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Summary
With a growing interest in, and indeed a need for, effective 
partnership working between the public and private sectors, 
the RICS and Local Partnerships sponsored a research review 
of Local Asset Backed Vehicles (LABV). While such vehicles 
have existed for over a decade, there is a surprising absence of 
objective commentary on their achievements, the challenges to 
their creation and operation, and their potential future shape and 
direction	in	the	context	of	the	financial	and	economic	environment.

This	paper	aims	to	present	some	facts	and	figures	coupled	with	
the views of entrants in the market at present or those watching 
actively from the side lines. If it also stimulates more active debate 
among interested parties and helps to generate a new wave of 
partnership models, it will have achieved on its aim.

The approach taken by the research team was to review 
publicly available documentation and enter into discussion  
with a number of public and private sector participants to 
existing LABVs, and those considering the creation of LABVs. 
The views of several advisors in the market were also captured.

The	principal	findings	and	conclusions	are	summarised	below.

LABVs and their evolution

A LABV is a distinct legal entity, typically characterised by  
equal shares and equal representation on the management 
board between the public and private sectors with a remit that 
is enshrined in an agreed business plan. In return for the public 
sector transferring its assets into the partnership, the private 
sector	partner	will	inject	finance,	technical	expertise	and	a	
capability to deliver. In reality, the contributions of the parties  
are more complex and diverse.

Several of the earlier LABVs entered into by regional development 
agencies were created for a term of 10 years, whereas more 
recent vehicles have a shelf life of 20 years. This reflects the 
different purposes of the vehicles and the associated risk and 
reward	profiles.

The evolution of LABVs has been at a measured pace – the 
relatively slow rate of take-up is due to a number of factors, 
including the perceived cost and complexity of creation, a 
small pool of advisors with relevant expertise, the challenges 
of implementing change in the public sector, the attachment 
that organisations have to real estate and the challenges in 
quantifying	benefits	in	advance	of	procurement.	

Whether the term LABV is appropriate or indeed strictly relevant 
for the recent partnerships is for debate – there are mixed views 
on the need to update the term. History shows, however, that 
the concept has already been provided with a range of terms 
and acronyms. An observation about the current title is that the 
creation of a vehicle is simply a mechanical process – a key to 
success is the creation of a partnership.

Objectives

It is possible to categorise the 14 LABVs that have been examined 
into four categories according to the principal purpose of the 
vehicles. The categories are management, development, town 
centre	regeneration	and	operational.	The	first	three	are	self-
explanatory while the latter category comprises vehicles that 
were created to enhance assets directly related to the operational 
activities of British Waterways and Network Rail.

A recent trend has seen flexibility being built in at the procurement 
stage to allow LABVs to provide a wide range of services and to 
provide those services to a pool of public sector bodies. In effect, 
the LABV becomes a preferred supplier whose services can be 
drawn down as and when required.

Despite the variety of detailed objectives of LABVs, they are 
all ultimately responsible for generating economic activity and 
delivering	financial	benefit	to	the	procuring	authority	which	would	
otherwise not happen, or might happen but at a slower pace.
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Outcomes

There is much evidence of outputs being delivered. These have 
included new industrial and business space or town centre sites 
being regenerated, and several public sector representatives were 
very positive about the additionality brought about by the new 
vehicles. Commerciality has been injected, a sense of urgency 
created and a sharp focus on delivering outputs has been built up. 

External factors such as the property recession and a squeeze on 
lending have combined to impact on the achievement of targets 
in LABV business plans. So there is an incomplete picture of the 
outputs and outcomes of LABVs and their success.

Challenges and improvements

A comprehensive list of challenges to the further  
development of LABVs has been assembled –  
while many relate to the process of procurement,  
others have their origin in the organisation and  
culture of public sector bodies. A range of  
process improvements is proposed  
which concentrates on the  
pre-procurement and  
procurement phases. 
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The future

Beyond ‘more of the same’ it is predicted that LABVs will be 
created for a multitude of purposes. The widening remit will 
include the rationalisation of assets, management and disposal 
of	surplus	assets,	the	delivery	of	operational	efficiencies,	the	
provision of infrastructure and place making.

New approaches to funding will also emerge reflecting the 
aspirations of localism and the portfolio of opportunities such  
as Tax Increment Financing, Community Infrastructure Levy, 
JESSICA, HRA Self-Financing and the New Home Bonus. 
At the same time, the private sector will innovate and bring 
forward	new	sources	of	funding	to	help	fill	the	growing	gap	
between	public	sector’s	financial	capacity	to	deliver	and	the	
needs of communities.

Selecting	a	partner	within	the	confines	of	a	long-term	contract	
brings with it both advantages and disadvantages. While the 
partner	may	achieve	best	fit	for	the	projects	and	programmes	
currently in the pipeline, is that partner the most appropriate 
for those unplanned and unexpected initiatives? The constant 
requirement over time will, however, be for a commodity in the 
form	of	finance	and	this	can	be	wrapped	with	the	very	specific	
skills, capacity and delivery expertise as and when needed. 
Such a scenario points towards a partnership founded on the 
availability of a funding stream that delivers capital as and 
when	the	partners	see	fit.

Conclusions

As an overall conclusion, it is reasonable to state that LABVs 
have proved themselves to be successful in delivering change 
and some of the criticisms levelled at LABVs can also be 
levelled at traditional approaches to procurement. While 
one can attempt to judge the success of a LABV one or two 
years into its life, the long-term nature of the challenges to be 
addressed through a LABV, such as urban regeneration and 
reshaping the perception of a town or city, requires an equally 
long-term perspective to be taken of performance.

Market forces and economic circumstances will foster a new 
wave of LABVs and other vehicles to fund the delivery of 
outcomes. With a widening market of advisors, the assembly 
of central ‘knowledge pool’, increased collaboration between 
members of the public sector, a forum for the exchange of 
views between the public and private sectors, a targeted 
approach to competitive dialogue when adopted, and the 
scope to fast-track the procurement of private sector capital 
and expertise, the future for public private partnerships 
founded on property assets looks promising. 
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Introduction
The All Party Urban Development Group launched an inquiry in 
August 2011 into how local authorities can better use their property 
assets to unlock development and boost economic growth.

The	first	of	several	questions	posed	by	the	inquiry	was:

“Asset-backed vehicles such as LABV have been widely touted 
as an effective way to combine public sector assets with private 
sector expertise, yet relatively little use has been made of such 
vehicles. Why is this? And what are the barriers to their  
future utilisation?”

Several months earlier, the RICS and Local Partnerships 
embarked on a project to shed some light on the progress and 
achievements of the LABV. It was apparent to both the RICS 
and Local Partnerships that an increasing number of local 
authorities were exploring ways of entering into partnership with 
the private sector to help deliver targeted outcomes within their 
communities. Financial constraints have forced the hand of local 
authorities to consider funding and delivery mechanisms that 
may have been unthinkable a year or two ago.

It was also clear that a shortage of objective commentary on 
the achievements of partnerships, along with observations on 
the challenges, pitfalls and success factors, was holding back 
progress. An indirect consequence of this shortfall was the 
natural	tendency	for	myth	and	rumour	to	fill	the	gap.

The purpose of this paper is to:

•	 trace	the	emergence	of	LABVs
•	 comment	on	the	outcomes	achieved
•	 	explore	the	challenges	in	creating	and	operating	such	 

a vehicle; and
•	 predict	how	the	market	may	evolve.

The	findings	and	conclusions	set	out	in	the	paper	are	informed	
by discussions with representatives from a number of public and 
private sector participants in LABVs and those considering entry 
to the market. In addition, a number of advisors in the market 
were consulted. A full list of consultees is included in Appendix A.
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What is a LABV?
Key characteristics

The characteristics of a LABV generally include:

•	 	a	medium	or	long	term	partnership	or	joint	venture	between	
a local authority and a private sector investment partner – 
however, some of the earlier LABVs were entered into by 
Regional Development Agencies, and LABVs in the health 
sector (also known as Strategic Estate Partnerships) have 
been established recently. The term ‘local’ is also slightly 
confusing given the dispersed portfolios of the RDAs,  
British Waterways and Network Rail

•	 	the	use	of	assets	to	raise	funds	which	are	then	directed	towards	
a programme of investment projects – in some instances, the 
assets are investment or non-operational assets allowing 
rental streams to be capitalised

•	 	the	public	sector	contributing	property	assets	while	the	private	
sector contributes funding, a capacity to deliver and expertise 

– as discussed later, the public sector can contribute much 
more in practice than just its assets, and

•	 	a	50/50	deadlocked	partnership	crystallised	in	the	form	of	a	
new corporate entity with both risk and reward being shared. 
Some recent transactions have sought to protect the public 
sector from risk so far as possible while also allowing it to  
reap some of the rewards of success.

