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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 
 

AGENDA 
 

10th Meeting, 2019 (Session 5) 
 

Tuesday 19 March 2019 
 
The Committee will meet at 9.45 am in the David Livingstone Room (CR6). 
 
1. Decision on taking business in private: The Committee will decide whether 

to take items 4 and 5 in private. 
 
2. Construction and Scotland’s Economy: The Committee will take evidence 

from— 
 

Gordon Nelson, Director, Federation of Master Builders Scotland; 
 
Bruce Dickson, Regional Director, BAM; 
 
Cara Hilton, Policy and Public Affairs Manager, Civil Engineering 
Contractors Association - Scotland; 
 
Jim Young, Chair, Institute of Civil Engineers Scotland. 
 

3. European Union (Withdrawal) Act 2018: The Committee will consider its 
response to the proposal by the Scottish Government to consent to the UK 
Government legislating using the powers under the Act in relation to the 
following UK statutory instrument proposal— 

 
The Competitiveness of Enterprises and Small and Medium-Sized 
Enterprises (Revocation) (EU Exit) Regulations 2019 
 

4. Construction and Scotland’s Economy: The Committee will consider the 
evidence heard at today's meeting.  

 
5. Work programme: The Committee will consider its work programme. 
 
 



EEFW/S5/19/10/A 

Alison Walker 
Clerk to the Economy, Energy and Fair Work Committee 

Room T3.40 The Scottish Parliament Edinburgh 
Tel: 0131 348 5207 

Email: Alison.Walker@parliament.scot 



EEFW/S5/19/10/A 

The papers for this meeting are as follows— 
 
Agenda Item 2  

PRIVATE PAPER 
 

EEFW/S5/19/10/1 
(P) 

Written Submission 
 

EEFW/S5/19/10/2 

Agenda Item 3  

Cover Note 
 

EEFW/S5/19/10/3 

PRIVATE PAPER 
 

EEFW/S5/19/10/4 
(P) 

Agenda Item 5  

PRIVATE PAPER 
 

EEFW/S5/19/10/5 
(P) 

 



     EEFW/S5/19/10/2 

1  

ECONOMY, ENERGY AND FAIR WORK COMMITTEE  

SCOTLAND’S CONSTRUCTION SECTOR INQUIRY   

SUBMISSION FROM CIVIL ENGINEERING CONTRACTORS ASSOCIATION SCOTLAND  

1. How important is the construction sector in Scotland as an economic enabler?   

CECA Scotland is the representative body for companies who work day-to-day to deliver, 

upgrade, and maintain Scotland‟s transport and utility networks. With more than 100 

members in Scotland, we represent companies who together carry out up to 80 per cent of all 

civil engineering activity in Scotland.  Our members include some of the largest construction 

firms as well as a range of small specialist and regional contractors. We estimate that 82% of 

our members are Scottish based SME‟s. Across Scotland, our industry supports the 

employment of over 30,000 people with annual activity worth around £3 billion. In preparing 

our response, with have consulted with CECA Scotland members and this is reflected in our 

submission.   

It will therefore come as no surprise that CECA Scotland believes the construction sector in 

Scotland is extremely important and crucial to Scotland‟s future economic success.  

• Construction continues to be a labour-intensive industry, therefore ensuring healthy levels 

of employment. Currently it supports a workforce of 170,000 (10% of all Scottish jobs) and 

is worth £21.4bn to Scotland‟s GDP (9%) and £8.7bn of GVA (10%)   

• As well as contributing to Scotland‟s overall economic success, the sector plays a central 

and critical role in Scotland‟s local and regional economies. It is also a barometer of 

economic prosperity at regional and national level.   

• It is a sector which is a catalyst for growth, creating the facilities and infrastructure for new 

businesses to grow.  

• Public sector investment in construction enables the Scottish Government to drive growth 

in employment at times when the private sector economy is less buoyant.  

• Increased investment in Scotland‟s infrastructure sector is essential to retaining valuable 

engineering and construction skills here in Scotland.   

The benefits of long-term infrastructure investment are clear. Not only is there a strong 

economic outcome –CECA research has found that every £1 billion of infrastructure 

construction increases overall economic activity by £2.842 billion –but there are significant 

social and community benefits in transforming how we all live and work and in regenerating 

communities in all corners of Scotland.  

2. What are the causes of the sector‟s productivity challenges?   

In terms of productivity, construction is one of Scotland‟s most productive sectors. The 

average gross value added (GVA) per employee in construction is £61,000 per annum, 

compared to the average of £53,000 per annum for all other sectors. However, there are 

many challenges which do impact on the sector‟s productivity levels and which could benefit 

from action at Scottish Government level. We have summarised the particular concerns 

CECA members have below:   
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Infrastructure pipeline – one of the single biggest challenges for the industry is the lack of 

visibility of future work. This is reflected in CECA‟s own Workload Trends Survey for Scotland, 

which has reported a fall in workloads in each of the last four consecutive quarters and little 

optimism for the future and backed Fraser of Allander Institute research, indicating the sector 

has been in decline since the fourth quarter of 2015. This is in sharp contrast to the rest of the 

UK where the future infrastructure pipeline is clearer, thanks to UK Government investment in 

major, transformational projects such as HS2, Hinkley Point and Highways England‟s road 

programme.   

Planning – planning delays are a continuing frustration, particularly for SME‟s working at local 

level, undermining productivity and project delivery times. Renewable energy projects are 

particularly susceptible.  

Procurement – the majority of CECA Scotland members are engaged on public sector 

contracts. The current procurement model used by major public sector clients is weighted 

towards lowest cost rather than quality and places disproportionate risk on contractors. The 

overall procurement process is costly, inefficient and incentivises a „race to the bottom‟. CECA 

Scotland supports the introduction of a new Scottish civils framework for public sector 

infrastructure projects, that provides greater opportunities for SME‟s and contractors based in 

Scotland, ensures a more realistic sharing of risk and which drives up quality and standards in 

the construction industry.  

  

Tight margins - The majority of Scotland‟s civil engineering companies operate on extremely 

tight margins, where 2% profit is regarded as the norm, reducing their ability to innovate or 

invest to increase productivity. To quote one respondent in CECA Scotland‟s member survey: 

“The past 10 years have proven very challenging with simply sustaining our business being 

deemed a success. We need and desperately want to grow but wafer-thin margins on the 

competitively tendered market and lack of planning support for our own projects have made 

this very difficult”.  

  

Skills -  Skills shortages continue to be a challenge and while we are seeing welcome 

progress, with the increased promotion of foundation and graduate apprenticeships, recruiting 

and retaining skilled employees is a challenge and will be increasingly so post Brexit. The 

Farmer Review of the UK Construction Labour Market (2016) estimated that on current trends 

the available construction labour force will decline by 20-25% over the next decade, a trend 

which might be accelerated by future constraints on “low-skilled” labour from the EU27.  

  

Political Instability - A strong and stable political and economic environment is central to 

providing clients and their investors with the confidence to commit to long term development 

projects.   

  

In terms of solutions, the Scottish Government has an important role to play both in creating a 

climate that delivers greater stability and certainty, in providing grants and funding to 

encourage development and in working to develop a procurement framework for Scotland 

that better meets the needs of civils contractors of all sizes. At local level, local authorities 

should be sufficiently resourced to ensure they can both procure projects locally and 
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effectively enforce section 75 obligations, to reduce delays in delivering infrastructure gains to 

local communities.   

  

How effective is Scotland‟s construction supply chain?   

In our survey of CECA members, 80% felt the supply chain was fairly effective, with the 

remainder feeling it is ineffective. There is no doubt that skills shortages, price driven public 

procurement policy and industry „norms‟ around retention and extended payment practices 

are key challenges.  

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

CECA‟s Workload Trends Survey, conducted on a quarterly basis has found that workloads 

over the past four consecutive quarters in Scotland have declined for civils contractors and 

this was mirrored in our recent member consultation, with 80% of companies taking part 

feeling unsure about the future outlook and 20% feeling pessimistic.   While undoubtably 

Brexit is at the forefront of political commentators‟ minds, the reality is that the banking crisis 

over a decade ago, has had the greatest negative implications for the construction industry in 

Scotland and continues to do so.   

In addition, while the Scottish Government have quite rightly invested in largescale 

infrastructure projects, such as the Queensferry Crossing, there is a perception amongst 

SME‟s in the industry that this has focused spend on Tier 1 contractors. It is also vital that 

Scotland‟s future infrastructure pipeline includes more medium sized public sector contracts, 

in the region of £1-10 million pounds.  

