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Construction Inquiry – Scottish Government Response 
 
 

Conclusions/Recommendations Response 

Economic impact  

3. In a previous Committee inquiry into 
improving the quality and coverage of 
economic statistics, the Committee 
highlighted that economic statistics must 
be trustworthy, high quality and of public 
value if we are to measure the 
performance of our economy. The 
Committee noted that the credibility of 
Scotland’s economic statistics is even 
more crucial given the Parliament’s new 
fiscal powers and continuing discussion 
around constitutional reform. The 
production of high quality economic 
statistics must be a continuing priority 
for the Scottish Government. 

Noted 

4. The Committee considered the 
significant impact that the Scottish 
Government’s recent adjustments to the 
methodology used to calculate 
construction output have made to our 
understanding of GDP. These revisions 
highlight the pertinence of the 
Committee’s concerns around the 
accuracy and reliability of data. The 
Committee is concerned that definitions 
and measurements are still being 
developed and notes evidence that 
there is scope for further accuracy 
through greater use of VAT data. We 
urge the Scottish Government to work 
with its partners to further review the 
measurement methodology to 
understand the construction industry’s 
impact on Scotland’s economy. 
 
 
 
 
 
 
 
 
 
 
 

The Scottish Government, alongside the Welsh 
Government, Northern Ireland Statistics and 
Research Agency and the Office for National 
Statistics, are working towards improving 
regional construction output statistics across 
the UK. A subgroup of the Devolved Economic 
Statistics Co-ordination Group has been 
established to work on this project. The group 
will also work closely with statisticians from 
BEIS and other relevant government 
departments. The first meeting took place on 1 
August 2019 and work on the project will take 
place over the forthcoming year. 
 



Measuring Productivity  

5. The Committee seeks more reliable 
data on construction sector productivity 
and asks the Scottish Government and 
its industry partners to work to improve 
the quality of statistics in this area. The 
Committee asks Scottish Government 
what steps it is taking to work with 
industry to improve construction sector 
productivity 

In 2016 Scottish Enterprise undertook 
extensive industry consultation and delivered a 
series of workshops and seminars specifically 
targeted at the construction sector around the 
Productivity challenge. This was considered to 
be a ‘call to action’. In addition to this SE have 
supported the Construction Scotland 
Innovation Centre to deliver a comprehensive 
programme of workshops around BIM and also 
supported industry collaboration (Offsite 
Solutions Scotland) to formalise their approach 
to delivering effective and efficient solutions for 
the affordable housing agendas , both in 
Scotland and the UK.  
 
We are working with Construction Scotland 
through the Scottish Government/Construction 
Scotland Leadership Forum to form an action 
plan that will deliver on the ambitions of the 
Construction Scotland Industry Strategy 2019-
2022, including those on establishing a more 
productive, innovative and profitable industry. 
 

6. The Committee highlights its previous 
recommendation in its report on 
Scotland’s Economic Performance 
inquiry report. 
 
“The Committee recommends that in 
addition to evaluating the growth 
sectors, the Scottish Government 
commissions research to analyse the 
potential economic gain that could be 
made from investing more resource into 
improving productivity in the low 
productivity sectors” 
 
In response to this recommendation, the 
Scottish Government wrote: 
 
“The Scottish Government will 
undertake work, along with the 
Enterprise Agencies, to evaluate the 
growth sectors, and will specifically 
focus on the potential impact on 
businesses excluded in other areas, 
including the benefits of exploring the 
impact of focusing on sectors that have 
low productivity. This work will be led by 

There is no further update to this 
recommendation. Due to Brexit, Scottish 
Government analysts have had to reprioritise 
analytical resources to focus on understanding 
impacts of a no-deal Brexit to key sectors and 
the Scottish economy more widely.  
 
The Strategic Board, through its Analytical Unit, 
will be working with the E&S agencies to 
improve evaluation and spend, including the 
development of a measurement framework that 
will allow the board to track spend and 
progress on outcomes.   
 
 



officials in the Office of the Chief 
Economic Adviser and completed in 
2018” 
 
The Committee seeks a progress 
update from the Scottish Government 
on this work led by officials in the Office 
of the Chief Economic Adviser. 

7. The Committee welcomes 
Construction Scotland’s commitment to 
work with industry to drive change on 
productivity and innovation. 
Construction Scotland’s forthcoming 
Action Plan should clearly demonstrate 
how the strategic vision for the sector 
will translate into better economic 
outcomes and increased productivity. 

Noted 

Access to Finance  

8. The Committee notes that SME 
construction firms consider access to 
finance to be a major barrier to their 
ability to upscale their business, expand 
their workforce, and commence more 
building projects. Evidence suggests 
that traditional routes to finance are not 
working; instead SMEs are having to 
use specialist lenders, challenger banks 
and private equity. The Committee asks 
the Cabinet Secretary to take forward 
construction-specific issues with the 
banking and economy forum and to 
provide the Committee with an update 
on how these issues can be addressed. 

This issue will be raised at next meeting of the 
Banking & Economy forum, scheduled for 4 
September 2019. 
 
 

9. The Committee notes evidence that 
there are particular challenges for small 
builders accessing finance and asks the 
Scottish Government to consider what 
role the Scottish National Investment 
Bank could have in helping SMEs 
access finance to build houses. 

