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Finance Committee 
 

13th Meeting, 2008 (Session 3), Tuesday 13 May 2008 
 

Inquiry into the methods of funding capital investment projects 
 

Session 5: Submissions 
 
 

SUBMISSION FROM BMA SCOTLAND 
 
British Medical Association (BMA) Scotland welcomes the opportunity to 
respond to the Scottish Parliament Finance Committee’s inquiry into the 
funding of capital investment projects in Scotland.  The BMA has been an 
active opponent of the use of private finance initiatives (PFI) in the health 
sector across the UK since its introduction and has continually highlighted the 
high cost and associated low value for money of these schemes, and the 
transfer of public funds into private sector profits. 
 
Our response to this inquiry will briefly cover the implications of different 
funding methods and will then focus on the impact of the PFI arrangements 
on the delivery of hospital services and experience of staff working within 
them. 
 
Funding methods 

Since its introduction in 1992 PFI schemes have become the most popular 
route to fund capital projects in the NHS.  PFI schemes use consortia of 
investment banks, construction contractors and services contractors to 
finance, build and provide services management for capital projects in the 
NHS such as hospitals and health facilities.   
 
Under a PFI scheme the hospital or health facility is then leased by the public 
sector from the private sector for periods of 30 to 60 years and financed 
through unitary payments by the health board.  This unitary payment covers 
the cost of building the facility and equipment and also ongoing cost for the 
provision of services such as catering, portering and building maintenance. 
 
Prior to PFI schemes capital projects in the NHS were funded through 
traditional public sector procurement processes, which involved the central 
government contracting for the design and construction of hospital or health 
facilities and funding was raised through general taxation or the issue of 
Treasury bonds.  Since 1991 NHS Trusts or Health Boards have had to pay 
capital charges to cover depreciation and amortisation and to cover the cost 
of capital; however prior to 1991 they did not incur any capital costs outside of 
maintenance costs. 
 
PFI schemes were intended to capitalise on private sector efficiency gains in 
the construction and maintenance of hospitals and health facilities along with 
the transfer of risk from the public to private sector; however, PFI schemes 
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have turned out to be more costly than originally thought and thought by some 
to be a source of severe financial problems for NHS Health Boards in 
Scotland1. 
 
Hellowell and Pollock (2006) found from a study of the impact of PFI on 
Scotland’s NHS that PFI buildings cost the NHS more than non-PFI buildings 
in that the annual PFI availability charge that the NHS pays for acute PFI 
facilities is around 11-18.5% of hospital turnover, compared to 5-8% in non-
PFI facilities.  They also state that this extra cost must be met by diverting 
revenue from clinical services, staff and supplies suggesting that PFI 
schemes are associated with service cuts before contracts are signed. 
 
Hellowell and Pollock (2006) also found that the two Health Boards in 
Scotland with ‘major’ PFI schemes in operation, Lothian and Lanarkshire, 
must allocate almost twice as much of their annual revenue to rental 
payments than Boards that do not.  BMA Scotland does not believe this is 
sustainable over the long contract periods under which PFI schemes operate 
and will have a significant impact on clinical services provided in these areas 
in the future. 
 
The process for bidding for a PFI scheme project involves drawing up a final 
business case which normally includes a comparison between the net present 
value of the costs associated with a public sector capital project (referred to 
as the public sector comparator) and the net present value of the costs 
associated with the PFI scheme to show that the PFI scheme is more cost 
effective.  The costs of the public sector comparator scheme are inflated to 
account for a risk factor, which is an estimate of the value of the risk 
associated with problems such as time and cost overruns that is transferred to 
the private sector.   
 
Unison Scotland conducted research on the aggregate costs of PFI/PPP 
projects in Scotland and found that for 35 PFI schemes the estimate public 
sector comparator schemes were 6.4% (median) cheaper than the PFI 
contractor’s bids before the risk adjustment was made2.  They also found that 
the median risk adjustment made in the 35 schemes was 12.73% of the public 
sector comparator costs before the risk adjustment, although nine schemes 
were more than 15% and one hospital scheme had a risk adjustment factor of 
33% which they estimate to be equal to be £3.5 billion in notional risk 
adjustments. 
 
