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Finance Committee 
 

Inquiry into the methods of funding capital investment projects 
 

Supplementary submission from Cordale Housing Association 
 
1. Introduction 
 

1.1 The 1990’s saw the evolution of Public Finance Initiatives (PFI) 
and Public Private Partnerships (PPP). The intention was to tap 
into private sector expertise, entrepreneurialism and resources, 
creating opportunities for private business whilst simultaneously 
realising savings to the public purse and accelerating the 
redevelopment of public sector infrastructure through innovative 
procurement.  

 
1.2 The concept of partnership working was, and remains, attractive 

to both public and privates sectors. However the outputs, 
outcomes and cost of PPP have been the subject of 
considerable debate and analysis nationally and internationally. 
Whilst in many instances, the objectives of ‘additionality’ and risk 
transfer have been realised, many commentators have asserted 
that the objectives of reduced cost, shared benefit and added 
value have not been achieved.  

 
1.3 In 2004/2005 Argyll and Bute Council was granted pathfinder 

status to pilot the Non-Profit Distributing Organisation (NPDO) 
funding model. Described as the natural evolution of PPP the 
NPDO model has taken measures to cap some of the excessive 
profits of PPP, however the level of community involvement and 
savings to the public purse have been barely tangible.   

 
1.4 Cordale Housing Association believes there is room to improve 

on the NPDO model and has developed Cordale’s Public 
Community Partnership (PCP) model. This would bring schools, 
communities, local authorities and social enterprises together 
within a joint framework – both financial and governance - 
approved by the Scottish Government. The primary focus would 
be to improve the learning experience for all ages whilst 
reducing costs. The PCP model will redress inefficiencies and 
complement social, physical and economic regeneration within 
participating areas.  

 
1.5 Through social enterprise PCP aims to build upon the strengths 

of both the public and private sectors. We will combine the 
competitiveness and cost consciousness of the private sector 
with the social responsibility and accountability of the public 
sector and learn from the experiences and outcomes already 
delivered by PPP and NPDO projects. This combination will 
create a mechanism capable of building schools that are 
stimulating, safe, sustainable and successful learning 
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environments which also provide educational, social and 
financial returns to local communities. 

1.6 This response to the SFT consultation will detail the benefits of 
Cordale’s PCP model in terms of tackling inefficiency, increasing 
competitiveness, risk transference, developing community 
involvement, sustainability and building on the ethos of 
sustainability and regeneration. It will also propose an innovative 
model for moving forward and look at some of the barriers faced 
by social enterprises in competing in this marketplace. 

   
2. Tackling Inefficiency 
 

2.1 Many of Scotland’s primary and secondary schools are running 
at well below full capacity, creating huge levels of inefficiency at 
a cost of millions of pounds a year to every local authority. 

 
 A new schools building programme could tackle these levels of 

inefficiency by building fit for purpose schools that not only meet 
the needs of current and projected future pupil numbers but also 
those of local communities. 

 
2.2 Cordale Housing Association believes that by carrying out a 

thorough audit of school occupancy rates and working with 
communities we can build new, efficient schools that are 
geographically situated on sites which maximise the occupancy 
levels and also act as a hub for community activities out of 
school hours.  

 
2.3 We propose doing this through our Public Community 

Partnership (PCP) funding model, which, through reinvestment 
of net profits, would also bring extra money into communities. 

 
3. Increasing Competitiveness  
 

3.1 There are currently a limited number of developers capable of 
taking on PFI/PPP projects. With investment projects typically 
‘packaged’ in contracts of no less than £30 million many 
construction companies are unable to compete for these 
contracts. The lack of competition, itself, pushes up the cost of 
these projects. 

 
By increasing the competition for these projects the public sector 
will get better value for money whilst social enterprise 
companies will be able to share in this lucrative building 
programme and increase the number of apprentices and local 
construction workers employed on each development. 