In seeking to maximise Scotland‟s future economic success, we hope the Scottish 

Government will minimise future uncertainty, providing business with much needed stability to 

enable long term planning and investment. A brighter future for Scotland‟s construction sector 

could also be secured through changes to public sector procurement, to deliver an end to the 

current „race to the bottom‟, price driven approach and action to enforce a fair payment model 

across the industry supply chain.  Access to finance:  What are the sources of and barriers to 

accessing finance in the sector?   

Access to finance is a significant challenge for civils contractors and we would welcome 

action from the Scottish Government to address this. Some CECA Scotland member 

comments were:   

“The banks are generally unhelpful to the construction sector. Cash flow is one of the main 

barriers to getting finance. Clients and main contractors are simply not paying quick enough”  

“Lack of political stability is stifling confidence and throttling development and investment”.  

“Low margins make the industry a high risk in terms of lender. Refusal to extend credit or 

enforcement of high interest rates further erodes any margins”.  

“Banks and funders are becoming ever more nervous due to negative press around 

construction caused by large scale contractors experiencing financial difficulties”.  

What are your views on payment terms and payment behaviours across the sector?   
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CECA Scotland supports action to enforce fairer payment terms across the Scottish 

construction sector. There is a strong feeling from SME‟s that in a supply chain they are 

disadvantaged b the payment terms imposed by the principle contractor. We welcome the 

Scottish Government‟s encouragement of Project Bank Accounts and hope that consideration 

will be given to including Tier 2 and Tier 3 contractors in the mechanism in the near future.   

Given the extremely low margins in the construction industry, action to deliver fairer payment 

throughout the supply chain is needed. Payment periods should be embedded into contract 

conditions and enforced. In addition, our members report that increasingly payment from 

public bodies is beyond standard payment terms and invariably late.   

We welcome the Scottish Government‟s intention to act to find a solution to the level of 

retentions being held in the industry. The traditional system of retentions is outdated and open 

to abuse by the less scrupulous. While CECA firmly supports the abolition of retentions, we 

are also willing to explore other initiatives to address this widespread industry problem and 

introduce a transparent system fair to all, such as an independent retention deposit scheme.   

How effective is the financial management of large-scale infrastructure projects?  

The majority of CECA Scotland members (60%) believe the current financial management of 

large- scale infrastructure projects is not effective. The current lowest price driven 

procurement culture has had a detrimental impact on the industry, highlighted by the collapse 

of a number of high-profile contractors engaged on public infrastructure projects.    

Skills  

The availability of the right skills at the right time is a major for CECA Scotland members. 

CECA  

Scotland has concerns that the current sector skills planning model is flawed and in particular, 

the priorities of the CITB, are not sufficiently aligned to the civil engineering sectors 

requirements and that there is not enough focus on promoting civil engineering as a positive 

career destination. We are also concerned that the current construction skills qualification 

system is too inflexible to meet the rapidly changing technological nature of the construction 

sector.   

The majority of CECA Scotland members pay the Apprenticeship Levy in addition to the CITB 

levy and there is a real concern that their needs are not been satisfied by the Scottish 

Government‟s Flexible Workforce Development Fund. We would urge the Committee to 

explore how the fund could be adapted to better meet the specific needs of the construction 

industry.  

CECA believe one of the best ways of attracting new talent and meeting future skills 

shortages is through increasing diversity. While we welcome the Scottish Government‟s 

commitment to action, we are concerned that in Scotland women account for just 1% of 

apprentices in construction, despite the fact that girls perform better than boys in STEM 

subjects they take at SCQF levels 6-7.   

We welcome the Scottish Government‟s continuing commitment to Foundation, Modern and 

Graduate Apprenticeships but in addressing the skills gaps in the industry and the 
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demographic challenges, we hope more apprenticeship opportunities will be opened up to 

adult returners.   

Procurement     

CECA Scotland believes there needs to be an overhaul of public procurement. We support 

the development of a Scottish Civils Framework and a reform of the procurement culture. The 

lowest cost, risk transfer model is simply not providing a sustainable sector and requires 

urgent reform.   

  

In recent years, procurement practice has drifted towards a consolidation of construction 

projects into increasingly huge frameworks, where only the largest contractors can bid. The 

result is that this has marginalised many SME‟s and forced them into a subcontractor role. For 

large infrastructure projects, the Scottish Government should consider adopting "early 

contractor involvement" (ECI) and target cost contracts e.g. NEC Option C, which is 

commonly used in England by public procurement bodies.  

We would also welcome more time built into the procurement process for contractors to price 

works.  

This would allow contractors to better scope and price projects to ensure the best value for 

the client.   

  

Some CECA Scotland members are concerned that the current procurement process can 

result in economic leakage from Scotland, where projects are awarded to non-indigenous 

contractors, based on price, who are not embedded in local communities and have little stake 

in their future. Again, this highlights the need to introduce a Scottish Civils Framework, that 

recognises the largely SME nature of our sector and delivers tangible value to public sector 

bodies.   

Infrastructure investment     

CECA Scotland would strongly welcome a more visible pipeline of future infrastructure 

investment to provide certainty for contractors, better value for clients and the development of 

appropriate skills within the current and future workforce here in Scotland.   

We would also welcome a focus on creating the stable economic conditions necessary to 

grow Scotland‟s economy, to encourage more large scale privately funded projects, such as 

renewable energy schemes.    

We would wish to see more medium sized public sector contracts in the Scottish market in the 

region of £1m-£10m. To date, most infrastructure spend has been focused on large scale 

contracts. While City Deal funding is generally very positive, a criticism is that projects have 

been slow to come to market.  CECA Scotland would welcome the opportunity to engage 

further with the Committee.  
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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 

SCOTLAND’S CONSTRUCTION SECTOR INQUIRY  

SUBMISSION FROM FEDERATION OF MASTER BUILDERS SCOTLAND 

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.  

The construction industry is a key industry making a significant contribution to Scotland‟s 

economy and prosperity. Over 175,000 people work in the construction industry in Scotland 

which is around 10% of the Scottish workforce, with up to a further 60,000 self-employed 

workers. There are around 45,500 business, the vast majority (@98%) of which are small or 

micro sized firms: the backbone of the industry. The industry contributes £21.5 bn to Scotland‟s 

GDP, and makes up 10% of Scotland‟s GVA(1). The industry has a significant multiplier impact: 

for every £1 spent on construction output, a further £2.94 is generated in the economy. The 

average GVA per employee in the construction sector and supply chain is £61K compared to 

£53K for all sectors. 

The industry also is a major provider of youth employment and training. Skills Development 

Scotland data shows that construction was the biggest contributor to the Modern Apprenticeship 

programme with 6,104 starts, up from 5,934 in 2016/17. 

 

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

possible solutions?  

The fragmented nature of the industry (98% of the firms are small and micro sized) and the long 

supply chains with a heavy reliance on sub-contractors & self-employment all have an impact on 

productivity. As is the project based nature of the work: which doesn‟t incentivise employers to 

invest in research, development and upskilling their workforce. The consequences of the cyclical 

nature of the industry have seen an overall decline of around 16% of the industries workforce 

since 2008. Compliance and regulation also impact upon productivity, with the long and 

uncertain planning process resulting in high levels of risk being placed upon builders and 

developers. Adequately resourced and incentivised planning departments would help here. 

More collaborative procurement processes, which focus on quality instead of cost, as well as 

whole life value and performance, would boost the industries productivity. Another solution 

would be investments and incentives to improve digital skills across the industry. Finally, 

stakeholders within the industry know that culture change is needed, so that a much higher 

value is placed on quality assurance and controls. 

 

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

duplication, etc.  

We believe that work needs to be carried out to map the supply chain in Scotland, which will 

enable stakeholders to assess its effectiveness: for contractors and clients. The FMB notes that 
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this exercise is a strategic priority for Construction Scotland. 

 

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

Brexit uncertainty is already having an impact on the sector. Our Scotland members have 

reported significant increases (double digit) in the prices of raw materials since Sterling‟s 

depreciation following the EU referendum in 2016. This has resulted in many firms having to 

absorb costs, rather than pass these onto their clients. The evidence from Scotland members in 

the FMB‟s State of Trade Survey for Q4 2018 (which is the only quarterly assessment of the UK-

wide SME construction sector) in terms of workloads, expected workloads and enquiries was 

neutral. Therefore, there is evidence of the resilience of many construction SME‟s in Scotland, 

despite the political and economic uncertainty around Brexit. 

