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Background 

 We strongly welcome the Scottish Government’s recognition of the crucial role of capital investment in 
supporting sustainable recovery of the Scottish economy. 

 Notwithstanding the positive effects of accelerated capital spending in previous financial years, the industry 
continues to face harsh trading conditions. 

 Between the year to September 2008 and the year to September 2011: 
 New housing construction has dropped by 18%, including a 35% drop in private sector housebuilding; 
 The value of private commercial construction has dropped by 44%. 

 In the third quarter of 2011, the value of Scottish construction output fell by 1.2%, following falls in output of 
1.3%, 1.8% and 1.4% over the preceding three quarters; 

 During the year to September 2011, direct employment in the Scottish construction industry fell by 30,000 or 
more than 15%. 

 
Capital spending priorities 

 We welcome the Scottish Government’s decision to transfer funding from resource spending to support the 
Government’s capital investment programme; 

 In particular, we welcome the fact that this has enabled funding for the Scotland’s Schools for the Future 
programme to be protected, with funding for this programme set to fall only marginally over the three-year 
spending review period; 

 At the same time, we note with concern that the capital budget for health projects is set to fall by more than 
half by 2014-15; 

 We are also extremely concerned that the affordable housing budget faces a cut of 30% over the spending 
review period; 

 We note that one of the principle beneficiaries of the transfer of funds to capital spending appears to be 
investment in the Forth Replacement Crossing, which will see a cumulative rise of £322 million over the 
spending review period; 

 We also note the Scottish Government’s decision to ignore the recommendations of Crawford Beveridge’s 
Independent Budget Review that Scottish Water be restructured and a corresponding commitment to 
provide direct loans to Scottish Water with a cumulative value of £440 million over the spending review 
period. 

 
Sustainable procurement 

 We strongly welcome the Scottish Government’s commitment to “take a new approach to procurement to 
ensure that recipients of major public contracts deliver new training and apprenticeship opportunities.” 

 While fully recognising the restrictions imposed by EU procurement rules, we believe there is significant 
scope to give Scottish construction firms fairer access to the public procurement market by promoting local 
employment and training opportunities as part of the public procurement process. 

 
Warm homes fund 

 We welcome the commitment to create a warm homes fund, designed to “deliver energy efficiency, district 
heating, and other measures to the fuel poor over the next five years”, but believe the level of resource 
currently committed to the fund is extremely modest. 

 
Recommendations 

 As a major investment priority with significant direct and indirect economic benefits, funding for affordable 
housing should be protected over the spending review period; 

 The schedule for construction of the Forth Replacement Crossing should be revised and alternative 
mechanisms for funding the project more fully explored; 

 We would reiterate our recommendation that Scottish Water should be restructured to enable it to borrow 
money on the open markets and that the funds saved should be reinvested to reverse proposed cuts to 
capital investment in affordable housing and the health sector. 

 We call on the Scottish Government to accelerate the timetable for introduction of a Sustainable 
Procurement Bill to give Scottish construction firms fairer access to public procurement. 

 By implementing some of the measures to revise capital spending priorities as set out above, we hope that 
additional resources might be found to augment the warm homes fund and provide further opportunity for 
employment and green skills development in the building industry as a consequence. 

 


