EXTRACTS FROM ARTICLES AND NEWS ITEMS ON NON-HOUSING PFI

It’s not bad news for everyone

The Guardian newspaper reported on July 27th 2001 “Capita posted a rise in underlying pretax profits of 58% to £29.1m for the six months to July on turnover up 55% to £323m.”

The financial pages noted “Outsourcing specialist Capita added 34.5p” to its share price.

Good for Capita shareholders but what about tenants?

Housing Benefit PFI
There have been lots of press reports of the nightmare caused by councils using contractors to run their Housing Benefit services. 

The New Statesman magazine reported on 9 July 2001 that “The PFI contracts to ITnet to manage housing benefit in Islington, and to Capita to do the same in Lambeth, resulted in families being thrown onto the streets, as backlogs of claims grew into the tens of thousands. 

In local, as in national, government, councils found the consumer had little choice.

Lambeth will have to pay millions to be rid of Capita, while Islington Council’s leader, Steve Hitchins, told me that huge amounts of officer time were being wasted in negotiations with ITnet.”

Railway privatisation: private expertise at its very best

The experience with Railtrack is a stark warning. Government minister Stephen Byers admitted in the commons on Oct 12th that Railtrack was "On the one hand coming with a begging bowl for taxpayers' money month after month and on the other, handing out dividends to shareholders."  

Society Comment Oct 17th 2001

Buy, buy Balfour Beatty

"Stockbrokers are extolling buoyant shares in the PFI/PPP business. Here is HSBC's advice to clients to buy Balfour Beatty (a big tube investor). 'It is the rapidly expanding PFI business that has caught investors' interest…' - and no wonder, with a 35% return guaranteed and no risk"

Society Comment Oct 17th 2001

Not Partnership but a rip off on London’s Tube

“What the accountants Deloitte and Touche have done in their confidential report on London's Public Private Partnership is to expose a mendacious gerrymander that sets out unfairly to rig the rules so that whatever LU does it can be depicted always as less efficient than the private sector. 

Despite their efforts to depict LU as an organisational no - the private contractors' bids are still higher than LU's artificially inflated costs - rigged by £2.5 billion”

Will Hutton, Observor 26th August 2001

Someone’s making a killing

The advisers costs of the first fifteen NHS PFI hospitals were £45.2m which consisted of £20.4m fees for lawyers, £14.6m for financial advisers and £10.2m for management consultants and other advisers. 

Adviser's fees represented between 2.4% and 8.7% of the capital cost of the projects (Hansard, Written Answer, 28 February, 2000). 

The Home Office alone spent £5.3m on legal and accountancy fees between May 1997 and March 2001 for PFI schemes in the Prison Service and various IT projects (Hansard, Written Answer, 23 March 2001).  

The cost of public sector staff time in developing PFI projects and the cost of the procurement process is rarely taken into account. 

So the actual transaction costs are substantially higher.

Does PFI shift the risk from the public sector to the private sector as they claim?

One of the big claims for PFI is that the private sector takes all the risk leading to big savings for councils or government departments. 

Professor Allyson Pollock argues this is a myth. ”Much of the controversy over the Private Finance Initiative (PFI), particularly in the NHS, has arisen because of the high costs, which then translate into major service reductions and distortions in planning and accountability... It is time the evidence base for the policy [PFI] was subjected to thorough independent evaluation”.

PFI is not ‘value for money’

Even where a PFI scheme comes in on time and on price it is still likely to be more expensive than the council borrowing direct to finance the work.

Private developers pay higher rates of interest to the banks and then there’s their profit margin. PFI schemes also use up more costs in consultants and lawyers fees.

It all means less money to spend on the actual repairs and improvements.