PFI consortia in the early waves of PFI schemes have taken advantage of the 
ability to refinance the loans from banks for a lower interest rate once they 
have secured the contract without any guarantees for profit sharing with NHS 
Trusts.  Although subsequent PFI contracts have included guideline for profit 
sharing from refinancing deals, the BMA does not support the diversion of 

                                            
1 Hellowell, M and Pollock, A (2006) The Impact of PFI on Scotland’s NHS: a briefing.  The 
Centre for International Public Health Policy. 
2 Unison Scotland (2007) At What Cost? A Unison report on the aggregate costs of PFI/PPP 
projects in Scotland – and some suggestions on a way forward.  
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public sector funds for core clinical services being diverted to the private 
sector. 
 
In terms of the broader financial implications for central government borrowing 
and net debt levels, currently some of the PFI financed investment spending 
is not included in public sector net debt and therefore returning to traditional 
government borrowing scheme would increase the level of public sector net 
debt affecting the sustainable investment rule; however the Office of National 
Statistics has recently been bringing parts of borrowing under PFI schemes 
into public sector net debt and therefore the impact might not be as great. 
 
Implications of funding methods - case studies  

In 2004-2005 the BMA conducted research into the perception of doctors’ 
experiences of PFI scheme hospitals.3 The research focused on doctor’s 
views of the background for the PFI project, the design and functionality of 
PFI funded hospitals, PFI management and contract structures including 
support services, the impact of the PFI scheme hospitals on the local health 
community and the staff and patient experience within PFI funded hospitals. 
 
Qualitative data was collected through a series of semi-structured interviews 
with consultants and GPs working in or around nine PFI sites across England, 
Scotland and Wales, three of which were in Scotland.   
 
The main issues that arose from the BMA’s research were very similar to the 
main themes that came out from the research undertaken by Unison on the 
views of staff working in PFI hospitals across the UK, which also included 
three hospitals in Scotland4.  The issues raised were around bed shortages, 
financial problems, poor design and quality and reduced levels of care.  
 
Bed shortages and reduced levels of care 
In the BMA’s research there was a unanimous belief that cost pressures had 
played a significant role in the design and development of the hospitals, and 
in particular the number of beds.  This was referred to by some as the “cost 
envelope” or the “affordability gap”.  Each interviewee described a process of 
negotiations and compromises that had to be made in terms of the layout and 
size of the building, the numbers of beds and the allocation of beds between 
medical and surgical departments before the final cut off for making changes. 
 
In the majority of the PFI builds, the numbers of beds were reduced, with only 
a small number of projects maintaining existing bed levels.  One interviewee 
stated that although the number of beds didn’t change there were other 
significant changes such as the size of the wards, adequate teaching seminar 
rooms on wards and service developments such as a new high dependency 
ward that were planned but removed in the final negotiations.   
 
Poor design and quality 
                                            
3 BMA Health Policy and Economic Research Unit – Unpublished research into the 
experience of PFI by members, 2004-05 
4 Lister, J (2003) The PFI Experience Voices from the frontline. Unison 
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There were mixed feelings on the level of clinical involvement in the planning 
and design phase of the projects in the BMA’s research.  Some interviewees 
described the process as highly consultative with the private consortium 
architects actively seeking their input into the design of the hospital while 
other interviewees felt there had not been enough clinical engagement.   
 
Several of the BMA’s interviewees spoke about how difficult it was to have a 
closing date for making changes with the rapid pace of health care reform at 
the time.  Changes could be made but at an additional cost to the Trust/Health 
Board, and on occasion only when the hospital was completed.  This was 
attributed specifically to PFI consortiums in order for the projects to be 
completed on time and under budget.  One interviewee stated this was one of 
the major differences between PFI projects and traditional government funded 
projects, which were viewed as more flexible. 
 