 

Looking ahead, as EU imports constitute 60% of all building material imports to the UK(2); 

further price increases pose a risk to the profitability of construction firms and the viability of 

some construction projects. Wood stands out as a house-building material for which EU imports 

play a critical role in Scotland, where there is a much higher share of timber-frame new build 

than in the rest of the UK. The extent of the risk here is dependent on how negotiations on the 

UK‟s Brexit deal unfold and whether Sterling depreciates further. 

 

The prospects of many construction SMEs are determined by levels of investor confidence and 

consumer spending power. The proposed Scottish budget for 2019-20 means the divergence 

between the income tax regime in Scotland and the rest of the UK will continue to grow. We will 

await whether this dampens consumer and investor confidence as 2019 unfolds. 

 

On the subject of skills, the proportion of the non-UK EU workforce in Scotland is relatively low 

(at around 4%) compared to the 10% of EU nationals across the UK and between 30%-50% in 

London. However, the UK Government‟s proposed post-Brexit immigration system is a concern 

for Scotland‟s construction industry. In the Immigration White Paper, it was revealed that few 

allowances will be made for low skilled workers to enter the UK post-Brexit. Most tradespeople 

will be defined as low skilled and therefore will not be permitted to enter the UK, regardless of 

whether they are from the EU or further afield. There is a risk that construction workers in 

Scotland may choose to fill potential skills gaps emerging in London and South East England: as 

a consequence of the proposed post-Brexit immigration system. 

 

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.  

Feedback from FMB Scotland members indicates that projects have been stalled in the past 

three months due to delays to loans, or loan refusals, from the banks. SME construction firms 

consider access to finance as a major barrier to their ability to upscale their business, expand 

their workforce and commence more building projects. Since the financial crisis in 2008, major 

banks have been reluctant to lend for smaller scale residential development. In recent years, 

access to finance has improved, but mainly through the increased appetite and prevalence of 

specialist lenders, challenger banks and private equity. Nonetheless, many construction SME‟s 
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continue to be discouraged borrowers and lack confidence in finding and accessing appropriate 

finance for their business. Given this, the FMB published a new guide with UK Finance on how 

small house builders should present their finance applications to lenders to improve their 

chances of success. 

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

Evidence from conversations with FMB Scotland members suggests payment behaviours 

continue to be a serious problem for those sub-contracting with some main contractors. There is 

both an ethical and business argument for main contractors to pay their sub-contractors on time. 

Our members point out that the vast majority of invoices and subsequent retentions are paid late 

and only then if the subcontractor persistently chases the main contractor for payment. One 

significant consequence is that this undermines the confidence of SME‟s to invest in and grow 

their business. With significant sums being consistently overdue to them, many SME‟s become 

reluctant to train and recruit given the additional pressure on their already strained cashflow. 

Improved payment behaviours would boost productivity, benefiting both the construction industry 

and the Scottish economy. 

 

We believe that non-payment of retentions is very common, though less common on public 

sector contracts and much less common in the private domestic sector. Retentions are an 

important issue to look at in the tackling of late payment in the supply chain. The FMB firmly 

believes that maintaining the current status quo is not an option. Retentions are an 

institutionalised form of late and withheld payment – they normalise unfair practice and make it 

easy and cost-free. The FMB has been supportive of the Aldous Bill to introduce a retention 

deposit scheme as an immediate measure to address the issue, however the preference of our 

membership is that there should be an abolition on the use of retentions entirely.  

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? 

 

In short, no. The industry is suffering from a skills shortage, which is more acute in some trades 

and regions than in and across others. CITB analysis of the Office for National Statistics (ONS) 

Labour Force Survey show that the industry in Scotland currently employs almost 16,000 people 

aged 60 or over and around 15,000 aged 55-59. Therefore, in Scotland over the next decade, 

around 20% of the industry‟s workforce will have retired: nearly 31,000 people. The Construction 

Skills Network forecast for the period 2019-2023, published by the Construction Industry 

Training Board in November 2018 listed Scotland‟s Annual Recruitment requirement at 2,790 

workers.  

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

enough to meet equality challenges in the sector?  

 

The Scottish craft apprenticeship model is (to a large extent) envied by employers elsewhere in 

the UK. Qualified Scottish construction craft apprentices enter employment with a versatile 

range of core craft and technical skills. This means they are attractive prospects for a range of 

construction employers: from house builders to general construction firms. It is SME employers 

that recruit the vast bulk of construction apprentices. Indeed over 2/3rd‟s of construction craft 

apprentices are trained and recruited by SME employers in Scotland. However, the system (and 

https://www.fmb.org.uk/media/41321/sme-housebuilders-guide-final-v3-online.pdf


Federation of Master Builders Scotland  EEFW/S5/19/10/2 

9 

the industry as a whole) is failing to meet equality challenges though: with only around 2% of 

site-based roles being fulfilled by females, there is huge scope for the industry to improve. Skills 

Development Scotland will have evidence of the proportion of ethnic minorities‟ apprentices 

across the industry but anecdotally, the industry is underperforming here too. 

Procurement   

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

Unhelpful procurement practices are limiting access to public sector contracts for many 
construction SME‟s in Scotland. The key problems facing construction SMEs when attempting to 
engage in public procurement processes are: the resource intensive pre-qualification process; 
the bundling of smaller contracts into larger contracts and poor implementation of framework 
agreements. The hub programme does not seem to be generating work for SME construction 
firms. Some member firms (be they SME‟s) whose business model is as a main contractor, 
struggle to adapt to in order to win work through the hub-co system as sub-contractors. The hub 
system favours larger firms, who are not necessarily based in the region that the specific hub is 
operating in. 
 
The Public Contracts Scotland portal does provide visibility of public sector opportunities but 
some construction SME‟s report that they struggle to use the site effectively.  
 
 
12. Do you have any suggestions on opportunities to enhance procurement practices 
across the sector?  
 
There should be measures which encourage larger construction firms to liaise with and share 
best practice with SME‟s who are bidding for work. Greater transparency is needed and larger 
contracts should be broken down into smaller lots: making it easier for SME‟s to bid for and win 
construction projects. Across both the public and commercial sectors, there remains far too 
much of an emphasis on cost instead of best and lifetime value within procurement.  
 
Other Comments 
 
The FMB has launched a campaign to introduce a mandatory licensing scheme for all builders 
and contractors in the UK. We believe that this is the only way to truly eliminate from our 
industry incompetent firms which lack the necessary knowledge and professionalism and pose a 
risk to themselves and their clients. At the same time, a licensing system could serve to promote 
and drive up technical competence, customer service, financial good conduct, and health and 
safety compliance, and provide routes to continual professional development, which we currently 
lack. 
 
We believe that the construction industry is at a crossroads and that the time is right to make 
radical changes that can permanently secure a safer, more productive and more professional 
industry. We cannot do this without a mechanism to ensure a minimum level of competence 
across the industry, something which does not currently exist. The continued prevalence of 
rogue and incompetent builders remains a serious concern, particularly, but not solely, in the 
domestic repair, maintenance and improvement (RM&I) market. These firms undercut 
professional and competent firms, putting downward pressure on standards and compliance, 
and seriously undermine the image of the whole industry. The key benefits of a licensing system 
are listed below and the FMB Scotland Director, Gordon Nelson is happy to brief the Committee 
on the progress of our „Licence UK Construction Campaign.‟ 
 
1. Removing the scourge of incompetent and rogue builders from the industry 
2. Offer a much higher level of consumer protection  
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3. Increase construction output and boost the wider economy 
4. Act as a mechanism to drive up quality and professionalism, and improve productivity 
5. Help to improve health and safety compliance among smaller firms 
6. Dramatically improve the image of the industry and help solve the skills shortage 
 

*1 Figures from Construction Scotland‟s Scottish Construction Industry Strategy 2019-2022 
2. Construction Products Association 
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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 

SCOTLAND’S CONSTRUCTION SECTOR INQUIRY  

SUBMISSION FROM: BAM Construction 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.  
The Fraser of Allander report for December 2018 states that Construction represents 6% of Scottish 

Economic output and forecasts that activity will grow by circa 1.1% between now and 2021, compared 

with circa 1.4% for the economy as a whole. With an Economic Multiplier value generally accepted as 

circa x 2.85 for this sector (RICS and others), the importance of construction as an economic enabler 

is highly significant and its impact on national GDP performance is crucial. As Scotland‟s 3
rd

 biggest 

employing industry, with 234,000 people or 10% of the working population directly engaged (of whom 

28% will need to be replaced by 2027, meaning 91,000 new jobs) Construction provides essential 

work throughout the country. The accepted economic multiplier effect of construction is 1:2.84 making 

it the most effective and immediate way of spending to generate positive economic returns, providing 

the initial investment is not a sub-prime bid.  