Although this appears to create a mould within which a 
relatively standardised product is created, the reality is 
somewhat different. Each public body has its own challenges, 
priorities, attitude towards risk and assets. Whereas a PFI 
contract and the subsequent design for, say, a court or hospital 
building could be ‘modularised’ to some extent irrespective  
of the location and the identity of the public sector partner, a 
long-term partnership for the long-term regeneration of a town  
or cluster of communities must be reactive and responsive to 
local circumstances. Furthermore, these circumstances and 
priorities may change over time requiring a flexible response 
throughout the duration of the contract.

In the light of the above, many consultees have commented 
on	the	danger	of	a	‘one	size	fits	all’	approach	to	the	creation	
of LABVs. Despite this claim for individuality, it is evident that 
clusters of LABVs have been created around common purposes. 

Table 1 summarises core data for a range of projects that 
are	commonly	classified	as	LABVs.	A	number	of	expanded	
case studies are included in Appendix B that highlight further 
details of the original vision and chart the progress to date.
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Duration 
(years)

Date Name Public sector Private sector Value1 Purpose

15

5-10

10

10

10

25

10

10

15 – 20

15

20

20

20

20

2002

2004

2005

2006

2007

2008

2008

2008

2009

2009

2010

2010

2011

2011

ISIS Waterside 

Regeneration

B4B

Blueprint

Space 

Northwest

PxP

CCURV

Tunbridge Wells 

Regeneration 

Company

Solum 

Regeneration

Skypark

Onsite North 

East

Aylesbury Vale 

Estates

Daresbury 

Science and 

Innovation 

Campus

Bournemouth 

Town Centre 

Master Vision 

LABV

Torbay LABV

British Waterways

One North East

EMDA and English 

Partnerships (now 

HCA)

North West RDA

Advantage West 

Midlands

Croydon Council

Tunbridge Wells 

BC

Network Rail

Devon County 

Council

One North East

Aylesbury Vale 

DC

Halton BC, North 

West RDA and 

STFC

Bournemouth BC

Torbay Council

AMEC (now 

MUSE 

Developments) 

and igloo

UK Land Estates

Igloo

Ashtenne 

Industrial Fund

Langtree

Laing

Laing

Kier

St Modwen

Langtree

Guildhouse

Langtree

Morgan Sindall 

Investments

McAlpine and 

Deeley Freed

£50m

£155m

£45m

£140m

£64m

£450m

£150m

£500m

£210m

£25m

£3.6m  
p.a.

£350m 

– £500m

£500m

Regeneration of 10 key canalside assets 

in Glasgow, Birmingham, Manchester, 

Leeds and London subject to options in 

favour of ISIS

Management of investment portfolio of  

1 700 properties spread over 49 acres

Management of investment portfolio and 

regeneration of assets including town 

centre sites and business parks

Management and development of 

portfolio of assets in Merseyside and 

Cumbria. Wide range of assets from 

small industrial units, through business 

parks	to	city	centre	offices

Management of investment portfolio of 

600 000 sqft and development of sites 

spread over 130 acres

Town centre regeneration focusing on 

small number of sites near station to 

reprovide civic accommodation and 

develop housing and other community 

facilities

Regeneration and development projects 

in Tunbridge Wells area with focus on 4 

towns, including reprovision of Civic 

Complex

Regeneration of railway station assets in 

south east of England with initial focus 

on 7 locations – schemes to include 

improvements	to	ticket	offices	and	mixed	

use developments

Development of site at Exeter airport for 

1.4m sqft business park

Regeneration of Tees Valley through site 

development and management of 

industrial estates. Focus on sites and 

assets requiring investment before taking 

to market

Core purpose is management of, and 

investment in, a mixed portfolio of 

non-operational assets 

Development of 1m sqft of space for 

science and technology organisations on 

existing campus

Support to deliver the council’s Town 

Centre Vision across 17 sites and spread 

over 16 hectares – to be developed for 

residential, commercial and mixed uses

Regeneration of town centre sites for 

range of commercial and residential uses 

–	5	sites	identified	for	Phase	1	and	4	for	

Phase 22

1The estimated Gross Development Value of the completed development(s), the value of the assets upon transfer or the annual rental income produced.
2At the date of publication of this report, the Torbay LABV is being renegotiated with another party.

Table 1: LABVs – core facts and figures
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Categorisation of LABVs

The nature of the assets and the purposes of the vehicles have 
been considered. It is possible to cluster the transactions in 
Table 1 according to their prime purpose bearing in mind that 
some LABVs were created to address a number of objectives 
simultaneously – see Table 2. 

Two of the three ‘development’ LABVs are focused on single 
sites, while Onsite North East targeted various locations in the 
Tees Valley. The single site LABVs are built on strong foundations 
to the extent that Skypark had received planning consent 
for business use prior to the creation of the partnership, 
and Daresbury was an established and successful science  
and technology park but with latent potential for growth.

Four	of	the	five	‘management’	LABVs	were	entered	into	by	RDAs	
with Aylesbury Vale Estates being a local authority inspired 
vehicle created to sustain and manage the investment estate that 
delivered a substantial and vital revenue stream to the authority. 
The duration of these vehicles, typically 10 years, reflects the risks 
and rewards inherent in the vehicles. With a duration of 20 years, 
the	Aylesbury	Vale	Estates	vehicle	anticipates	investing	significant	
sums of money in the upgrading and improvement of the existing 
assets, and the recycling of proceeds into new investments. 

The ‘operational’ LABVs are characterised by being geographically 
dispersed but are inextricably linked to the operational assets of 
the organisations. The ISIS Waterside Regeneration partnership 
initially	targeted	its	efforts	at	strategic	canalside	sites	in	five	
key cities throughout the UK, whereas Solum Regeneration was 
established to enhance the operational stations and regenerate 
sites in proximity to seven train stations. Both partnerships have 
flourished and are now taking forward proposals for a wider 
spread of sites and buildings.

Finally, the ‘town centre regeneration’ LABVs are typically of 
longer duration and founded upon a plan to deliver an integrated 
programme of activity over several years. The business plans 
of the partnerships will typically reflect corporate plans of the 
councils to tackle urban areas in a comprehensive manner with 
community facilities and public realm being ingredients in the 
overall solution. The Croydon LABV has also included operational 
accommodation within the mix of outputs.

The timing of LABV creation is a material factor in any 
retrospective assessment of performance as discussed later  
in this paper. For the moment, Figure 1 sets out a ‘timeline’  
of LABVs according to the categorisation in Table 2 but also  
with reference to the property cycle.

2The term ‘operational’ refers to the fact that the LABV assets comprise, or are incidental to, the core operational assets of the public body
3Blueprint is a hybrid comprising a mix of investment assets and development sites

Table 2: LABV types

LABV type Examples

Development Skypark 

Onsite North East 

Daresbury Science and Innovation Campus

Management B4B 

Blueprint3 

Space Northwest 

PxP 

Aylesbury Vale Estates

Operational2 ISIS Waterside Regeneration 

Solum Regeneration

Town centre  

regeneration

CCURV 

Tunbridge Wells Regeneration Company 

Bournemouth Town Centre Master Vision LABV 

Torbay LABV
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Figure 1: LABV timeline
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What’s in a name?

The collective term (or acronym) for the assortment of 
partnerships described in this report has evolved to become 
LABV having gone through various evolutionary cycles.  

The alternatives that have come and gone include:

•	 	P4	–	the	ISIS	vehicle	was	termed	a	property	public	private	
partnership or P4 for a period of time

•	 	LIBV	–	the	acronym	stands	for	Local	Investment	Backed	
Vehicle to distinguish those transactions where assets did  
not transfer into the partnership at day one but were subject  
to options

•	 	PIP	–	the	Property	Investment	Partnership	was	a	term	 
used to describe the Aylesbury Vale partnership; and

•	 	PRP	–	partnerships	focused	on	regeneration	as	opposed	
to, say, asset management have been termed Property 
Regeneration Partnerships.

Is it time to establish and stick to an alternative description of 
the partnerships? Some consultees felt that the acronym LABV 
may be associated with particular partnerships which bear little 
relation to their proposals. It is also clear that some partnerships 
which acquired the title of LABV are far from local. Perhaps the 
simple	term	‘Property	Partnership’	is	sufficient	to	describe	the	
long-term nature and intention of the parties – that being to 
create a partnership rather than merely a vehicle. 
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Local Asset Backed Vehicles

Rationale for creation of LABVs
Discussions with consultees and a review of available literature 
have revealed a multiplicity of reasons behind the creation of  
the	LABVs.	Even	within	the	same	category	of	LABV,	as	defined	 
in Table 2, it is possible to clearly distinguish the overarching 
purpose or purposes behind each LABV. While Table 1 and Table 2 
refer to a sample of established LABVs, research has extended 
to several authorities contemplating the establishment of a LABV. 
Their thinking and expectations are referred to in this section.  
In addition, the commentary below includes reference to other 
joint venture partnerships that may not be commonly referred  
to as LABVs but contain certain characteristics in common  
with a LABV.