Financial Problems 
Many of the interviewees described the financial state of their Trust/Health 
Board and expressed concerns about their limited ability to make savings due 
to fixed overhead costs paid to the PFI consortiums. There was also a 
concern by a few of the interviewees that the presence of a PFI hospital in the 
local health community limited the options for reconfiguring services across 
primary and secondary care.  One interviewee commented that the 
Trust/Health Board was too focused on the physical structure rather than how 
to use it, and was then restricted from making changes by the charges. 
 
The BMA’s study was conducted in 2004/2005 which was prior to the major 
financial constraints in the NHS, and it is likely that if the research were 
repeated today the constraints on the budgets of PFI hospitals and the impact 
on clinical services and staff would have featured more strongly with 
interviewees. 
 
Comparison between PFI and traditional funded projects 
In the course of the BMA’s interviews, several comparisons were made by the 
interviewees between PFI funded hospitals and the traditional government 
funded hospitals.  The positive aspects of PFI funding were around building 
maintenance and timeliness of project completion and planning.  The 
drawbacks of PFI funding given by the interviewees were around the 
inflexibility of contracts, poor contracts, additional charges and the constraints 
PFI funding placed on budget and service planning. 
 
Summary 

The health care sector is under continuous pressure to adapt to advances in 
medical technologies and policy changes such as moving care closer to home 
and increasing patient choice.  In order to remain efficient in the face of these 
changes the NHS needs to be flexible and easily adaptable to change, which 
is much more difficult and expensive under PFI funding arrangements for 
capital investment.   
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BMA Scotland supports the Scottish Parliament Finance Committee in its 
review of the funding of capital investment projects in Scotland and would 
support a capital investment system in Scotland that enables the NHS and its 
staff to develop high quality services for patients in a cost effective and 
sustainable manner.  BMA Scotland does not believe that the current PFI 
arrangements provide this. We note that there are a number of alternative 
options, as outlined in the SPICe briefing provided to the Committee5. BMA 
Scotland would welcome further exploration of the viability and cost-
effectiveness of these options, including the Scottish Governments proposals 
for a system of Scottish Future Bonds. 
 
Gail Grant 
Senior Public Affairs Officer (Scotland), British Medical Association 
6 December 2007 

                                            
5 SPICe Briefing to Finance Committee – Scoping Paper for Capital Investment Inquiry, 
September 2007  
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SUBMISSION FROM UNISON  
 
Introduction 

UNISON Scotland welcomes the opportunity to respond to the Call for 
Evidence from the Scottish Parliament Finance Committee on the Funding of 
Public Capital Investment Projects. UNISON is Scotland’s largest public 
sector trade union representing over 160,000 members delivering public 
services.  
 
We welcome the Committee’s remit to “report on the advantages and 
disadvantages of different actual and proposed models of funding capital 
investment projects.” 
 
The Case against PPP/PFI 

We focus here on PPP/PFI. UNISON has long pointed out concerns including 
service quality, costs, accountability, inflexibility and the effects on staff terms 
and conditions. We strongly believe that the private profit motive should have 
no place in running public services. Opinion polls, including a BBC Scotland 
poll in April 20076, show that Scottish public opinion agrees. 
 
PPP/PFI has been used extensively in Scotland primarily as a means of 
keeping expenditure off the public balance sheet. We understanding the 
drivers for this approach however, we believe it is wrong in principle to 
account for over £53bn of UK public expenditure (capital value) in this 
manner. We describe this as ‘Enron economics’ and we call for a return to 
proper accounting, a step that may be realised with the new IFR standards. 
 
PFI will always be a more expensive method of funding capital projects 
because of the requirement to finance the profits of the private firms, the 
additional borrowing costs and the very limited notion of risk transfer. This has 
caused an affordability gap for many public service organisations even after 
Scottish Government subsidies for PFI schemes. In addition to the cost, PFI 
has resulted in a culture of secrecy that has excluded the public and staff from 
many aspects of the design of projects with a consequential impact on service 
quality. It has split up the public service team when facilities management 
staffs are privatised leading to many of the service delivery problems that 
were evident the CCT era. 
 