One of the ancillary objects for the Bank, set 
out in the Scottish National Investment Bank 
Bill says that the Bank will support SMEs. The 
precursor Building Scotland Fund already 
provides access to loan or equity finance to 
SME housebuilders with a lower investment 
threshold (minimum finance = £350,000). One 
SME investment has been made so far and 
others are under consideration.  
 
The Scottish National Investment Bank will 
take a mission-orientated approach to 
investment.  On vesting, Scottish Ministers will 
set a small number of missions for the Bank, 



looking for it to make investments which will 
help tackle some key societal challenges. The 
implementation plan set out a series 
of  illustrative missions one of which was to 
promote inclusive growth through place-making 
and regeneration. The Bank will be 
operationally independent of Government and 
will decide what products it offers and where 
and when it invests. It will respond to missions 
through its Investment Strategy. 

10. The Committee heard mixed 
evidence on the usefulness of project 
bank accounts (PBAs) and current 
thresholds. The Committee asks the 
Scottish Government to reflect on 
evidence received by the Committee 
and evaluate PBAs once information on 
users' experience of the new threshold 
is available for review. 

We have concerns about the volume of 
misleading and inaccurate contributions made 
to the Inquiry on PBAs despite our policy, 
procedures and learnings being openly 
developed and published since their inception. 
We agree with the Cabinet Secretary that 
current threshold levels seem optimal 
meantime. Public bodies can, and already 
have, chosen to implement a PBA at a lower 
contract value than Scottish Government’s 
thresholds. Existing guidance sets out a range 
of information which public bodies are 
recommended to collate and use for evaluating 
PBA implementation. 
 

11. The Committee notes that the use of 
retentions can be helpful in terms of 
project assurance, but that they can 
also be misused. The Committee 
welcomes the Scottish Government's 
forthcoming consultation on retentions 
and encourages it to engage widely with 
the construction sector to find an 
alternative form of project assurance, 
which provides a solution better 
balanced to suit the needs of both the 
client and contractors. 

We have commissioned research from Pye Tait 
on the use of retentions in the Scottish 
Construction Industry and our forthcoming 
consultation will seek views from across the 
industry on their approach to contract 
assurance.   



12. The Committee is disappointed by 
the low take up in the Growth Scheme 
and calls on the Scottish Government to 
consider how existing funding initiatives 
could be better promoted and leveraged 
to maximise benefit for the construction 
sector. The Committee notes that it is 
the Scottish Government's intention to 
integrate existing funding initiatives into 
the Scottish National Investment Bank 
and urges the Scottish Government to 
consider what lessons can be learned 
from current engagement with the 
sector to input into this proposed 
alignment from the outset. 
 
 
 
 
 
 
 
 
 
 
 
 
 

The creation of the Scottish National 
Investment Bank will play an important role in 
helping to ensure that public investments are 
used as strategically and efficiently as possible 
to support inclusive, ethical and sustainable 
economic growth across Scotland.   As a 
cornerstone institution in Scotland’s financial 
landscape, the Bank will provide a clear point 
of access to potential sources of finance, 
helping businesses to access the investment 
they need to grow.  The creation of the Bank 
provides an opportunity to bring together 
investment expertise from different parts of the 
Public Sector, as well as to optimise the 
delivery of existing and planned investment 
opportunities,  and ensures that lessons can be 
learned and experience shared.  
 
In addition, the wider ecosystem of support and 
advice delivered by the Scottish Government 
and its agencies will evolve to reflect the 
creation of the new Bank, ensuring that 
businesses and communities get the support 
and advice they need to benefit from the 
financial products the Bank will provide, and 
that there is a strong pipeline of potential 
investments for the Bank once it is operational. 

Skills and Workforce Development  

13. The Committee notes evidence 
received on productivity challenges and 
an associated shortage in leadership 
and management skills in the 
construction sector. The Committee 
requests an update on how graduate 
level apprenticeship frameworks will be 
expanded to address these skills 
shortages in construction. 

Skills Development Scotland and CITB work 
with partners and employers to develop and 
adapt apprenticeships in response to industry 
demand for new skills. Apprenticeships 
frameworks are reviewed regularly and this 
requires input from employers to ensure they 
are relevant, up to date and support skills 
needs.  
 
A recent example is the Graduate 
Apprenticeship in Construction and the Built 
Environment which was delivered for the first 
time in September 2018. It was updated in 
January 2019 to address skills shortages in 
Building Control occupations, at the request of 
Scottish Government and Local Authority 
Building Standards Scotland (LABSS).  
 



14. The Committee welcomes the 
publication of the short life working 
group's recommendations on new and 
future housing construction skills. The 
Committee asks the Scottish 
Government to provide an update on 
how these recommendations will be 
turned into actions and to clarify how 
progress will be monitored. 

Ministers have received Professor Smith’s 
report and are grateful for the work of the 
Working Group.  Various parts of Government 
were involved in the Group, including Skills and 
Education voices and we are now considering 
the recommendations.  Officials are now 
working across Government to consider the 
recommendations as a number of these affect 
policy and delivery across Portfolios.  We 
expect a full response to the report towards the 
end of the year, which will include a statement 
of actions and make clear how we will monitor 
and implement our response.  We will of 
course be happy to keep the Committee and 
Parliament informed of progress.   
  

