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Balfour Beatty Group is a leading engineering, construction, services and investment business in 
the UK. 
 
Our activities cover the creation and delivery of essential assets such as hospitals, schools, roads, 
rail, utilities and major projects across the UK, USA, Europe and the Far East. 
 
The following Balfour Beatty Group companies have operated in the Scottish market for many 
years and are long established employers with offices in Scotland: 
 

• Balfour Beatty Capital  
• Balfour Beatty Civil Engineering  
• Balfour Beatty Construction  
• Balfour Kilpatrick 
• Haden Building Management 
• Haden Young 
• Balfour Beatty Infrastructure Services 
• Raynesway Construction 
• Mansell 
• Balfour Beatty Ground Engineering (Stent) 
• Balfour Beatty Plant and Fleet Services 
• Balfour Beatty Management 
• Balfour Beatty Rail Systems & Solutions 

 
Balfour Beatty Capital  

Balfour Beatty Capital (BBCap) procures and manages capital investments on behalf of the BB 
Group and is one of the UK’s leading private sector investors in healthcare, education, roads and 
infrastructure. BBCap currently has equity investments of £330m in 26 projects around the UK. 
 
Balfour Beatty Capital was established in the mid 1990’s following the creation of the UK 
Government’s Private Finance Initiative (PFI) which provides a means for the private sector to 
invest in assets traditionally funded by the public sector. 
 
BBCap currently has four operational concessions in Scotland and is the preferred bidder on the 
Fife Hospital project in Kirkcaldy. 
 
Details of our Scottish PFIs are noted below together with some key infrastructure projects 
completed by Balfour Beatty Group companies which are listed later in this paper. 
 
BBCap’s business principally revolves around the PFI market and we have experience of arranging 
private finance through commercial bank debt and the provision of bond finance through the capital 
markets. We also took part in the competition for the Aberdeen City Schools 3Rs project which 
required bidders to engage in a Non Profit Distribution Organisation (NPDO) structure.  
 
Other variations of the PFI model are being encountered in our German and USA businesses, as 
well as Singapore where we have recently been appointed as preferred bidder for the new Institute 
of Technical Education College West PFI. 
 
We have also recently submitted our Final Tender to Transport Scotland for the M80 Stepps to 
Haggs DBFO roads project and this project is the first of its kind to be procured in Scotland under 
the new Competitive Dialogue procedures. 
 

 



Balfour Beatty Capital 
 

Balfour Beatty Capital PFI Projects in Scotland 
• Aberdeen Environmental Services – delivering water treatment to the north east of 

Scotland 
• New Royal Infirmary of Edinburgh – new 872 bed acute hospital 
• M77/Glasgow Southern Orbital – new motorway and trunk road  
• North Lanarkshire Schools 2010 PFI – providing 24 new primary and secondary schools to 

North Lanarkshire Council 
 
Key benefits of PFI 

Construction cost certainty 
The private sector takes the risk associated with the construction price and design. It is best placed 
to manage these risks and has the necessary experience, supply chain partners and level of skilled 
persons to deliver the project. 
 
Operation and maintenance 
The private sector also accepts and manages the risk associated with the delivery of services in 
relation to the maintenance and, typically, some limited operational aspects of the asset, for a 25 to 
30 year concession period. 
 
Whole life costs 
The requirement for the PFI contractor to provide ongoing operation and maintenance of the assets 
for the concession period influences decisions taken with regard to quality of materials and design 
adopted. 
 
This long term approach requires long term strategy and planning which commences at the design 
and specification stage and continues to be reviewed throughout the life of the concession. 
 
Agreed standard of delivery 
Responsibility for delivery of the facilities is often supported by incentives to perform to the required 
standards. 
 
The Contractor has, therefore, to assume the risks attaching to a failure to deliver services to 
agreed standards and also in relation to availability of the asset. 
 
Risk vs cost of money 
One criticism often levelled at PFI is the higher cost of private finance but this has to be fully 
understood as a balanced trade off with the transfer of risk to the private sector. PFI brings the 
certainty of delivery of the asset on time and to budget, high service delivery and availability levels 
together with whole life cost responsibility. The value attaching to these risk transfers almost 
always outweigh the higher cost of finance. 
 
Due diligence 
Privately financed projects undergo an increased level of due diligence to assist the funding 
providers to assess the level of risk to which they will be exposed. This process not only assists the 
funders but is also made available to the public sector client to give added comfort as to the 
robustness of the private sector’s proposals. 
 
