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| think the design for the infographics is settled. It was option C from yesterday, with a
few tweaks.

This is today's offering in what | think will be the style we will use.

The plan is to now produce a series of these, maybe starting with core issues, such as
what the economy is and what economics is. But | will see how the day and week go,
knowing that it will be disrupted on Thursday and maybe Friday by another round of
hospital treatment.

PRIVATE FINANCE INITIATIVE (PFI)

1. WHAT IS PFL? 2. THE POLITICAL CLAIM
PFL is not free money. PFI was promoted because

politicians claimed:
* Government borrowing was “too high”
* Public debt hod to be reduced
* Private finance was supposedly

It is o woy for government
to obtain buildings and
infrastructure using private

companies. o

The geivate achor: £ more efficient

construction, i I L The n_ﬁ:mnt reduction in 3mrnm!.nt
Government then commits to — debt became more important than
paying for decades. good public finance.

(3. WHAT ACTUALLY HAPPENS
Private company

Borrow:mﬂ

Builds. tm, haspital or road

L, THE HIDDEN ASSUMPTION
PFL depends on one political belief:
Government should aveid borrowing.
But o currency-issuing government
can always create the money needed
to Py for investment undertaken in
its own currency.

The shortage was never financial.
Owmership or operation may It was political.
later transfer to the ruhlit. sector.
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5. WHY PFI COSTS MORE r& THE MYTH OF RISK TRANSFER
* Private borrowing normally carries
higher interest rates.
» Private nwestors alss require profits.
+ Legal contracks are expensive.
+ Complex risk allocation adds
further costs.

+
Government: signs a contract
+

Taxpayers make annual payments
for 25-40 years

: g government mllg
The .PuU.m often ends wp paying o Intervenss.
congiderably more than if government 2 2} s
had financed the project directly g M i b ik . ULTIMATELY BEARS
- wltimobely remoins with the pablic. B
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F. WHAT 15 REALLY BEING BOUGHT? { 8. WHAT PFL REALLY REPRESENTS 7
Government is not anly buying PFI CONTRACT PFL is not an economic necessity,
o building. H Build - It is @ political choice based om
Tt often buys: & Finance fiscal rules and debt targets.

;o - hme

o Fucilities management B Oparate Thete rules

« Financing & 8 5%, diegunayptl

« Long-term contractual b ] investment rather

commitments FOR 2640 YEMRS finance it directly
These can reduce flexibility and The ting app
imcrease costs for decodes. became more. important than
econnmic realiby.

decision to prioritise fiscal rules over the cheapest and
most transparent way of financing public investment.

{ PFL does not solve a funding problem. Tt reflects o political
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