15. The Committee notes the skills 
challenges faced by the construction 
sector with an ageing workforce and 
skills shortages. The work of SDS and 
the CITB is vital in addressing these 
issues. 

SDS engages regularly with a range of Industry 
Stakeholders in the construction sector, 
including CITB and wider stakeholders such as 
the Scottish Building Federation, the 
Federation of Master Builders, the Scottish 
Decorator Federation, and others. These 
meetings ensure constructive dialogue on skills 
needs in the Construction sector and how SDS 
can respond to those, while also including 
issues such as participation in apprenticeship 
programmes, supporting Construction careers, 
and wider issues such as Brexit. 
 
This works takes place in the context of wider 
skills planning by SDS. In addition to the 
dedicated Construction Sector Skills 
Investment Plan, Construction skills feature 
prominently in many of SDS’ Regional Skills 
investment Plans, all of which underpin SDS’ 
engagement with the Construction Industry 
leadership Skills Group, within which CITB 
participate.   
  



16. The Committee notes steps being 
taken by the CITB to streamline its 
operations and strengthen governance 
in Scotland. We recommend that CITB 
publishes more detailed Scotland-
specific regional skills information in its 
Annual Report to allow the Committee 
and Scotland's construction businesses 
to assess CITB's commitment to 
understanding Scotland's skills needs 
and future skills demands. 

 As noted by the committee, CITB is taking 
steps to strengthen governance in Scotland 
through the set-up of employer-led nation 
Councils for Scotland, Wales and England. The 
annual report is an overview of CITB 
performance and spend, however CITB 
produces a range of publically available 
Scotland specific skills reports. Recent reports 
include: 

 Workforce Mobility and Skills in the 
UK Construction Sector 2018-2019 -
Scotland: Research on qualification 
levels and the extent of occupational 
and geographic mobility to support skills 
planning, through profiling the existing 
workforce and offering insight into 
potential gaps as a result of 
occupational/geographic movement. 

 Local Construction Skills Needs for 
Scotland 2018: a detailed five-year 
overview of skills, demand and supply in 
the Scottish construction industry at a 
regional level. 

 Construction Skills Network 
forecasts 2018-2022 – Scotland: 
market intelligence and insight for the 
construction industry. 

17. The Committee finds it very 
disappointing that women account for 
only 12% of the construction industry 
workforce; more needs to be done to 
raise awareness of the broad range of 
careers and types of work available 
within the industry to directly encourage 
and facilitate a more diverse and 
inclusive construction sector workforce. 
The Committee urges the Scottish 
Government to work with SDS and 
industry to promote best practice in the 
recruitment and retention of women in 
construction. This includes 
organisations like City Building who has 
had considerable success in increasing 
its proportion of female craft 
apprentices. Industry must be proactive 
in creating inclusive workplaces, which 
support women to pursue a career in 
the sector. 

SDS seeks to address gender imbalance in 
Apprenticeships by working in partnership with 
a range of organisations, including the SAAB 
Employer Equalities Group which is setting up 
a Gender Commission. The establishment of 
SAAB’s Gender Commission will draw upon 
the expertise of employers, education and 
other sectors to examine the potential of 
different pathways into occupations that are 
highly gendered.  

SDS’s  Equality executives and Career 
Information, Advice and Guidance teams 
undertake a range of activity on equality and 
diversity. A recent example is the “Dare to be 
Different” project delivered by SDS in 
partnership with Train Shetland  which gave 
secondary school pupils the opportunity to 
become Modern Apprentices for the day as 
part of an initiative to challenge gender 
stereotypes in the workplace.   



SDS works with a range of local and national 
delivery partners, including: 

 Local Developing the Young Workforce 

(DYW) groups to raise the profile of 

equality and apprenticeships with 

employers and schools 

 Education Scotland to support their 

national campaign on gender equality 

for Foundation Apprenticeships 

 Education Scotland’s Gender Balance 

Officers to tackle gender stereotypes 

which may influence subject and career 

choice.  

 The Scottish Funding Council and 

delivery partners in Further and Higher 

Education to align activity in widening 

access to apprenticeships and address 

gender imbalance in subject and career 

choice through these institutions’ 

Gender Action Plans. 

 Over the past few years, SDS have 

diversified the range of images and case 

studies used throughout their marketing 

materials.  Working with their equality 

partners to identify positive role models 

from under-represented groups and to 

challenge stereotypical perceptions 

about apprenticeships and career 

choices. 

 

18. The Committee notes that SDS's 
Equalities Action Plan for modern 
apprenticeships in Scotland outlines a 
range of actions to reduce gender 
segregation in modern apprenticeship 
frameworks and reduce stereotyping in 
occupational routes chosen by young 
people in education. The Committee 
urges the Scottish Government to work 
with its agencies and industry partners 
to build momentum behind achieving 
these targets. 

SDS works with industry, stakeholders, and 
individuals to actively address the gender 
imbalance within apprenticeships and skills. 
For example, SDS is working with Construction 
Scotland to form the new Skills Group for the 
sector, which will address workforce diversity 
challenges, including how to attract and retain 
women in the sector.  
 
