
 

  
 

 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

About the STUC 
  
The STUC is Scotland’s trade union centre.  Its purpose is to 
co-ordinate, develop and articulate the views and policies of the trade 
union movement in Scotland; reflecting the aspirations of trade 
unionists as workers and citizens.            
 
The STUC represents over 540,000 working people and their families 
throughout Scotland. It speaks for trade union members in and out of 
work, in the community and in the workplace. Our affiliated 
organisations have interests in all sectors of the economy and our 
representative structures are constructed to take account of the 
specific views of women members, young members, Black members, 
LGBT+ members, and members with a disability, as well as retired 
and unemployed workers. 
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The Scottish Government’s definition of infrastructure correctly identifies 
that infrastructure is fundamental for the economy to function. 
Infrastructure underpins and facilitates other forms of economic activity. 
Where there are problems with infrastructure the economy will be unable 
to grow to its full potential. Effective investment in infrastructure is 
therefore essential.  
 
The infrastructure commission acknowledges that public infrastructure 
such as education, health, justice and cultural facilities along with 
emergency services and resilience, are all essential parts of Scotland’s 
infrastructure. The STUC has an interest in high quality public services 
and acknowledges the role that this plays in Scottish society. It is also 
clear that public infrastructure facilitates economic activity. For example, 
highly educated, skilled, healthy workers are vital for productive and high 
value industries to be based in Scotland. Equally many skilled and 
productive workers would be lost to the labour market if high quality and 
affordable childcare options are not available. It is therefore important to 
have a holistic approach to infrastructure development, and all 
communities in Scotland must have access to a certain level of public 
services in order to function effectively.  
 
While these wider issues remain essential, the STUC would like to focus 
this response on four key infrastructure issues. These issues have been 
selected as they are strategic in nature and highlight many of the 
broader and underlying issues which act as both a break on growth and 
a driver of inequality. These are: 

• Transport  

• A just transition 

• Approaches to infrastructure investment  

• Construction and the need for a public infrastructure company 
 
Transport  
 
Transport is fundamental to the Scottish economy. It is absolutely clear 
that transport infrastructure plays an essential enabling role in the 
economy.  
 
There are clear problems within Scottish transport infrastructure. This 
includes limited investment in the road network, with councils 
increasingly reducing budgets for road maintenance, and a lack of 
investment and development of new roads outside of the central belt. 
This has a particular impact on freight, with drivers in the road haulage 
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industry reporting limited or no facilities or rest places out with the 
central belt and with heavy goods vehicles regularly travelling on small 
and unsafe roads, even when travelling to and from major ports within 
Scotland. 
 
Additionally investment in rail rarely translates into an improved rail 
network, due to the nature of the franchising model. Despite high levels 
of public funding being invested in rail in Scotland1 fares continue to rise 
for services that are poorly run and beset with a variety of issues, 
including a lack of sustainable investment in rolling stock. Unions have 
long argued for renationalisation of the railways, something that would 
facilitate effective investment in an improved network. Again few 
communities beyond the central belt have an adequate rail network, and 
there continues to be a limited use of rail as a mover of freight. Each 
additional freight train has the potential to remove between 43 and 77 
HGVs from the roadsi, yet the use of rail freight continues to fall.ii  
 
Ports and ferries also represent essential infrastructure for island 
communities, with lifeline ferry services increasingly under pressure and 
significant investment needed in an aging ferry fleet. Unions continue to 
argue the need for a clear procurement strategy for ferries, to support 
infrastructure development and support ship building in Scotland. 
Supporting freight though adequate investment in ferries and in ports is 
also essential, without which growth in island economies cannot be 
achieved.     
 
The bus network also continues to shrink across Scotland, with towns 
and semi-rural locations particularly under pressure despite significant 
public investment. Bus operators compete directly for transport authority 
tendered services but a transport authorities in Britain reportiii found that 
competition for local bus service contracts has reduced. The report 
found that there is now an average of 2.0 bids per contract in Scotland, 
while 48.7% of contracts in Scotland had only one bid, and 1.6% in 
Scotland had no bids. Worryingly half of all contracts awarded had no 
competition. Where there is less competition, there is the risk of tender 
prices increasing, which in turn puts pressure on transport authority 
budgets.iv It is inevitable in this scenario that the cost of provision 
continues to rise while the quality of the service declines and bus 
companies are increasingly withdrawing routes, with some communities 
now left with little or no service.  
 

