and performance-based incentives, while the delivery approach is determined by 

combining capabilities.   

We have already started to assess some of our projects using the P13 Governance 

Maturity Index Matrix to develop improvement plans to bridge our gap analysis. This 

self-assessment questionnaire allows us as a project partner and potential integrator 

to determine our, and our clients' maturity, across five core areas. The high 

performing definition is included for each one.   

• Capable owner - the requirements are defined in outcome terms  

• Governance - the way we procure, measure performance and organise ourselves 

generates value  

• Organisation - we have the right skills and supply chain contracts encourage 

collaborative behaviours and an outcome based approach  

• Integration - we use tools to enhance integration and conduct joint R&D initiatives  

• Digital Transformation - investment is driven by customer need and lifetime value. 

Big data is seen as important as the physical asset.   

We are also working with P13 early adopters and our supply chain at tender stage to 

develop an understanding of the behaviours and governance structures necessary 

to successfully implement this transformation.   

The benefits of Project 13 include:  

• Access to 'experts' without additional management layers from day one  

• Faster value adding innovation to share with the industry   
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• Access to specialists from other industries to provide challenge to existing standards 

and bring value for money  

• Experts embedded within the team at an early stage to ensure buildability and 

reduced rework  

• Early buy-in to the proposed solution and its risks based on a set of established 

values  

• Shared commitment to deliver continuous improvements in performance throughout 

the contract  

• Clarity on where input from specialists and stakeholders will add the best value to 

outcomes, with the right people involved at the right time  

• A positive and incentivised environment, with roles allocated to best achieve 

outcomes, and behavioural standards set by strong leaders  

• Detailed design, risk mitigation and price agreed at an early stage  

• High performing, resilient infrastructure due to an emphasis on whole life and soft 

landings / handover and maintenance  

• Enhanced asset information and management with a focus on digital construction to 

support scheme planning and generate a single source of truth   

• Outcome secured for the end-user e.g. better passenger experience, quality of life, 

place shaping etc.   

Question - What are your views on the Construction Scotland Innovation Centre?    

Construction Scotland Innovation Centre (CSIC), is strategically placed across 

Scotland to assist not only the Construction Sector but all Business and Industries 

throughout the region.   

The free and impartial service has helped hundreds of organisations to create and 

improve products, streamline services and develop processes which have enabled 

them to increase profits, maximise export potential and ultimately become more 

sustainable.  

• Facilitating collaborative partnerships between all industry sectors, including charity, 

social enterprise and 3rd sectors, helping businesses work together on key industry 

challenges  

• Connections to thousands of academics across all disciplines; from science, 

engineering and technology to sales and marketing, we find quick solutions to many 

questions  

• Access to off the shelf technologies that you can develop to fast track your R&D  

Question - How will technological changes (e.g. robotics, automation) impact on the 

sector and how can Scotland take advantage of this change  

We have over the last few years actively enhanced our Digital capability and we are 

currently continuing to upskill our teams both in Kilsyth and on our projects.   

  

Our detailed modelling helps towards clash detection which has been valuable with 

respect to rework and non-conformity issues.   
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Melgarve Substation models used for clash detection.  

  

We are currently choosing to engage and contract with collaborative designers that 

can offer 3D outputs from the early outline design stages through to the detailed 

design stage. This affords us the opportunity to engage more the designers at all 

stages and thus identify issues in a timely manner to improve planning, buildability 

and reduce on site delays.   

  

In 2019 we aim to operate in a minimum 3D capacity. As such we have a substation 

project due to commence in April 2019 for which we have a full 3D model in 

operation. This is during the preconstruction phase forming the foundation of the 

detailed designing. Close collaboration with the designers will result in the 

digitisation benefits being realised and be in line with our “Build it before you build it” 

campaign.  

Digital Construction is a key driver of BAM Nuttall going forward. We have invested 

significant monies in resources and software to develop and upskill our staff. Our 

strategy is to be a premier infrastructure brand, a contractor of client and employee 

choice. This will be achieved by maximising the lean application of innovative 

technology and information systems, delivering projects using leading information 

management standards, providing value to our supply chain, our consumers and our 

business.  

"Digital Construction is the use of digital tools to capture, share and use information 

to improve the processes which create and maintain the built environment."  

Digital Construction processes are used to make projects more efficient, produce 

savings in time and cost and reduce waste across the lifecycle of an asset.   

Building Information Modelling (BIM) or Digital Construction is the process of 

generating, sharing and managing data and information during the procurement, 

design, planning, construction, handover, maintenance and decommissioning of 

assets.   
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Digital construction processes are used to make projects more efficient, produce 

savings in time and cost and reduce waste across the lifecycle of an asset.   

Typically it uses three-dimensional, real-time, dynamic modelling software to 

increase productivity in design and construction.   

However, digital construction is about the people, not the processes - the focus 

should be on BIM as a collaborative environment for sharing information. The 

process produces the Building Information Model, which encompasses geometry, 

spatial relationships, geographic information, and quantities and properties of 

building components. The customer is procuring a digital built asset as well as the 

physical one - the digital asset becomes a tool for long-term management of the 

facility and reducing maintenance costs.   

Benefits of Digital Construction:  

Enhanced collaboration and co-ordination  

• BIM increases collaboration through information sharing  

• It improves communication and information flow between people, both internally 

within a company, and externally between companies across the industry and with 

stakeholders  

• Projects are completed by people sharing ideas and BIM technology makes this a 

quicker, more visual process  

Using technology and the 3D model to generate and share information  

• Advanced data management and modelling technology facilitates this increased 

collaboration through a 'single source of truth'  

• Information is shared quickly and easily between people, with controls in place to 

maintain strict version control and commercial confidentiality. Data is accessible 

even away from the main network, with tablet PCs and smartphones able to view 

and submit live, on-site data back to the central model using BIM 360 Field and BIM 

360 Plan  

• The model is used to drive the design, construction, handover and maintenance 

process. All work connected with the project, from inception to decommissioning, is 

recorded in the database and accessed through the model   

Standardisation and interoperability to enhance collaboration  

• Increased collaboration within businesses using compatible technology is matched 

with full interoperability between designers, suppliers, contractors and customers  

• Standardised components, measures and processes (BIM Standards and the BIM 

protocol) mean a model can be transferred smoothly from designer, to contractor, to 

customer, with easy input from suppliers. The model and its associated information 

is in a useable format for everyone who needs to use it  
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Future Building Projects will lend themselves to adopt automated and robotic 

processes to undertake repetitive and complex operations. Due to the nature on 

Civil Engineering Projects, the use of such technology is currently limited due to the 

environment and geographical logistics encountered on major construction sites. It is 

likely that the Oil and Gas together with Nuclear Decommissions sectors will initially 

lead the field in this technology.   

Scotland with its Oil and Gas Infrastructure and programme of Nuclear 

Decommissioning is well placed to lead this opportunity.  

  


