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Current position of the market in Scotland and future outlook 

Published in December 2012, the latest Scottish Construction Monitor, a quarterly survey of SBF 

members, shows continuing tough trading conditions for the Scottish construction industry: 

 

• Industry confidence has recovered by 13 points this quarter, rising to MINUS 27, and taking 

it back to one point above the level of confidence recorded at the beginning of 2012; 

• Despite this rise, overall confidence within the industry remains firmly in negative territory 

with the percentage of firms less confident about their future prospects still outnumbering 

those who are more confident by a factor of more than three to one; 

• During 2012, public sector new work other than housebuilding and private sector 

housebuilding have shown particularly poor performance, with a majority of members 

responding to the survey reporting a decline in new orders from these sectors; 

• Private sector repair and maintenance has proved to be the best performing sector of the 

industry, while infrastructure has shown the most steady performance of any industry sector 

during 2012; 

• Members’ expectations for 2013 are noticeably more muted than actual performance 

reported in 2012 with no industry sectors predicted to show a significant rise in new orders 

over the next 12 months; 

• The private sector is generally expected to perform better than the public sector in 2013, 

with a minority of firms predicting a further decline in new orders from the private sector, 

whereas a majority of firms expect new orders in public sector housebuilding, infrastructure 

and other public sector work to decline. 

• A third of firms responding to the survey report having to reduce the number of people they 

employ over the past 12 months, compared to less than one in five who have increased the 

number of jobs in their business during that time; 
• Expressed in terms of headcount, businesses corresponding to 43.6% of employees 

represented by the survey report employment in their business having fallen during the past 

12 months, with an average rate of decline of 24.5%; 

• Businesses corresponding to 36.3% of employees represented by the survey report 

employment in their business having risen during the past 12 months, with an average rate 

of increase of 16%; 

• Expressed in terms of headcount, businesses corresponding to 71.2% of employees 

represented by the survey predict employment in their business will fall in 2013, with an 

average predicted rate of decline of 23.8%; 

• Businesses corresponding to 10.3% of employees represented by the survey predict 

employment in their business will rise in 2013, with an average predicted rate of increase of 

27.2%; 

• Extrapolating the results to overall employment in the Scottish construction industry, the 

survey shows total employment having fallen by 4.9% during 2012, equivalent to 8,300 jobs, 

while employment could fall by a further 14% in 2013, equivalent to the loss of around 

22,850 jobs, and taking direct employment in the Scottish construction industry to below 

140,000. 

 

Current challenges to investment and delivery 

 

Public procurement requires urgent and radical reform 

• Scotland’s public sector spends over £9 billion on procuring goods, works and services 

annually – but public procurement requires urgent reform; 



• A recent survey of SBF members found that, on average, Scottish construction companies 

have to submit 36 pre-qualification questionnaires (PQQ) for every successfully procured 

contract; 

• SBF has significant anecdotal evidence suggesting many public sector construction contracts 

have double figure tender short lists; 

• Our survey also found that a significant majority of construction firms with an annual 

turnover below £2 million have opted out of public procurement altogether over the past 

three years because of associated costs; 

• A reformed procurement process whereby unsuccessful bidders could reclaim procurement 

costs would incentivise efficient public sector procurement; 

• In early 2011, the Scottish Government consulted on the creation of a standard pre-

qualification questionnaire for the procurement of public contracts with a view to 

implementing this in the course of 2011; However, there appears to have been no further 

progress since then; 

• The Scottish Government is now consulting on the introduction of a procurement reform bill 

but there is a general lack of urgency in view of the huge negative impact current 

procurement practices are having on the construction industry. 