Numerous studies have highlighted a range of serious flaws in PFI/PPP 
policy, the most recent being the House of Commons Public Accounts 
Committee Report of 27 November 20077. It focused on tendering and 
benchmarking and concluded that value for money for taxpayers was often 
not being achieved with projects in England and Wales for several reasons, 
including fewer serious bidders due to the high costs and very lengthy 

                                            
6 BBC Scotland opinion poll, April 2007. Building and running state schools and hospitals through public 
bodies is the top priority for Scottish voters.  http://news.bbc.co.uk/1/hi/scotland/6526715.stm  
7 House of Commons PAC Report - HM Treasury: Tendering and Benchmarking in PFI. 
http://www.publications.parliament.uk/pa/cm200607/cmselect/cmpubacc/754/754.pdf
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tendering times. These problems clearly also apply in Scotland, on top of the 
many other ways in which this policy leads to profiteering at the expense of 
school children, hospital patients and taxpayers. Up-to-date research by Scots 
economists Jim and Margaret Cuthbert shows that the profiteering may be on 
a much greater scale than has been realised8.  
 
In October 2007 we published At What Cost - a UNISON Scotland report on 
the aggregate costs of PFI/PPP projects in Scotland9, attached with this 
submission. This revealed new figures which confirm that billions of pounds of 
taxpayers’ money are being wasted. The report looked at Full Business Cases 
from 35 projects. These official documents claim to demonstrate that the 
PFI/PPP route is providing value for money. Instead, they show that 
UNISON’s calculation of £5.8 billion  being wasted on PFI is likely to be an 
underestimate. 
 
The Way Forward 

In this submission we focus on a way forward for public capital investment. In 
particular we believe there is significant scope for a consensus in the Scottish 
Parliament on creating a proper level playing field between PFI/PPP and 
conventional capital funding. 
 
We note that many politicians at national and local level have in the past 
supported PFI/PPP projects with some reluctance, for pragmatic reasons. It 
was seen as ‘the only game in town’ for the provision of new public 
infrastructure, but there has been considerable unease about the true 
financial costs to the taxpayer. 
 
We believe that a commitment to creating a genuine level playing field could 
be the basis for cross-party consensus. We hope the committee will consider 
the following five proposals for short term action, while longer term solutions, 
such as the Scottish Government’s proposed Scottish Futures Trust initiative, 
are developed. 
 
We note with concern though that Finance Secretary John Swinney’s October 
letter to the Committee refers to achieving a “better balance of risks and 
costs” within PFI. We disagree with this approach, preferring the SNP’s own 
manifesto aim to “crowd out” PFI.  We highlight in the SNP Proposals section 
below some of the flaws with the Non-Profit Distributing model John Swinney 
appears to endorse. 
 

                                            
8 Lifting the Lid on PFI, Scottish Left Review. Issue 43. Jim and Margaret Cuthbert. 
http://www.scottishleftreview.org/index.php?action=article&docid=409  
9 At What Cost :  a UNISON Scotland report on the aggregate costs of PFI/PPP projects in Scotland – 
and some suggestions on a way forward. This is attached to this submission and is also available online 
at: 
http://www.unison-scotland.org.uk/comms/atwhatcostoct07.pdf
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Five proposals for Short Term Action 

1. Existing Contracts 
A review should be carried out of existing contracts, with rigorous monitoring 
and advantage taken of price review clauses, especially for FM services. 
There may be some where it would be appropriate to ‘buy them out’, if this 
benefits the public purse. Three PFI contracts have been bought out to date, 
but the Auditor General’s 2005 report on the Skye Bridge contract buyout 
contradicted the 2004 claim by then First Minister Jack McConnell that the 
£26.7m deal was good value for money, reporting to Parliament that it was in 
fact neutral, in terms of public funds.  
 
