Housing PFI has never been popular with tenants and its record is appalling. 

Tenants on the Maiden Lane estate in Camden voted by over 80% NO to PFI. Only three schemes have actually begun, and one of those, in Islington, has been a disaster. 

One has been abandoned altogether, and another is still in negotiation after being rejected by the Treasury as too expensive ...even the government now admits that PFI to improve housing is not a good solution. 

The idea that these private companies will still be running our estates in thirty years time when we might be gone and our children are the tenants is truly frightening. 

The extra costs involved, the contracts negotiated behind closed doors, and the real danger that schemes can and do go pear shaped at our expense, mean council tenants will lose out if PFI comes in.

The Case Against PFI

PFI (the Private Finance Initiative) is new in housing, but has an appalling record in schools and hospitals. Housing PFI schemes are expensive, poor value for money, and risky.  They will lead to worse services and escalating costs, with profit-driven companies managing our homes.  Tenants on the Maiden Lane estate in Camden voted by over 80% to say NO to PFI in a recent ballot. (February 2004).

PFI is expensive

The National Audit Office says claims that PFI is value for money are based on ‘errors, irrelevant or unrealistic analysis and pseudo-scientific mumbo-jumbo.’ High rates of interest to banks and profits for the private company means less to spend on repairs and improvements.  Not only that, but councils setting up a PFI scheme will have to commit themselves to meeting the high cost of running the scheme for the next thirty years often a problem in terms of “affordability”.  They may try to tell you that the government covers the cost of the PFI scheme but this is not true, the “PFI credits” only cover part of the cost.  This means that all the council tenants in the area will be subsidising the extra costs of a private company running one estate. In addition, leaseholder contributions to the improvements are capped at £10,000 per property – which means that tenants could be subsidising leaseholders living within the PFI scheme to the tune of as much as £80,000 each.

PFI is risky

The PFI scheme will last for thirty years. If it goes pearshaped then tenants will pay the price. Ministers argue that PFI schemes remove an element of financial risk from public bodies. This is false - in cases where the finances have not stacked up, the PFI consortiums demand more government subsidy – and the government has obliged! Certainly the major PFI players don’t see the ‘risk’ being transferred to them. Mowlem (eight PFI contracts with total value £826 million) says PFI offers them ‘longer-term revenues than traditional procurement methods and carries significantly lower risks’.
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PFI takes years to setup

They are long-winded, complicated and often delayed until the companies get the deal they want. The Chalcots PFI, one of the first “pathfinder” schemes, is still on-hold after five years, with more delays as the private consortium keeps asking for more money. There is also a major issue with cost escalation before contracts are finally signed. One of the first ‘Pathfinder’ housing PFI schemes - on the Chalcots estate - soared to more than double the original £21 million estimate during the bidding process. Now there is only one contractor left in the running, and surprise, surprise, they want even more money. Setting up the Chalcots PFI began in 1999 and they are still bogged down in contract negotiations. Five years and several millions of pounds later, and no improvements have been carried out at all.6

Public housing not private profit
Private finance is an expensive form of borrowing – costing much more than

direct government borrowing. PFI developers expect a 15% profit on their

investment. PFI means a private company “generating income” from your estate. PFI deals often involve ‘gifts’ of public land as an incentive, with council homes on the sites demolished. In Leeds, the Little London Scheme involves the loss of 200 homes, to be refurbished and offered at yuppie rents.

PFI - escalating costs

Massive amounts will be spent on lawyers, consultants, monitoring the contract and higher senior managers pay. Because PFI schemes are so complicated to set up they provide a gravy train for all sorts of different advisers and consultants to get their sticky fingers on. Costs escalate between the bid and the final contract: reportedly by over 60 per cent in Sandwell.
PFI - worse services

PFI schemes are notorious for poor standards and it’s difficult for the council to police the contract. If your council has any services contracted out on even a five-year basis you’ll know how difficult it is for the council to get the performance the contractors promise. The idea that tenants will be involved in monitoring a thirty-year contract with a private developer is nonsense. What with an ‘output’ based monitoring system and the fact that only 10% of any payments can be withheld when targets are missed, tenants have little chance of influencing the quality of the services they receive.  