SDS additionally offers CPD to training 
providers to help them become aware of 
diversity challenges, and as part of their 
contracting and commissioning process, SDS 
ask that training providers demonstrate how 
they will address under-representation, for 
example attracting more women into 



Construction, and this is then monitored 
throughout the life of their contract. 
 
Skills Development Scotland (SDS) published 
its Apprenticeship Equality Action Plan (EAP) 
Year 3 update on Monday 29 July 2019. 
  

19. The Committee notes that the 
Scottish Government plans to establish 
a Skills for the Future Action Plan and 
National Retraining Partnership. The 
Committee requests an update on the 
Government's work in this area and how 
it will address concerns raised by 
witnesses that there is a need to invest 
in older people and attract older 
workers, including more women, to the 
construction industry. 

The Future Skills Action Plan will be launched 
shortly and my colleague Jamie Hepburn will 
write separately to Committee to set out the 
Plan’s content in greater detail and its key 
themes.  I can confirm however, that the Plan 
recognises the issues raised here. It will 
consider the broad and diverse skills needs of 
Scotland’s population, recognising that our 
workforce is getting older, is working for longer, 
and that our future workforce will increasingly 
be made up of those already in 
employment.  Alongside the Plan’s 
progression, we are working in collaboration 
with the STUC and the CBI Scotland to 
develop the Scottish National Retraining 
Partnership, which will establish how 
employers, trade unions, individuals and 
government can improve and enhance the 
upskilling, reskilling and development 
opportunities available to those in work. 
 
Occupational segregation continues to 
adversely affect women’s working lives and 
contribute significantly to the gender pay gap. 
Through A fairer Scotland for women: gender 
pay gap action plan, we have committed to 
address gender-specific issues in the labour 
market, to ensure that the specific inequalities 
and barriers women face are addressed in the 
future as we implement the Future Skills Action 
plan, and it is our intention to do this, building 
on work already underway. 
 

 



20. The Committee found a mismatch 
between construction leaders' and many 
tier 1 businesses' ambitions to utilise 
digital technology and the general 
development of digital skills among the 
majority of the sector. It is vital that 
businesses at all levels of the supply 
chain are able and willing to use 
technology if productivity is to improve. 
The Committee recommends that SDS 
and the CITB consider how new 
technologies can be better incorporated 
into all levels of construction skills 
training. 

The issues identified relating to the adoption of 
digital technology and the digital skills required 
to realise their benefits continue to be areas of 
focus.  The demand for digital skills is predicted 
to increase in the future, not just in the 
construction sector but across our 
economy.  Moreover, the rapid rate of 
technological innovations requires the existing 
workforce to continually update their skills so 
that they are equipped for emerging roles in the 
sectors in which they work. Up-skilling the 
current workforce is an important way of 
responding to the immediate demand the 
sector faces.  
 
Digital Skills presents a considerable challenge 
which will only be affected by committed effort 
and investment from both public and private 
sector. To this end we have made £25m 
available over the past 6 years to support 
digital skills and help Scottish businesses 
become more digitally able 
 
In March 2017 we announced our Digital 
Growth Fund which provides loans to 
companies who wish to develop the digital 
skills of their staff.  As part of this investment 
we launched the Digital Development Loan 
aimed at boosting productivity amongst SMEs 
through the adoption of new technology and 
enhanced digital skills.  Since then we have 
also have extended our DigitalBoost 
programme which is one of a number of 
measures we have in place to help our 
businesses and our people to meet their digital 
aspirations, and improves the level of digital 
maturity amongst businesses in every part of 
Scotland 
 
We want to help Scotland’s businesses 
achieve their full potential in the digital world. 
 
 



21. Given that construction is the largest 
sector for the modern apprenticeship 
programme, the Committee believes 
that there is merit in considering a 
sector specific approach to 
apprenticeship frameworks in this area. 
The Committee urges SDS to work with 
industry to look at how different 
apprenticeship models could better 
support construction sector SMEs to 
offer training and apprenticeship 
opportunities. 

Construction is a priority sector with a 38% rise 
in Modern Apprenticeship starts over the past 5 
years and accounting for 22.4% of all Modern 
Apprenticeship starts in 2018/19. The Scottish 
Government recognises the importance of an 
agile, flexible approach that enables the 
Apprenticeship offer to respond to the 
requirements of the economy and sectors 
within it.  
 
Apprenticeships and their associated 
qualifications are reviewed on a regular basis;  
employers (including SMEs), employer groups, 
trade bodies, training providers, trade unions 
and other stakeholders are integral to the 
development and review process.  
Qualifications and Apprenticeships were last 
reviewed by CITB in 2017 and will continue to 
be reviewed on a regular basis to ensure they 
continue to meet the needs of the whole sector. 
The Scottish Apprenticeship Advisory Board is 
also looking at how to ensure that SMEs are 
fully engaged in developing and taking up 
apprenticeships.   
 

22. The Committee was impressed by 
the level of personal development 
support on offer through City Building 
Ltd's apprenticeship training programme 
and agrees that it is important to provide 
a holistic training in order to prepare the 
apprentice for life as a fully-qualified 
working adult. The Committee 
recommends that the Scottish 
Government works with SDS and 
industry to explore how this type of 
wraparound service could be expanded 
across all apprenticeship programmes. 