The principal reasons behind the creation of LABVs are  
listed below.

•	 Human	resource	shortfall
  –  Advantage West Midlands published its ‘Asset and Liabilities 

Transition Plan’ in January 2011 setting out its proposals 
for the winding down of the agency. Within the document, it 
commented on the rationale behind the creation of its LABV:

 “ In 2007, the Agency identified a number of its assets, which 
due to changed economic circumstances and priorities were 
no longer a strategic priority for land and buildings investment. 
They were either sites with buildings on them, where the 
Agency received rental return from occupiers (investment 
sites); or smaller sites which required investment and work  
to make them ready for the market (development sites).  
Given the focus on the Agency priority investments (especially 
Impact Investment Locations), the Agency didn’t have the 
people resource to put in to manage and develop these. 
Therefore, in order to secure best value from them, and enable 
them to be made available for business use, the Agency 
needed to bring in private sector expertise. This would allow 
these sites to be either managed and let or brought forward  
in a coherent way, at a speed that suited the market, rather 
than to meet the Agency’s available staff resources.”

   
	 	–		Aylesbury	Vale	DC	had	identified	that	the	profile	of	its	

internal asset management team did not match that 
required to proactively identify and implement initiatives to 
increase revenue and ‘work’ the non-operational estate in a 
comprehensive manner. The extensive estate was also in need 
of investment and a planned upgrade programme. Given the 
relatively high proportion of revenue generated from the non-
operational estate, the council felt it needed to bring about  
a step change in the way its portfolio was managed

•	 Holistic	regeneration
        –  Bournemouth BC entered into a LABV to help kick start 

regeneration of the town in an integrated manner. Faced 
with a decline in tourist numbers and economic activity, the 
council’s Town Centre Vision comprises a blend of objectives 
relating to, for example, improving the tourism offering, 
enhancing the public realm, creation of new homes, provision 
of a mix of town centre uses, and sustainable development

  –  Croydon Council’s CCURV was created to deliver a 
programme of projects in and around the town centre 
including a new Public Service Delivery Hub, leisure  
facilities and affordable housing

  –  Portsmouth City Council is, at the time of preparation of 
this paper, assessing the viability of a LABV. The concept 
is closely linked to the council’s vision for the city. In its 
strategy for the regeneration of the city as a whole, entitled 
‘Shaping	the	Future	of	Portsmouth’,	it	is	confirmed	that	the	
council will:

  
  “…attract major developers to form a development partnership 

(possibly via a local asset backed vehicle) to deliver key sites.”
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•	 			Address	market	imperfections
 –  EMDA created the Blueprint LABV to address imperfections 

in the market but not complete market failure. In other 
words, it concentrates on projects where the mainstream 
private	sector	would	have	difficulty	in	delivering	the	desired	
outcomes	of	the	RDA.	A	sufficiently	long-term	perspective	
was required that would allow the cross-subsidisation of 
marginal	projects	by	more	profitable	schemes

 –  English Partnerships entered into a partnership with Langtree 
in 1999 to create Network Space. With a remit to help 
revitalise	former	coalfield	areas,	the	51:49	partnership	created	
and managed an extensive investment and business space 
portfolio but also developed new industrial and business 
accommodation in locations where speculative development 
was uncommon

 –  The City of Edinburgh Council takes a view that it should 
intervene in the market (via a LABV if created) only when  
there	is	evident	failure	and/or	the	Council	wishes	to	take	
forward	‘difficult’	sites	for	regeneration	–	otherwise,	the	 
market should be left to equalise supply and demand

•	 Risk	transfer
 –  Although not phrased as such when One North East created 

Onsite North East, a direct (or indirect) objective was the 
transfer of risk to the private sector. From being a major 
provider of business accommodation in the North East, the 
agency shifted its priorities – a stated objective of Onsite  
North East was:

  “…to encourage the private sector to be the main enabler  
  of business property.”

•	 Desire	for	greater	commerciality
  –  The North West RDA created Space Northwest in conjunction 

with the Ashtenne Industrial Fund. The fund had a long track 
record investing in and managing multi-let industrial estates. 
The	agency’s	portfolio	was	typified	by	small	units	in	the	
range of 1 000–5 000 sqft and relatively high void rates 
reaching up to 34%. The partnership’s strategy was to use 
its in-house resources in favour of external agents for certain 
activities to deliver a more responsive service, and to target 
a void rate approaching Ashtenne’s average of 9%–10%

	 	–		Several	RDAs	agreed	that	there	were	benefits	in	clarifying	
and streamlining the roles of those formerly engaged in a wide 
range of asset management activities – it was stated that the 
transfer of personnel to a partnership allowed a sharper focus 
to be taken on commercial opportunities unaffected by wider 
socio-economic	concerns.	One	RDA	confirmed	that	this	new	
commerciality was to a degree imposed by the necessity to 
increase rental income to help repay the debt created when 
the partnership acquired the assets

•	 Financial	investment
  –  The Daresbury LABV was created in support of a clear 

objective of the campus owners. In 2007, Daresbury  
SIC Ltd stated its desire to:

  
  “…develop and implement a long-term plan to grow the 

‘Science Park’ activities through private funding.”

  –  Oxford City Council appointed a ‘co-investment partner’ in 
2011 to help bring forward the development of a substantial 
site on the outskirts of the city. The site at Barton extends 
to 90 acres and is regarded as a major opportunity for new 
housing development. A partner was sought to fund the 
extensive infrastructure costs and then work in partnership 
with the council to bring forward serviced sites to the market 
for development. The joint venture created may be used as  
a vehicle to enable other developments throughout the city. 
In common with Skypark, a positive planning framework was 
in place before a partner was sought 

•	 Value	capture
  –  British Waterways was concerned that its efforts to enhance 

the environment in the immediate vicinity of the canal 
network	was	not	being	captured	sufficiently	in	the	form	of	
improved asset values. Instead, neighbouring landowners 
were	realising	the	benefits	of	the	public	body’s	investment 
in its operational estate. ISIS was created to help realise  
and reinvest proceeds from the development and disposal  
of canalside property assets

  –  Network Rail owns a substantial portfolio of property at 
railway stations. The core purpose of the organisation is not 
however the redevelopment of these assets to capture their 
latent value. Solum Regeneration was created to focus its 
attention on the maximisation of value inherent in the station 
property assets and those in Network Rail’s ownership 
immediately adjoining the stations
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Inputs

The diagram below portrays the ‘traditional’ vision of the LABV 
model whereby, in return for depositing property assets into the 
partnership,	the	private	sector	contributes	its	financial	muscle,	
technical expertise and innovation.

              

Evidence however suggests that the inputs are more complex 
and the implications for creating and sustaining a partnership 
are profound.

A wider perspective of the expected contribution of the public 
sector	identifies	the	following	additional	ingredients.

•	 	Clear	and	meaningful	vision	–	a	private	sector	partner	
highlighted the importance of the vision, translated into 
meaningful aspirations and proposed actions. However,  
the vision must be supported by evidence of deliverability  
and be linked to key corporate objectives of the authority

•	 	Strong	and	consistent	leadership	–	given	that	the	creation	 
of	a	LABV	may	require	some	difficult	and	one-off	decisions	
to be made by an authority, several bidders have highlighted 
the	criticality	of	leadership.	It	needs	to	be	sufficiently	strong,	
but also consistent over time and throughout the executive 
hierarchy. An authority where power is split between two 
or more parties is not conducive to consistent leadership 
according to one private sector partner

•	 	Political	insight	–	politics	within	the	local	public	sector	
inevitably has its complexities and subtleties. The public 
sector partner was seen by some bidders as the key to 
understanding local political dynamics, and the means to  
more effectively exerting influence at a political level. While 
political insight was regarded as a key output from the 
partnership, more than one private sector partner was anxious 
to point to the need for a separation between political and 
executive decision-making – in short, the LABV should be free 
from day to day political interference but capable of drawing  
on political support when needed

•	 	Long-term	perspective	–	a	local	authority	representative	
commented that the election cycle was a barrier to allowing  
or	encouraging	council	members	to	take	a	sufficiently	long-
term perspective required to procure and operate a LABV

•	 	Corporate	approach	to	asset	management	–	many	local	
authorities still operate under a framework of departmental 
‘ownership’ of property assets. The absence of a truly 
corporate approach to asset management was recognised 
by an authority as a constraint to the pooling of its property 
resources and bundling of its requirements to be delivered  
by an arm’s length organisation

•	 	Appetite	for	partnership	–	one	successful	bidder	for	a	LABV	
indicated that an early and key ‘test’ for the viability of potential 
deals is the bidder’s perception of the public sector body’s 
genuine appetite for partnership, adding that behaviour may be 
a more pertinent indicator of appetite than any corporate words. 
Another bidder differentiated the public sector bodies that 
procure projects from those procuring partners