Private sector returns 
The PFI model has now become established in the marketplace and this has led to a clearer 
understanding of the risks involved. This in turn has led to a reduction in funding terms and risk 
perception with the benefit to the public sector that the high returns seen in early PFI deals are no 
longer available. 
 
Established documentation 
Established, standardised contract documentation and templates have been developed, eg 
Scottish Schools Standard Contract (SSSC) which is also leading to a better understanding of the 
risks associated with the project and limits the upside to the private sector. This will also lead to a 
reduction in the tendering period with a commensurate reduction in bid costs and time. 
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Performance incentives 
The private sector company has financial drivers to deliver as failure can result in losses being 
incurred in the capital works. Losses can also be incurred by the company if it fails to deliver to the 
required service standards and availability levels throughout the 30 year life of the concession. 
 
PFI model established 
Both the public and private sectors now have a clear understanding of the process, finance 
structures, contractual documentation, skills required, services to be delivered and the requirement 
for a clearly defined scope for any project. 
 
Current projects have benefited from the lessons learned across many projects and the extensive 
due diligence carried out to date leads us to conclude that future procurement should be based on 
current knowledge and developed according to the specific needs of the project and procuring 
body. 
 
Performance of PFI 
Some published findings give an insight to the perceived performance of PFI projects and 
partnerships.  
 
National Audit Office data suggests over 70% of traditional publicly procured projects were over 
budget and late, compared with just over 20% of PFI projects. 
According to recent research by Partnerships UK on the performance of operational PFI projects, 
key conclusions are: 
 

• PFI is meeting the expectations of users. Public sector contract managers report that 96% 
of projects are performing at least satisfactorily with 66% performing to a very good or 
good standard. 

• 83% of contracts are described as always or almost always accurately specifying the 
services required. 

• 97% of public sector contract managers rated the relationship with their private sector 
counterpart as satisfactory or better with 72% rating it as good or very good. 

 
Experience 
The private sector has the experience and skills to manage and deliver complex projects together 
with the freedom and ability to integrate the construction, design, financial, commercial, contractual, 
operational and maintenance resources necessary to deliver the asset and services together with 
its embedded risks. 
 
Relationships 
PFI projects have specifically focussed and dedicated management teams. This has led to the 
evolution of improved relationships which, in turn, have developed into non adversarial 
partnerships. This partnership approach leads to open management and provides a platform for the 
sharing of ideas and innovation. 
 
Bid process 
The bidding process can be lengthy and requires a thorough understanding of the contract scope 
and deliverables by all parties to ensure cost certainty.  However, the new Current Competitive 
Dialogue process has brought benefits in terms of certainty of cost and commercial terms.  
 
Commitment to Scotland 
The Balfour Beatty Group has been and continues to be committed to the Scottish capital projects 
market and through our group wide specialist companies has the experience and expertise to 
deliver such projects to a variety of procurement routes. 
 
It is certainly clear that no one single solution is suitable to all types of projects and we look forward 
to participation in the Scottish Parliament’s Inquiry process together with further details on the 
development of the structure for the Scottish Futures Trust. 
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Major Projects in Scotland 

Balfour Beatty Group companies have been responsible for delivery of the following major projects 
in Scotland: 
 
Healthcare sector: 

• Victoria Infirmary (ACAD), Glasgow 
• Stobhill Hospital (ACAD), Glasgow 
• Lochgilphead Hospital, Argyll & Bute 
• Stobhill Hospital, Psychiatric Unit, Glasgow 
• Edinburgh Royal Infirmary 
• Fife Hospital, Kirkcaldy (preferred bidder)  

 
Education Sector 

• North Lanarkshire Schools 2010 PFI 
• Argyll & Bute Schools PFI   
• Saltire Centre, Caledonian University, Glasgow 
• Primary Schools Projects, Glasgow  
• Edinburgh University 
• Langside College 

 
Roads/Rail/Water sectors 

• M77/Glasgow Southern Orbital 
• M74 Completion (JV partner) 
• Forth Rail Bridge refurbishment 
• Management and maintenance of trunk road network in North West Scotland 
• Aberdeen, Stonehaven, Peterhead, Fraserburgh waste water scheme 
• Road schemes on A8, M8, A9, A90, A1 
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