 
1Scotrail is one of the most highly subsidised franchises in the UK – in 2015-16, Abellio Scotrail 
received £293 million in direct government funding, amounting to nearly 45.6% of its total income  
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A University of Leeds reportv identified a number of significant linkages 
between bus services and the wider economy including access to jobs, 
shopping and leisure facilities. Further a recent survey of bus users 
conducted by Citizens Advice Scotland, found that 16% of respondents 
could not reach their GP surgery or hospital by bus while 13% of 
respondents could not reach their workplace by bus.vi The survey also 
found that respondents from the most deprived Scottish Index of Multiple 
Deprivation (SIMD) quintile were more likely to travel by bus five or more 
times per week (43%) than respondents in the least deprived quintile 
(23%). 
 
All transport infrastructure is important, but bus travel plays a particular 
role for the least well off in our society. It is therefore essential to support 
an effective bus network in order to promote inclusive growth.    
 
It should also be noted that emissions from transport have increased 
each year since 2010, with a further 2% increase overall in 2016. The 
UK Committee on Climate Change (the CCC) have said that transport is 
now Scotland’s biggest sectoral challenge in terms of emissions 
reductions.vii  
 
While Electric Vehicles are an important aspect of the required 
transition, consideration also needs to be given to modal shift – including 
measures which could support increased bus use, such as municipally 
owned bus companies – and increased use of rail freight.  
  
A just transition 
 
There is a clear need to consider a just transition to a low-carbon 
economy in all infrastructure projects. Below is a focus on some 
important areas from a climate change and Just Transition perspective. 
 
Energy efficiency in buildings 

Improving the energy efficiency of buildings is the most cost-effective 
emissions reduction policy with extremely short pay-back times. It also 
provides the most jobs, given the labour-intensive nature of the 
manufacturing and installation of energy efficient measures. By its very 
nature, improving the energy efficiency of buildings is territorially located 
throughout Scotland, benefiting employment in rural areas as well as in 
areas of high multiple deprivation.  Finally, improving the energy 
efficiency of homes provides a range of social benefits, reducing fuel 
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poverty and improving health outcomes by reducing excess winter 
deaths and childhood asthma.viii 
 
Energy generation 

A successful energy transition relies on major investments and 
infrastructure upgrades over the coming 15 years. The UK Government 
estimates 95 GW of new capacity is required at a cost of £110 billion, 
while others suggest the cost may be more like £150 billion.ix 
Unfortunately, the private sector is not delivering this – clean energy 
investment has collapsed since 2015.x 
 
Ultimately, in a capital intensive industry, like energy – especially where 
new infrastructure is required like offshore wind – public companies have 
an edge, as it is far more cost-efficient for the public sector to borrow 
than it is for the private sector. That explains why the majority of the 
UK’s offshore wind sector is owned by the public sector. Unfortunately, 
in terms of capturing value in the UK, it is owned by the public sector of 
countries such as Denmark, Sweden, Norway and China.xi  
 
The lack of publicly owned energy companies, also means that Scotland 
and the UK are failing to build an industrial supply chain in low-carbon 
and renewable energy. Only 18% of manufacturing and construction 
value from offshore wind is sourced from within the UK,xii while Scotland 
has only produced 46,000 jobs in the LCRE economy – a far distance 
from the 130,000 by 2020 promised in 2010.xiii 
 
While much of the primary responsibility for energy policy sits at UK 
Government level, the Scottish Government has proposed establishing a 
Publicly-Owned Energy Company.xiv This could play an important role in 
developing renewable energy while capturing value from the LCRE 
economy. However current plans for a white-label retail supplier are far 
too timid and will do little to change the generation mix or the nature of 
ownership within the LCRE economy.xv Instead it should consider the 
role it could play in energy generation such as in offshore wind and in 
developing energy networks such as district heating. 
 

Decommissioning 

Although not specifically linked to addressing climate change, the 
decommissioning sector is forecast to grow in the coming years, due to 
the age of the UK’s oil and gas reserves.xvi While the UK has a number 
of decommissioning facilities, there may need to be additional 
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investment in infrastructural improvements, to capitalise on the UK’s first 
mover advantage.xvii Investment in ports and facilities could also benefit 
the offshore renewables sector.  
 