•	 	Strong	programme	management	capabilities	–	once	the	
procurement process commences, it is in the interest of all 
parties to proceed with appropriate speed tempered with 
caution. Some public sector representatives admitted that their 
approach to competitive dialogue could have been improved by 
a clearer focus on the required outputs of the process. Torbay 
Council was able to expedite its procurement process through 
the	timely	sharing	of	final	bid	evaluation	questions.	Once	
operational, a number of consultees pointed out the need for 
the LABV to be driven by a management team that includes 
public	sector	representatives	of	sufficient	authority	and	
accountability to drive forward a programme 

Figure 2: Contributions of partners – traditional model

LABV

Public sector
– Property assets

Private sector
– Finance

– Expertise

– Ideas
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•	 	Robust	but	flexible	contract	management	–	several	consultees	
from both the public and private sectors noted the need for 
effective contract management skills. Since some of the more 
recent LABVs are akin to frameworks in some respects, as 
discussed later in the paper, there is an onus on both parties 
to be proactive, flexible, opportunistic and imaginative in 
using the partnership’s resources to best advantage. One 
public sector representative observed that the ethos of the 
partnership will be determined at a very early stage and the 
ethos will drive behaviours. A distinction was made between 
wrapping a contract around an existing estate to dictate 
the way it is managed, and the more constructive option of 
creating a flexible partnership that happens to have access to 
an estate at day one to manage and develop. Robust contract 
management was viewed as a two-way process to the extent 
that both the internal clients (e.g. occupying departments) and 
the private sector provider may need to be managed with a 
firm	hand	albeit	in	different	ways

•	 	Quality	of	advisors	–	some	bidders	observed	that	the	identity	
of the advisors was a material factor in considering the 
deliverability and viability of the bidding opportunity

•	 	Cash	–	the	public	sector	may	contribute	cash,	secured	through	
Prudential Borrowing or reserves, to help support the ‘up front’ 
investment required to enable development, or to support 
marginal schemes as they are taken forward during the 
contract term of the LABV

•	 	Ideas	–	it	was	appreciated	by	most	consultees	that	the	private	
sector should not be expected to have a monopoly on ideas 
and innovation and the partnership should allow good ideas to 
generate and flourish irrespective of their origin. On the other 
hand, there was a very clear expectation that the private sector 
would have the skills and experience to identify ‘off the wall’ yet 
deliverable opportunities – to innovate.

LABV

Private sector
– Finance

– Expertise

– Innovation

– Early commitment

– Demonstration of partnership

– Commerciality

Combined
– Strong leadership

– Long term view

– Appetite for partnership

– Programme management

– Contract management

Public sector
– Property and cash

– Vision

– Ideas

– Political insight

– Corporate asset management

– Quality of advisors

Figure 3: Contributions of partners – extended model
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To an extent, there are parallels with the expected set of wider 
ingredients that the private sector will bring to the table. For 
example, the leadership and ongoing contract management 
capabilities	of	the	private	sector	partner	were	identified	as	being	
key	to	success.	A	number	of	specific	private	sector	ingredients	
are listed below.

•	 	Early	commitment	–	one	public	sector	representative	noted	a	
link between prospective bidders that show early commitment 
to the process and investment in the prospective partnership, 
and successful bids

•	 	Demonstration	of	partnership	–	reflecting	on	the	ease	with	
which prospective bidders refer to intentions to work in 
partnership, a comment was made that bidders should be 
asked to demonstrate throughout the procurement process 
how they intend to put partnership into practice throughout 
the duration of the contract period

•	 	Commerciality	–	while	it	was	appreciated	that	the	injection	
and use of private sector systems and processes should drive 
through	efficiencies,	it	was	also	recognised	that	commerciality	
is a factor of organisational culture. The private sector is 
expected to help change the culture of its partner and ensure 
that	financial	outcomes	are	at	or	close	to	the	top	of	the	
partnership’s agenda at all times.

Some of the above ingredients for the public and private  
sectors are tangible and ‘measurable’ whereas others are  
more in the nature of behaviours, attitudes and processes.  
The ingredients also come into play at different times – some  
are clearly associated with the procurement process, some  
may be evident at pre-procurement, and others are more 
long-lasting and feature in the operational phase.

An adapted pool of ingredients is portrayed in Figure 3.
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Evolution of LABVs
The ability of partnerships to deliver a wider scope of services 
than originally envisaged, or to provide similar services to other 
public bodies, is subject to procurement law and is not covered 
in this paper. However, this section comments on the nature 
and extent of evolution of some of the LABVs to demonstrate 
the flexibility that has been procured. The extent of evolution 
that has taken place was, in some instances, unexpected but 
very welcome. In other instances, it is likely that the parties 
anticipated more growth or evolution than has taken place in 
practice	with	the	current	property	and	financial	recession	being	
‘blamed’ for the relative inactivity.

Some bidders have viewed recent LABV opportunities that have 
come to the market as an excellent method of developing a long-
term relationship with a client (or partner) out of which other 
business will emerge. Others have taken a more ‘black and white’ 
perspective and judged the opportunity at face value on the 
basis of the LABV assets alone.

By citing the wider possibilities in the initial OJEU notice, the 
public sector is not committing to provide a pipeline of work to 
its partner. Rather, it is creating the preferred supplier framework 
for the procurement of wider services if the need arises. The 
clear trend towards increased collaboration between public 
sector bodies at community level is also expected to drive the 
procurement	of	solutions	that	fit	the	needs	of	more	than	one	
organisation. In these circumstances, the potential opportunities 
for	the	private	sector	partner	are	significant	through	being	in	
effect a preferred supplier of services to a collection of public 
sector bodies.

Several examples of LABV evolution in practice are cited below.

•	 	The	Network	Space	LABV	entered	into	in	1999	was	charged	
with creating and managing a portfolio of industrial and 
workspace accommodation for SMEs extending to 500 000 
sqft. The partnership succeeded in developing approximately 
735 000 sqft of space spread over 22 sites and created over 
2 200 jobs. After eight years in operation, the original concept 
was extended. A £50m investment to launch six new Network 
Villages was launched in 2007, the purpose being to combine 
300 000 sqft of business space for start-up ventures with 
housing in sustainable communities. Although the initial term  
of the partnership was seven years, the partners agreed to 
extend both their relationship and the delivery model

•	 	The	ISIS	partnership	was	initiated	to	take	forward	the	
development	of	strategic	canalside	sites	in	five	cities	across	 
the UK. It is now revitalising 170 acres of land in nine towns 
and cities across the UK. The ISIS partnership has also 
spawned what might be termed a ‘second generation’ 
partnership, in this instance between Glasgow City Council 
and ISIS. The parties have created a joint venture to plan 
and implement a series of strategic initiatives along the canal 
corridor within the council’s boundaries. According to the 
council, this partnership is proving successful in bringing 
forward a coordinated series of social, environmental and 
economic initiatives that might not otherwise emerge 

•	 	PxP	was	created	in	2007	to	manage	an	existing	portfolio	but	
also to take over responsibility for bringing a number of sites 
to the market. In 2009, the partnership acquired a run-down 
industrial estate in Blackheath, the  
Excelsior Trading Estate. PxP has  
prepared proposals to regenerate  
the site, which had become an  
attraction to vandals for some time, 
with housing and industrial space.  
While English Partnerships had been  
considering the purchase of the site  
for several years, the creation of the  
partnership was considered to give  
the necessary impetus to complete the  
acquisition and move ahead with its  
transformation despite the arrival of  
the property recession
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•	 	Solum	Regeneration	acquired	a	remit	in	2008	to	regenerate	
and improve railway assets in seven nominated locations. 
After three years, the partnership is now progressing the 
development of 14 sites with a potential pipeline of work 
limited to an extent only by the resources available to the 
partners and the market opportunities throughout railway 
stations in the south east of England

•	 	Aylesbury	Vale	Estates	was	established	with	a	core	purpose	
of more effectively managing the non-operational estate of the 
council. While attending to this objective, the partnership’s 
resources have also been applied to bring forward development 
opportunities and provide project management expertise and 
input. Scope also exists for the partnership to take a wider role 
in the regeneration of the town centre.
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Planning for flexibility

Whereas some of the earlier LABVs may have grown organically 
and in the absence of a clear vision about the scale and 
trajectory of that growth, there would appear to be a greater 
incidence of long-term planning for flexibility in recent LABVs. 

Flexibility has two important and distinct dimensions for a  
LABV – flexibility to deliver wider services to the procuring 
authority, and flexibility to provide contracted services to a wider 
pool of public bodies. Some of the foundations for flexible and 
evolving LABVs for Torbay, Aylesbury Vale, Watford and Slough 
are	identified	below:

In May 2010, an award notice was published announcing the 
creation of Aylesbury Vale Estates. It refers to the broad range 
of services to be provided such as maintaining and enhancing 
existing portfolio revenue, property development, property 
rationalisation, disposals, acquisitions and “…supporting the 
Authority in respect of their other property requirements.” 