 

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

possible solutions? 

Productivity challenges in the construction industry are caused by inefficient project procurement 

processes, lack of appreciation of supply and resourcing challenges during design and specification 

(and subsequent poor productivity), unrealistic expectations and planning by both clients and industry, 

an ageing (22% of the workforce is aged 50-60), non-demographic workforce and critical resource 

shortages in skills and experience of designers, managers and tradespersons. Loaded on to this are 

the lack of visibility of a forward pipeline of work that discourages investment. If any factory-based 

product manufacturer only built one prototype of every product model, which was specified by their 

consumers who took no account of their supply chain, they would face exactly the same challenges 

as the construction industry.  

Solutions include a radical review of how construction is procured moving from lowest cost/maximum 

risk transfer to collaborative procurement, the recruitment of young people (particularly female) into 

construction professions and trades and clear, open dialogue between clients, designers and 

contractors on what can and cannot be delivered within budgets and project programme 

requirements. 

 

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

duplication, etc.  
Scotland‟s construction supply chain effectiveness is largely determined by the market conditions 

created in work supply and demand and the procurement practices utilised at the time by clients and 

their advisors. Supply chain effectiveness is measured by delivery of high quality projects on 

programme and on budget but is often influenced by the manner in which projects are purchased 

(contracted) the timing and pre-determined timescales for these and the budgets pre-determined 

against deliverables expected. The desire of procuring bodies to pass all risk down to their suppliers 

combined with lowest cost purchasing of construction services is a major issue for the consttuciton 

supply chain. 
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With a few exceptions (notably the availability of skilled bricklayers and masons) Scotland‟s 

construction supply chain has generally proved capable of delivering volumes required but issues 

relating to programme and quality have led to justifiable concerns. Recent failures of medium and 

larger M&E Services contractors are concerning and the SME supply chain and Tier 1 & 2 Main 

Contractors are all currently focussed on the need to recruit and retain new young people into the 

industry. 

 

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

Public sector investment in construction in Scotland, both in buildings and infrastructure, has always 

been, and remains likely to be, crucial for industry and the country as a whole. Any reduction of this 

spend due to Brexit related issues will negatively impact on the economic outlook for the sector.  

The impact of Brexit on labour and material supplies is considered to be significant for productivity 

and costs in the short term but, if the environment is created that will encourage domestic recruitment, 

training and manufacturing, could be overcome in the longer term. Import costs and taxation will 

determine any long term construction cost inflation, particularly for mechanical and electrical 

equipment. 

 

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?  
In theory the impact of these should be significant, but so far actual Scottish public sector 

engagement with improved procurement practices, adoption of MMC and DfMA (innovation) and 

upskilling is not coming through at „grass roots‟ level. As such this remain aspirational not actual.  

 

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.  

As can be seen by recent industry failures, our financial institutions have disengaged from companies 

operating in the construction industry. There are far too many examples of funders „pulling the plug‟ 

as soon as a business in this sector, even one with a long term profit history, needs support.  On the 

other side of the equation even the largest developers cannot raise funding from institutions for 

speculative buildings. In this scenario we would describe the barrier to accessing finance as 

considerable for all sizes of business.  

 

7. What are your views on payment terms and payment behaviours across the sector? 
Highly variable. At private client level we are frequently seeing significantly extended payment terms 

of 90 days from date of invoice while 28 days from invoice are becoming the norm on public sector 

contracts (ie outside the 30 days from application limit set by the reform act). Around 25-30% of all 

payments we receive from Clients are paid beyond the agreed terms. 

The same behaviours apply to payments from „Tier 1‟ contractors down their supply chains where 

some treat their supply chains as extensions of their own businesses while others operate extended 

payment periods, „hit and miss payments‟ and retain retention funds indefinitely. Unfortunately the 

public sector does not differentiate between these different business cultures.  

 

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

the mechanisms used e.g. project bank accounts?  

While the results of several trials have not been widely publicised, it is understood that these have not 

produced any benefit for the public or private sector. These are massively complex, costly and time 

and administration consuming instruments that are unlikely to actually deliver what either the public 

sector or the industry wants and were designed for use on large, multiple JV, infrastructure projects. 
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In many circles they are seen as evidence that the public sector will look anywhere for the answer but 

to its own lowest cost/maximum risk transfer procurement methods that drive behaviours.   

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? 

If Government has a formalised construction sector skills planning model, it is not visible to those 

involved in attracting talent, meeting skills shortages and preparing for technical change in our 

industry. 

The STEM initiative for schools is welcome and to be supported and promoted and the DYW 

programme is a vehicle which can bring about progress, particularly with interaction and support 

through and by industry. The extent to which a sector skills planning model (if it exists) is failing but 

seen as essential is evidenced in the initiatives currently being taken and promoted by industry itself.  

Principal in this is the Inspiring Construction programme, created by Construction Scotland and the 

Scottish Contractors Group, with support from CITB, and this is seen by industry very much as the 

way ahead. It brings together the resources and efforts of all industry supply chain partners in a 

coordinated programme, working with DYW and SDS, rather that the disparate training, education 

and employment efforts of individual businesses called for on each public sector project as 

“Community Benefits”. 

 

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

enough to meet equality challenges in the sector?  
Scotland‟s Foundation, Modern and Graduate apprenticeship system is beginning to contribute to 

improving the future of the sector and is widely welcomed by industry. Further education and 

instruction on the system and how it works are still required for young people, parents, teachers and 

employers and this must be a future focus for government, through DYW and SDS, and industry, 

through Inspiring Construction. The efforts being made to meet equality challenges are obvious and 

welcome, and are expected to produce improvements in future, but there is a culture at both higher 

education advisory and parental level that construction is „not for girls‟ that needs challenged and 

overcome. This needs much greater funding.  

The GLA has been a very positive development but the lack of a Construction Management GLA (with 

no plan to create one in the pipeline) leaves all future construction managers going down a civil 

engineering pathway which is designed for infrastructure, not building.  

Procurement   

11. How do public procurement practices and procedures impact on the sector?  
As discussed above, the majority of public procurement is undertaken on a lowest cost, maximum risk 

transfer basis. The European single Procurement Document (ESPD) system is not doing what is was 

designed to do, which was reduce bureaucracy.  Numerous PA‟s require the same information be 

resubmitted for individual tenders on bespoke templates. Actual tenders are rarely received when 

notified, leaving bid teams under-employed, and are then „rushed out‟ with multiple tender addendums 

issues throughout the tender period and TQs rarely closed out.  

The use of MEAT criteria is designed to balance cost and quality in a contract award, but RIAS 

research showed that everything under 70% quality, 30% cost is awarded to the lowest bidder. The 

Abnormally Low Tender mechanism is completely ineffective in discouraging „suicide‟ bids from 

contractors. As such the sector remains immature in the way it engages at both client and supply 

chain level leading to poor quality buildings, disputes, claims and cost over-runs.  

  

There are some more mature, collaborative procurement vehicles which are beneficial in reducing the 

cost waste associated with traditional tendering, but contractors and consultants working on these are 
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now suffering from working for unsustainable fees and metrics, ever-increasing client driven 

programme slippages where the contractor has to fund all of the development costs and short-term 

thinking on reducing capital cost late in project development periods. The requirement of the public 

sector for contracting and design businesses to forward fund design costs on public sector projects in 

Scotland is particularly worthy of discussion.  

 

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

across the sector? 

This comes down to whether the public sector is not aware of the impact of its practices on the sector, 

or is happy for the sector to effectively fund the public purse while accepting poor quality, poor 

delivery, disputes, claims and internal fragmentation and business failures as a consequence of that 

policy? 

If the former, better and enforceable guidance on good procurement practice, use of median cost 

scoring for tender costs (as adopted in NI and the CCS framework) to delink lowest cost from tender 

awards, adoption of collaborative procurement methods with ECI and supply chain engagement, 

mandated use of standard forms of contract rather than adoption of bespoke legal amendments to 

transfer all risk, better education of procurement staff on construction or ultimately centralising 

construction procurement to ensure best practice (again as the NI model) and clear visibility of 

pipeline with accurate tender release dates and internal controls to ensure that project tender 

information is fit for purpose at time of release.  

 

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?  
The quality of information on the long term „infrastructure‟ pipeline (and by infrastructure we would 

extend the definition to all construction projects) is so poor that we cannot answer the second 

question. It would suggest that the visible pipeline is not sufficient and the recent return of below 

prime cost bidding (ie tender awards under the cost plan) would suggest that contractors are buying 

work now in expectation of a downturn. 

