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SCOTTISH CONTRACTORS GROUP 

WRITTEN SUBMISSION 

The Scottish Contractors Group (SCG) welcomes the opportunity to respond to the 

Infrastructure and Capital Investment Committee inquiry into the Procurement Reform 

(Scotland) Bill. 

The Scottish Contractors Group is the primary association for major contractors 

operating in Scotland. SCG represents 12 leading contractors operating in Scotland on 

construction specific issues. Its aim is to provide a collective presence in terms of both 

(1) promoting and working to improve the perception of the industry and (2) responding 

to the Scottish Government. SCG works closely with its sister body the UK Contractors 

Group (UKCG) which represents contractors on a UK wide basis. 

SCG members support the principles underlying the Scottish Government’s 

procurement reform policy1. Main contractors will already engage large numbers of 

SMEs through public procurement or deliver community benefits such as 

apprenticeships, and would like to work with Ministers and members of the committee 

on the most effective way to deliver more opportunities in future. For example 

construction is a labour intensive industry, and with the unemployment rate for 16-24 

year olds at 20% in Scotland, a strong partnership between public sector clients and 

contractors on training and procurement could provide real benefits for young people. 

Main contractors would support a shift towards procurement based on best value as 

opposed to lowest cost. This would not only support business conditions within the 

construction sector, but in the longer term provide better value for money for taxpayers. 

Tenders should consider a range of issues alongside basic costs, including the quality 

of the project/design; need for future maintenance; and wider benefits including the 

economic and social impact on local communities. At the same, there is a need to 

streamline the procurement process to reduce public costs – for example through 

proposals for greater use of standardised pre-qualification questionnaires. In the UK, 

contractors are working with the government to deliver the construction strategy and 

                                            
1
 The policy memorandum supporting the Bill identifies 4  themes: i) maximising efficiency and collaboration ii) 

delivering cash savings across the public sector iii) Improving access to contracts for SMEs and iv) embedding 
sustainable procurement 
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finding innovative ways to achieve 15-20 per cent savings on the cost of public sector 

construction. 

SCG provides comments on specific sections contained in the Bill later in this 

submission, however firstly the paper sets out current conditions in construction and 

factors needed to support projects and procurement in the medium term. 

Construction delivers economic benefits, but needs certainty to support recovery 

The construction sector makes a significant contribution to the Scottish economy – 

construction output was worth £9.8bn in 2012 and is worth around 9% of Scottish GDP. 

After a difficult recession, the industry is showing early signs of recovery largely driven 

by housing. Scottish construction output (quarter on quarter) grew by 7% in the second 

quarter of 20132. 

The Scottish Government’s £2bn programme of construction procurement can have a 

real impact on the Scottish economy. Investing in construction projects will boost jobs 

and growth, and SCG welcomes the priority the Scottish Government has given to 

capital investment. Our research3 shows that: 

Every £1 invested in construction generates £2.84 in total economic activity 

Construction is a ‘jobs creator - the sector is over three times more labour intensive 

than financial services and provides jobs for people from all educational backgrounds. 

93p in every £1 spent on construction in Scotland is retained within the devolved 

nation, stimulating local growth and jobs 

Supporting medium term recovery in the construction industry will require measures to 

build industry confidence and provide the sector with certainty on both the volume and 

nature of future workloads.  Broader policy on public sector procurement can play a 

pivotal role. In particular by: 

Continuing to provide a forward looking pipeline on future construction work – for 

example through the Scottish Government’s Infrastructure Investment Plan 

                                            
2
 Output in the Construction Industry, ONS, November 2013 

3
 Construction in the UK economy, UKCG/LEK, May 2012 

(http://www.ukcg.org.uk/fileadmin/documents/UKCG/LEK/LEK_May_2012_final.pdf) 
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Building a political consensus on future infrastructure plans that are not prey to the 

electoral cycle 

Consistency on policy measures – for example recent UK government announcements 

on green levies and energy prices has caused uncertainty to firms working in the 

refurbishment and energy efficiency market 

Our comments on specific sections in the Bill are provided below. 

