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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 

SCOTLAND’S CONSTRUCTION SECTOR INQUIRY  

SUBMISSION FROM CCG (Scotland) Ltd  

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.  

Scotland’s construction industry makes a substantial contribution to the economy, 

generating £24.2bn per year and employing around 180,000 people across 45,000 

businesses delivering around 10% of Scotland’s GVA (£10.5bn). 

 

Timber construction products & techniques are a particular strength for Scotland 

over the last 30 years and is a key growth opportunity because of the speed & ease 

of construction, sustainability & thermal performance but more particularly 

because of our leading industrial and academic expertise in this area. 

CCG is recognised as one of the most innovative construction & manufacturing 

businesses in the United Kingdom and employs over 700 personnel. We are 

operational across all sectors of construction; however, our core business is in the 

delivery of affordable housing. 

The Scottish Government’s focused investment strategy in housing has delivered 

tangible knock-on multiplier impacts for the economy, the sector, our business and 

the communities within which we operate e.g.  

• enabling us to sustain an annualised apprenticeship programme employing 67 

apprentices at February 2019 

• Driving increased productivity from our manufacturing capability has enabled the 

business to move from a single shift to a two shift pattern increasing our deployment 

of staff in manufacturing from 55 employees in 2018 to 103 employees in 2019.  

• CCG (Scotland)Ltd is delivering community benefits ( e.g. apprenticeships,work 

placement, community endowment & business support activity ) across 95% of all 

construction projects undertaken 

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

possible solutions?  

Low sector productivity is a consequence of a number of factors : 

• Procurement inefficiencies 
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• Sectoral fragmentation – characterised by a tiered transactional interface & sub-

contract reliance 

• Skills shortfall; accentuated by  

1. Insufficient training within & across the sector ( trades & professional / 

public & private sector) 

2. An ageing population 

3. Poor industry image & culture –mitigating against sectoral ability to 

attract & sustain new entrants. 

Change needs to start with procurement & procurement starts with statutory 

approvals which simply take too long to obtain and thus stifle investment and 

productivity.  

Procurement practices per se remain still led by least cost culture over best value 

and quality considerations. This approach too often precludes (early) collaboration 

and supply chain engagement and fosters inappropriate risk transfer and adversarial 

culture – which ultimately influences (poor) project performance and hence 

predictability.  

Procurement needs simplified under approach & process which recognises best 

value & quality of product to be as important cost.  

In this context project partnering has much to commend it - particularly when aligned 

with strategy to deliver pipelines of activity which would drive continuity, certainty and 

confidence across the sector and within the supply chain. These attributes drive in 

turn key decisions to invest in our human capital, new materials, new technologies & 

processes and without which, in a period of emerging skills shortfall, sector 

productivity will simply not improve. 

Offsite construction has the scope to create a step change in construction thought & 

practice but for this to become mainstream will rely fundamentally on continuity & 

certainty which presently does not sufficiently exist across the Scottish marketplace 

– e.g. despite an acknowledged housing crises the industry is blind to Government 

intentions post 2021 & in the public sector at today’s date the City Of Glasgow 

Council does not yet know its resource planning assumptions for 2022.  

Long term strategic programme planning is a key challenge for Government to 

address –particularly if greater industrialisation is both acknowledged as desirable 

and necessary (skills shortfall) within the sector. 
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3. How effective is Scotland’s construction supply chain? Explore areas of gaps, 

duplication, etc.  

With an industry of over 45,000 businesses in Scotland operating broadly across 6 

core sub-sectors; new build housing, new build non-domestic buildings, 

infrastructure, consultancy, materials supply and repair and maintenance, the level of 

fragmentation is high. 

The degree of integration of supply chains within these sub-sectors varies, with 

some operating from a higher degree of continuity than others. Procurement 

approaches by clients who focus on lowest cost rather than best value do not help 

encourage the ecosystem within which long term value based supply chain models 

can thrive.  

Positively, a significant amount of work is going on within the industry to encourage 

more integrated supply chain partnerships. Moving away from project by project 

transactional arrangements to partnerships which deliver not just cost benefits, but 

skills development, knowledge exchange, technology improvements and innovation 

are becoming more common. This model will become essential as identified above if 

increased industrialisation is to prevail within the sector. 

However, the availability of locally sourced and manufactured materials in Scotland 

is an issue and our collective reliance on imported construction materials, including 

for example the timber within timber framed products that are manufactured here 

(despite Scotland having over 60% of the standing timber in the UK), represents a 

key threat to long term economic viability and impact on the environment. 