In terms of the place of performance of the services, the award 
notice	confirms	the	place	as	being:

“…the district of Aylesbury Vale, the county of Buckinghamshire 
and adjacent administrative areas.”

The Torbay OJEU from June 2010 notice contained the  
following wording:

“The PSP (through the LABV) may also be given the opportunity 
to develop other sites currently owned by the Council to further 
the key objectives. Further details of these possible sites are 
provided in the memorandum of information. This may include 
(though not limited to) developing all housing scheme projects 
in the Torbay area during the contract period. 

The PSP (through the LABV) may also be given the opportunity 
to develop additional new sites in the Torbay area acquired by the 
Council or the LABV to further the key objectives.”

A list of 12 wide-ranging services was also included in the OJEU 
notice	and	it	was	confirmed	that	the	listing	was	not	exhaustive.

In July 2011, an OJEU notice for the proposed Watford Health 
Campus	was	published.	It	confirmed	that	the	procurement	of	
a partner to develop a substantial site towards the west of the 
town was being taken forward by Watford Borough Council 
on behalf of itself and West Hertfordshire NHS Trust as joint 
contracting authorities. The notice states that the LABV will 
deliver,	among	other	things,	the	office	and	non-acute	facilities	
requires by the health trust. It continues by stating:

“…it is expected that the re-provision of acute hospital facilities 
are likely to be outside of these arrangements, but it may be 
possible that the arrangements with the LABV support the 
hospital development at a future date.”

Additional scope is provided to the LABV as follows:

“Subject to satisfactory performance and future circumstances, 
the Council may bring forward other regeneration opportunities 
in the borough to the LABV. The LABV/PSP may also be offered 
opportunities, as a business partner to [the trust] to support the 
redevelopment on other [trust] locations, specifically St Albans 
and Hemel Hempstead hospital sites.”

Slough Borough Council has recently considered the purpose 
and flexibility of a proposed LABV.  

It has decided that the core assets to be transferred into the 
LABV will be surplus assets, those deemed to be expensive to 
run,	unfit	for	purpose	or	with	potential	to	deliver	a	capital	receipt.		
However, it appears that the current intention is to avoid unduly 
limiting the potential scope of the LABV. A report to Cabinet 
dated 19th September 2011 states that:

“Over time it is likely that some current operational assets, school 
and Housing Revenue Account sites could present a potential for 
development by the LABV, hence all assets should be included 
in the LABV wrapper for the OJEU procurement to provide the 
potential for future development by the LABV Company.”
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The Outcomes
Success or not?

It is often asked if LABVs have achieved success. If success 
is measured solely by the creation of physical outputs or 
improvements in the performance of investment estates, the 
answer would probably be ‘yes’ on the basis of evidence such as:

•	 	the	provision	of	new	offices	for	Croydon	Council	and	the	
commencement of the Waddon scheme, a project involving 
the provision of a new leisure centre and affordable housing. 
The council’s Scrutiny and Overview Committee received 
a report in November 2010 that also highlighted the work 
in progress at that time to explore alternative uses for its 
Taberner House and the commissioning of a masterplan  
for the College Green site

•	 	the	improvement	in	performance	of	the	non-operational	
estates of the RDAs and Aylesbury Value DC, as measured 
by reductions in void rates and improvements in rental 
income streams. Within two years of helping to create the 
Space Northwest LABV, Ashtenne was reporting a 6% fall in 
void rates across the investment portfolio. The performance 
of another private sector partner in terms of managing the 
investment estate was described as “brilliant” by its public 
sector counterpart

•	 	the	injection	of	commercialism	and	a	financial	imperative	 
to engineer development on assets formerly owned by RDAs 
and on land allied to the infrastructure network of the canals 
and railways. The One North East Report and Accounts for 
the year 2009–10 recorded that: 

“Onsite North East, the £25m regeneration partnership between 
One North East and property investor and developer Langtree, has 
reported steady progress in its first year following a number of new 
development land deals. A dedicated North East office has been 
set up to manage the current portfolio, which comprises 23 sites. 
Commercial development on around 30 acres of land has since 
been secured.”; 
 
 and

•	 	in	a	similar	vein,	AWM’s	‘Asset	and	Liabilities	Transition	Plan’	
dated January 2011 noted that: 

“Unlike most of the property sector, PxP has been able to continue 
to progress schemes by continued land acquisition and securing 
planning consents. Construction of the only speculative 
industrial development in the region is due to commence.” 

On the other hand, some LABVs have experienced relatively 
slow progress attributable in part to the downturn in the 
property market over the last few years. While no physical 
development has been undertaken by the Tunbridge Wells 
Regeneration Company, a deal entered into shortly after the 
market ‘turned’, progress has been made in preparing sites for 
development by master planning and securing consents.

There is clear evidence that some vehicles have stimulated 
activity and speeded up the process of development and 
regeneration – the acquisition of Excelsior Trading Estate by 
PxP is a case in point. It is also likely that the nature, extent 
and pace of activity in terms of building and site development 
were materially impacted by the creation of joint venture 
vehicles	–	but	by	how	much	it	is	difficult	to	say.	A	contrary	view	
was expressed by one public sector representative who went 
so far as to state that an outsourcing of the management of 
the investment estate would have delivered at least the same 
level of performance from the portfolio as had been achieved 
through the creation of the LABV. The same representative 
indicated that tying up development sites with a single partner 
may have also deterred some inward investors that preferred 
the flexibility to buy and develop their own sites. A different 
representative commented that the burden of debt arising out 
of the acquisition of the public sector property assets had 
caused an unexpected change in behaviour by some asset 
managers, namely a resistance to compromise in the light  
of	an	overarching	desire	to	maximise	financial	returns.	

Success stories exist but there is also some evidence of 
dissatisfaction with the process and the outputs. 

Concluding on the scale of additionality delivered by LABVs 
overall is therefore impossible with any degree of certainty.  
The situation is not helped by the apparent absence of clear 
and regular reporting on the performance of LABVs and the 
added value they have created.

A traditional performance monitoring model would link inputs, 
outputs, outcomes and impacts as shown in Figure 4 below:

The  performance monitoring model can be applied to any 
project or programme pursued through a LABV, although  
long-term impacts may be less discernable within the lifetime  
of a short project.

Inputs

Outputs

Outcomes

Impacts

Figure 4: Performance monitoring
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For example, a ‘town centre regeneration’ LABV may 
demonstrate the following elements for use in a performance 
measurement regime:

A robust appraisal of the outcomes and impacts and their 
associated performance measures should help pinpoint those 
that	can	be	genuinely	defined	as	additional.	Extraneous	factors	
will of course impact on the nature and timing of outcomes 
and impacts and judgement is needed to isolate their impact.

In conclusion, LABVs would appear to have added value and 
delivered outputs, both planned and unplanned, that would 
not have emerged but for the combined efforts of those in the 
partnership. Despite this, some scepticism remains. Arguments 
for and against are not aided by the lack of robust data on the 
true additionality created by LABVs.

Myths

There are also myths about the cost and complexity of putting  
in place a LABV, although myths are frequently based on a 
degree of truth. As an indicator of the relative ‘ease’ by which a 
LABV can be put in place (subject to the necessary preparatory 
work	being	undertaken),	Torbay	Council	achieved	financial	close	
on its LABV within approximately six months from the date of the 
bidders’ day, and at a total cost of approximately £200 000 for 
external advisors. At the time of preparing this paper, Slough 
Borough Council estimates that the cost of external support 
required to procure its LABV will be £200 000. 

If the public sector is to share its knowledge, experiences, and 
contract documentation more widely, and advisors are able to 
draw readily on the efforts made to conclude previous deals, one 
of the perceived dangers to pursuing a LABV would be mitigated.

There is also some evidence of partnerships being put in place 
by local authorities without adopting the full OJEU procurement 
process. When Oxford City Council sought a co-investment 
partner in 2010 to invest up to £25m in enabling infrastructure  
for a 90 acre site at Barton, it avoided the need to follow the 
OJEU process (since it was not procuring works or services). 
The process adopted by the authority, termed a ‘bespoke 
competitive process’ in the Memorandum of Information (MOI), 
was akin to a traditional process by reason of a two-stage 
evaluation of submissions and the use of familiar evaluation 
criteria. However, the timescale to procure a co-investment 
partner was much reduced. It took six months from the date  
of	issue	of	the	MOI	to	the	identification	of	the	preferred	partner.