The awards of recent large infrastructure projects to parties that are not domiciled in Scotland means 

that they have not been built by staff who have their long term future in Scotland or pay tax or spend 

their incomes in Scotland and this has been a lost opportunity.  

The country‟s ability to fund its‟ infrastructure needs is more likely to be the issue, rather than the 

construction sector‟s ability to deliver these, although lessons learned from recent high profile projects 

must be reviewed impartially, particularly in relation to forms of contract and improved client / supplier 

relationships.  

 

Innovation   

1. What are your views on the Construction Scotland Innovation Centre?  
It is a good concept in theory, but it would be hard to argue that for the duration of its existence the 

CSIC has made a significant impact on the day to day construction industry in Scotland. The majority 

of its work appears, from the outside, to be related to assisting timber kit manufacturers develop their 

in-house products.  

 

Where are the opportunities for growth within sub-sectors, e.g. offsite construction?  
The main opportunities for growth within sub-sectors of the construction industry are as follows: 

 Offsite construction 
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 Design for manufacture and assembly 

 Digital services 

 

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

How can Scotland take advantage of this change? 
The construction industry still relies on manual labour as its primary source of productivity. The 

reason that robots do not yet play a significant role in construction on site is that construction tasks 

are notoriously difficult to automate and the construction site itself is the primary obstacle to robotic 

automation. 

 

Robots are utilised in other industries for repetitive tasks in a controlled environment. Construction 

sites are the opposite. Robots need to be able to adapt to real-time variability in their environment 

with little to no reprogramming in order to be profitable and productive. This is extremely challenging 

but a few different construction robots are attempting to break into the market as follows: 

 

 3D-printing robots 

 robots for brick-laying and masonry 

 demolition robots  

 remote controlled or autonomous vehicles 

 

In time, as with self-driving cars, construction robots should have a major impact on the industry in the 

future as construction companies look to automate more and more tasks for the sake of safety, 

efficiency and productivity.
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ECONOMY, ENERGY AND FAIR WORK COMMITTEE  

SCOTLAND’S CONSTRUCTION SECTOR INQUIRY   

SUBMISSION FROM INSTITUTION OF CIVIL ENGINEERS 

 

ICE is pleased to respond to this important inquiry into Scotland‟s construction 

sector. The sector is of significant importance to Scotland‟s wider economy. 

Ensuring access to finance, improving skills provision and procurement 

practices, whilst unlocking innovation across the sector are each critical in order 

that it is able to grow sustainably and support other industries across Scotland.     

About ICE  

Established in 1818 and with over 92,000 members worldwide, ICE is a leading 

source of expertise in infrastructure and engineering policy and is widely seen as 

the independent voice of infrastructure. ICE provides advice to all political parties 

and works with industry to ensure that civil engineering and construction remain 

major contributors to the UK economy.   

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.   

  

The construction sector is a key plank in Scotland‟s economy. It employs over 

186,000 people1, with the most recently available figures highlighting that it 

represents approximately 6% of Scotland‟s overall economy.2 During the third 

quarter of 2018 output from construction increased 2.7% on the previous three 

months, contributing 0.16 percentage points to GDP.3  

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

possible solutions?   

  

Low levels of productivity in construction are not just damaging to the sector 

itself.  As an enabling sector, there are direct links between the performance of 

construction and the potential for other parts of the Scottish economy to grow.     

                                                      
1
 ICE (2018) State of the Nation Scotland 2018: Infrastructure Investment  

2
 Scottish Government (2018) Scotland's Gross Domestic Product, Quarter 3 

2018 
3 
Ibid  

https://www.ice.org.uk/getattachment/news-and-insight/policy/state-of-the-nation-scotland-2018-infrastructure/State-of-the-Nation-Scotland-2018.pdf.aspx#_ga=2.180222509.841338436.1548409339-673031343.1548409339
https://www.ice.org.uk/getattachment/news-and-insight/policy/state-of-the-nation-scotland-2018-infrastructure/State-of-the-Nation-Scotland-2018.pdf.aspx#_ga=2.180222509.841338436.1548409339-673031343.1548409339
https://www2.gov.scot/Resource/0054/00544349.pdf
https://www2.gov.scot/Resource/0054/00544349.pdf
https://www2.gov.scot/Resource/0054/00544349.pdf
https://www2.gov.scot/Resource/0054/00544349.pdf
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Causal factors for low levels of productivity include lack of targeted investment in 

research and development, a culture of risk aversion, fragmented leadership and 

the prioritisation of performance measured by cost-driven outputs rather than 

wider socio-economic outcomes.3   

The sector must do more to move away from traditional methods of 

procurement, whereby key contracts are frequently awarded based on lowest 

cost rather than the ability of bidders to address the causal factors outlined 

above. Regulatory frameworks that incentivise this change in behaviour are also 

required.   

There is a pressing need for the sector to more effectively embrace digital 

transformation. This includes, the more effective use of smart technologies, 

along with data and analytics, to re-invent approaches to project delivery rather 

than simply digitising tried and tested methods. For example, technologies like 

AI and the Internet of Things will enable improved and more reliable decision 

making; reducing waste and improving key components of delivery across 

construction projects.    

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

duplication, etc.   

  

The traditional business models that underpin the construction sector have led to 

fragmented and unsustainable supply chain relationships. Transactional in their 

nature, these models have created a cycle of low capital reserves, poor margins 

and limited investment in skills right across the construction supply chain.   

Working with the Infrastructure Client Group the ICE has developed a new 

approach to major project and programme delivery known as Project 13.5 Based 

on a collaborative approach, Project 13 seeks to boost certainty and productivity 

in delivery, improve long-term value in operation and support a more 

sustainable, innovative and highly skilled industry.   

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

  

Brexit is causing widespread economic uncertainty in terms of the ongoing ability 

of the sector to attract foreign investment. As a consequence, there is also 

concern around the capacity of the sector to deliver the sustainable levels of 

output that fuel growth in other areas of the economy.   

Recent research conducted by the Scottish Building Federation has highlighted 

that 57% of contractors are worried that Brexit will drive up labour costs.4 It also 

                                                      
3
 ICE (2017) State of the Nation 2017: Digital 

Transformation 5
 Infrastructure Client Group (2018) 

What is Project 13?  
4
 The Construction Index (2018) Brexit fears deepen among Scottish construction employers  

  

https://www.ice.org.uk/getattachment/news-and-insight/policy/state-of-the-nation-2017-digital-transformation/ICE-SoN-Report-Web-Updated.pdf.aspx#_ga=2.106238218.841338436.1548409339-673031343.1548409339
https://www.ice.org.uk/getattachment/news-and-insight/policy/state-of-the-nation-2017-digital-transformation/ICE-SoN-Report-Web-Updated.pdf.aspx#_ga=2.106238218.841338436.1548409339-673031343.1548409339
https://www.ice.org.uk/getattachment/news-and-insight/policy/state-of-the-nation-2017-digital-transformation/ICE-SoN-Report-Web-Updated.pdf.aspx#_ga=2.106238218.841338436.1548409339-673031343.1548409339
http://www.p13.org.uk/
http://www.p13.org.uk/
https://www.theconstructionindex.co.uk/news/view/brexit-fars-deepen-among-scottish-construction-employers
https://www.theconstructionindex.co.uk/news/view/brexit-fars-deepen-among-scottish-construction-employers
https://www.theconstructionindex.co.uk/news/view/brexit-fars-deepen-among-scottish-construction-employers
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highlighted the distinct possibility that large parts of the construction workforce in 

Scotland could relocate to London to take advantage of opportunities vacated by 

EU nationals. Such a scenario would likely stall a number of projects and 

programmes, with knock-on impacts for local growth and regeneration across 

Scotland.   

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?   

  

There are a range of opportunities associated with the UK Industrial Strategy 

Challenge Fund that organisations carrying out research and development in 

Scotland are eligible to bid into. Referred to as „challenges‟ there is biddable 

funding available in the areas of transforming construction, manufacturing and 

future materials, plus smarter energy.5   

UK Government and associated agencies, working with their Scottish 

counterparts, must do more to actively promote these opportunities in Scotland. 

Likewise, there is more work required to promote the aims and objectives of the 

Construction Sector Deal; specifically, in terms of how the sector in Scotland can 

benefit.    

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.   

