
SUBMISSION FROM THE SCOTTISH BUILDING FEDERATION 
 
1. I would like to thank you for the opportunity of responding to your committee’s call for 
evidence on the way forward for Scotland’s banking, building society and financial 
services sector. 
 
2. Let me firstly stress that, representing the construction industry, there are a number 
of questions contained in the terms of reference on which the Scottish Building 
Federation is not qualified to give a view. 
 
3. The Federation has therefore restricted its responses to those questions where the 
impact of the banking crisis on the Scottish construction industry can be judged to be of 
direct relevance to the committee’s inquiry and where the industry’s views and 
experience could be judged to be useful to the committee’s deliberations. 
 
Q1. What is your view on the cause, nature and impact of the recent difficulties in 
the financial sector in Scotland? 
 
4. While the Scottish Building Federation takes no particular view about the cause of the 
recent difficulties in Scotland’s financial sector, the impact has been widely felt amongst 
our membership with a shortage of affordable credit having a particularly detrimental 
impact on smaller member companies. 
 
5. In particular, a lack of credit has adversely affected employment within Scotland’s 
construction sector, with many firms struggling to retain employees and apprentices as 
a result – both indirectly as this has hampered private housebuilding and the 
commercial property sector, and directly as building firms struggle to balance their 
books and cover ongoing salary costs. As a consequence, we have seen an 8% drop in 
employment within the industry in the course of 2008, 900 apprentices laid off in the last 
calendar year, and a 60% drop in apprentice new starts since the beginning of 2009. 
 
6. The Federation is currently undertaking an updated assessment of employment 
within the industry for the year to date. We expect the results to show a further drop in 
employment within the Scottish building industry over the first eight months of 2009. 
 
7. Without strong Government intervention, the negative impact of these developments 
on the capacity and skill base of the Scottish construction sector will be felt for years to 
come. 
 



Q2. What evidence do you have on the issue of the availability and the cost of 
credit and what effect have the initiatives undertaken by the banks, government 
bodies, regulators and others had? 
 
8. As indicated in the answer to question 1, the Federation has no evidence to offer 
other than extensive anecdotal feedback from its membership of more than 700 firms – 
however, this feedback clearly indicates that availability and cost of credit is a major 
problem for our members and this is borne out by the employment figures quoted 
above. Given that the difficulties of the financial sector in Scotland and internationally 
have made a major contribution to the witnessed collapse in private sector house-
building and commercial property investment, there is a clear causal link between the 
difficulties currently being experienced by the building industry and those affecting the 
financial sector. 
 
9. The initiatives undertaken by various bodies to ease the situation have had some 
impact but all indications are that it will take some time yet before the situation fully 
recovers. Indeed, it seems likely that the availability and cost of credit may never return 
to the levels seen prior to the banking crisis. 
 
10. As a consequence, whilst the long-term outlook for our industry is reasonably 
positive, the medium-term outlook is that the process of recovery will be slow and 
protracted. For this reason, the Federation is urging the Scottish and UK Governments 
to give ongoing priority to sustaining the industry through this difficult period with a 
continuing focus on accelerated capital investment, properly targeted measures to 
support building firms with the retention of employees and apprentices, as well as 
targeted incentives to stimulate consumer spending on building services. 
 
Q4. How might these changes affect the business and retail banking market in 
Scotland, access to project finance, a reduction in competition on the ‘high 
street’ for lending, the plans for the retention of functions and ‘headquartering’ 
etc and what can the public sector in Scotland do to ensure the best possible 
result for Scotland? 
 
11. The Scottish Building Federation has no direct comment to make on this question, 
although it would argue that a reduction in competition for lending – be that in business 
or retail banking – is likely to have a highly undesirable ongoing impact on the cost and 
availability of credit, which will adversely affect the construction industry. 
 



Q7. What are your views on the current efforts across the public sector in 
Scotland to respond to the recent difficulties in the financial sector in Scotland 
and what, if anything, needs to change in the future as the situation develops? 
 
12. We strongly welcome the measures so far undertaken across the public sector in 
Scotland to support the construction industry as it suffers a prolonged downturn as a 
result of the banking crisis and the recession. 
 
13. At this time, our main concern is that forecasts of an imminent recovery in the 
construction sector are misplaced and we will be urging the Scottish and UK 
Governments to give continuing support to the industry over the coming year and 
beyond. 
 
14. Until now, despite the alarming drop in activity in the private house-building and 
commercial property sectors and the knock-on impact on levels of construction industry 
employment, we have seen the industry partially cushioned by construction activity in 
the public sector. 
 
15. However, with a significant number of these projects approaching completion, this 
situation is threatened by ongoing delays in progress towards implementation of the first 
projects to be funded under the Scottish Futures Trust (SFT), now scheduled to 
commence in the early part of 2010. Accelerated progress in turning the SFT from an 
aspiration into real construction activity on the ground must remain a key focus for the 
Scottish Government. In this context, an as yet unresolved question of direct relevance 
to the financial sector remains precisely in what way and to what extent private finance 
will play a role in funding SFT projects and the precise balance to be struck between 
risk and return in this respect. 
 
16. It is equally important that the public sector in Scotland recognises the crucial 
contribution the construction sector will have to make towards sustainable economic 
growth in the longer term and therefore the equally crucial need to take measures to 
retain skills and capacity within the industry during these difficult times. 
 
17. To this end, despite the pressures the public finances are currently under, the 
Federation is looking for an ongoing commitment to sustaining high levels of capital 
investment combined with targeted support to help construction firms retain employees 
and apprentices. 
 
18. At a UK Government level, we will continue to campaign in favour of cutting VAT on 
home repairs and improvements to 5% as the best way of stimulating consumer 



spending on building services and associated trades at a time when the housing market 
remains depressed, with overall levels of market activity significantly down. 
 
19. I hope that the input provided is helpful to the committee in assessing the overall 
impact of the banking crisis on the Scottish economy and in drawing conclusions about 
the best way forward for Scotland's banking, building society and financial services 
sector. 
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