 
3.2 Companies bidding for PPP and/or NPDO initiatives incur 

considerable costs preparing complex tenders. This expenditure 
is recouped by both winning and losing bidders by adding the 
costs to subsequent contracts.  
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3.3 The use of a simple lease-model will reduce the level of risk, 

making the projects more attractive to smaller organisations that 
would be able to raise the necessary finance from financial 
institutions 

 
3.4 The procurement and management of PPP and NPDO projects 

are extremely and sometimes prohibitively complex for public 
and private sector organisations.  The complexity of the bidding 
process (which can typically take 18 months and cost circa £1m) 
and contracts/ agreements drives up cost, which is ultimately 
passed on to the contracting public body. This point was made 
in CA Magazine earlier this year. In an article that discussed the 
introduction of Scottish Futures Trust, Moray Watt, a Director 
with investment bank Quayle Munro commented: 

 
  “A contractor who has submitted several designs and lost must 

try to recover them through subsequent bids, if the whole model 
is to work. So the public sector, further down the line, pays the 
price”.  

 
 This transfer of abortive private sector costs does not fit neatly 

with the notion of “shared benefit” and must be of concern to the 
public sector since it could be reasonably be assumed this loss 
of revenue must ultimately be balanced by increased taxation or 
reduced service delivery. 

 
4. Risk Transfer  
 

4.1 Local authorities have used PPP and NPDO to transfer a 
substantial element of risk to the private sector organisations 
that are building schools and providing services.  

 
Whilst there are undoubtedly huge advantages of transferring 
risks to a private body, this comes at a cost. In addition to 
charges to reflect maintenance and operational costs, finance 
costs are increased to reflect the inherent risks to lenders.   

 
4.2 The Cordale PCP model, which advocates the use of traditional 

lease agreements, would reduce cost by restructuring risk 
transfer. 

    
5. Developing Community Involvement 

 
5.1 Cordale Housing Association has always believed in building 

communities, not just buildings and we have an outstanding 
track record of doing just this in Renton, West Dunbartonshire.  

 
We would now like to take this principle and link it to the school 
buildings programme being planned by the Scottish 
Government. 
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5.2 Children’s education is an emotive subject – and rightly so – as 
it is an investment in the success of future generations. However 
in the current financial climate it is vital that decision makers 
hold firm if they are to deliver a successful future for our young 
people. 
 
Those difficult decisions need to start with a detailed audit of 
school estates and occupancy levels accompanied by a 
community needs audit which should be carried out in 
partnership with public, private and voluntary sector 
organisations and involve local community representatives from 
the outset. 

 
5.3 Falling school rolls mean that not every community will need a 

new school and to realise true efficiencies some schools will 
need to be closed or merged.  

 
However Cordale Housing Association believes that by building 
for communities we can deliver what is needed within any local 
setting. There will be some areas that will lose a school but may 
gain a health centre or shops, offices or perhaps more housing.  

 
By working in partnership and ensuring there is meaningful 
community involvement from the start we can utilise the 
emotions that are linked to a school construction programme to 
build much more than educational establishments.  

 
We want to use this opportunity to generate a sense of pride 
and ownership in an area’s development and build successful 
communities for future generations of all ages. 

 
6. Sustainability  
 

6.1 Schools regeneration is a social and political issue on a local 
and national level, as is the drive to create the right environment 
to maximise the potential of pupils and support teachers.  

 
The physical condition of schools in West Dunbartonshire will be 
typical of the national position, with a number of buildings in a 
state of disrepair due to past design and deferred maintenance.  
The Cordale PCP model provides an opportunity to develop 
schools that take a holistic approach to design that improves the 
school environment.  
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6.2  We will create sustainable schools that balance the economic, 
 environmental and social impacts of the facilities on the school 
 population and is seen as an integral part of the community. 
Strategies to maximise sustainability should seek to: 

 
• Reduce waste during design, construction and operation 
• Use renewable sources where possible 
• Take advantage of the local climate and urban context – use 

of passive lighting, ventilation and heating can reduce 
dependence on fossil fuels  

• Create a school that is both an educational environment and 
a community resource 

 
6.3 Taking a broader view of sustainability, we will seek to construct 

schools that address design issues that assist pupils and the 
local community. We will design our properties to have different 
internal and external public spaces that can facilitate 
educational and community use at various times throughout the 
day and evening, including internal courtyards creating natural 
environments to enhance wellbeing.   

 
 Our design criteria will be influenced by and seek to enhance 

the wellbeing of teachers, which has been demonstrated to 
have a positive impact on the performance of pupils and 
schools (see www.teacherssupport.info/scotland).    