Element Performance measures include…

Inputs

Outputs

Outcomes

Impacts

Financial investment

Project and management expertise

Business planning and creation of vision

Construction activity

Development of commercial and residential accommodation

Improvements to public realm

Clearance	of	brownfield	sites

Provision of new infrastructure such as roads, walkways and utilities

Increased consumer expenditure

Enhanced biodiversity

New jobs created

Increase in level of locally generated taxes – council taxes and business rates

Establishment of tourist destination through broadening the offering

Reduction in crime statistics

Allied business established to support those occupying premises created

Incentive for further investment by third parties

Table 3: LABV performance measurement

Note:
1. Inputs – the resources used to create the outputs
2. Outputs – the tangible products delivered through the use of the inputs
3. Outcomes – short or medium term effects directly attributed to the outputs
4. Impacts – longer term direct or indirect effects and typically at a higher level and broader perspective than the outcomes
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Challenges and improvements
The	cost	and	complexity	of	creating	a	LABV	have	been	identified	
as	a	disincentive.	This	section	considers	more	fully,	in	the	first	
instance, the challenges from the perspectives of the public and 
private sectors that exist in the pre-procurement stage, during 
procurement and once the LABV is operational. Those listed 
have each been mentioned by one or more consultee.

Challenges

It is interesting to note the commonality among the challenges 
between the sectors. Open dialogue between parties on their 
respective challenges should help create trust and build a 
mutual understanding of the operating challenges. 

Some of the principal challenges facing the public sector are:

•	 	investment	in	lengthy	and	costly	processes	to	procure	a	
partner	at	a	time	of	uncertainty	and	financial	austerity	when	
the	returns	are	difficult	to	quantify	in	advance

•	 	organisational	inertia	–	change	allied	to	a	LABV	can	be	difficult	
to implement when more fundamental transformation of 
service delivery models are being considered or enacted

•	 	the	transfer	of	responsibility	for	the	delivery	of	certain	
services to a partnership vehicle, albeit one that is ‘controlled’ 
equally by the public and private sectors, will be regarded as 
outsourcing in some quarters

•	 	there	may	be	other	well-established	methods	of	contracting	
with the private sector to deliver the same or similar outputs

•	 	procuring	advisory	support	tailored	to	the	needs	of	the	
authority as opposed to replicating a solution from elsewhere

•	 	securing	political	commitment	and	broad	support	across	
senior management

•	 	managing	expectations	of	the	community	and	other	
stakeholders to help ensure realisation of the objectives  
of the LABV

•	 	finding	a	private	sector	partner	with	a	genuine	alignment	 
of interests; and

•	 	identifying	appropriate	resources	to	manage	the	contract	 
once the LABV goes live.

Representatives from the private sector have referred 
to a number of both similar and different challenges:

•	 	procurement	process	and	consequent	cost	of	bidding	 
that is disproportionate to the potential rewards

•	 excessive	bid	requirements	and	unduly	lengthy	dialogue

•	 political	stability	and	an	absence	of	political	intervention

•	 	frustration	with	the	‘democratic	process’	and	its	impact 
on the speed of decision-making

•	 	understanding	the	propensity	of	the	potential	public	sector	
partner to enter into an effective and long-term partnership

•	 	perception	that	smaller	suppliers	will	be	prejudiced	in	favour	 
of larger contractors and developers; and 

•	 	sufficiently	long	contract	period	to	ride	the	property	and	

economic cycles.
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Improvements

There are clearly frustrations within the public and private sectors 
concerning the process of procuring a LABV. The suggested 
improvements tend to focus on aspects of procurement but 
some relate to a more fundamental concern, namely that of poor 
market data on performance and limited sharing of experiences 
to inform decision-making. Addressing the challenges referred 
to on page 23 will also, in some cases, indirectly lead to 
improvements to the process.

The suggested process improvements are summarised below:

•	 	OJEU	notice	with	sufficient	flexibility	(within	the	confines	 
of procurement law) to allow a broad range of services to  
be provided, and for those services to be available to more 
than one public body

•	 	clarification	of	range	of	opportunities	to	procure	a	long	 
term, joint venture partner without the requirement to  
adopt OJEU procedures

•	 	wide	soft	market	testing	of	ideas	with	potential	suppliers,	 
but	in	the	context	of	a	sufficiently	clear	idea	of	the	principles	
and objectives that are to be held onto 

•	 	open	exchange	of	knowledge	and	lessons	learned	among	
those public bodies that have entered into a LABV and  
those contemplating such a partnership

•	 	review	of	SDLT	implications	of	property	transfer	to	partnership

•	 	comprehensive	due	diligence	on	the	assets	to	be	transferred	
to the partnership

•	 	sharing	with	bidders	details	of	the	expected	outcomes	from	the	
bid process, including evaluation questions, as early as possible

•	 effective	technical	support,	both	internal	and	external

•	 	early	planning	for	the	competitive	dialogue	process	including	
obtaining absolute clarity on where the boundaries lie for 
negotiation purposes

•	 targeted	dialogue	to	ensure	a	focus	on	important	matters

•	 	understanding	during	dialogue	how	the	outcomes	of	the	 
LABV will be measured; and

•	 	open	book	accounting	of	costs	and	performance	measurement.

Procurement

Procurement law is a highly specialised arena and one that  
can be subject to fluctuation as cases are decided and received 
wisdom	is	confirmed	or	overturned.	

Authorities contemplating a disposal of property assets to 
achieve a particular outcome should consider the following:

•	 	a	straight-forward	sale	of	land	by	a	public	body	is	not	subject	
to EU public procurement regulations. However, a sale 
without	any	associated	obligations	may	not	provide	sufficient	
safeguards to an authority that wishes to exercise some 
influence over the nature and timing of development

•	 	procuring	a	partner	to	carry	out	works	through	the	mechanism	
of a development agreement might be seen as a fast track 
route to market to secure an outcome over which an authority 
has some control. However, a sale coupled with an obligation 
on the buyer to carry out works may be caught by the 
regulations depending on the nature and value of the works

•	 	in	2008,	the	‘Roanne’	judgement	caused	great	concern	
within the regeneration community. The case concerned the 
disposal of surplus land by a French local authority subject 
to a development agreement. The European Court of Justice 
declared that an authority is procuring public works where 
it	has	specified	what	had	to	be	done	on	site	to	meet	its	
regeneration objectives. It was considered irrelevant whether 
the	works	specified	were	to	belong	to	or	be	used	by	the	public	
or private sector and, when assessing the value of the project  
for advertising purposes, the value of the entire scheme 
should be considered irrespective of the nature of the  
scheme (i.e. predominantly public or private sector) 

•	 	following	a	ruling	by	the	European	Court	of	Justice	in	2010	 
on the Muller case, which overturned a preliminary opinion 
made in the previous November, it appears that the disposal  
of land subject to a development plan in which a council has 
had a key role in developing does not necessarily have to  
be procured through OJEU as a ‘public works contract’.  
The procurement rules would only apply where works are 
being carried out for the procuring authority’s “direct economic 
benefit”	and	where	the	authority	has	defined	the	works	in	a	
way that goes beyond the mere exercise of planning powers
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•	 	in	June	2011,	the	European	Court	of	Justice	was	responsible	
for	a	further	significant	judgement,	this	time	relating	to	urban	
development regulations laid down by the Valencia regional 
government in Spain. The regulations enable ‘integrated  
action programmes’ to be awarded to developers.  
The European Commission commenced infringement 
proceedings against Spain claiming that the authority  
was procuring public works and should therefore have 
followed the public and should therefore have followed the 
public procurement regulations. However, the European  
Court of Justice held that the purpose of the contract to  
deliver an ‘integrated action programme’ was not to deliver 
‘works’ – it was to prepare a development plan, consolidate 
land	ownership	if	necessary,	finance	the	cost	of	works	and	
procure a contractor and these activities were felt to be 
precursors to development. Spain case reaches a directly 
contrary conclusion to that reached in the ‘Roanne’ case 

•	 	the	European	Commission	continues	to	pursue	authorities	 
in the UK and mainland Europe which it believes are 
infringing the procurement regulations in relation to 
development agreements

•	 	public	authorities	and	their	preferred	development	partners	
need to be certain that their proposed agreement falls outside 
the procurement regulations before concluding an agreement 
that was not subject to an OJEU notice and competition 

•	 	Voluntary	Transparency	Notices	may	be	used	to	explain	why	
no prior competition was held. For example, on the disposal 
of land by way of a long leasehold, Ryedale District Council 
sought	the	publication	of	a	notice	in	May	2011	confirming	its	
approach	to	disposing	of	its	interest	and	confirming	that	the	
contract of sale will not oblige the purchaser to carry out any 
development.	It	continues	by	confirming	that	any	works	that	
may	be	carried	out	will	be	to	the	buyer’s	specification	rather	
than that of the authority

•	 	a	desire	to	procure	a	partner	or	purchaser	with	the	direct	aim	
of carrying out works would appear to steer authorities in the 
direction of strict adherence to EU procurement regulations.

Unlike the procurement of works by a public body, the 
procurement of a funding partner, as adopted by Oxford City 
Council, is not subject to EU procurement regulations and  
can constitute a critical enabler of regeneration activity.
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The future
What will the future look like? There appears to be a degree 
of momentum in political quarters for the creative use of 
partnerships between the public and private sectors as 
demonstrated below.