Skills Development Scotland works directly 
with employers such as City Building Ltd to 
provide advice on skills needs, engaging with 
education and how to access work based 
learning. SDS also works with the Scottish 
Apprenticeship Advisory Board (SAAB) to 
encourage  employers and stakeholders to 
share best practice and explore new ideas to 
help other employers understand how to 
strengthen their apprenticeship programmes.  
 
As an example of this, the SAAB Standards 
and Frameworks Group has a workstream on 
developing advice on support mechanisms for 
apprentices, including mentoring support. The 
experience of progressive employers like City 
Building would bring value to this work.  City 
Building has won several awards for its 
inclusive and supportive approach and we will 
ask SAAB to work with them on developing 
guidance on wraparound services for 
apprentices.  
 
SDS offers CPD to training providers to help 
them understand the diversity challenges faced 



by certain industries. They have a regional 
team of equality executives who provide 
support and advice to training providers and 
employers on positive action to recruit under-
represented groups and raise awareness of 
support that can be provided in the workplace 
to help individuals sustain their 
apprenticeship.  SDS also require training 
providers to demonstrate how they will address 
under-representation, for example attracting 
more women into Construction, and this is 
monitored throughout the life of their contract.    
 

23. The Committee recommends that 
the Scottish Government works with its 
agencies in partnership with industry to 
develop further foundation 
apprenticeships in construction, to 
broaden the range of opportunities 
available within the sector and 
strengthen the skills pipeline between 
schools and industry. The Committee 
believes that expanding foundation and 
graduate level apprenticeship 
frameworks would be beneficial to the 
construction sector. 

Apprenticeships are developed in partnership 
with industry and employers. FAs and GAs  
have been developed to align with key sectors 
of the economy that have current skills 
shortages and projected future jobs growth. For 
the Construction sector, there is a Civil 
Engineering FA framework and three 
Construction GAs, including the recently 
developed Construction and the Built 
Environment GA to support the need for building 
control officers.  
 
Work-based learning is regularly reviewed to  
respond to economic requirements. One such 
example is the current pilot for work-based 
learning in schools at SCQF Levels 4 and 
5. This builds on the success of Foundation 
Apprenticeships (FA) as a school-based offering 
and can be an important pathway to the 
Construction craft modern 
apprenticeships.  This offer is developed with 
employers, enabling them to make a structured 
contribution to school curriculum choices and 
support the design and delivery of projects, 
which adds value to learning for young people.  

The extended pilot phase delivery starting in 
August 2019 combines SQA "Skills for Work" 
qualifications with a new SQA customised work-
based challenge unit. It will offer young people 
the opportunity to gain practical work based 
skills and qualifications aligned to the 
Construction, Automotive and Hospitality 
sectors while in school.  
  



24. The Committee notes some 
witnesses' concerns that offering 
shortened modern apprenticeship 
courses would be detrimental to the 
current high quality and thorough 
training the modern apprenticeship 
programme provides. The Committee 
therefore recommends that the Scottish 
Government, its agencies and industry 
commit to developing high quality 
professional qualifications in any future 
training frameworks. 

As noted above, apprenticeships and their 
associated qualifications are reviewed on a 
regular basis, in partnership with employers, 
employer groups, trade bodies, training 
providers, trade unions and other stakeholders. 
The Scottish Government remains committed 
to high quality Apprenticeships that support 
industry, the economy and individuals. The 
approval process for apprenticeship 
frameworks in Scotland has a strong focus on 
quality to ensure they provide high quality skills 
that are transferable, portable and valued by 
the sector. When apprenticeship frameworks 
are developed and reviewed in response to 
emerging skills needs, they are carefully 
scrutinised to ensure that employer and 
stakeholders views are carefully considered  to 
avoid diluting the quality of training delivered.  
 

25. The Committee highlights concerns 
in the construction industry about what 
is regarded as a 'double levy' - the 
apprenticeship levy and the CITB levy. It 
is vital that businesses benefit from this 
in terms of skills and training. The 
Committee asks the UK Government to 
consider how the apprenticeship levy 
relates to the CITB levy and to review 
the long-term sustainability of having 
two separate levies, which is unique to 
the construction sector. 

This is a question for UK Government.   

26. Businesses are seeking greater 
transparency on the Scottish 
Government's apprenticeship levy 
spend and how they can benefit from it. 
The Committee calls on the Scottish 
Government to provide a detailed 
breakdown of how apprenticeship levy 
money is used in Scotland and the 
outcomes of that spend. 

The UK Government’s Apprenticeship Levy is a 
UK Government tax imposed through reserved 
powers without consultation with Scottish 
Government despite skills policy being 
devolved. The Levy tax is collected from 
employers with annual pay bills in excess of £3 
million for Her Majesty’s Treasury by HMRC of 
which Scotland receives a proportionate share. 
The Scottish share of the Levy receipts  largely 
replaces money previously received as part of 
the block grant and will continue to be fully 
invested in skills, training and employability to 
meet the needs of Scotland’s economy, 
employers, and the workforce.   
 