2. No New Contracts 
No new PPP contracts should be approved. This includes all projects in the 
planning phase where no contract has been entered into. It may be argued 
that projects that have been published in the OJEU must be proceeded with. 
We do not agree. It is possible to adopt a legal strategy that ensures that 
additional costs do not fall on the public purse.  Even under the current rules 
final project approval is subject to an evaluation based on value for money 
and affordability. 
 
3. Grants on a True Level Playing Field Basis 
Scottish Government grants should be offered for new capital projects 
irrespective of the method of procurement. Current arrangements generally 
only provide funding for PPP projects. This should lead to more local 
authorities using their prudential borrowing powers granted by Scottish 
legislation. 
 
4. Prudential Borrowing for Health Boards 
Health boards do not currently have prudential borrowing powers, but should 
be given them by passing legislation. It is debatable whether the Scottish 
Parliament can do this but the UK Parliament introduced a form of this for 
Foundation Hospitals so would find it difficult to oppose Scottish legislation. 
(We are proposing only the financial powers not the importation of the 
discredited Foundation Hospital system.) As a last resort other innovative 
solutions might be found for health projects involving joint working. Local 
authorities could use their powers while health boards provide revenue 
funding 
 
5. Strengthened PPP Staffing Protocol 
New procurement arrangements should at a minimum ensure that staff are 
excluded from transfer. The principles of a strengthened PPP Staffing 
Protocol must be applied across the public sector. 
 
Scottish Futures Trust 

The SNP manifesto accurately described PFI/PPP as “costly and flawed”. It 
said the proposed Scottish Futures Trust should emerge over time as a more 
attractive source of funding which would effectively crowd out PFI/PPP. The 
reason for the SFT is that public borrowing is cheaper than private. Tax 
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efficient bond issues would be able to raise sufficient funds to finance large 
infrastructure projects that would be hard to fund within conventional capital 
budgets.  
 
There are obviously significant vires problems with the SFT as set out in the 
SNP proposals.   UNISON Scotland would support an amendment to the 
Scotland Act to give the Scottish Government the powers to raise money in 
this way. These powers are available to other federal and devolved 
administrations elsewhere in the world. Concerns about the impact on overall 
UK public spending could be addressed by adopting measurements of public 
spending used elsewhere in Europe, here in the UK. These have the effect of 
removing certain items of expenditure from the calculation of aggregate public 
spending, creating headroom for spending for investment. 
 
Whilst we support the constitutional change as set out above this must not be 
used an excuse for delaying the abolition or ‘crowding out’ of PPP/PFI in 
Scotland. As we have identified in our proposals, much can be done within 
existing powers. 
 
Non-Profit Distributing models 

We note that Finance Secretary John Swinney’s October letter to the 
Committee highlighted the Non-Profit Distributing (NPD) model of PPP, 
piloted by Argyll and Bute Council for their schools project. The PFI industry is 
now attempting to save their discredited approach (and profits) by attempting 
to differentiate the ‘standard PFI model’ from the NPD model. 
 
While we can understand that some might at first be attracted to the concept 
of this because of the non-profit aspect, UNISON has always warned that the 
NPD model still maintains most of the other flaws of PFI/PPP and is therefore 
essentially window dressing. NPD models retain the higher borrowing costs, 
private profit at the contractor level and elements of the risk transfer costs all 
leading to the same profiteering and inflexibility inherent in PFI. The charitable 
donations are simply recycling public money and they retain the secrecy and 
accountability deficit inherent in PFI schemes.  
 
The SPICe scoping paper for the capital investment inquiry points out that in 
Argyll & Bute the private sector makes a profit at the sub-contractor level, 
while in Falkirk the private sector has a majority on the board. The Scottish 
Government Financial Partnerships Unit said that the model could deliver only 
“marginally lower” costs of financing. There are those in the industry who have 
argued that the NPD model is actually more costly and we suspect their 
conversion is simply tactical.  
 
For these reasons we would urge Committee members not to support 
extending the use of this model as this would simply be a cosmetic change to 
existing PFI schemes. Quite apart from the fact that such a change would not 
implement either the SNP or Scottish Labour manifesto commitments. 
 