Political momentum

In Scotland, the government recently issued a discussion 
paper on the mechanisms available to support regeneration. 
Recognising that several councils had begun to explore the  
use of LABVs, it noted the following: 

“We are aware that other councils are considering the feasibility 
of setting up a LABV to coordinate and manage delivery of 
economic development or to secure borrowing against assets 
held for use in other council activities. We are interested to  
hear from councils as plans develop.”

The Scottish Futures Trust has also recently commissioned 
research into the range of tools to inject further commercialism 
into the management of the public sector estate, and this 
includes the use of LABVs.

Earlier this year, the Treasury flagged up LABVs as but one  
of a number of alternative funding models for the provision  
of public infrastructure.

“The Treasury should consult on the possibility of using other 
financial models, including the Regulatory Asset Base (RAB) and 
Local Asset backed vehicles (LABV), as a way of financing capital 
projects in competition or in preference to PFI.” 

The recent criticism of PFI as a delivery model by the National 
Audit	Office	and	the	Commons	Public	Accounts	Committee	as	
a delivery model will lend further weight to any viable alternative, 
and bring LABVs, TIF, Regulated Asset Base and other ‘new’ 
models into sharper focus.

The coalition government’s Local Growth White Paper (October 
2010)	flagged	up	several	initiatives	to	decentralise	the	financial	
management and decision-making within local government while 
highlighting the pivotal role local authorities have in driving the 
pace of economic development in their communities. It stated:

“Local authorities have a critical role to play in supporting 
the economy of their area and have a wide array of levers at 
their disposal, which can support or indeed inhibit the area’s 
comparative advantages and business’ ability to compete.”

In relation to the use of public sector property assets,  
it continued:

“Key roles include…using their significant land assets to leverage 
private funding to support growth. In many places, opportunities 
to include other parts of the public estate exist.”

The subsequent Consultation Paper dated July 2011 contained 
some	detail	on	the	specific	proposals	for	the	‘repatriation’	of	
business rates income to local communities. The paper forecasts 
that the decentralisation of control over the levying of business 
rates, and their expenditure, will:

“…help to incentivise business growth by enabling authorities to 
see financial benefits, as well as costs from allowing commercial 
development. They will also allow councils the scope to pool 
resources and work together for the greater benefit of their 
wider area.”

The potential to pool resources will, according to the 
Consultation Paper:

“…enable groups of authorities to make additional increases  
on growth through collaborative effort by taking advantage 
of economic efficiencies and working across natural  
economic geographies.”

Scottish Government – Building a Sustainable Future: 
Regeneration Discussion Paper, Feb 2011

Treasury Select Committee Seventeenth Report  
– Private Finance Initiative, July 2011
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Pooling – of resources, assets and funding streams

Financial constraints on local authorities and others in the public 
sector are helping to ensure that constructive partnerships with the 
private sector, and between public bodies, are an inevitable feature 
in the future landscape of public sector infrastructure provision.

These very same constraints are helping to drive together public 
sector	bodies	in	the	search	for	efficiencies	through	collaboration	
and the sharing of assets and other resources. The pooling 
of expertise is becoming established whereas the pooling of 
assets for the delivery of community objectives, as opposed 
to individual organisational objectives, is relatively immature. 

LABVs may well continue to be created whereby one authority 
procures a partner that is available (through the LABV) for use 
by other partners of neighbouring public bodies. A comment 
was received to the effect that a multiplicity of public bodies as 
a ‘shared’ client (for example, Daresbury) was not necessarily 
a concern providing issues of decision-making, prioritisation 
and governance are well established, clearly documented and 
adhered to without exception. Given the challenges within some 
organisations to act as a single corporate entity, one consultee 
noted that the scope for a truly effective sharing of assets and 
objectives among disparate public bodies was somewhat limited.

This challenge can be viewed from a different perspective. Some 
LABVs have been entered into by a consortium of private sector 
partners bringing a different set of governance challenges – for 
example, the Scotswood regeneration project brought to the 
market by Newcastle City Council attracted a consortium of 
house builders (Barratt Developments, Keepmoat Homes and 
Yuill) as the private sector partner. 

Pooling of government funding streams at a community level 
in the form of Community Budgets increases the prospect of 
integrated asset management planning, and opens the door for 
Pooled Asset Vehicles to enter the market. Following an initial 
trial in 2011, over 100 additional pilots are to be taken forward 
and implemented by 2012–13 despite some early concerns 
expressed by the Secretary of State for Local Government  
about the effectiveness of cross-government working.

The shifting sands of government funding, coupled with the 
recent and emerging portfolio of funding opportunities and 
sources, mean that the sponsors of urban regeneration and 
economic development activity need to use a wide angle lens. 
The LABV may be but one of a series of tools to be applied in 
conjunction with other sources of funding and stimulus such as:

•	 Regional	Growth	Fund

•	 New	Homes	Bonus

•	 HRA	Self-Financing

•	 Community	Infrastructure	Levy

•	 JESSICA	funding

•	 Business	Improvement	Districts;	and

•	 Tax	Increment	Financing.

Funding to enable regeneration, development and other core 
purposes of LABVs may also be secured directly from a private 
sector partner and without an obligation to follow EU procurement 
regulations. The funding gap that exists in many public sector 
business	plans	is	likely	to	be	filled	in	part	by	imaginative	funding	
structures and models that will allow infrastructure and economic 
development activity to be fast-tracked.
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Opportunity area Comment

Place making

Programme delivery

Infrastructure provision

Asset management 

‘Difficult’	sites

Surplus assets

Remodelling of operational estate

Shared services

Sustainable energy generation 

Pooled asset vehicle

Alternative business model

Community-driven approach to revitalising an area that requires a rounded and 

comprehensive perspective of economic development and well-being 

Integrated series of long-term projects where coordination at the ‘top level’ is 

important, as is the potential for cross-subsidisation 

Substantial up-front investment in infrastructure may be needed to enable 

economic development

The ongoing management of assets, but with the potential to proactively identify 

and implement value added initiatives including the acquisition and disposal of 

other assets

The development of sites that may not be attractive to mainstream developers and 

investors but where some risk taking can bring rewards. Such sites may be bundled 

with more attractive development opportunities

The transfer of surplus properties, which may comprise a blend of leasehold 

liabilities and freehold sites and buildings, for development, active management  

and disposal by a partner with expertise in liability management and development

The	LABV	is	incentivised	to	help	delivery	operational	efficiencies	using	its	market	

knowledge,	financial	resources	and	technical	expertise

Facilities provided for the shared delivery or administration of public services – 

LABV may also be charged with the development of space vacated by individual 

organisations

A	partnership	may	invest	in	public	sector	assets	(including	brownfield	sites	and	 

roof spaces) to support renewable energy generation 

Commerciality brought by the private sector partner may help ensure that the 

pooling	of	assets	delivers	maximum	efficiencies	and	value	creation	in	the	estates 

of the public sector participants

The transformation of core public sector services may be enabled, to the point of 

creating a commissioning authority, by the divorcing of ownership from occupation 

of public sector assets

Table 4: Potential opportunities for LABV creation

28 

When is a LABV an option?

There	is	no	definitive	answer	to	this	question.		On	the	other	
hand, there are certain challenges facing the local public sector 
which may favour a partnership approach between the public 
and private sectors.  In these circumstances, an appraisal of 
opportunities should include, as a minimum, a public private 
partnership set alongside the option of the public sector 
acting alone.

The scope for a public private partnership might also be relatively 
broad depending on the circumstances. For example, it may 
be feasible to work within the scope of a Local Education 
Partnership (LEP) or LIFT contract to deliver some of the required 
outputs. There is evidence of LEPs and LIFT partnerships 
providing a wide range of facilities and services beyond those 
that might be neatly categorised as ‘education’ or ‘health’.  

For example, the Tameside Investment Partnership has evolved 
out of a LEP created in 2006, and plans exist for the vehicle to 
provide services such as asset rationalisation, delivery of corporate 
ICT and CRM systems, establishment of a new data centre, and 
the extension of FM services to the corporate asset base. 

Similarly, a strategic property partnership, where it exists, could 
be the most appropriate vehicle offering a speed to market 
advantage but also an ability to build on an existing regime  
of partnership working. 

If a LABV is deemed the preferred option, the future will see a 
replication	of	LABVs	falling	into	categories	defined	on	page	10	
as ‘Development’, ‘Management’ ‘Operational’ and ‘Town centre 
regeneration’. The LABV may also be a potential solution for a 
further series of scenarios as indicated in the table below.
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Conclusions
The research and data collection activities behind the preparation 
of	this	paper	represent	the	first	time	that	a	systematic	review	
has been undertaken of LABVs, their objectives and outcomes, 
together with the gathering of opinions and perceptions held by the 
public and private sectors, untainted by a hidden agenda to either 
sell the concept more widely or dismiss it in favour of an alternative.