Employers in Scotland are encouraged to 
consider how to make best use of the publicly 



funded skills, training and employability 
programmes available such as our growing 
Apprenticeship family, including the expansion 
of Foundation and Graduate Apprenticeships 
and Flexible Workforce Development Fund to 
improve performance and productivity across 
their workforce has delivered stability and 
continuity. 
Despite the imposition of the UK Government’s 
Apprenticeship Levy we are delivering more 
Apprenticeships in Scotland than ever before 
with a record number of starts in 2018/19.   
That success has not been replicated in 
England where there has been significant 
disruption to the English Apprenticeship model 
following the introduction of the Levy. English 
Apprenticeship Statistics published 11 July 
2019 show that starts are still lower than before 
the introduction of the Apprenticeship Levy.   
 

Procurement  

27. The Committee is concerned by the 
volume of evidence it heard which 
described an ineffective public 
procurement process that fails to 
consider whole-life costing and quality, 
instead prioritising short-term cost over 
long-term value. Procurement manuals 
and guidance advocate an approach 
that is not always implemented in 
practice. We recommend that the 
Scottish Government considers how 
guidance can be better followed. 

The government has published a considerable 

amount of new guidance relating to 

construction procurement in the last year. We 

are in the process of producing additional 

guidance and will continue to review all of our 

guidance, in light of any developments within 

the sector. 

Project assurance mechanisms, such as 

Gateway Reviews (SG), and Key Stage 

Reviews (Scottish Futures Trust) will provide a 

mechanism for monitoring some aspects of 

compliance as will Annual Procurement 

Reviews (mandated under the PR(S) A 2014 

for contracting authorities with a £5m+ spend).  

We have recently run a pilot of the 

Construction Capability Assessment, the aim of 

which is to providing a self-assessment tool for 

contracting authorities, that highlights and 

examines compliance with SG guidance and 

areas for improvement. 

Ensuring that guidance is followed will be 

achieved in the longer term by creating a 

collaborative environment for all contracting 

authorities engaged in construction, to share 

learnings & best practice. 



 

28. The Committee notes that some 
businesses in the construction sector 
lack the skills and resources to bid for 
public sector work, whilst the level of 
skills in procuring public authorities is 
also mixed. We recommend that the 
Scottish Government ensures that 
SMEs are supported in their efforts to 
bid for public sector work through the 
business support system. The Scottish 
Government should also consider how 
best to ensure that procuring public 
authorities have access to the 
necessary skills to support bidders and 
to ensure that maximum value is 
secured rather than lowest cost. 

Businesses lacking skills & resources to 

bid for public sector work- SMEs should be 

supported to bid through business support 

system  

We assume that “business support system” 

refers to the range of activities , guidance and 

support that the SG provide for businesses, 

which includes Supplier Development 

Programme. 

The Scottish Government, alongside 
membership-paying public authority members, 
fund and support the (independent business 
initiative) Supplier Development Programme 
(SDP), as part of our continued drive to make it 
easier for suppliers to bid for public sector 
procurements, helping local supply chains to 
maximise contracting and sub-contracting 
opportunities. The SDP provides local 
businesses with free access to advice and 
training to raise awareness of opportunities and 
how to win public sector contracts. The 
Scottish Government also provide other tools 
to support businesses, including a dedicated 
Supplier Journey portal to help businesses 
navigate the bidding process. 
 
The SG’s own Centre of Procurement 
Expertise’s support is channelled through the 
SDP programme and a number of central 
government bodies pay an annual subscription 
to support SDP. We also will support ‘Meet the 
Buyer’ events and we are sending staff to the 
next 2 in Glasgow and Inverness. We also 
have plans to work with SDP on specific tender 
exercises. In addition, our letters to 
unsuccessful bidders are quite detailed and 
provide useful feedback to improve the 
performance of bidders in subsequent tender 
exercises. 
 
Levels of procurement skills in public 

authorities mixed. 

The SG can engage with sectors and 

contracting authorities to investigate  



opportunities for sharing & accessing 

resources and addressing limited skills. 

The Construction Capability Assessment will 

include questions around this. 

Public authorities having skills to support 

bidders. 

It is up to each public authority to ensure that 
its staff are suitably trained and experienced in 
supporting SMEs through tender exercises. If a 
public authority is a membership-paying 
member of the SDP, then it is effectively paying 
an independent business initiative to support 
the businesses that it engages with (as SDP 
services are free to businesses). 
 
The Scottish Government funds and supports 
with local authority partners, the SDP, to 
support bidders. 
 
The Scottish Government also provide a 
Procurement Journey portal to support 
contracting authorities (public bodies) through 
the procurement process, thus helping them to 
support bidders. 
 
The Public Contracts Scotland portal supports 
access to contracts, openness and 
transparency. 
 
Questions around how SMEs are supported 

with bidding could be incorporated into the 

Construction Capability Assessment for 

contracting authorities to complete. 

Securing maximum value rather than lowest 

cost 

The SG, alongside Construction Scotland, 

through the Leadership Forum is currently 

exploring routes to achieving this. 

PCS Development is currently underway to 

improve public bodies’ compliance: 

(1) with legislation which prohibits public 

contracts and utilities contracts from being 

awarded on the basis of price only or cost only 

as the sole award criteria; and (2) in the case 



of public contracts only, with statutory guidance 

in the same terms on this.  

