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The Scottish Environmental Services Association (“SESA”) is the sectoral trade association for 
Scotland's managers of waste and secondary resources, a sector with an annual turnover of 
around £9 billion in the UK. SESA’s Members seek to align economic and environmental 
sustainability through delivering compliance with relevant EU waste and environmental legislation. 
 
Executive summary 

 The Scottish Government’s proposals to exploit public sector borrowing rates through bond 
issues would be of interest provided it is consistent with private sector service delivery. 

 
 The most important issue in private sector delivery of public services is an effective 

procurement process. While the source of funding for capital investment is of secondary 
concern, improvements in procurement could reduce costs, increase competition and 
significantly improve public sector value for money. 

 
 The most significant problems with public procurement are the time and costs associated with 

the procurement process. Reducing these pressures would help to ease the constraints on 
firms’ ability to bid for multiple tenders simultaneously and increase competition. 

 
 The introduction of the competitive dialogue procurement process has compounded these 

problems by increasing upfront bid costs and raising confidentiality issues for bidders. 
 
 In the waste management sector PFI has been increasingly pushed as a means for funding 

simple asset delivery, rather than as a means for coordinating and integrating waste services. 
If this approach is to be maintained in the future, then interface risks between split contract 
elements need to be carefully considered. 

 
 The private sector is already exploring alternative funding models to PFI including strategic 

partnering agreements.  
 
Background 

According to the Scottish Environment Protection Agency, Scotland will need to divert over two 
million tonnes of biodegradable municipal waste from landfill by 2020. This will require the delivery 
of significant alternative infrastructure to landfill. Delivery of the necessary infrastructure to meet 
European targets for landfill diversion will cost significantly more than the £55.55 of public money 
spent in Scotland per capita on municipal waste management in 2005/06. 
 
In England, the Government relies on PFI to deliver waste management infrastructure. The recent 
Comprehensive Spending Review included over £2bn of PFI credits for waste projects in England 
with a Ministerial preference for projects higher up the hierarchy. 
 
Public Private Partnerships have been used effectively throughout the UK to implement the 
necessary transition of the UK’s waste management sector from one heavily dependent on landfill 
to a modern process based industry. It is important to note in this context that infrastructure capital 
costs only constitute a minor portion of total waste management costs. In this sector, funding 
service provision is also of great significance. 
 
PFI was designed to deliver and maintain large-scale infrastructure rather than complicated long-
term services contracts. The structure of PFI contracts has subsequently been ill-suited to the 
provision of long-term integrated waste management solutions. The additional complexity involved 
in delivering multiple facilities at different times providing a suite of activities is a further problem not 
addressed in standard PFI contracts. The provision of waste-specific derogations has helped to 
improve the flexibility associated with waste PFI contracts but more could be done in this regard. 
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The inquiry background papers note that one of the advantages associated with PFI is that it 
removes the need for assets to be placed on the public sector balance sheet. It should however be 
noted that according to Partnerships UK around 60% of the fixed assets built under PFI projects 
are already accounted for on the UK Government balance sheet. The UK Government’s proposals 
to adopt international accounting standards from 2008/09 will mean that all remaining PFI projects 
will be passed on to this as well. 
 
Improving procurement 

The Scottish Government has introduced proposals to exploit public sector borrowing advantages 
through issuing bonds. SESA has long argued that the best means of delivering public waste 
services would be through the marriage of public sector borrowing costs with private sector 
efficiencies and this could be achieved by the Scottish Government’s proposals. 
 
The source of funding for capital investments could however be considered to be of secondary 
importance to making improvements to the procurement process itself. The Scottish Parliament’s 
previous inquiry into Public Private Partnerships in 2002 suggested that improvements needed to 
be made to reduce the costs associated with legal and other advisors involved in contract 
negotiation, finalisation, and enforcement. This has certainly not occurred in practice and the 
introduction of competitive dialogue has led to significant increases in upfront bid costs.  
 
Competitive dialogue 

The competitive dialogue procedure now used for PFI procurements results in duplication of effort 
by bidders and significantly higher costs for losing participants. The successive rounds of dialogue 
lead to remaining participants in the process conducting due diligence and engaging external 
advisors before the preferred bidder stage. This serves to inflate dramatically total costs associated 
with individual procurements, constraining operators’ ability to bid for multiple tenders 
simultaneously. This could reduce competition for municipal waste contracts which would of course 
be the opposite of the intention when competitive dialogue was introduced. Higher upfront bid costs 
could also reduce public sector value for money as industry would be forced to recover bidding 
costs through higher margins on secured contracts. 
 
Another significant concern with competitive dialogue is that confidentiality: again, this could reduce 
competition. 
 
Improved engagement with the private sector at the outset of a tender process could help to 
alleviate some private sector concerns relating to confidentiality, as well as improve the quality of 
the tender which could help to reduce future costs for both the private and public sector.  
 
Interface risks 

The delivery of waste management services requires the coordination of collection, processing and 
disposal of material through the delivery of multiple facilities over time. The integration of services 
enables the interface risks between different parts of the waste management chain to be absorbed 
by the private sector operator. For example, some waste treatment processes require waste 
collection to adhere to a minimum specification. In cases where collection and treatment services 
are contracted separately, the treatment operator will face an additional risk that the waste received 
may not meet that specification. This additional risk will incur an additional cost, some of which 
would have to be borne by the public sector. Bundling collection and treatment services together, 
can therefore in some cases provide better value for money for the public purse. 
 
PFI has been increasingly used in the waste sector, as elsewhere, for simple asset delivery. This 
however fails adequately to consider interface risks which are being placed back on to the public 
sector and which may only be realised in the medium to long term.  
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Conclusions 

The most pressing issue for public procurements, as recognised in the Scottish Parliament’s 
previous inquiry but not acted upon subsequently is to reduce the time and costs associated with 
the procurement process. This is true regardless of the method of funding employed.  
 
The problems associated with waste PFI projects have stemmed from the lack of flexibility included 
in the standardised contracts. While waste-specific derogations have served to reduce some of the 
constraints associated with applying a standardised contract to a sector with the complexities of 
waste, further work could usefully be done in this regard. 
 
It should be noted that the private sector is already working in partnership with local authorities 
throughout the UK actively to explore alternative models to PFI, such as strategic partnering 
agreements, and would welcome any funding method which could be married to an effective 
procurement process to maximise benefits to public services.  

 