  
7. Schools and Regeneration  
 

7.1 The links between education and regeneration and between 
 areas of multiple deprivation and poor educational attainment 
 are well documented. A study by the Joseph Rowntree 
 Foundation (How Schools Can Contribute to Area Regeneration) 
 found that schools might have more effect on the neighborhood 
 and pupils if they: 

 
• Were able to operate with stronger support from local 

community organisations  
• Had a more clearly defined and holistic role 
• Had the resources to properly engage with communities in 

education to raise aspirations and educational attainment 
• Participate in new structures linking them with other 

agencies and community stakeholders 
 

  7.2 The parallels between the strategic and holistic objectives of  
  PCP and the findings of the Joseph Rowntree Foundation are 
  obvious and demonstrate a high degree of academic integrity. 
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8. Why Cordale’s PCP Model? 
 
 8.1 The Cordale PCP model is the first model that genuinely places 
  the community at the centre of decision-making process.  
 

PFI/PPP projects did not involve the community and although 
the NPDO model does propose to put surpluses back  into the 
community this will be via a charity predetermined by the local 
authority, not by representatives from the individual communities 
in which the building programmes are taking place.  

 
8.2 Cordale established a tax efficient model to redistribute profits in 

 1993, with gross profits from its subsidiary companies being 
covenanted back to the Housing Association. These profits have 
 helped to co-fund a medical centre, are helping to reduce public 
sector investment and help to create organisational efficiencies. 

 
  This successful approach would be replicated in the Cordale  
  PCP model which lends itself to lower risk initiatives, such as 
  school and health building programmes. 

 
 8.3 The Cordale PCP model is transferable. It will travel to different 
  economic sectors and regions. In West Dunbartonshire, it  
  is suggested that the Cordale Group should be the developer. 
  Whilst the potential exists for like-minded housings associations 
  with a  background in social enterprise to enter into PCP with 
  Councils across the country, it is not assumed that all housing 
  associations have the capacity or expertise to deliver   
  commercial contracts.  
 
 8.4 The Scottish Government concept of lead developer, as set out 
  in Firm Foundations, discussed the potential to rationalise the 
  number of housing associations that will build houses. Whilst the 
  outcome of this process is unclear, it does introduce the  
  potential for regional developing associations to make links with 
  Councils, NHS Trusts and other agencies (perhaps on a basis 
  similar to NHS Procurement Hubs) to deliver on issues around 
  Single Outcome Agreements between national and local  
  government. 

 
 8.5 Cordale Housing Association already places local people at the 
  heart of strategic and operational decision making and we would 
  do the same with our PCP projects. We can also build upon  
  existing high levels of governance and accountability, developed 
  through the housing association sector and complement these 
  with our commercial awareness to create a sophisticated  
  organisation that balances business acumen with social  
  responsibility and control. 
 
 8.6 Based on evidence presented to the Finance Committee, NPDO 
  procurement costs are marginally higher than those of PPP  
  projects.  
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  The Cordale PCP model advocates the reintroduction of lease 
  agreements with end users. This approach would minimise the 
  set up costs and risks and would therefore drive down overall 
  costs. This approach would also redress the huge barriers of 
  entry to this market, increase competitiveness and result in  
  greater value for money for the purchasing body. 

 
 8.7 NPDO and PPP initiatives have bundled together projects with 

  similar risk profiles to obtain greater economies of scale.  
  However, this acts as a barrier to entry, reduces competition and 
  has marginal cost benefits. At the same time, local people, who 
  are meant to be involved, find themselves completely   
  marginalised from the process.  

 
  The Cordale PCP model, which is based on traditional leases, 
  would seek to enhance community ownership and reduce cost 
  (through increased competition and reduced set up costs).   
 
9. If PCP is the solution, what is the problem?  
 

9.1 Working on the assumption that PCP is the natural successor to 
PPP/NPDO, and trusting this model can  deliver a variety of 
social and economic benefits, consideration must be given to 
why it has never been pursued in the past. In other words, what 
are the barriers that have inhibited innovation? 

 
9.2 Part of the problem has been an underlying assumption 

 that the private sector is ideally placed to provide innovative and 
cost effective solutions. Whilst the social economy sector 
(including some housing associations) has developed and 
diversified into new markets and demonstrated 
entrepreneurialism and effectiveness, it  has been largely 
ignored – despite growing concern about the performance of the 
traditional PPP/NPDP models. 

 
9.3 The huge costs, procurement packages and complexities,   

which, arguably, have been manipulated by the private sector, 
have introduced significant structural barriers to entry for social 
enterprises. 