Sustainable procurement duty (Section 9) 

SCG members support the sustainable procurement duty, and believe procurement can 

be an effective lever through which to deliver wider economic and social benefits. 

Members are already working to deliver social and environmental wellbeing through 

projects and are keen to find ways on which to build this activity. (See our comments on 

Sections 19-21 on community benefit). 

SCG members welcome the Bill’s aim of facilitating SME involvement in procurement. 

The vast majority of the 50,000 construction firms in Scotland are SMEs; and main 

contractors delivering projects will be reliant on the expertise of an SME dominated 

supply chain. 

Research undertaken by SCG’s sister organisation – the UK Contractors Group 

(UKCG) – demonstrates the amount of work main contractors will sub-contract to 

SMEs. The survey of UKCG members found that for every £1 subcontracted on a 

project by main contractors, 64 pence goes to SMEs. Furthermore, 82% of companies 

in UKCG member supply chains’ are SMEs4. 

SCG members believe the most effective way to involve more SMEs in public 

procurement is primarily by building on supply chain networks. Main contractors work 

as enablers who can draw-in a diverse network of SME suppliers to access work on 

large-scale projects. This is a cost-efficient route for involving SMEs, as it retains the 

economies of scale of larger schemes, while it is the main contractor who bears the 

costs of managing the SME network.  

                                            
4
 See http://www.ukcg.org.uk/uploads/media/12.12.11_SME_findings_one_pager.pdf 
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There hence needs to be a balance in the way that projects are bundled. Many smaller 

projects will be suitable for SMEs and should be made accessible for the SME market.  

However salami-slicing big projects into smaller bundles for SMEs would prove more 

time consuming and costly to deliver, as it would lose the economies of scale provided 

by a large contractor managing a project and working with its supply chain. 

Procurement strategy and annual report (Sections 11-16) 

Proposal in the Bill for contracting authorities to publish procurement strategies and an 

annual report are very sensible, and will help provide greater clarity for contractors on 

future projects and the nature of the procurement process. The details of these sections 

also raise a number of specific issues.  

Fair payment to the supply chain 

Section 11 makes clear that procurement strategies will set out proposals on supply 

chain payment – particularly that ‘so far as reasonably practicable’ payments periods 

should be 30 days. SCG members are all signatories to the UK government’s Prompt 

Payment Code, and support measures to ensure good business practice and timely 

payment of the supply chain.   

As tier 1 contractors, SCG members can only directly affect payment to tier 2, and are 

reliant on when they get paid by the contracting authority. SCG members believe the 

best way to ensure the prompt payment flow through all tiers of the supply chain is to 

mandate fair payment terms in procurement contracts. It is therefore welcome that the 

Bill recognises the need for a whole supply chain approach – including sub-contractor 

to sub-contractor payments. 

SCG members would like to work with the Scottish Government and the committee to 

find solutions on ensuring fair payment. However any solution must be an alternative to 

any further moves towards introducing Project Bank Accounts which are costly and 

impractical to deliver. 

 

Pipeline of future procurements 
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As outlined earlier, having a clear pipeline of future work will help boost industry 

confidence, and help firms plan for expected future projects (for example by investing in 

the right areas of skills development). 

Proposals for annual procurement reports to include a summary of procurements 

expected over the next two years – alongside plans for a public contracts website – will 

provide more clarity on current and future projects. SCG members would like 

contracting authorities to provide a longer timeframe of future construction work – 

beyond 2 years – where possible. 

Community benefit requirements (Sections 19-21) 

Contract clauses on ‘community benefit’ or ‘social value’ are becoming increasingly 

common in procurement, and SCG members are already working hard to deliver 

commitments on training or green measures.  

What is required is effective guidance on the process for delivering these benefit 

clauses in practice – with the emphasis being on effective dialogue between the 

contractor and contracting authority on what training or environmental outcomes can 

best be delivered on the project.  