Approaches to infrastructure investment  
 
Last year, the House of Common’s Environmental Audit Committee 
reported that green energy investment in the UK collapsed from £26 
billion in 2015 to £10 billion in 2017.xviii The current system is not driving 
the investment needed to meet climate change targets. While the 
Scottish Government’s monetary powers are limited, their plans for a 
Scottish National Investment Bank provide an opportunity for public 
investment to build and capture value from the LCRE economy.xix 
However current proposals are problematic as they do not include: full 
borrowing powers, the ability to lend to the public sector, or a built-in 
focus on climate change, inequality, and fair work.xx 
 
The STUC also continues to have concerns about both Public Finance 
Initiatives (PFI) and Non Profit Distribution (NPD) models as an 
approach to raise money for infrastructure projects. Borrowing to invest 
in projects that will bring in future income is good and needed and it 
should be acknowledged that the Government can borrow at much lower 
rates than the private sector. With the base rate at 0.75%, and with 
access to low rates through the Public Works Loans Board, it makes no 
sense for the public sector, through PFI, to be paying interest at rates of 
5-15%.xxi As Sir Howard Davies, the chair of RBS, has said “the Private 
Finance Initiative has been a fraud on the people.”xxii 
 
Per head of population, Scotland has higher overall PFI costs than the 
rest of the UK.xxiii As of July 2015, in Scotland, there were 93 
PFI/PPP/NPD projects, 87 of which are operational, with a total capital 
value of £6.175 billion. More than half of the value of these investments 
were for schools and a fifth for hospitals. 
 
Yet simply looking at the capital value bears very little resemblance to 
what the public sector actually pays for these projects.  Under PFI, 
public authorities pay ‘unitary charge payments’ to the private sector 
partners, who are usually constituted as a ‘special purpose vehicle’, over 
a number of years. These costs tend to include facilities management 
and maintenance as well as debt repayments and capital costs. A 
Scottish Parliamentary Information Centre (SPICe) briefing from 2014 
showed that the cost of unitary charge payments in Scotland is between 
3.9 (NPD) and 5.4 (PFI) times the capital value.xxiv 
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Projects such as the Forth Valley Royal Hospital in Larbert, Stirlingshire 
will cost the NHS £1.8billion over 32 years for a hospital with a capital 
value of £293million. Similarly the Edinburgh Royal Infirmary will cost 
£1.6billion by 2034 for a hospital worth £180million.xxv 
 
While the Scottish Government’s non-profit distributing model caps 
returns,xxvi it has still led to large profits for the private sector. Analysis of 
existing NPD projects suggests a capital value of £2.6 billion, but 
repayments of more than £8.1 billion.xxvii The biggest of these is a new 
£213million hospital in Dumfries, which will have cost £533million by the 
end of a 25-year contract in 2043. 
 
While the lifetime costs are huge, PFI is also eating into public budgets. 
The Scottish Government paid £1.1 billion in PFI repayments in 2017-
18. This amounts to just over 4% of its revenue budget and is forecast to 
increase to 4.5% by 2020-21.xxviii  
 
The Scottish Government’s welcome commitments around capping debt 
repayments at five per cent of the future annual revenue budget, 
suggest alternative methods of public investment may need to be 
sought.xxix  
 
Construction and the need for a public infrastructure company 
 
Unions have long reported concerns with a model of outsourcing for 
construction and maintenance projects which have led to poor results 
across many publicly funded contracts - a clear example of which 
remains the Edinburgh schools debacle.xxx These issues have a knock 
on effect on the nature and quality of work in the sector with systemic 
use of bogus self-employment; umbrella contracts; a lack of health and 
safety standards; and the systematic blacklisting of workers.xxxi  

The Cole report following the issues with Edinburgh schools highlighted 
how poor employment practices in construction contributed to the 
building of unsafe schools. This report highlighted in Recommendation 
5.4 - Payment of bricklayers:  

The most common method of paying bricklayers in recent years has 
tended to be based on the number of bricks laid rather than on the time 
that bricklayers work. As generally applied, this approach would appear 
not to take account of the number, type and complexity of accessories 
that are required to be incorporated. The construction industry should 
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seek to review this approach to remove any perverse incentive of the 
payment mechanism to encourage the omission of elements providing 
the essential structural integrity of walls. 