  

Access to finance, particularly for SMEs, is often impeded by structural barriers 

such as the difficulty and cost of calculating the financial health of companies 

with a limited credit history. Evidence also suggests that, regardless of their size, 

construction companies struggle to access finance because there is a greater 

perceived risk of investing in projects associated with a low profit sector.6   

  

A major concern for ICE and the sector more widely is that access to finance 

provided by the  

European Investment Bank (EIB) is lost following the UK‟s exit from the 

European Union (EU).  The EIB, as an anchor investor, helps projects with risk 

profiles that might not appeal to other institutional investors reach financial close.   

  

Scotland has benefited hugely from the EIB investing some €31.3bn in the UK 

economy between  

                                                      
5
 UKRI (2018) Industrial Strategy Challenge Fund  

6
 House of Commons (2016) BEIS Select Committee, Access to Finance  

https://www.ukri.org/innovation/industrial-strategy-challenge-fund/
https://www.ukri.org/innovation/industrial-strategy-challenge-fund/
https://publications.parliament.uk/pa/cm201617/cmselect/cmbeis/84/84.pdf
https://publications.parliament.uk/pa/cm201617/cmselect/cmbeis/84/84.pdf
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2012 and 2016.7 Specific construction projects that have received support 

include MeyGen phase 1B8 and a £525m loan to support the development of the 

Beatrice offshore wind farm. However, since the EU referendum EIB finance to 

the UK has fallen dramatically – finance made available in 2017 was 72% less 

than that in 2016.11   

  

The Scottish Government has already announced that it will setup a National 

Investment Bank to drive inclusive economic growth, with approximately £340m 

being set aside for 2019-21.9 However, this does not mitigate the risk of a loss of 

UK access to the EIB. The optimal long-term outcome is that the construction 

sector in Scotland can continue to access EIB finance.   

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

sector?   

  

There is an improving trend in payment behaviours at the top end of the supply 

chain (in the UK as a whole), with faster payments being made to tier 1 

contractors by government clients and other large infrastructure owners.13 

However, prompt payment further down the supply chain remains a significant 

challenge. As such, a culture of „pay when paid‟ continues to cause cascade 

delays to payments and other associated contractual obligations.    

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

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

  

The financial management of large scale infrastructure projects continues to be 

challenging for the sector. Constrained profit margins remain a common feature 

amongst the largest tier 1 contractors, whilst a tendency for many large-scale 

projects to be procured on a fixed-price basis only serves to transfer risk to the 

supply chain; often leading to scope creep with insufficient contingency to 

accommodate such.14    

Project bank accounts can improve the financial management of large scale 

infrastructure projects, but they are not a silver bullet.10 They enable a better 

comprehension of actual costs as the accumulation and availability of funds is 

more transparent to client organisations. Likewise, determining funds as those 

belonging to a project rather than the primary/tier 1 contracting organisation 

itself, removes a potential barrier to faster payment.  

                                                      
7
 EIB (2018) United Kingdom and the EIB  

8
 The next phase of the MeyGen tidal array, to be built adjacent to the existing 6MW MeyGen Phase 1A in the Pentland Firth, 

Scotland. 11 
EIB (2018) United Kingdom and the EIB  

9
 ICE (2018) State of the Nation Scotland 2018: Infrastructure 

Investment 
13

 ICE (2018) Government Construction Strategy – 

2018 update  
14

 ICE (2018) Where do Tier 1 contractors make their 

money?  
10

 ICE (2018) Government Construction Strategy – 2018 update  

http://www.eib.org/en/projects/regions/european-union/united-kingdom/index.htm
http://www.eib.org/en/projects/regions/european-union/united-kingdom/index.htm
http://www.eib.org/en/projects/regions/european-union/united-kingdom/index.htm
http://www.eib.org/en/projects/regions/european-union/united-kingdom/index.htm
http://www.eib.org/en/projects/regions/european-union/united-kingdom/index.htm
http://www.eib.org/en/projects/regions/european-union/united-kingdom/index.htm
https://www.ice.org.uk/getattachment/news-and-insight/policy/state-of-the-nation-scotland-2018-infrastructure/State-of-the-Nation-Scotland-2018.pdf.aspx#_ga=2.180222509.841338436.1548409339-673031343.1548409339
https://www.ice.org.uk/getattachment/news-and-insight/policy/state-of-the-nation-scotland-2018-infrastructure/State-of-the-Nation-Scotland-2018.pdf.aspx#_ga=2.180222509.841338436.1548409339-673031343.1548409339
https://www.ice.org.uk/getattachment/news-and-insight/policy/state-of-the-nation-scotland-2018-infrastructure/State-of-the-Nation-Scotland-2018.pdf.aspx#_ga=2.180222509.841338436.1548409339-673031343.1548409339
https://www.ice.org.uk/getattachment/news-and-insight/policy/government-construction-strategy/ICE-Gov-Construction-Submission.pdf.aspx#_ga=2.141106098.1271904037.1548758889-225794055.1548758889
https://www.ice.org.uk/getattachment/news-and-insight/policy/government-construction-strategy/ICE-Gov-Construction-Submission.pdf.aspx#_ga=2.141106098.1271904037.1548758889-225794055.1548758889
https://www.ice.org.uk/getattachment/news-and-insight/policy/government-construction-strategy/ICE-Gov-Construction-Submission.pdf.aspx#_ga=2.141106098.1271904037.1548758889-225794055.1548758889
https://www.ice.org.uk/getattachment/news-and-insight/policy/government-construction-strategy/ICE-Gov-Construction-Submission.pdf.aspx#_ga=2.141106098.1271904037.1548758889-225794055.1548758889
https://www.ice.org.uk/ICEDevelopmentWebPortal/media/Documents/Media/Policy/ICE-Policy-Tier-1-Contractors-docx.pdf
https://www.ice.org.uk/ICEDevelopmentWebPortal/media/Documents/Media/Policy/ICE-Policy-Tier-1-Contractors-docx.pdf
https://www.ice.org.uk/ICEDevelopmentWebPortal/media/Documents/Media/Policy/ICE-Policy-Tier-1-Contractors-docx.pdf
https://www.ice.org.uk/getattachment/news-and-insight/policy/government-construction-strategy/ICE-Gov-Construction-Submission.pdf.aspx#_ga=2.141106098.1271904037.1548758889-225794055.1548758889
https://www.ice.org.uk/getattachment/news-and-insight/policy/government-construction-strategy/ICE-Gov-Construction-Submission.pdf.aspx#_ga=2.141106098.1271904037.1548758889-225794055.1548758889
https://www.ice.org.uk/getattachment/news-and-insight/policy/government-construction-strategy/ICE-Gov-Construction-Submission.pdf.aspx#_ga=2.141106098.1271904037.1548758889-225794055.1548758889
https://www.ice.org.uk/getattachment/news-and-insight/policy/government-construction-strategy/ICE-Gov-Construction-Submission.pdf.aspx#_ga=2.141106098.1271904037.1548758889-225794055.1548758889
https://www.ice.org.uk/getattachment/news-and-insight/policy/government-construction-strategy/ICE-Gov-Construction-Submission.pdf.aspx#_ga=2.141106098.1271904037.1548758889-225794055.1548758889
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However, on smaller projects, this type of accounting can be difficult to 

implement when there are conflicting financial reporting and corporate 

governance requirements in place.   

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?  

  

Ensuring the provision of appropriate and relevant skills within the construction 

sector, whilst addressing shortages and the challenges that disruptive change 

poses, is an ongoing endeavor.   

In 2018 the ICE undertook a skills review11 to pinpoint what is needed to ensure 

that civil engineering and key associated professions continue to address the 

needs of the construction sector. The review concluded that more must be done 

to:  

• Increase access to quality life-long learning opportunities to ensure the 

ongoing relevance and competence of civil engineers  

• Boost technical skills across the sector in view of the growth of digital 

and automated technologies   

• Ensure that people from non-engineering backgrounds are able to enter 

the profession and support the construction sector where there is 

greatest need  

• Promote and embed soft skills at all levels of career development   

This step change requires investment in training and development by employers, 

alongside greater collaboration between industry and academic partners, all 

geared at delivering a sustainable and targeted pipeline of construction skills.   

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

enough to meet equality challenges in the sector?   