9 



FI/S3/08/13/3 

Accountability and access to Information 

One extremely important aspect of PFI/PPP is that too often information that 
is essential for the proper monitoring of public expenditure is withheld due to 
so-called commercial confidentiality or commercial sensitivity. 
 
We urge the Committee to revisit some recommendations from the Finance 
Committee’s  2001 report on PPP and the then Transport & Environment 
Committee 2001 report on the water industry. We note just one example, 
among many, of accountability problems. Neither Scottish Water, nor the 
Scottish Executive, as it then was, were able to provide Full Business Cases 
for ANY of the nine waste water treatment PFI schemes when UNISON 
requested them last year under Freedom of Information legislation. Both 
bodies  said these documents, the basis for millions of pounds of public 
spending, were “not held”. Yet these Committees emphasised the importance 
of public access to FBCs. See Note 16 in At What Cost for full details. 
 
This level of secrecy is inherent in PPP/PFI including NPD models and 
undermines public accountability and involvement in the development and 
design of public buildings. We would also urge that companies involved in 
PFI/PPP contracts should be brought under the scope of Scottish Freedom of 
Information legislation. 
 
Conclusion 

We believe UNISON Scotland’s proposals would establish a new capital 
procurement regime quickly, enabling most public bodies to develop essential 
infrastructure now, without the expense of PPP/PFI. We would also urge the 
Committee to reject cosmetic changes such as the NPD model. We would 
support in principle the Scottish Futures Trust but we should not allow the 
potential constitutional wrangling to distract from the importance of developing 
a more cost effective and accountable method of funding capital 
infrastructure. 
 
UNISON Scotland PFI info: http://www.unison-scotland.org.uk/comms/pfi.html
UNISON UK website PFI info:  http://www.unison.org.uk/pfi/index.asp  
 
Dave Watson 
Scottish Organiser, UNISON House 
7 December 2007 
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SUPPLEMENTARY SUBMISSION FROM UNISON 
 

UNISON Scotland is pleased to attend to give oral evidence. This paper 
includes summaries of our previous evidence to the Finance Committee and 
our submission to the Scottish Government consultation on the Scottish 
Futures Trust. 
 
PFI/PPP 
 
UNISON Scotland has consistently opposed PFI/PPP for a range of reasons, 
which are summed up in our autumn 2007 report ‘At What Cost’. They include 
service quality, costs, accountability, inflexibility and the effects on staff terms 
and conditions. We strongly believe that the private profit motive should have 
no place in running public services. Opinion polls, including a BBC Scotland 
poll in April 2007, show that Scottish public opinion agrees. ‘At What Cost’ 
revealed new figures which confirmed that billions of pounds of taxpayers’ 
money are being wasted. The report looked at Full/Final Business Cases from 
35 projects. These official documents claim to demonstrate that the PFI/PPP 
route is providing value for money. Instead, they show that UNISON’s 
calculation of £5.8 billion wasted on PFI is likely to be an underestimate. 
 
We do not intend to rehearse all the arguments here, but are pleased that the 
Finance Committee has already heard a number of important submissions 
highlighting serious problems with PFI/PPP. These include those by Mark 
Hellowell, of the Centre for International Public Health Policy and the detailed 
financial analyses of Dr Jim and Margaret Cuthbert of the Public Interest 
Research Network. Members will of course be aware of the collapse of 
London Underground contractor Metronet last year, the recent Office of Fair 
Trading criticism of bids for building contracts and the fact the House of 
Commons Liaison Committee has called for Select Committees to have 
increased powers to scrutinise PFI contracts. 
 
We believe that the evidence has stacked up against PFI/PPP. It is time to 
abandon the policy. We strongly welcome the recent announcement by the 
Scottish Government that the massive new hospital complex in Glasgow will 
be entirely publicly funded. In this context therefore, we are disappointed that 
the Scottish Government proposals for the Scottish Futures Trust and its 
endorsement of continuing with the Non Profit Distributing model of PFI/PPP 
are so different from previous SNP plans. PFI-lite seems an appropriate 
description. 
 
