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Overview 
 
It is interesting to note that the initial reaction from across the spectrum of 
political and media commentators, has been that what is proposed offers little 
change, very little of substance, and is essentially continuing with the PFI/PPP 
policies of the previous Scottish Executive, despite claiming to be an 
alternative.  
 
UNISON had earlier described the SFT proposals as PFI-Lite, but they are 
increasingly looking like full blown PFI/PPP, with attempts to mask this based 
on semantic debates over terminology. The original SFT proposal (for Scottish 
Government bonds) was a simple idea, which has now been conceded as 
being impossible to deliver at present, as predicted by critics including 
UNISON. The SBC takes that simple idea, makes it complex, loses its 
purpose and, with some ‘Slight Financial Tweaking’, is giving us more of the 
same failed PFI/PPP policies. This is despite the categorical statement – no 
tweaking of acronyms in this - on the SNP website in April 2008 that: 
 
“The SNP oppose the use of private sector funding - through private 
finance initiative (PFI) or public-private partnership (PPP) schemes - to 
build schools, hospitals and other projects.” * 
 
The Cabinet Secretary for Finance admitted to the Finance Committee in May 
that the NPD model, central to the SFT strategy, is “part of the family” of PPP. 
The SFT itself is likely to be set up as a PPP, similar to Partnerships UK, 
which employs many people recruited from the private sector and heavily 
promotes the use of private sector finance in public services. It appears that 
will be the role too of the SFT, which is taking forward the hub PPP initiative – 
a Trojan horse for introducing parts of the English public sector model here - 
and extending PPP into housing for the first time in Scotland. 
 
UNISON is astonished at the way in which this supposed Strategic Business 
Case manages to defer decisions on so many key aspects of the proposals 
and, in particular, that it says, on page 39: 
 
“The details of how investment will be raised from the private sector has 
not been explored in any detail as part of this SBC.”  
 
How can it be taken seriously as a business case without serious examination 
of what is the raison d’etre of the SFT? We hope the Finance Committee’s 
eventual report will expose these inadequacies. Ministers are effectively 
establishing a new quango with most of its important work barely sketched 
out, and decisions deferred or unclear on a range of other issues including: 
 



• The implication of VAT and direct taxation 
• Transfer/investment of assets (selling off the family silver) 
• The impact of the change to IFRS accounting standards 
• State Aid clearance 

 
Other aspects that are not clear include whether PFI has been ruled out 
altogether and who will own the buildings. The December 2007 SFT 
consultation said that “standard PFI” would still be considered “in rare 
circumstances where the risks involved in a project are exceptionally high”. It 
also said that public authorities might have use of new facilities, but they could 
be owned by the SFT. 
 
Finance Committee focus 

We note that the Finance Committee wishes to concentrate on: the model of 
finance; SFT as a “centre of excellence” where expertise is shared; and 
the co-ordination of projects to achieve efficiencies in risk, finance and 
delivery arrangements.  

We will therefore comment briefly on each of these areas. 

Model of finance (noting that the Committee has taken extensive 
evidence on the NPD model) 

The Committee asked specifically about the scope to provide the lowest cost 
of finance. In our earlier submissions, we pointed out how conventional 
funding is universally agreed to be the lowest cost of finance, and provided a 
five point plan for immediately offering a true alternative to PFI. 

The mythical free lunch of ‘additionality’ is the way too many people have 
been drawn in by the financial con/illusion of PFI/PPP. The private sector 
investment is not additional. It is bought at a premium that we are 
bequeathing to future generations in both actual debt and the failings in so-
called transfer of risk. Look at what happened with Metronet! The SBC 
provides no evidence that NPD is any different from PFI in terms of costs to 
the Exchequer.  

The Local Authority Bond idea is mentioned six times in the SBC, in a way 
that demonstrates the way this document uses padding out and repetition, 
while failing to convey much information at all. In only one of these six 
mentions is there any detail about what this will do and how it will operate - 
and this constitutes three sentences! 

UNISON Scotland has no objections to the idea of using Local Authority 
Bonds, although there may be problems around grouping councils together to 
do this. We support the Scottish Government being given borrowing powers 
but, in the absence of these at present, we are open to imaginative ideas that 
will deliver the best funding solutions. A basic one, of course, is to give 
Prudential Borrowing powers to health boards. However, in the shorter term it 



may be that local authorities can, for example, borrow funds for a new shared 
building where it has social work staff working alongside health professionals. 
 