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

 

The Scottish Construction industry is significantly influenced by the 50% of its 

turnover that comes from the public sector in Scotland.  

 

Scottish infrastructure output peaked in 2015 at over £3.6 billion, a figure which 

represented 26% of total construction; double that of the UK at 13%. This very high 

level of output was being driven by a raft of largely transport projects, many of which 

have now completed, and whilst a decline in Scottish infrastructure projects is to be 

expected, although mitigated by increases in other sectors, Scotland’s construction 

expertise will be required to deliver an ongoing and substantial public investment 

across housing/schools/hospitals/road and utilities infrastructure over the next 10 

years and beyond.  

 

In addition, Scottish construction businesses are well placed to support the delivery 
of the UK’s planned £650 billion National Infrastructure Pipeline, by providing goods 
and services to other parts of the UK through mechanisms like the Regional 
Logistics Hub’s required to support the Heathrow expansion. However, the delivery 
of these assets will cost more and take longer using traditional construction 
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techniques, delaying the benefits. Scottish businesses ability to adopt best practice 
digital and manufacturing techniques will be essential if they are to maximise these 
opportunities. 
 
Investing in digital and manufacturing technologies would also position Scottish 

contractors and professional services firms to compete successfully in the global 

market for infrastructure and built environment projects. 

 

The ongoing uncertainty regarding Brexit does make it difficult to state with any 

certainty what the long term impact on the industry will actually be. However, 

assuming some form of Brexit does go ahead, the impact will likely include a further 

reduction in confidence generally across the sector & specifically in the private 

investor community with potential re-prioritisation of public sector budgeting.  

 

A reduction in the number of new workers from outside the UK entering the sector 

coupled with an ongoing increase in the number of existing non-UK workers currently 

making up the direct workforce in Scotland (approx. 4% or 7,300), deciding to leave 

which will drive up labour costs. Indirectly, with London’s construction sector much 

more reliant on EU nationals (approx. 50% or 165,000), the potential departure of 

some of those workers carries the risk of Scottish talent relocating to take advantage 

of job opportunities in London.  

 

The cost of imported products and materials will also likely rise further due to 

exchange rate fluctuations and potential tariffs, whilst delays at ports of entry could 

restrict the availability of some products and material, again pushing up construction 

costs.  

 

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?  

The Industrial Strategy & Construction Sector Deal is aimed at modernising the 

sector and increasing skills & productivity. It has highlighted a key role for offsite 

construction committing the government to increasing use in both house-building & 

infrastructure development. 

Scotland has a unique and proven heritage in timber offsite construction techniques 

built up over decades and needs to use and secure this competitive advantage. 

Offsite timber construction represents 82% of all homes built in Scotland and the 

sector offers an indigenous design, manufacturing and installation capability of 

20,000 homes per year.  
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It is the mainstream and viable way to deliver more homes, built to higher energy, 

design and sustainability standards, delivering better build quality, faster, with 

improved health & safety and reduced whole life costs and carbon footprint, whilst 

addressing the lack of construction skills and assisting with fuel poverty.  

Set against the UK’s challenge to build more homes and to transform how homes 

are delivered, Scotland’s offsite timber construction heritage and pedigree provides a 

great platform for Scotland’s timber manufacturing sector to become a leading player 

in response to the UK’s housing crisis. 

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.  

 

Banks consider construction companies to be high risk in comparison to other 

sectors. Reasons for this are likely to include low levels of current capital/assets and 

smaller than average firm size in comparison to other industries. Due to the nature of 

the construction industry, many firms hold small amounts of current assets because 

of illiquid stock (not readily convertible into cash) and delays to projects and 

payments. 

 

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

sector?  

Late payment is a key obstacle facing all construction firms. Contractors in the 

construction industry are often not paid for their work until sometime after it is done. It 

is not unusual for lower tier supply chain members to have to wait for up to 100 days 

to receive payment. This harms cash flow and means they often need to rely on 

borrowing to pay for materials and labour. According to the Construction Trade 

Survey late payment is the single most important issue affecting construction 

businesses, with only 5% of specialist contractors being paid within 30 days. 

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

and the mechanisms used e.g. project bank accounts?  

No Comment 

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? 

There is a misconception that because offsite construction is more capitalised it 

requires less skilled labour. However, a skilled workforce is required to enable 
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innovations such as offsite to be applied. Workers in the UK are generally not 

provided with an initial broad-based training after which they specialise. Instead, they 

are usually trained for just one role which consequently makes adapting and 

multiskilling difficult, which is what is required for an increased uptake in offsite. 

