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This essay is regarding when and how the Private Finance Initiative (PFI) is becoming involves a project. The Private Finance Initiative (PFI) is the method of using big capital from the private section to improve and reduce the overhead of the budget of the government. This method like the other method has advantage and disadvantage that are leading to be a successful or unsuccessful method of finance. According to the information that already made by investigating the organization, it will clear that is PFI good method or bad for the government. So, that information will explain the situation of PFI in the UK or other countries. 
[bookmark: _Toc7460156]What does the Private Finance Initiative (PFI) mean?
Some projects that the government start needs a large amount of capital to improve so some private organization make a contract for a long period time such as a lease and providing the capital of these project instead of the government. On the other hand, the government should pay off these capitals plus interest of capitals annually payback to these organization. This method is called the Private Finance Initiative (PFI) (Treasury Committee, 2011).
[bookmark: _Toc7460157]How does the Private Finance Initiative (PFI) working?
In 90’s decade, the idea appears in governments that explain how government able to use private capital to run large size project without allocating the specific money for it (Carrillo et al., 2008). This idea is called the Private Finance Initiative (PFI). The PFI is a long term contract between the private sector and the government behalf of the public sector and taxpayer. Normally, the nature of these contract is for maintenance and providing facilities or building road and specific building such as prison, hospitals, School, etc. the private sector commit to providing the specific services that the government required for long period time and on the other hand, the government make repayment monthly plus interest of capital of the project. If the government did not repayment the contractor can stop providing the services (Glaister, 1999). Also, the government able to take brake the contract with logical reasoning and pass to the public sector but this procedure is very complicated and hard. More than 60 Contracts closed by the labour government every year that started in 1992 and this numbers of contract reduced to contracts a year in 2015. According to the information that Treasury made 716 projects signed off around £60 billion capital value and some of these PFI contracts such as Ministry of defences £9.5 billion, NHS £13 billion and education section £8.5 billion. most of these project will end by 2050 and the cost for us nearly £10 billion a year (Chu, 2018). 
[bookmark: _Toc7460158]Advantage and Disadvantage PFI
The PFI finances have an advantage for the public sector and it is including transferring the risk and stress of the project from the public sector to the private sector (Ball, Heafey and King, 2003). The public sector has a long term relationship with the private sector to control the situation better. Time is another factor that the government saving and the control time management by the private sector. The Private sector to save money try to manage the time as much as they can to reduce the cost of the project. The private contractor focuses on the project to innovate a method to design and management upon the standard of the job and management to save time and money (Morledge and Smith, 2013). If they can save the budget to make more profit the risk of project failure reduces, and they can use more employment, especially professional person, to achieve the target or main goal. Private Finances always trying to finish the project as soon as possible and most of the time they are successful to finishing the project earlier than the deadline of the project because it helps them to save more budget (Robinson and Scott, 2009). The long term contract is made the situation for a private contractor to have more attention to do well otherwise losing the contract and the project (Spackman, 2002).  
On the other hand, the PFI method is not without issues and these issues including long term contract and high rate interest, risk, management, budget, time and decision. Most of the time the government decision take a time to finish the procedure and in it is not suitable for big projects because this issue as long as the project takes or expanded the cost and interest will increase, it is lead to waste the time and budget of the project (Li et al., 2005). The lack of knowledge and experience in the public sector make a problem against of private sector to make the right decision and always is a barrier between these two sectors. the risk is coming with every project and depends on what is the project, the different risk will involve (Akintoye et al., 2000). according to these issues, the main problem is cost and interest rate because as long as the project is taking cost and interest increasing and as mentioned before all these issues have an effect on the budget of the project (Akintoye et al., 2001) (Kee and Forrer, 2008). the PFI method is nota good Value for Money (VFM) without significant restructuring (House of Commons Treasury Committee, 2011). 
[bookmark: _Toc7460159]A real example for Value for Money (VFM) in PFI
E-Tolling system road is required capital to operate therefore by using the PFI method able to build that system on the highway. Toll road system builds after finishing the road to charge the driver and cover the cost of building the road such as the road E-Tolling system for Gauteng’s freeways, but the problem is, this road is not new routes in South Africa. This money normally goes to a contractor like a private contractor for a long period of time. After a survey defines the user issues with this project that listed below:
· The problem regarding their own Interests 
· The future cost that involved
· Advantage of this project is not explained able
· The government made the wrong decision 
The project has cost for building and maintenance which was R1.7 billion and the duration of this project was 20 years. The project cost plus interest of 20 years is R17 billion which means the cost for each is around R1.6 billion and it will increase over R100 billion that 201% of capital requirement. The plan was very poor and without investigating about value for money (VFM) considered. Now, the cost is pressure on the public sector. The traffic should go to the highway but because of E-Tolling system, people prefer to use the next road near the highway and the traffic is massive. The risk of this project is high and if it is not working the well private company is on the risk cause of that the government pressure on the public sector to cover the cost of the project.
Another example of this kind of projects made by PFI contract in NHS in the UK at North Durham, Carlisle and Worcester. These projects finance cost increasing that is about 39% on the top of the main capital for some reason. It is clear that private finance cost always more than public finance cost. Another cost that is not defined on PFI contract is a fee to providing documents regarding proposal and contract meeting such as NHS Estates did not define the cost of meeting and proposal, so it is obvious they did not show the cost at contract as well but in public sector always these kinds of cost calculating before signature of the contracts. On the other hand, these hospitals changed with one hospital that is clearly less bed and lands and moving outside of the city which is the cost to buy land cheaper than inside of the city. So, providing these facilities is getting less than before but in PFI contract did not mention these incomes to reduce the total cost of the capital. Private capital cost is increasing from 8% to 27% without attention to those incomes that should show to the revenue. The value for money analysis shows the PFI cost is growing up and it expensive than Public sector contracts. According to this information made by value for money, the project is on the high risk. The value for money (VFM) shown that there are lots of differences between PFI contracts and public sector contracts and the cost in PFI for maintenance and services is higher than public sector contracts. Finally, this question appears why the government still prefer to use the PFI method in the even that knows these evidence (Stoye, 2018).
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As a result, PFI contract is a method to help the government to provide capital for a project and long-term relationship with the contractor to avoiding run away but these contracts require to have inspector to investigated about a project regarding value for money. In some cases, some contracts define that they do not have investigators like NAO (National Audit Office) organization (Office, 2009) or PAC (Committee of Public Accounts) organization (Paper, 2012) in the UK that is why they lost lots of money and time. Also, some contracts did not attend to this kind of organization and without negotiation and inform them contracts closed. In the end, most of the PFI contracts is expensive because of the interest rate and cost of capital and the pressure of these contracts are upon the taxpayer and public sector. 
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