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Rural Affairs, Climate Change and Environment Committee Call for Evidence: 

Scottish Budget 2013-14 Strategic Scrutiny 

Submission by the Scottish Building Federation 

 

 

The Scottish Building Federation is grateful for the opportunity to provide input to the Rural Affairs, 

Climate Change and Environment Committee’s call for views on the Scottish Budget 2013- 14. 

 

About the Scottish Building Federation 

 

Founded in 1895, the Scottish Building Federation (SBF) is the lead voice of the construction industry 

in Scotland, an industry which contributes around £10 billion (c.10%) annually to Scotland’s GDP and 

– directly and indirectly – provides employment for more than 200,000 Scottish workers. The overall 

aim of the organisation is to ensure that the important contribution of the Scottish construction 

industry to Scotland’s economy and society is recognised and valued, and that industry standards 

are raised. It does this by working with industry, government and the media. 

 

Introduction: Impact of the economic downturn on construction  

 

The Scottish construction industry has suffered significant job losses and insolvencies in recent years 

with latest figures indicating the industry has been hit by a second recession in the space of four 

years. The outlook for the remainder of 2012 and beyond remains extremely challenging as public 

budgets continue to face cuts and private sector activity continues to stagnate. 

 

Following the earlier economic downturn in 2008-09, we’ve now seen another six months of falling 

output from the UK construction industry in 2012 – a reduction of more than 10% during that 

period.  Construction sector output decreased by 5.2% in Q2 2012 compared with Q1 2012, 

following a decrease of 4.9% between Q4 2011 and Q1 2012. On that basis, the industry has now 

officially entered a double dip recession and we anticipate further reductions in output during the 

balance of 2012. 

 

Between 2007 and 2010, 41,300 direct and indirect construction jobs have been lost in Scotland, a 

fall of 16.9%. Between Q4 2010 and Q1 2012, direct employment in the industry has fallen by a 

further 7,000 jobs, with many more likely to have been lost in related supply sectors over that 

period. With little sign of recovery within the industry and the rate of bankruptcies actually 

accelerating, we face the real prospect of many more jobs disappearing in the months ahead. 

 

In the past three years, almost 600 Scottish construction businesses have gone bust, with 196 

Scottish construction firms  bankrupted in the 12 months to June 2012 alone, a rise of 17% on the 

previous 12 months, 54% on two years ago, and 161% on the 12 months to June 2009. The evidence 

is that many construction firms that struggled to survive the previous recession are now being forced 

into compulsory liquidation as this second economic downturn begins to take hold.   

 

The ongoing reduction in jobs, skills and capacity within the industry risks creating major problems 

when the industry finally begins to recover, with the potential for a chronic shortage of skills and 
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labour in future years that will drive up costs and could stymie the delivery of major infrastructure 

projects. 

 

The latest Scottish Construction Monitor, a quarterly survey of SBF members, shows confidence has 

subsided for the fourth consecutive survey period and now stands at MINUS 40, three points below 

where it was in the third quarter of 2010 when the impact of the previous recession was at its 

height. More than two-thirds of all respondents to the latest Monitor are now less confident about 

the prospects for their business in the year ahead compared to the preceding 12 months. 

 

As recently highlighted by independent research, sustaining capital investment represents extremely 

good value for the public purse since every £1 invested in the construction sector can generate as 

much as £5 in benefits to the wider economy. Conversely, a failure to sustain investment in this area 

is likely to have a significant negative impact on the wider economy – particularly in more remote 

areas of Scotland, where reliance of the construction industry on public investment is particularly 

strong and there is a particularly acute shortage of affordable housing. 

 

We welcome recent calls by the Scottish Government for additional direct capital investment to 

boost the construction sector and the wider economy and will continue to campaign in this direction 

to enable the recommencement of the numerous ‘shovel ready’ projects across Scotland currently 

stalled due to a lack of affordable finance.  

 

Cutting carbon emissions in the built environment 

 

With use of the built environment responsible for up to 50% of all carbon emissions generated in 

Scotland, improving the energy efficiency of our building stock must be a major priority as part of 

the Scottish Government’s strategy to tackle climate change. 

 

As we have made clear in previous submissions to the Scottish Government and Scottish Parliament, 

we consider the level of funds currently committed towards making Scotland’s homes and other 

buildings greener and more energy efficient to be grossly inadequate given the scale of the task. 

 

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

estimated that the cost of improving the energy efficiency of Scotland’s existing housing stock to 

meet the 2020 target of a 42% reduction in carbon emissions could be as high as £16 billion. 

 

By comparison, 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 total cost of meeting the target of a 42% reduction in carbon 

emissions from Scotland’s existing housing stock by 2020. 