  

Latest Engineering UK figures reveal that there were 8,539 engineering-related 

modern apprenticeship starts in Scotland for the academic year 2015-16, which 

reflected growth of 6.8% based on the previous year.12 There was only a 

negligible lag on England and Wales who saw growth of 7.4% and 7.8% 

                                                      
11

 ICE (2018) ICE Professional Skills – A Report by the Skills Review Group  
12

 Engineering UK (2018) The state of engineering  

https://www.ice.org.uk/ICEDevelopmentWebPortal/media/Documents/News/ICE%20News/ICE-Skills-report-2018.pdf
https://www.ice.org.uk/ICEDevelopmentWebPortal/media/Documents/News/ICE%20News/ICE-Skills-report-2018.pdf
https://www.ice.org.uk/ICEDevelopmentWebPortal/media/Documents/News/ICE%20News/ICE-Skills-report-2018.pdf
https://www.ice.org.uk/ICEDevelopmentWebPortal/media/Documents/News/ICE%20News/ICE-Skills-report-2018.pdf
https://www.engineeringuk.com/umbraco/surface/report/ReturnReport/?file=pdf
https://www.engineeringuk.com/umbraco/surface/report/ReturnReport/?file=pdf


Institution of Civil Engineers        EEFW/S5/19/10/2 

21 

respectively.13 Of the total starts in Scotland it is encouraging that 3,487 were in 

construction stated roles, equating to over 50% of total engineering starts.19  

However, female engineering-related starts in Scotland for the same period were 

only 324 equating to a mere 3.8% of total starts. In the context of other sectors 

where female representation was above 40%, this is particularly poor.14 There is 

a pressing need to re-double efforts to improve gender representation in STEM 

education, so that there is a more balanced pipeline of talent coming through.   

ICE supports the Scottish Government‟s Gender Balance project for schools, but 

this would be more ambitious if guided by specific targets, rather than simply 

aiming to „significantly reduce‟ the gender gap in STEM learning by 2022.15 More 

could also be done to highlight, support and emulate some of the excellent 

initiatives being run by educational organisations to address the issue. For 

example, the University of Strathclyde‟s summer engineering schools 

programmes for S3 girls studying in Scottish secondary schools.22  

  

Procurement    

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

  

Current procurement practices and procedures in the construction sector often 

fail to look beyond cost. This renders other important factors such as quality, 

sustainability, contribution to growth or innovation i.e. the wider socio-economic 

outcomes associated with a project(s) as second rate priorities.   

The net outcome of this approach to procurement is a sector locked in a „race to 

the bottom‟ on lowest price, which itself contributes to poor and stagnating profit 

margins. Indeed, average pre-tax profit margins for the top UK tier 1 contractors 

were -0.9% based on accounts filed at the end of 2018.16  

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

practices across the sector?   

  

The Project 13 approach to procurement has the potential to drive improvements 

in behaviour. It puts forward a model whereby value appraisal is considered in 

terms of whole life cost, plus the wider outcomes and benefits of a given 

project.17   

Procurement is a collaborative activity undertaken by an enterprise made up of 

each of the key stakeholders associated with a project, as opposed to a 
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transactional process between client and chief contractor. The purpose is to 

ensure a more equitable distribution of risk from the outset, whilst putting in 

place appropriate incentives and rewards based on performance.18  

The principles of Project 13 are already being trialed by six early adopters, which 

are: Anglian Water on their Capital Delivery Alliances programme; the 

Environment Agency‟s Next Generation Supplier Agreements; National Grid‟s 

London Power Tunnels; expansion at Heathrow; Network Rail‟s Track Alliances; 

and Sellafield.19   

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?   

  

Although in principle the National Infrastructure and Construction Pipeline covers 

the UK as a whole the majority of the investment that it details is concentrated in 

England; given that many areas of infrastructure policy are devolved matters.20 

However, as recent announcements have indicated the scale of future 

investment in Scottish infrastructure is ambitious. These have included the 

appointment of an Infrastructure Commission to provide advice to Government 

on projects worth up to £7bn21 and a commitment to boosting annual spending 

on infrastructure by £1.56bn by 2025-26.22  

The ability of the sector to effectively deliver this level of investment is tied to the 

improvements that it must make itself and the stability of the wider economic 

environment in which it operates. As detailed in this submission that includes 

unlocking better approaches to procurement, ensuring the appropriate provision 

of skills, the availability of finance and the resilience of the sector to the 

uncertainty created by Brexit.   

Innovation     

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

  

The Construction Scotland Innovation Centre (CSIC) is performing an important 

role both in terms of developing its own projects and in bringing together key 

parts of the construction sector to collaborate on innovative approaches and 

technologies that can have a transformational impact. It also provides a valuable 

platform for showcasing advances that are being made in innovation more 
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widely; thus, encouraging effective knowledge transfer. There is an onus on the 

sector (including the supply chain, professional and trade bodies) to better 

promote the work of the CSCI so that all players, large and small, can contribute 

and benefit from the work that is taking place.   

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

construction?   

  

As the sector is increasingly challenged to improve its own performance – in 

terms of balancing the out-turn costs of projects against the delivery of wider 

socio-economic outcomes, investing in skills development, mitigating the impact 

of the sector on the environment – it is critical that growth in innovative sub-

sectors is leveraged.   

There are a range of opportunities for construction to achieve these outcomes in 

the development of effective use of technologies such as robotics and machine 

learning, predictive analytics, the greater use of offsite construction and 

manufacturing. Each has the potential to improve the efficiency of delivering core 

construction activities, which in turn raises productivity levels.   

For example, the use of offsite techniques and standardised components meant 

the construction of Dumfries and Galloway Royal Infirmary was delivered six 

months ahead of schedule; resulting in significant savings on overheads and 

labour costs.23 In addition, the application of „Design for Manufacture and 

Assembly‟ saved approximately 40,000 manhours in platform construction at the 

Liverpool Street Crossrail station in London versus the traditional solutions that 

were used for Tottenham Court Road.31  

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

How can Scotland take advantage of this change?  

  

As outlined above technological changes could have a substantial impact on the 

sector in terms of both performance and productivity. ICE surveyed a cross-

section of its membership in 2017 to gauge views on how AI technologies could 

improve the execution of a range of construction and/or infrastructure delivery 

processes.24  

Of those surveyed 71% of respondents felt that AI would have a positive impact 

on design and optioneering, 69% on construction operations and 58% on risk 

and crisis management. At the opposite end of the spectrum only 22% of 

respondents thought that AI would impact positively on dispute management.   

Although constrained margins are common place in the sector, it must do more 

to build in funding for research and trialing of new technologies (such as AI) that 
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sit outside the scope of active projects.25 This requires a significant cultural 

change in the way in which the sector understands and manages risk, whilst 

there is also a role for government to do more to incentivise this change in 

behaviour.   
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Economy, Energy and Fair Work Committee 

10th Meeting, 2019 (Session 5), Tuesday, 19 March 2019 

EU (Withdrawal) Act 2018 

Consideration of UK statutory instrument proposals 

1. The UK and Scottish Governments have agreed that it is appropriate that 
some Brexit issues within the devolved competence of the Scottish Parliament 
are dealt with by statutory instruments (SIs) laid at Westminster. A process 
has been developed to allow Scottish Ministers to ask for approval from the 
Scottish Parliament for their consent to such an approach. The approval 
process is set out in a protocol designed to aid parliamentary scrutiny. 
 

2. The Economy, Energy and Fair Work Committee is being asked to scrutinise 
the proposal for the Competitiveness of Enterprises and Small and Medium-
Sized Enterprises (Revocation) (EU Exit) Regulations 2019 under this 
process. The notification is attached at annexe A. 

3. Note that the text of the SIs is not available. The Committee is being asked to 
consider consent on the basis of a proposal to legislate rather than the 
legislation itself. 

4. To summarise very broadly, the process allows the Scottish Government to 
allocate proposals for statutory instruments to one of three categories, based 
on their likely policy implications. The categories are: 

 Category A – for technical SIs, or proposals with minimum policy choice or 
only one obvious policy solution.  

 Category B – for proposals with more significant policy implications – for 
example, with financial or criminal law implications.  

5. Category C – for proposals where it is expected that the Scottish Parliament 
will want to see the actual text of the SI (so a procedure for joint consideration 
with the UK Parliament would be instigated). 

6. The Scottish Government has indicated that this proposal falls under category 
A. 

Competitiveness of Enterprises and Small and Medium-Sized Enterprises 
(Revocation) (EU Exit) Regulations 2019 

7. The Competitiveness of Enterprises and Small and Medium-Sized Enterprises 
(COSME) is an EU programme to support SMEs. UK participation is mainly 
focused on access to finance and markets. After exit from the EU, the UK 
Government proposes to revoke what will be a redundant EU regulation on 
COSME.  

http://www.parliament.scot/S5_Delegated_Powers/20180911CabSec.pdf
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8. In the event of a No Deal exit from the EU, the UK Chancellor has given a 
guarantee for HM Treasury (HMT) funding for UK projects that have been 
successful in securing EU funding before exit date. Under this guarantee, the 
UK Government will be able to use existing domestic legislative powers to 
fund Enterprise Europe Network (EEN) and non-EEN projects that fall under 
COSME.  