While in Recommendation 5.7 - Bricklaying profession it stated: 

The Inquiry is of the view that, given the widespread nature of similar 
defective construction across the 17 PPP1 projects, undertaken by 
bricklayers from different sub-contracting companies, and from different 
squads within these companies, there is clear evidence of a problem in 
ensuring the appropriate quality in this fundamental area of construction. 

And in Recommendation 6.1 - Provision of training and recruitment it 
stated: 

The evidence to the Inquiry from several experienced sources 
suggested that there is an increasing shortage of essential skills and/or 
deskilling in the construction industry which is impacting on its ability to 
deliver and ensure the required quality of construction. 
 
These recommendations suggest that there are serious structural 
problems within the construction industry and that these problems have 
a real and meaningful impact on the provision and quality of the 
buildings and the infrastructure projects that are produced for the public 
sector. While the Cole report was limited to schools in Edinburgh, the 
report was clear that similar issues were likely to be found in build 
projects across Scotland. The report also states that injuries or fatalities 
to children could have taken place as a result of the collapse at Oxgangs 
School, and the fact this this did not occur was simply ‘a matter of timing 
and luck’xxxii   
 
In other European countries there are examples of publically owned 
companies that support the delivery of public infrastructure projects.    
 
In Sweden, Svevia is a publicly owned construction company 
specialising in roads construction and maintenance. Formed in 2009 as 
a result of incorporation of the production element of the Roads 
Administration Unit, it is the largest roads infrastructure and 
maintenance company with a market share of around 30% of the 
countries road network. It is the fourth largest construction company in 
Sweden.  
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There are various rail companies across Europe responsible for 
infrastructure, operations and maintenance of rail services. For example 
Deutsche Bahn in Germany and Infranord in Sweden and Norway, 
undertakes operation and maintenance, as well as rebuilding and new 
construction of railways and are both state owned. 
 
Closer to home City Building is a Glasgow City Council Arms-Length 
External Organisation (ALEO) with a turnover of more than £200 million 
and 2,231 employees.xxxiii The Wheatley Group is a 50-50 joint owner 
and partner.xxxiv 
 
These examples illustrate that they are alternatives to relying on a small 
number of large construction companies in order to develop public 
infrastructure, but that this may require a different approach from 
Government and a different role for the Government, the Scottish 
National Investment Bank or the Scottish Futures Trust. 
 
There are serious problems in the construction sector as it is currently 
constituted which are not simply illustrated by the lack of fair work, but 
also by a diminishing quality of output and increasing skills issues within 
the sector.  
 
As the House of Commons Public Accounts Committee concluded in 
2014:  
“An absence of real competition has led to the evolution of privately-
owned public monopolies which have become too big to fail.”xxxv 
 
Far from transferring risk or insulating the public purse from risk, 
Carillion’s collapse highlights that when things go wrong it is the 
taxpayer that picks up the tab. The Cole report also reminds the public 
sector that it cannot delegate to others the duty that they ultimately owe 
to the public to ensure the provision of a safe environment for the 
delivery of services to their communities. 
 
It is perhaps time to give consideration to what options exist to ensure 
better outcomes within the delivery of large infrastructure projects in 
Scotland. Careful consideration should be given to the role that a public 
owned operator could play in disrupting the current market and raising 
standards and addressing skills issues in the industry. The value 
therefore is not simply in delivering some projects directly but also in 
increasing and developing in-house expertise for infrastructure delivery 
and providing a reference point for the pricing of contracts. The operator 
therefore not only offers an alternative provider but also the potential to 
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disrupt the current negative practice and the race to the bottom within 
the sector.  
 
 
Conclusion 
 
Infrastructure has a vital role to play in unlocking Scotland’s economic 
potential and in supporting the move to a low-carbon economy. 
However, focus needs to be placed on the financing and delivery of 
projects to ensure the best outcomes for the public sector and the public 
purse. The role of transport infrastructure as a key enabler of the 
Scottish economy should also be recognised.  
 
 
May 2019 
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