This would be preferable to the hub initiative, which – again in the absence of 
any detail in the SBC (and it was not raised in the SFT consultation) – 
appears to be based on LIFT (the Local Improvement Finance Trust form of 
PPP used in England) and is a continuation of work on this started by the 
previous Scottish Executive. Already private companies see this very much as 
a way to get entry to lucrative markets in Scotland’s public sector. Hub will 
see companies invited to bid for contracts that will provide a guaranteed 
stream of work, building, and then leasing out, new health centre premises 
and other local community facilities. Yet LIFT was criticised by the House of 
Commons Public Accounts Committee in 2006 for problems such as high 
rents, excessive costs in early schemes, inflexibility in arranging for minor 
repairs and no meaningful evaluation of value for money. 
 
On the introduction of PFI/PPP to housing, we would point out that the last 
administration took the view it was a hugely expensive way of funding housing 
investment and it is one of the smaller sectors for PFI/PPP in England.  

It is important to note that the model of finance also frequently dictates how 
things are done, for example in bundling several projects together or in 
insisting on new build, rather than refurbishment. This is not the private sector 
working to a public service ethos, but the public sector having to dance to the 
private sector’s tune. The public service ethos includes accountability and 
transparency, not noted principles of PFI/PPP. 

Centre of excellence 

On page 9, the SBC says the twin drivers for the new SFT are future 
infrastructure requirements and opportunities for improved efficiency and 
effectiveness in infrastructure planning, funding and delivery. 

UNISON Scotland does not believe that it is necessary to create a new 
quango, with staff on fabulous salaries to do this. While we suggested 
reviewing existing projects, it is not necessary to set up the SFT to have a 
projects review group. (The SBC does not state whether this review group 
might look to buy out existing contracts, where to do so would be better value 
to taxpayers than continuing with them.) 

Sharing expertise can be and is done by governments all the time without 
creating new bodies. There are many models of task groups and similar 
arrangements for producing best practice guidance and these often pull in 
expertise from within and outside the public sector.  
 
The SBC pays lip service to ensuring a public sector ethos is followed, but it is 
difficult to see these proposals as anything other than a way for the private 
sector to develop new PPP markets in Scotland and to influence policy along 
these lines.  



Issues of governance and of accountability are extremely important, but 
neither these, nor employment issues are addressed properly. UNISON 
assumes that the STUC/Scottish Executive PPP Staffing Protocol will 
continue to apply and we would look for this to be strengthened to ensure 
there is no prospect of a return to a two tier workforce or ‘efficiencies’ being 
based on driving down salaries and conditions. 
 
If this is to be a centre of excellence, surely the SBC should be a rigorous 
document, backed up by hard evidence? Yet, throughout, assertions are 
made with no supporting evidence and attempts to appear scientific fall down 
through lack of basic information. For example, on page 33, the process for 
shortlisting of suitable activities for the SFT is made to look pseudo-scientific, 
yet no detailed scoring is given and we only know through a Scottish 
Parliament Written Answer that one of the ‘parked’ ideas was that of giving 
health boards Prudential Borrowing powers. 

Co-ordination of projects to achieve efficiencies in risk, finance and 
delivery arrangements 

It is likely that bulk buying of cornflakes will achieve savings, but it is not clear 
that bulk buying capital funds will do, particularly when we are in the middle of 
the ‘credit crunch’. Again, there is no supporting evidence provided for the 
suggestion it should. 

The SBC provides some costings for the SFT, but these appear to be more 
guesstimates than anything. While savings of £100-£150 million are 
suggested, in the context of a 10 year infrastructure investment of £40 billion, 
this is not a large sum. What is a large sum proportionately is the amount 
allocated to payroll costs, with the figure for 6/7 staff in 2008-09 put at £1 
million and for 20 staff in 2012-13 at £4.3 million. This would put some staff on 
salaries above the highest local authority chief executive salaries. This seems 
excessive. 
 
We are concerned at the governance arrangements and doubt whether 
merchant bankers will really promote and work to a public service ethos. We 
believe this whole SFT idea will be used to increase the ways in which the 
private sector profits from Scotland’s public services. On page 46 there is a 
specific reference to the risk of not attracting sufficient interest from private 
sector investors. This is to be tackled by, among other things, ensuring 
“sufficient private sector influence over decision making”. 
 
Conclusion 
 
We highlighted in an earlier submission that the response from the Chartered 
Institute of Public Finance and Accountancy Directors of Finance to the SFT 
consultation noted that: “It is not clear what benefits the SFT would offer that 
is not otherwise capable of being achieved through a combination of the 
prudential code, effective asset management and good procurement 
practices.” 
 



We believe that sums up why UNISON believes that this new quango is not 
necessary to deliver improved value for taxpayers in Scottish infrastructure 
investment. We urge the Committee to conclude that the SFT continuation of 
PFI/PPP policies is not the best way to fund public capital investment projects. 
 
UNISON 
September 2008 
 
* Biggest ever hospital plan '100% public-funded':  www.snp.org/node/13722  
 

http://www.snp.org/node/13722