 

We welcome the additional £30 million funding commitment towards a Green Investment Package 

to support energy efficiency measures to tackle fuel poverty, contribute to meeting carbon emission 

reduction targets and provide opportunities for small and medium sized construction firms. 
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However, we maintain our view that total levels of funding committed towards improving energy 

efficiency in the built environment remain extremely modest. 

 

As members of the Existing Homes Alliance, we have welcomed the Scottish Government’s 

commitment to bring forward a National Retrofit Programme as part of its Sustainable Housing 

Strategy. At the same time, Ministers should not underestimate the scale of the challenge we face in 

meeting carbon reduction targets and the huge increase in resources that will be needed in order for 

such a Programme to have a meaningful impact on the ground. 

 

Furthermore, we believe the ‘step change’ in behaviour required to deliver the Scottish 

Government’s objectives will require fundamental changes to the way we deal with the ongoing 

repair, maintenance and improvement of our built environment. 

 

Improved energy efficiency is a policy area where SBF firmly believes that the public sector should be 

leading by example. As part of its submission to the Scottish Government’s consultation on the 

Sustainable Housing Strategy, SBF floated proposals for the introduction of a pilot ‘Building MOT’ 

scheme for buildings in the public sector. The scheme would operate in a similar way to the annual 

MOT test for cars and would require buildings to be regularly assessed to ensure they meet 

minimum safety and energy efficiency standards. 

 

Longer term, SBF envisages that the scheme could be rolled out to the domestic sector and could 

help bring about the market transformation sought by the Scottish Government, whereby more 

energy efficient homes attract a premium when put on the market. Currently, homes are only 

required to be surveyed when they are put up for sale and the energy efficiency rating of a property 

tends to have little impact on its value. 

 

As advocated in our submission to the Sustainable Housing Strategy consultation, SBF believes the 

‘Building MOT’ initiative would enable those buildings surveyed to be targeted for the installation of 

suitable cost-effective measures to improve their energy efficiency. Such an approach would help to 

reduce carbon emissions from the built environment, reduce heating costs and support the building 

industry with new opportunities to retain employees and apprentices and to develop valuable green 

skills. 

 

Other incentives 

 

The current VAT rate of 20% on all home repair and maintenance works acts as a significant 

disincentive to anyone wishing to have work undertaken to improve the energy efficiency of their 

property. 

 

In fact, this rate of taxation provides a significant competitive advantage to ‘cash-in-hand’ 

contractors over legitimate VAT-registered firms. By resorting to the black economy, consumers are 

exposing themselves to the significant risk of substandard or even unsafe work being undertaken by 

contractors who are not properly accredited. 
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The Scottish Building Federation has consistently campaigned for the rate of VAT payable on home 

maintenance and improvement works to be reduced to 5%. One of the major benefits of such a 

measure would be to make home energy efficiency improvements significantly more affordable. It 

would also bolster the construction sector at a time when new housebuilding rates are at a historic 

low and would help to equip construction workers with the green skills needed to make the 

transition to a low carbon economy. 

 

We are similarly concerned by recent moves by the European Union to prevent the United Kingdom 

from charging a reduced rate of VAT on energy saving materials, which risks placing in jeopardy the 

‘golden rule’ set out under the Green Deal that the cost savings from installing energy efficiency 

measures must outweigh the associated costs. We therefore fully support moves by the UK 

Government to challenge the EU ruling. 

 

Aside from this threat, the introduction of the Green Deal from October 2012 also faces the 

important challenge of a general lack of awareness amongst consumers about its existence and a 

lack of understanding about how it works. More effort will need to be addressed towards raising 

awareness and encouraging wider participation in this potentially significant new initiative if it is to 

make a meaningful contribution towards improving the energy efficiency of Scotland’s homes. 

 

Skills 

 

The huge loss of skills and capacity the construction industry has suffered over the past four years 

has created a potentially significant skills gap which will need to be urgently addressed in order for 

the construction industry to be able to take advantage of the opportunities associated with the drive 

for greener homes. 

 

Just as employment within the industry generally has suffered from the economic downturn, so too 

have apprenticeship numbers in the Scottish construction sector. 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. 

 

However, longer term prospects for the industry are good. One of the main predicted future growth 

areas for Scottish construction is energy efficiency and the transition to a low carbon economy. 

 

Short term, the industry urgently needs a targeted and proactive strategy to rebuild capacity and 

skills and to help construction firms retain and recruit more apprentices. Without this action, the 

substantial loss of jobs, skills and capacity suffered during the economic downturn risks creating 

major price inflation and chronic skills shortages in future years which will severely hamper delivery 

of energy efficiency targets and the drive for greener homes. 