Training and recruitment is an area highlighted in the Bill – and TRT 

(Targeted Recruitment and Training) contract clauses are an area which illustrate the 

need for good guidance. Often TRT clauses – particularly at local level – may specify ‘x 

number of apprentices to be recruited per £m of contract spend’.  

These blanket clauses can cause two main difficulties: i) the number of apprentices 

called for on a project may not take into account the duration or type of skills that will be 

utilised on that scheme and ii) clauses will often specify that apprentices must be new 

starts and be recruited from a specific local area. This can create problems for 

apprentices trying to complete their training as often projects are shorter than the 2-3 

year duration of a construction based apprenticeship. What happens when the project 

finishes and the apprentice cannot transfer to projects in other local authority areas? 
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To tackle this problem in England, the UK Contractors Group has worked with the 

Department for Business, Innovation & Skills (BIS), the National Apprenticeship 

Service, CITB and the Local Government Association to produce guidance for local 

authorities on apprenticeships and procurement. The guidance, Working together to 

boost local construction apprenticeships through public procurement was launched in 

July 2013. 

Instead of contract clauses specifying numbers of apprentices per value of spend, the 

guidance prioritises early dialogue between contracting authority and contractor on 

what skills opportunities can be provided on a project. It also recommends that local 

authorities accept apprentices part-way through their training as valid when agreeing 

procurement targets; and better collaboration between local authorities in providing 

training opportunities. The goal is to support more apprentices complete their training 

programmes.  

SCG would like to see similar guidance applied when implementing training clauses in 

Scotland; and believes the principles of dialogue and realistic outputs, should be 

included in the wider guidance on community benefit clauses which is needed to help 

support the implementation of this Bill.   

Exclusion of economic operators on grounds of criminal activity (Section 22) 

SCG members support requirements to ensure companies applying for tenders uphold 

the law, to ensure high standards of probity within the tendering process.  In particular, 

SCG members do note condone blacklisting and welcome the proposals set out by the 

First Minister Alex Salmond to include questions on blacklisting within standard pre-

qualification questionnaires. 

SCG members agree that the historic practice of ‘blacklisting’ was wrong and believes 

that the construction industry has begun to take the steps to remedy any wrongdoing, 

through the announcement of the Construction Workers Compensation Scheme. 

 

The UKCG and SCG are working with the industry to regain public trust by putting in 

place processes to ensure that this practice is never allowed to happen again. Support 

is being given to the introduction of a code of good vetting practice, which is being led 

http://www.apprenticeships.org.uk/~/media/Documents/Working-Together-to-Boost-Local-ConstructonApprenticeships.aspx
http://www.apprenticeships.org.uk/~/media/Documents/Working-Together-to-Boost-Local-ConstructonApprenticeships.aspx
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by the Chartered Institute of Personnel and Development (CIPD) as an independent 

body.  This is likely to be published soon. 

This is in addition to the Construction Industry Joint Council (CIJC) Working Rule 

Agreement which contains a clear commitment that the practice of blacklisting is 

unacceptable and contain grievance procedures that can deal with any allegations of 

blacklisting. 

Guidance on selection of tenderers (Section 24) 

SCG members would strongly support greater use of standard pre-qualification 

questionnaires, as a practical measures to reduce costs and bureaucracy. SCG notes 

the research by the University of Dundee – cited in the explanatory notes to the Bill – 

which estimates the cost to the Scottish public sector of preparing, submitting and 

assessing PQQs to be £1,318m or 22% of the value of works procured. 

Standardised PQQs would not only reduce bureaucracy for main contractors who 

would no longer have to gather and submit different information for different tenders; it 

would simplify the information asked of sub-contractors wanting to work on projects. 

Procurement of recycled and recyclable products (Section 31) 

SCG members already take steps to ensure materials are re-used or recycled, and to 

minimise the amount of waste sent to landfill. Members would therefore support this 

section provided it was implemented in a practical way that aligned with what was 

possible on individual projects. 

SCG 

November 2013 
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