Although off-site construction involves some narrowing of existing skill bases for 

certain workers moving from on to offsite, altogether this means there is a smaller 

pool of talented and reliable workers available to bring the right blend of specialist, 

multi-skilled and re-skilled staff required to work off-site. The need to access the 

required level of skills will become further significant as the construction of new 

homes itself becomes more complicated in response to increased performance 

requirements 

Gearing up to provide appropriate generalised training in site assembly techniques is 

something that the construction skills organisations will need to consider as a priority. 

Additionally there will be a high number of costs associated with this training. 

The traditional construction process requires component connection and assembly on 

site rather than through preassembly often engaged on the manufacturing floor. This 

requires a complete rethinking of the construction philosophy, processes, and 

practices for those workers moving from onsite to offsite. In this respect, construction 

professionals need to be retrained to think differently in order to approach a project 

with a new mind-set that synchronizes processes and activities with the 

manufacturing and design team from a very early stage. 

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

doing enough to meet equality challenges in the sector?  

 

The construction sector is one of largest employer of apprentices in Scotland and the 

contribution apprentices make to our business and the industry generally is 

significant.  

However, as the sector evolves and in areas such as digital technology the need for 

apprenticeship provision to adapt and develop in parallel is crucial. With a reform 

programme now underway, CITB should sit at the heart of a collaboration programme 

focused on working in partnership across industry, government, agencies and training 

providers to ensure the apprenticeship system in Scotland reflects the needs of the 

industry now, but vitally, helps support the needs of the industry’s future skills needs 

too. 

 

The challenges facing the industry around equality, diversity and inclusiveness are 

broad. Whilst evident in the apprenticeship system, the attraction of female talent for 

example into this industry at all levels and through all routes is poor. The image, 

culture and behaviours within many parts of the industry, real and perceived, is not 

helpful.  
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Progressive industrialisation & digitalisation will offer increased scope within factory 

context to attract female talent into the sector.  

Procurement   

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

 

Public procurement practices, particularly OJEU protocols, are generally inefficient & 

can be unnecessarily time consuming both for the client and supply chain.  

Simplification of process could positively impact on project lead-in timescales and 

thereby improve productivity across the sector.  

 

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

practices across the sector?  

Simplification & standardisation of OJEU procurement protocols would be a relatively 

easy and early target for change. 

Otherwise, as has been mentioned elsewhere, procurement practices generally 

dictates a late in the day, project by project approach driven by least cost. As an 

approach it detracts from early supply chain engagement, fosters attrition and dilutes 

focus on quality.  

Particularly, If the industry is to be steered towards greater industrialisation as we 

have mentioned throughout, then procurement needs to support longer -term 

strategic partnerships and contracts which thereby enable the supply chain to invest 

in people, product, processes,plant& equipment. Such mechanisms and 

arrangements are not prevalent in construction but are typical in other sectors such 

as the aeronautical and automotive sectors, and serve to advance increased 

capacity, improved quality standards, economies of scale and increased productivity.  

 

Procurement processes should also be designed to drive innovation and make 

presumptions in favour of solutions that are, for example, designed for manufacture 

and assembly (DfMA) and delivered using measurable digitally designed and offsite 

manufactured processes. 

In terms of procurement practice this is under-pinned by the statutory approvals 

process in Scotland which is simply not fit for purpose and is unreasonably delaying 

investment & stalling productivity. 

13 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?  

No Comment 
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14 Innovation   

What are your views on the Construction Scotland Innovation Centre?  

The Construction Scotland Innovation Centre provides an invaluable support 

mechanism to assist the construction industry to interface and engage internally and 

externally with academia & government.  

Construction as a sector does not readily embrace innovation, because it involves 

change and hence time, risk & cost with new methods & products more typically 

evolving in response to statutory drivers i.e. building regulations. In this (cultural) 

context CSIC provides an essential function to champion the cause, to publicise, 

promote and where necessary sponsor innovation that would not otherwise happen. 

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

construction?  

Offsite Manufacturing presents a major growth opportunity within the construction sector 

and for the Scottish and UK economy as a whole. There is both opportunity & need to 

develop this potential. 

Interest in Offsite is now demonstrably significant across the Uk under recognition that’ 
the ticking time bomb is the industry’s workforce, size & demographic which within a 
decade could evidence a 20-25% decline in available workforce ‘(Mark Farmer, 
Modernise or Die 2016 ).  