A genuine immediate alternative 

The main aim of the SFT concept, according to the Scottish Government 
consultation paper, is "to provide alternative means to PFI for channeling 
public and private capital into infrastructure investment programmes and 
projects in Scotland". 

We believe that there would be cross-party support for providing genuine 
alternatives to PFI/PPP immediately, without needing to wait until such times 
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as a potential Scottish Futures Trust is established. Our five point plan for 
short-term action also rejects the NPD model as this retains most of the flaws 
of PFI/PPP.  
 
The plan includes:  

1. Existing Contracts A review should be carried out of existing contracts, 
with rigorous monitoring and advantage taken of price review clauses, 
especially for FM services. For some, it may be appropriate to ‘buy them out’, 
if this benefits the public purse. Where some parts of the contract are up for 
review, it is important to also ensure that the contracting public body is 
complying appropriately in implementation of the review with all the public 
sector equality duties. 

2. No New Contracts No new PPP contracts should be approved. This 
includes all projects in the planning phase where no contract has been 
entered into.  

3. Grants on a True Level Playing Field Basis Scottish Government grants 
should be offered for new capital projects irrespective of the method of 
procurement. This should lead to more local authorities using their prudential 
borrowing powers granted by Scottish legislation.  

4. Prudential Borrowing for Health Boards Health boards do not currently 
have prudential borrowing powers, but should be given them by passing 
legislation. It is debatable whether the Scottish Parliament can do this but the 
UK Parliament introduced a form of this for Foundation Hospitals so would 
find it difficult to oppose Scottish legislation. (We are proposing only the 
financial powers not the importation of the discredited Foundation Hospital 
system.) As a last resort other innovative solutions might be found for health 
projects involving joint working. Local authorities could use their powers while 
health boards provide revenue funding 

5. Strengthened PPP Staffing Protocol New procurement arrangements 
should at a minimum ensure that staff are excluded from transfer. The 
principles of a strengthened PPP Staffing Protocol must be applied across the 
public sector. 

We are pleased that the submission 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 agree and believe that our proposals mean there would be no need or 
demand for PFI/PPP projects as the conventional route would be available to 
local authorities and health boards and would provide better value for money. 
 
One claim made about PFI/PPP is that it makes a proper assessment of the 
full life costs of an investment but, as Angela Scott, of CIPFA, pointed out to 
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the Committee, “there is no reason why there should not be such a focus 
under traditional procurement”. 
 
Value for Money and Accountability 
 
It is important when assessing value for money that credible comparisons are 
made. This has frequently proven difficult due to secrecy and claims of 
commercial confidentiality. We address some of the problems with the public 
sector comparator and other aspects of these comparisons in Full/Final 
Business Cases in ‘At What Cost’. And as Mark Hellowell pointed out in his 
submissions, the validity of VfM assessments has been questioned by 
academics and auditors. He highlighted too the lack of valid evidence to 
support government claims that PFI delivers to time and budget. 
 
We would urge the Committee to recommend no further use of PFI/PPP, but, 
as a minimum, to at least demand a moratorium while proper independent 
research assesses the true costs. 
 
We would also encourage the Committee to revisit some recommendations 
from the Finance Committee’s 2001 report on PPP and the then Transport & 
Environment Committee 2001 report on the water industry. We note just one 
example, among many, of accountability problems. Neither Scottish Water, 
nor the Scottish Executive, as it then was, were able to provide Full Business 
Cases for ANY of the nine waste water treatment PFI schemes when 
UNISON requested them under Freedom of Information legislation. Both 
bodies said these documents, the basis for millions of pounds of public 
spending, were “not held”. Yet these Committees emphasised the importance 
of public access to FBCs. See Note 16 in At What Cost for full details. 
 
This level of secrecy is inherent in PPP/PFI including NPD models and 
undermines public accountability and involvement in the development and 
design of public buildings. We would also urge that companies involved in 
PFI/PPP contracts should be brought under the scope of Scottish Freedom of 
Information legislation. 
 