 

Planning performance is getting worse when it needs to improve 

 

• The latest annual Scottish planning performance figures for 2011-12 show that the 

percentage of all major applications approved within the normally expected four month 

time period fell back from 33.6% in 2010/11 to 29.9% in 2011/12; 

• Meanwhile, the proportion of major housing applications approved within four months fell 

from 30.8% to 24.8% over that same period; 

• In the current climate, when overall construction activity has substantially reduced, we 

would have hoped to see an acceleration in planning decisions to get more shovels into the 

ground on new projects and help sustain the industry. That’s why it’s so disappointing to see 

that the proportion of major applications being determined on time actually fell back during 

2011-12; 

• The positive impact of additional capital investment risks substantial damage and delay if the 

planning process fails to deliver timely decisions on the individual projects where this money 

will be invested; 

• Scotland’s planning authorities need to redouble their efforts to streamline the decision-

making process or risk seriously hampering recovery in the building industry. 

 

Support required to remove barriers to growth 

 

Government needs to show a much stronger commitment to energy efficiency 

• The built environment is responsible for up to 50% of all Scottish carbon emissions; 

• A previous Scottish Government consultation on the Energy Efficiency Action Plan for 

Scotland has estimated that improving the energy efficiency of Scotland’s existing housing 

stock to meet the 2020 target for reducing carbon emissions could cost up to £16 billion. 

• The Scottish Government’s 2011 Spending Review outlines a funding commitment of £200 

million over a three year period towards its Fuel Poverty and Domestic Energy Efficiency 

programmes. Even if sustained in future budgets running up to 2020, this level of funding 

would only provide a 3% contribution to the Scottish Government’s own previous estimate 

of the potential total cost. 

 

 

 



We continue to support a targeted cut in VAT on building repairs and refurbishment 

• Cutting VAT on building repair and maintenance works would give an immediate stimulus to 

the industry and would benefit construction firms of all sizes; 

• It represents one of the most effective mechanisms for supporting construction 

apprenticeships, helping to equip construction workers with valuable green skills and 

helping tackle climate change by improving energy efficiency in the built environment. It 

would also help to drive cowboy builders out of the industry for good. 

• In the current economic climate and with VAT at 20%, there is an ever greater pressure on 

construction firms to ‘lose the VAT’ and consumers are increasingly tempted to go with 

disreputable cash-in-hand builders to make building works affordable; 

 

Construction apprenticeships require targeted support to restore them as the cornerstone of 

Scotland’s apprenticeship system 

• The construction industry has traditionally been the cornerstone of the Modern 

Apprenticeship system. Even accounting for the economic downturn, in 2010-11 9,234 out 

of 32,253 (29%) of all modern apprentices in training were in construction and associated 

trades (plumbing and electricians); 

• However, the number of apprentices registered by the Scottish Building and Apprenticeship 

Training Council has fallen by 52% from 2,758 in 2007 to 1,325 in 2010; 

• This decline in construction apprentice numbers comes at a time when the total number of 

modern apprenticeships successfully completed across all economic sectors has increased 

from 9,824 in 2008/09 to 16,968 in 2010/11. 

• While the construction industry continues to suffer extremely tough trading conditions at 

the current time, longer term prospects for the industry are very positive, suggesting a more 

proactive strategy is required to equip the industry with the future skills it will need and to 

support construction firms to help them retain and recruit apprentices; 

• Without such action, the loss of skills, jobs and capacity currently being experienced risks 

stoking up major price inflation within the industry when the recovery finally begins to take 

hold. 

 

Housing market 

 

Housing completions continue to fall at a time of record demand for new homes 

• The number of public sector homes completed has risen from 3,062 in 2007 to a peak of 

6,285 in 2009, subsequently dropping to 5,257 in 2011; 

• While the number of new public sector homes is to be welcomed, the overall number of 

completed new homes in Scotland has slumped from 25,741 in 2007 to 15,150 in 2011; 

• Latest figures show the value of public sector housing output falling significantly, down 29% 

during the 12 months to September 2012; 

• Meanwhile, between 2007 and 2011 private sector housing has plummeted by 54% from 

21,679 units to just 9,893; 

• The falling number of home completions comes at a time when changing demographics and 

rising population are exacerbating an already chronic housing shortage and making the need 

for new homes even more acute. 

 

 

 

 