For those public bodies out-with the scope of 

the Scottish Public Finance Manual, it is 

incumbent upon them to ensure that value for 

money is achieved in procurement exercises, 

although we can facilitate the tools to help 

achieve this. 

29. The Committee heard that the 
Review of Public Sector Procurement 
was thorough and useful, and outlined 
clear recommendations for 
improvement. The Committee 
acknowledges that the Scottish 
Government has increased guidance, 
but found implementation and 
enforcement of the guidance lacking. 
The Committee is concerned that the 
Cabinet Secretary considers the review 
to have achieved significant change, 
when evidence suggested that the 
review recommendations were not 
implemented and considerable further 
work on procurement is required. The 
Committee recommends that the 
Scottish Government revisits the review 
to assess what further action could be 
taken to implement its 
recommendations. 

The work to implement the recommendations 

of the review has focused not on just the letter 

of the recommendations, but the issues and 

culture behind them, much of which are 

longstanding within the construction industry. 

Ongoing work is progressing to complete all 

the recommendations of the review – this will  

be supported by new and forthcoming 

guidance as well as the Construction Capability 

Assessment (as above in Action Point 27). 

The Establishment of  the Scottish Government 
and Construction Scotland’s leadership Forum 
is a recognition that more strategic change 
required in both CA and contractor landscape, 
the work of this group will co-produce further 
action to deliver the outcomes described in the 
review. 
 
We are happy to look again at each of the 
review’s recommendations and, as stated 
above, much of this is already underway. 
 

30. The Committee asks that, as part of 
this review of recommendations, the 
Scottish Government further considers 
the arguments for the appointment of a 
Chief Construction Adviser. As 
recommended in the 2013 Review, "with 
direct access to Ministers, this individual 
will champion the reform programme, 
work with industry and the public sector 
and act as a conduit between industry 
and Ministers.” 
 
 

Derek Mackay has already stated (to the 

committee) that the SG is open to this: 

“However, my mind is not closed to having a 
construction adviser, which might help in 
relation to what the recommendations are, 
implemented, how they are being taken 
forward and who the go-to person is, other than 
the responsible ministers”   

Infrastructure  

31. The Committee notes how vital it is 
to businesses to be able to plan future 

The committee’s input on Infrastructure is 
welcome. In recognition of the important role 



work and manage their workforce, and 
welcomes the appointment of the 
Infrastructure Commission to advise on 
the strategic direction and long-term 
investment in Scotland's infrastructure. 
The co-ordination of Infrastructure 
Investment Plans with other sources of 
planning information, such as local 
government and housing plans should 
be a consideration in this strategic 
overview. 

which infrastructure investment plays in 
creating an inclusive, sustainable economy, the 
Scottish Government announced its 
commitment to a National Infrastructure 
Mission in 2018.  To support the Mission, we 
established the independent Infrastructure 
Commission for Scotland. The Commission’s 
advice will help inform the new Infrastructure 
Investment Plan and Capital Spending Review 
that we will publish by mid-2020.  
 
The next Infrastructure Investment Plan will 
cover the next five year period and deliver a 
coherent, strategic approach to infrastructure 
planning that aligns with a range of other key 
Scottish Government frameworks such as the 
forthcoming National Planning Framework, the 
National Transport Strategy and associated 
Strategic Transport Projects Review, and the 
Climate Change Plan. 
 

Land Asset Management   

32. The Scottish Government has a 
target to deliver at least 50,000 
affordable homes by 2021, yet we were 
told by housebuilders that access to 
land is a challenge for the construction 
sector. The availability of land impacts 
the supply of housing and also house 
prices. The Committee notes that the 
Scottish Government will be preparing a 
National Planning Framework 4 (NPF4) 
and asks it to consider means by which 
land assets can be better deployed to 
support the NPF4 and the need to build 
more homes. 
 
 
 
 
 
 
 
 
 

The National Planning Framework (NPF) is a 
long term strategy for Scotland setting out 
Ministers’ policies and proposals for the 
development and use of land.  We have 
recently commenced preparatory work on the 
NPF4.  As a result of the Planning Bill, NPF4 
will set targets on land for housing and we will 
update our national planning policy for housing 
delivery.  It will also have an enhanced status, 
forming part of the development plan.  We look 
forward to collaborative work over the coming 
year with the planning profession and wider 
stakeholders to establish how this can be 
achieved. 
 
We remain interested in the concept of land 
value capture and intend to work with the 
Scottish Land Commission, Scottish Futures 
Trust, local authorities and industry 
representatives to identify how local authorities 
can more effectively capture land value uplifts 
to fund the provision of enabling infrastructure” 
 

Innovation  

33. The Committee is concerned by 
evidence that suggests innovation and 
off-site manufacture could be stifled by 
planning regulations or resistance to 

 Scottish Planning Policy identifies planning’s 
role in supporting innovation (Paragraph 16): 
“Good planning creates opportunities for 
people to contribute to a growing, adaptable 

https://www.gov.scot/publications/scottish-planning-policy/


change. We encourage local authorities 
to embrace innovation in procurement 
decisions and to allow pilot schemes to 
test the practicality of and public 
reaction to new building methods and 
products. 

and productive economy. By allocating sites 
and creating places that are attractive to 
growing economic sectors, and enabling the 
delivery of necessary infrastructure, planning 
can help provide the confidence required to 
secure private sector investment, thus 
supporting innovation, creating employment 
and benefiting related businesses.”  Concerns 
that planning may stifle innovation or be 
resistant to change aren’t therefore 
immediately recognisable. 
 