Non Profit Distributing models 
 
While we can understand that some might at first be attracted to the concept 
of this because of the non-profit aspect, UNISON has always warned that the 
NPD model still maintains most of the other flaws of PFI/PPP and is therefore 
essentially window dressing. NPD models retain the higher borrowing costs, 
private profit at the contractor level and elements of the risk transfer costs all 
leading to the same profiteering and inflexibility inherent in PFI. The charitable 
donations are simply recycling public money and they retain the secrecy and 
accountability deficit inherent in PFI schemes.  
 
The SPICe scoping paper for the capital investment inquiry points out that in 
Argyll & Bute the private sector makes a profit at the sub-contractor level, 
while in Falkirk the private sector has a majority on the board. The Scottish 
Government Financial Partnerships Unit said that the model could deliver only 
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“marginally lower” costs of financing. There are those in the industry who have 
argued that the NPD model is actually more costly and we suspect their 
conversion is simply tactical. Mark Hellowell makes useful points about NPD 
models in his supplementary submission, noting they are a “relatively minor” 
variation of the standard model. 
 
For these reasons we would urge Committee members not to support 
extending the use of this model as this would simply be a cosmetic change to 
existing PFI schemes.  
 
The Scottish Futures Trust 

Establishing a new giant private ‘non-profit’ and ‘public interest’ company to 
run all future Scottish PFI schemes is merely putting a gloss of accountability 
over a fundamentally flawed base. The only ‘advantage’ appears to be that by 
bulk-buying, cheaper financing might be possible, although this would not be 
cheaper than prudential borrowing. UNISON is also sceptical that a private 
company such as the proposed SFT can have a genuine public interest ethos. 
It may not take a profit, but the banks and the private firms it contracts to run 
our services certainly will.  

Indeed, whether through refinancings or equity sales or other methods, the 
private sector will always be seeking to boost profitability. In March The 
Guardian revealed the lengths to which private firms will go to maximise 
profits in ways we believe sicken the general public. The paper reported that 
more than 50 PFI schemes have been moved offshore by their investment 
company owners to avoid paying tax on their profits. Three big companies – 
HSBC Infrastructure, 3i Infrastructure and Babcock and Brown Public 
Partnerships – have moved the schemes to portfolios held in the Channel 
Islands. If the SFT does go ahead, we believe all possible loopholes must be 
closed, such as the one allowing PFI companies to transfer ownership to tax 
havens. 

There are obvious governance and accountability issues surrounding the 
structure of the SFT company and there are uncertainties too about the 
impact of the change to new International Financial Reporting Standards 
which would make it more difficult to secure off-balance sheet treatment. The 
Welsh Water model has been pointed out as having similarities with the 
proposed SFT. However, UNISON has long criticised that in terms of lack of 
democratic control and we campaign strongly against a similar mutualisation 
of Scottish Water, which would essentially be privatisation. 

We note that Audit Scotland has pointed out the need for the proposed SFT’s 
"governance arrangements to be particularly robust given the public nature of 
the activities of SFT but bearing in mind the expected lack of direct 
government control". 

Conclusion 
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We are aware that members have concerns about how to fund investment in 
much needed new facilities such as schools. However, PFI/PPP has been a 
financial illusion or con-trick and more and more evidence of that is emerging. 
The prudent financial solution for tax-payers is to establish a new capital 
procurement regime as above, enabling most public bodies to develop 
essential infrastructure without the expense of PFI/PPP. In the longer term we 
would support an amendment to the Scotland Act to give the Scottish 
Government borrowing powers similar to other devolved administrations 
around the world. 
 
 
‘At What Cost’ is on the UNISON Scotland website at: 
www.unison-scotland.org.uk/comms/atwhatcostoct07.pdf  
 
UNISON’s submission to the Scottish Government consultation on the 
Scottish Futures Trust is at: 
 www.unison-scotland.org.uk/response/sftresponsemarch08.html
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