9. Scottish Enterprise have responsibility for the delivery of the COSME 
programme across Scotland apart from the Highland region where 
responsibility for delivery sits with the Highland Council albeit with funds 
directed from Scottish Enterprise. 

10. Under the Enterprise and New Towns (Scotland) Act 1990, Scottish 
Enterprise will retain the powers through which future funding received 
through the HMT guarantee can be delivered. As a result, the Scottish 
Government is proposing to consent to this SI being laid at Westminster.  

11. The Committee considered its approach to this Brexit SI Notification at its 
meeting on 12 March where it agreed to seek further information:  
 
1. (a) What will happen (in the event of a “no deal” exit) to pre-exit 

loan guarantees which are already in place for Scottish SMEs under 
the COSME scheme? (b) Will the loans remain in place on the same 
conditions as far as the SMEs are concerned? 

 
The Loan Guarantee Facility (LGF) is a funding stream which sits under the 
COSME programme and is now delivered through one private financial 
intermediary in the UK (‘iwoca’) which they operate autonomously. Scottish 
Enterprise do not play a role in the delivery of this particular part of the 
COSME programme. In the event of a No deal EU-exit, ‘iwoca’ have had 
confirmation from the European Investment Fund (EIF) that any existing loans 
already in place under the LGF will be unaffected as the contract between the 
EIF and the loan provider will remain in place. 
 
2. How many Scottish SMEs have loans guaranteed through the 

COSME programme and how much has been guaranteed? 
 
Due to the commercially sensitive nature of the data held for participants in 
the LGF, the UK Government are unable to access the exact number of SMEs 
in Scotland who have guaranteed loans in place. Across the UK, 3,636 
businesses have received €94.6 million in loans. This is a relatively low 
uptake in the EU context as the LGF is designed to support between 220,000 
and 330,000 SMEs with funding between €14 billion and €21 billion. 
 
3. What are the implications for Scottish SMEs which already have 

pre-Brexit equity funding under the scheme? 
 
The Equity Facility for Growth scheme provides risk capital to equity funds 
investing in SMEs mainly in the expansion and growth-stage phases and 
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there should also be no implications for SMEs who have pre-exit equity 
funding from this scheme. 
 

Timescales 

12. Under the protocol, the Scottish Parliament will normally have a maximum of 
28 days in which to consider the notification (the notification dates are set out 
above). The Committee is due to respond to the Scottish Government by 21 
March. 

Reporting 

13. The lead Committee is under no obligation to use the full 28-day period 
outlined above, and can simply to write to the Scottish Government at an early 
stage to confirm that it is content with the Scottish Ministers’ proposal to 
consent to the proposals being included in a UK SI.  

14. Alternatively, the Committee can produce a report. Details of matters that 
could be covered in any report and the process following a report are set out 
in a protocol. 

15. The Committee is invited to consider the notification set out in the 
annexe and to decide whether it is content for these issues to be dealt 
with by statutory instrument laid at Westminster.  

16. If the Committee is content, the Convener will write to the Cabinet 
Secretary to notify him of the Committee’s decision. 

  

http://www.parliament.scot/S5_Delegated_Powers/20180911CabSec.pdf
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ANNEXE: LETTER FROM THE CABINET SECRETARY FOR FINANCE, 
ECONOMY AND FAIR WORK 

Programme for Competitiveness of Small and Medium-Sized Enterprises 
(COSME) EU Exit Legislation – Protocol With Scottish Parliament  

I am writing in relation to the protocol on obtaining the approval of the Scottish 
Parliament to the exercise of powers by UK Ministers under the European Union 
(Withdrawal) Act 2018 in relation to proposals within the legislative competence of 
the Scottish Parliament.  

As you know, the Cabinet Secretary for Government Business and Constitutional 
Relations, Michael Russell MSP, wrote to the Conveners of the Finance & 
Constitution and Delegated Powers and Law Reform Committees on 11 September 
setting out the Scottish Government’s views on EU withdrawal. That letter also said 
that we must respond to the UK Government’s preparations for a No-Deal scenario 
as best we can, despite the inevitable widespread damage and disruption that would 
cause. It is our unwelcome responsibility to ensure that devolved law continues to 
function on and after EU withdrawal.  

I attach a notification which sets out the details of the SI which the UK Government 
propose to make but please note that we are yet to have sight of the final SI and it is 
not available in the public domain at this stage. We will, in accordance with the 
protocol, advise you when the final SI is laid and advise you as to whether the final 
SI is in keeping with the terms of this notification.  

In the event of a No-Deal scenario, my officials are content that the powers set out in 
the Enterprise and New Towns (Scotland) Act 1990 will allow for the funding 
received through the HMT guarantee to be delivered by Scottish Enterprise and The 
Highland Council.  

I look forward to hearing from you within 28 days from the date of this letter.  
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NOTIFICATION TO THE SCOTTISH PARLIAMENT  
 
Name of the SI(s) (if known) or a title describing the policy area  
 
Competitiveness of Enterprises and Small and Medium-Sized Enterprises 
(Revocation) (EU Exit) Regulations 2019 
 
A brief explanation of law that the proposals amend  
 
The UK Government intend to revoke Regulation No. 1287/2013 establishing a 
Programme for the Competitiveness of Enterprises and small and medium-sized 
enterprises (COSME). Upon EU exit, this regulation will become retained EU 
law and will thus become redundant, as the provisions of the legislation relate 
mainly to the Commission and are relevant to EU Member States. The UK 
Government feel that the appropriate action is therefore to revoke the COSME 
Regulation at exit, in order to maintain a coherent statute book and to avoid any 
confusion or statutory incoherence. 
 
 
Summary of the proposals and how these correct deficiencies  

COSME is an EU programme to support small and medium-sized enterprises 
(SMEs). UK participation in COSME is mainly focused on access to finance and 
access to markets. After EU Exit, the UK Government propose to revoke the 
redundant EU regulation on COSME from the statute books. In the event that the 
Withdrawal Agreement is ratified and implemented, the UK will continue to 
participate in EU programmes financed by the 2014-20 MFF.  
  
In the event of a No Deal, the UK Chancellor has given a guarantee for HM 
Treasury funding for UK projects that have been successful in securing EU funding 
before exit date. Under this guarantee, the UK Government will be able to use 
existing domestic legislative powers to fund Enterprise Europe Network (EEN) and 
non-EEN projects that fall under COSME. This means that, with the exception of 
the EEN (which the UK Government is seeking to preserve after the COSME 
programme ends), access to the Framework Conditions and Entrepreneurship 
Education elements of the programme, and the Loan Guarantee Facility, will cease 
immediately after a No Deal exit. The UK Government will draw upon existing 
domestic powers to deliver the guarantee from HM Treasury. The Enterprise and 
New Towns (Scotland) Act will give sufficient powers in Scotland.  
  
An explanation of why the change is considered necessary This SI revokes 

redundant retained EU law on COSME.  

  
Scottish Government categorisation of significance of proposals  

Category A This SI refers to redundant EU law.and Scottish Enterprise still 

retain the powers set out in the Enterprise and New Towns (Scotland) Act 1990 

through which future funding received through the HMT guarantee can be 

delivered by Scottish Enterprise.  

  
Impact on devolved areas.  

At the moment, Scottish Enterprise have responsibility for the delivery of the 
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COSME programme across Scotland apart from the Highland region where 

responsibility for delivery sits with the Highland Council on receipt of funds from 

Scottish Enterprise as part of the national programme.  

  
Under the Enterprise and New Towns (Scotland) Act 1990, Scottish Enterprise 

will retain the powers through which future funding received through the HMT 

guarantee can be delivered by Scottish Enterprise. As a result, Scottish 

Ministers are proposing to consent to this SI being laid.  

  
Summary of stakeholder engagement/consultation  

Scottish Government policy officials have consulted with the Scottish 

Government Legal Directorate and Scottish Enterprise who are all in agreement 

that they are content for the above SI to be laid.  

  
  
Intended laying date (if known) of instruments likely to arise  

4 April 2019  

  
  
If the Scottish Parliament does not have 28 days to scrutinise Scottish  

Minister’s proposal to consent, why not?  

N/A  

  
Information about any time dependency associated with the proposal  

There are no time dependencies associated with the proposals in the 

Regulations.  

  
Are there any broader governance issues in relation to this proposal, and 

how will these be regulated and monitored post-withdrawal? No  

  
  
Any significant financial implications?  

N/A 
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