 
10. The Next Step – Evolution from NPDO to PCP 

 
10.1 The next logical step is to move schools regeneration into 

 community ownership. As the natural successor to PPP/NPDO
 the Cordale PCP model will meet government’s objectives of 
 achieving greater value for money, increasing innovation and 
 responding to the needs of local communities.  
 

10.2 PCP has the potential to create a unique partnership and 
 collaborative  gain between local authorities and social 
 enterprises that will ensure communities have access to 
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 excellent facilities that encourage life long learning and 
 community development. However, the outcomes PCP can do 
 more than create infrastructure and raise educational 
 attainment. PCP would reduce educational inequalities and 
 create the inclusiveness, cohesion and collaboration that make 
 effective communities.  

 
10.3 Independent research undertaken by DTZ in 2008 has 
 demonstrated that the approach undertaken by Cordale 
 underpins successful community development and regeneration 
 and has resulted in  outputs and outcomes that have produced 
 savings to the public purse. 

 
11. Pathfinder Status 
 

11.1 Cordale Housing Association would like to see the Scottish 
Government establish a pathfinder status to pilot the PCP model 
in West Dunbartonshire.  

 
  In the 19 primary schools in Dumbarton and the Vale of Leven 
  occupancy rates are currently standing at just over 50% (51.8%) 
  with average annual running costs of £4,667 per pupil.  
 

By replacing three denominational schools and one non-
denomination school (all with low occupancy rates) with one 
denominational school and one village school, we believe we 
can cut running costs to circa £2,900 per pupil and remove the 
need to fund £1,043,400 of repairs that need to be carried out in 
these four schools.  

 
11.2 Phase two of the pilot would involve the co-location on to one 

campus of one denominational and one non-denominational 
 primary which currently have occupancy rates of just 35% and 
32% and a combined backlog of repairs amounting to 
£1,127,377. We appreciate that this would be a sensitive project 
but believe that it can be achieved through meaningful 
community involvement, resulting in not simply a new, efficient 
school but also bringing about greater community cohesion. 

 
 11.3 If PCP evaluates successfully, we would envisage similar not-
  for-profit partnerships being established in each local authority 
  area. 

 
11.4 PCP could play a key role in modernising schools where 

underinvestment has created a backlog of maintenance 
(£4,328,462) in West Dunbartonshire for the period to 2013). 

 
 Whether it is PFI, PPP or NPDO, public private partnerships are 

 only attractive to private investors if there is an adequate level of 
 profitability. The Cordale PCP model is no different; however, 
 due to the reduced barrier to entry, reduced transfer of risk, 
reduced complexity and increased competition, the return 
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required by social economy businesses will generate savings to 
 participating local authorities resulting in a reduced burden on 
 taxpayers.  Moreover, the Cordale PCP model would see net 
profits being reinvested in participating local communities to 
offset public sector grants and create the conditions for financial 
independence.  

 
11.6 The Association would recommend the that a feasibility pilot 
 could be built up using the  skills and experience that sits within 
 the civil service who have  been actively involved in the 
 evolution from PFI/PPP/NPDO as well as key players who are 
 willing to look at change. We would also kindly suggest that 
 drive is needed from the Scottish Government, embracing 
 COSLA and individual Councils, otherwise there is potential for 
 further stalling of reprovisioning of the schools estate.     
 

12. Conclusion 
  
 12.1 The Government has ambitions (amongst others) to create a 
  Greener, Smarter, Fairer and Wealthier Scotland. By building 
  energy efficient schools that encourage pupils and professionals 
  to realise their potential and generate surpluses that can be  
  reinvested in local communities to generate local prosperity and 
  reduce grant dependency, PCP can play a substantial role in 
  fulfilling these policy objectives.   
 
 12.2 John Swinney, Cabinet Secretary for Finance and Sustainable 
  Growth, said he wanted a replacement for PPP that was non-
  profit-distributing, ensured that expertise could be shared  
  amongst public sector bodies and would guarantee efficiencies 
  in risk, finance and delivery arrangements.  
 
 12.3 Cordale Housing Association believes that its Public Community 
  Partnership model meets all of these requirements as well as 
  guaranteeing genuine and meaningful community involvement in 
  the building of communities, in which people want to live, work 
  and learn. 
 