The idea that these private companies will be running our estates when our children are the tenants is truly frightening. The extra costs involved, the contracts negotiated behind closed doors, and the real danger that contracts can and do go pear shaped at our expense, mean council tenants will lose out if we let them bring in PFI.e.
Disaster Strikes Islington PFI

The first housing PFI schemes have only recently been set up, but already evidence is emerging of disastrous experiences. 

The Islington Tribune reported in March 2005 on problems which included "sub-standard workmanship, bullying site managers, a lack of care for residents and their homes…and builders who left work incomplete, unsafe or unsatisfactory". After a series of complaints, an investigation by the council revealed that "None of the tenants was satisfied that the contractor worked in a clean and tidy manner and protected belongings." 

A survey obtained after a Freedom of Information enquiry revealed that 87% of tenants complained about damage by workmen, while four out of six were dissatisfied with poor security during the work. The company who carried out the survey, Consul, concluded "All stated to us that if they had realised what they would have to go through during the course of work inside their homes, they would never have allowed the contractor to commence work." Islington Tribune, 25 March 2005 

In May 2005 the Tribune reported that "The second part of a much vaunted £350-million initiative to refurbish thousands of homes in the borough is being delayed amid complaints about poor quality of work." They quote a resident of Islington, Mike Read: "The postponement of PFI 2 exposes not only the incompetence of the contractor, but also the blinding commercial naiveté of the people running the scheme." Islington Tribune, 13 May 2005

This sort of behaviour is no surprise when a private company gets its hands on a large-scale project for 30 years, and makes a mockery of the idea that councils will be able to monitor PFI contractors.

The fact is that PFI schemes across the public sector have been found to be expensive, late on delivery and inflexible. The PFI consortium, bringing together large multi-national companies, has the legal expertise and resources to run rings around the civil servants and council officers who are expected to police the contracts. In practice many PFI schemes have seen contracts renegotiated with specifications lowered to guarantee profits. 

The crisis at Whittington Hospital in north London where worked stopped for months because Jarvis couldn’t pay its sub contractors is just one example. Imagine what that would be like if it happened part way through a PFI scheme on your estate!

"PFI was supposed to have been all about transferring risk from the public to the private sector... In the case of this PFI, however, instead of the risk of losing hard cash... the partnership appears to have secured a remarkable commercial deal. 

Buried in the wine-box size contract between Partners and Islington Council (obtained in the annual audit of the council's accounts) is the following one-liner: "Project Internal Rate of Return - 19.2 per cent"...more than three times the average rate of return of a company in the construction services sector. 

Partners is demanding a 56 per cent management charge for work carried out. So, for every £100 spent, just £44 will go into the actual labour and materials."

Michael Read, member of Islington Leaseholders Forum

PFI trailblazer dropped by council 

"A consortium behind several high-profile housing PFI deals has been dropped as the preferred partner for a £200 million project after the council lost confidence in its members' ability to work together. 

The rejection of the Partners' consortium bid for the Ashford Council contract...comes amid concerns over the consortium's performance..." 
Inside Housing 09 June 2005

Government admits problems with PFI 

"Neil McDonald, the director of housing at the Office of the Deputy Prime Minister, conceded that a pilot project to test the PFI on council housing had highlighted difficulties with the process. Speaking at the Chartered Institute of Housing's annual conference in Harrogate he said... A failed scheme in Ashford had left United House with "bad press and a big bill".

Society Guardian, 22 June 2005 

Refurbishment PFI "must stop" 

"The private finance initiative should be abandoned for social housing refurbishment schemes, a PFI expert has warned. Jeff Zitron, a director of Tribal HCH, said the government should stop funding PFI schemes to refurbish social housing because the risks attached were too costly. ...

His comments came after a North East Derbyshire Council's pathfinder PFI refurbishment scheme became the second to be shelved because it was too expensive."

Inside Housing, 20 June 2005