SG Building Standards Division (BSD) are 
being kept informed by LABSS (organisation 
representing all 32 local authority building 
standards verifiers in Scotland) of their current 
engagement meetings with manufacturers of 
off-site modular housing.  LABSS are working 
alongside some manufacturers to determine 
what practices and procedures can be 
implemented to reassure verifiers, when taking 
reasonable inquiry, that such houses are being 
constructed in compliance with building 
regulations.  Of significant interest is that 
LABSS are currently having discussions 
regarding the issue of a possible Type 
Approval Scheme certificate (STAS approval), 
which can save time in the building warrant 
application process. 
 

34. The Committee welcomed the 
opportunity to visit the Construction 
Scotland Innovation Centre during this 
inquiry and notes its progress to date in 
engaging with the sector and supporting 
innovative projects. The Committee 
acknowledges that given the broad-
ranging nature of the sector, 
engagement with all industries poses 
challenges. However, the Committee 
found a lack of awareness of CSIC's 
activities among businesses. We 
believe that engagement with trade 
bodies and professional organisations is 
crucial to raising awareness and 
disseminating research, industry 
developments and new ideas. 
 
 

CSIC services could be utilised to assist both 
manufacturers and verifiers when considering 
LABSS STAS Approval.  This may be of 
particular use when considering 3rd party 
certification. SG Building Standards Division 
(BSD) to highlight this possibility at the next 
meeting with LABSS at end of 
September.  BSD recently engaged with CSIS 
who hosted a training event for housebuilders 
and other stakeholders looking at how 
innovative measures could assist with 
compliance of building standards, including fire 
safety measure.    



Industry Leadership and Policy 
Landscape 

 

35. Throughout the inquiry witnesses 
stressed the importance of strategic 
leadership if we are to see a more 
collaborative, innovative, diverse and 
productive construction sector in the 
future. The Committee found no lack of 
strategies or vision when it comes to the 
future of the construction sector – the 
Construction 2025 Strategy, the 
‘Modernise or Die’ Farmer Review, the 
Industrial Strategy construction sector 
deal and the Scottish Construction 
Industry 2019-2022, to name but a few. 
However, the ‘leadership’ aspect of the 
Construction Scotland industry 
leadership group was not immediately 
obvious to the Committee. 

Noted  

36. Construction Scotland aims to 
ensure effective communication and 
engagement across the sector, but the 
Committee found a lack of awareness of 
the ILG among Scotland's construction 
businesses. In particular, Industry 
Leadership Groups operating in other 
areas (such as food and drink) are 
perceived to have a more proactive role 
in representing and engaging with 
industry. 

Noted  

37. The Committee notes that it is 
Construction Scotland's intention to re-
establish its online presence by July 
2019 and believes that this should be 
considered a priority. The Committee 
found it difficult to find any information 
about the ILG's role, remit, membership 
or activities, which it found 
disappointing. We urge the ILG to 
increase its online presence to improve 
its engagement with businesses as an 
urgent first step. 

Noted  

38. The Committee notes the 
publication of Construction Scotland's 
new strategy and welcomes the ILG's 
consultation with businesses on its 
implementation. The Committee 
recommends that the Construction 
Scotland ILG strengthens its 
engagement with industry and extends 

We are working with Construction Scotland 
through the Scottish Government/Construction 
Scotland Leadership Forum to form an action 
plan that will deliver on both the ambitions of 
the Construction Scotland Industry Strategy 
2019-2022 and the Scottish Government’s 
economic infrastructure and built environment 
aims.  



its reach to more construction sector 
businesses. In turn, the Committee 
urges the Scottish Government to work 
with the ILG on its Action Plan priorities 
once these have been published. 

 
 

39. The Committee encourages 
continued meaningful engagement 
between the UK and Scottish 
Governments on the Industrial Strategy 
and the Construction Sector Deal. 

We continue to work with the UK Government 
to ensure the UK Industrial Strategy delivers 
maximum benefit for Scotland. 
 
We are actively working with the Construction 
Scotland Innovation Centre to ensure that 
Scotland makes the most of opportunities 
provided by the Industrial Strategy Challenge 
Fund (ISCF). The Scottish Funding Council has 
supported the Centre with investment in 2018 
to allow them to put dedicated resource in 
place to support the development of ISCF bids. 
In February 2019 we announced new funding 
for the next phase of the Construction Scotland 
Innovation Centre. We welcome the successes 
they have had to date in both influencing and 
attracting funding for projects arising from the 
ISCF Transforming Construction programme. 

 
The Construction Sector Deal was published 
after limited engagement with the Scottish 
Government. Industries operate across the UK, 
and so all devolved administrations should be 
engaged before the Sector Deals are 
negotiated, agreed and published by UK 
Government. The Scottish Government would 
welcome the opportunity to share and learn 
lessons from Sector Deals with the UK 
Government and agree on the steps that need 
to be taken to improve joint working. We stand 
ready to engage on any future iterations of the 
Construction Sector Deal. 
 

 