Although the data collected is not intended to cover all manner 
of partnerships that have at one time or another been called a 
LABV, most if not all of the commonly known LABVs have been 
identified	and	commented	upon.

The conclusions drawn are collated under themes that follow,  
in broad terms, the path of LABV evolution through to an  
outlook on the future.

Purpose

•	 	LABVs	have	been	established	for	a	variety	of	core	purposes	
ranging from, for example, the need to reinvigorate an asset 
management function, through the desire for integrated 
development of a town or city, to the focused investment in  
and development of a single site; and 

•	 	Despite	the	fact	that	the	prime	purpose	behind	the	creation	 
of a LABV is variable, all share a fundamental purpose, namely 
the use of private sector capital and expertise to drive through 
and	realise	economic	benefits.
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The partnership

•	 	The	investment	required	by	both	the	public	and	private	 
sectors	in	creating	a	LABV	is	significant,	and	regeneration	is	 
a long-term aim that needs to isolate itself from the vagaries  
of the relatively short-term property cycle. These facts point 
towards partnerships being established of at least 15-20 years 
in length. However, the machinery of government means that 
change is a way of life and radical change is a more common 
feature of government life. This may favour a shorter term  
flexible partnership arrangement

•	 	Future	flexibility	can	be	built	in	during	the	procurement	phase	
both in terms of a broad scope of services to be provided 
and a wide base of potential customers. No commitments 
or obligations are inherent in applying such foresight, simply 
the right to draw on what is in effect a preferred supplier 
arrangement that has been market tested; and

•	 	Pre-existing	vehicles	such	as	LIFT,	LEPs	and	strategic	
partnering arrangements, where they exist, may be the 
partnership vehicle of choice to deliver some or all of the 
required outputs and outcomes. Alternatively, a blend of  
vehicles including a LABV may be the solution emerging  
out of the option appraisal exercise.

Outcomes

•	 	LABVs	achieved	some	success	in	delivering	outputs	and	
outcomes that would not have otherwise materialised, or 
would have materialised at a slower pace

•	 	It	is	difficult	to	measure	the	success	of	LABVs	with	either	
clarity or certainty due to the absence of a comprehensive  
set of data on the outcomes – this charge is mitigated however 
by the existence of external influences such as the property 
cycle that impact directly on the achievability of business 
plans created by the partners; and

•	 	The	positive	outcomes	appear	to	be	due	to	a	variety	of	factors	
such as the injection of commercialism, the introduction of 
clear	accountabilities	for	securing	financial	benefits,	a	single-
minded focus on clear objectives, and the application of 
stretching performance targets.

Blockages

Whether real or perceived, the key blockages to the greater 
adoption of LABVs include:

•	 	LABVs	are	costly	and	time-consuming	to	put	in	place	 
– evidence suggests that this is not necessarily the case

•	 	a	commitment,	driven	from	the	top	of	an	authority	and	
supported throughout, to create a long-term partnership  
with the private sector – for some authorities, the only 
experience of long-term partnerships with the private sector  
in the form of a PFI project may have shaped their perceptions

•	 	loss	of	control	–	in	reality,	the	LABV	retains	a	high	degree	 
of control for the public sector even in relation to assets that 
are subject to options in favour of the LABV

•	 	change	can	be	threatening	–	the	LABV	can	mean	a	
realignment of roles and responsibilities, the imposition  
of new decision-making and governance frameworks,  
and the introduction of a new culture; and

•	 	the	lack	of	an	open	and	free	exchange	of	knowledge	and	
lessons learned within the public sector – as a result, the 
creation of a LABV can be something of a step into the unknown.
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Improvements

Above and beyond addressing the blockages referred to in  
this paper, the potential improvements hinge on three  
Ps – preparation, procurement and performance.

•	 	Preparation	–	confidence	can	be	built	internally	and	within	
the community of prospective partners by knowing the asset 
base in detail and being clear about the objectives of the 
proposed partnership in terms that are tangible. The process 
of preparing a robust outline business case will also expose 
detailed thinking on desired outputs and outcomes along  
with an evaluation of the alternative mechanisms available  
for delivery including a LABV

•	 	Procurement	–	preparing	a	competitive	dialogue	strategy	will	
help to clarify those core issues around which dialogue is 
welcomed. The strategy should also be consider how best  
to prepare bidders for the ‘exam questions’ they will be set

•	 	Performance	–	tracking	and	reporting	on	the	performance	of	
the LABV will inform not only others contemplating a LABV 
but also the partners as they (hopefully) address continuous 
improvement over the term of the partnership.

The	‘fiscal	framework’	surrounding	the	creation	of	LABVs	
could also be improved. A relaxation of the SDLT provisions 
(surrounding the transfer of assets into a partnership vehicle) 
could remove a material barrier to their creation at a time of 
unprecedented	financial	constraint	within	the	public	sector.

The future

The aura of mystery that has shrouded LABVs has been lifted, 
and the door for innovative partnership arrangements has been 
opened	out	of	financial	necessity.	In	addition	to	replicating	
models that have targeted town centre regeneration, asset 
management and so on, it is predicted that LABVs (or whatever 
term is used henceforth) will also be characterised as follows:

•	 	collaborative	procurement	by	two	or	more	public	bodies	 
with shared interests

•	 	the	objectives	of	the	LABV	will	include	achieving	operational	
efficiency	and	achieving	asset	rationalisation

•	 	innovative	funding	structures	that	may	be	able	to	fast-track	 
the delivery of outputs through the avoidance of EU 
procurement regulations

•	 	more	cost	effective	to	enter	into	as	the	pool	of	advisors	
increases and advisory service becomes ‘commoditised’  
as happened in the PFI market a decade ago; and

•	 	a	greater	transparency	and	openness	of	information	brought	
about by the sharing of knowledge, experiences and objectives 
within and between the public and private sectors. 

Summary

In terms of the question posed in the title to this paper, an 
overarching conclusion must be that LABVs have proved 
themselves to be successful in delivering change. Some of the 
criticisms levelled at LABVs, such as the shortage of clear data 
on additionality, can be levelled at the outputs of traditional 
approaches to procurement – the industry is not accustomed 
to tracking outcomes irrespective of the approach to securing 
them. Similarly, the procurement of development partners can 
be a lengthy and time-consuming process, and may well be 
duplicated several times over for the same authority where a 
portfolio of opportunities is taken to the market over a period of 
time. The long-term nature of the challenges to be addressed 
through a LABV, such as urban regeneration and reshaping the 
perception of a town or city, also requires an equally long-term 
perspective to be taken of performance.

Market forces and economic circumstances will foster a new 
wave of LABVs and other vehicles to fund the delivery of 
outcomes. With a widening market of advisors, the assembly 
of a central ‘knowledge pool’, increased collaboration between 
members of the public sector, a targeted approach to 
competitive dialogue where it is adopted, and the scope to 
fast-track the procurement of private sector capital and  
expertise, the future for public private partnerships founded  
on property assets looks promising. 

32 



Local Asset Backed Vehicles

Appendix A: Consultees

Name Organisation

Steve Holland Advantage West Midlands

Rosemary	Jago/Rob	Harrison	 Bevan	Brittan

Dave Anderson City of Edinburgh Council

Brian Reynolds DCLG

Donna Brooks Glasgow City Council

Graham Cole Guildhouse

Chris Breslin ISIS Regeneration

Andrew	Ludiman/Stuart	Knight	 Jones	Lang	LaSalle

Nigel Turner Kier

Jamie Kerr Laing

Malcolm Jackson Langtree

Ken Yap Morgan Sindall Investments

John Judge One North East

Scot	Morrison/Anne	Bowden	 Pinsent	Masons

Kathy Wadsworth Portsmouth City Council

Tim Levenson Southampton City Council

Malcolm Page Sunderland City Council

Rick	Lawrence/Paul	Disley-Tindell	 TelerealTrillium

Tim Bacon Torbay Council

Paul Lewis Wates

Peter Mitchell Watford Borough Council
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Appendix B: Case studies

Public Sector Partner

Public Sector Partner

Purpose

Outcomes include...

LABV

Management of investment  
portfolio with rent roll of £2m 
and development of sites  
in EMDA’s Priority Areas  
Established	to	tackle	difficult 
sites where mainstream  
private sector reluctant to  
invest Cross-subsidisation  
of	less	profitable	sites	with 
returns from other sites

New buildings provided at 
Nottingham Science Park
 

New workspaces, studios 
and homes in cultural 
quarter of Leicester
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Created October 2002 Value £50m

Outcomes include...

Purpose Redevelopment of canalside 
property assets in a number 
of cities across the UK. 
Sustainability and socially 
responsible development 
were	defining	characteristics	
of the activities of the 
partnership.

Mixed developments in urban 
regeneration areas were 
seen as a way of translating 
these characteristics into 
practice.

Development of sites in initial 
target cities and a number of 
additional locations.

 

‘Spin-off’ partnership between 
Isis, Glasgow City Council 
and British Waterways.
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