 
There are other compelling justifications likely to fuel interest & take up of offsite: 

 

• Being recognition that Offsite provides a route to delivery of homes that can be built 

to higher sustainability standards with potential advantages in terms of build quality, 

speed of delivery, construction health & safety, energy in use, whole life carbon 

footprint & in tackling fuel poverty.  

 

• Lean manufacturing principles & Design for Manufacture & Assembly are inherent to 

process. In an industry that is acknowledged to be fragmented, this demands cross 

collaboration and integration within the sector which in turn will generate efficiencies 

and waste minimisation or zero waste and, with precision engineering undertaken in 

a quality assured environment propensity for error, defect & rework is reduced, 

fostering a right first time culture which will improve productivity saving time & 

money. 

 

• By extension Housing is made more affordable to deliver.RSL’S in particular are also 

under pressure to deliver buildings with low operational and maintenance costs as 

well as achieving high performance standards to strict budgetary parameters. Not 

only can lean/smart construction be quicker & more cost efficient but teamed with a 

fabric first approach it can also ensure energy efficiency, environmental performance 

& affordability in use. 
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• Industry cannot rely on replacement recruitment to replenish the huge swathes of the 

national workforce that will retire in the next decade or so –and Brexit will only 

accentuate the issue. 

Industrialisation & digitisation presents a dynamic employment environment capable 

of inspiring & capturing the talents of our younger generation.  

 

Market research commissioned by Offsite Solutions Scotland (January 2019) has also 

provided valuable and detailed market intelligence into the UK housing market, to 

assess the potential for offsite manufacturing and highlight prospective locations and 

clients and to identify where Offsite Solutions Scotland might grow in Scotland & extend 

into the English housing market. 

The key highlights are detailed hereafter. 

• The offsite housing market is set to grow in all sectors and shows strong promise 

• English housing markets offer the greatest growth potential 

• As a mature ‘offsite market’ Scotland has good potential for more advanced offsite 

systems 

• Stakeholders seek proven, reliable and viable offsite systems, with support to 

transition to new ways 

• Local authorities and Housing associations are more open to offsite solutions and 

developing procurement models to facilitate offsite adoption. 

• Local authorities & Housing associations are more receptive to whole life cost and 

energy in use savings 

• The biggest growth market will be the Build-to-Rent sector. 

• Private housebuilders will continue to dominate the mainstream house building 

market 

• Private housebuilders are becoming increasingly more interested to procure or invest 

in offsite construction 

• Conversion of English offsite market opportunities requires focused and sustained 

engagement over many years 

• OSS capabilities provide a unique cooperative offering to the market. 

OSS is a unique partnership formed to enable the industry to collaborate on technical 
projects, skills development and innovation around offsite manufacturing. The ten 
organisations collaborating have a track record in their own right; they have invested in 
people and facilities over the years, some over decades, to have a combined knowledge 
base which is an invaluable asset to Scotland. Combining their collective knowledge and 
infrastructure with a culture of collaboration, not normal in the construction sector, offers 
a new approach to the delivery of the built environment defined by its social, economic 
and environmental value. 

 
In addition to CCG (Scotland) Ltd, members include Alexander Timber Design, Carbon 
Dynamic, Fleming Homes, Mactaggart & Mickel, Makar, Norscot, Robertson, Scotframe 
and Stewart Milne Timber Systems. 
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OSS has a combined manufacturing output of £170million employing more than 1,000 
people. Partners focus on the pre-manufacture of the components required to build 
sustainable housing solutions from a truly renewable carbon capturing resource, wood. 
OSS sees the many advantages of using offsite methods of construction over traditional 
housebuilding techniques and considerable opportunity to utilise the expertise Scotland 
has developed both at home and across the rest of the UK. 
 
16 How will technological changes (e.g. robotics, automation) impact on the 

sector? How can Scotland take advantage of this change? 

 

New innovative technologies and processes like AR/VR, robotics, drones, BIM, offsite 

manufacturing, 3D printing, sensors, advanced data analytics and artificial 

intelligence offer huge opportunities to develop better, faster, cheaper solutions, as 

has been evidenced in other sectors when similar technological transformation has 

taken place. However, these are enabling tools and will not in themselves, change 

the face of the construction sector unless the right mind set and visionary leadership 

is in place to drive necessary change in culture & habit required to realise value from 

change. 

 

In a market of diminishing skills base, one of the greatest assets & opportunities of 

technological change, industrialisation & digitisation is the dynamic employment 

environment which it fosters and which is capable of inspiring & capturing the talents 

of our younger generation to embrace construction as a career.  

Undeniably it gives a new and competitive edge to the image and attraction of the 

sector. 


