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Introduction
Private Finance Initiative (PFI) is a model in which private companies offer public services by establishing a long term agreement. The financial obligation lies with the government in case of any uncertainty in the event, and the liabilities such as explicit and implicit also arises because of the guarantees on loans (Unescap, 2019). In this regard, the main focus of the essay is on analysing the PFI in relation to many aspects such as advantages, disadvantages, schemes and implementation. The analysis of the PFI is being carried out to evaluate the effect on thecountry’s economy and to analyse whether or not beneficial results are being generated. The critical analysis of the adoption of PFI in the UK and Japan are considered for evaluating the scheme adoption at various places for different objectives. The PFI has been established in the UK in various sectors in which all schools are being built under the agreement of PFI rather than the traditional method. In this respect, the role of external auditors in such as the National Audit Office and Welsh Auditor Genera UK has been analysed for evaluating the performance of PFI in various sectors.
Critical Evaluation and Appraisal of the Private Finance Initiative and Value for Money
PFI Mechanism
PFI is a mechanism used for financing projects related to the public sector through private investment. This mechanism offers the benefits to the taxpayers and government of being free from the burden of keeping a capital for the projects. The private company or the investors bear the burden of the cost related to the project andnot the government. The project prepared by private companies is provided to the public, and private companies receive the annual payment from the government. The basic example is of the construction contracts which is offered by the government and lasts for number of years (Pauwet al., 2016).
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Fig 1: Difference between Traditional Method and PFI
(Sheikh and Asher, 2015)
Impact on the Economy
PFI is used as a measure for the development of the infrastructure which offers the benefits in the development of an economy as a whole, and it also is believed to deliver the value for money to the economic advancement. The PFI is adopted as it is believed that it would result in saving the money of around £360-720m on an annual basis (Robinson, 2010). The PFI in Europe represents the third highest sector of expenses from GDP at the contribution of 1.7% of the total GDP. The government is planning to spend 1-1.2% every year on PFI for the development of the infrastructure that offers beneficial outcomes to the public. The development of the infrastructure generates more employment opportunities and the flow of money in the country, which impacts the GDP of the company by showing an increasing trend in the GDP (National Audit Office1, 2018). The PFI investment is generated 90% amount from the debt while the remaining is generated from the equity funding and a return must be offered on the debt. It is observed that the use of PFI has been bankrupting the UK as the debt of PFI in the UK currently is around £300bn, and the original capital is £55bn (Gingihy, 2016). In the coming years, 22% of the tax payment would be provided for the investment in PFI which would amount to £01bn and would be considered as pre-tax profits (Creasy, 2017).
The analysis shows that the investment in PFI is more reliable in offering the services required by the public which superiors the value for the money which is not offered by various conventional methods. PFI approach offers the scope for the innovation for delivering the quality services by managing the risk efficiently and exploiting all opportunities available (Akbiyikli and Eaton, 2006).
Alternative Methods
Many countries use other programs and methods for funding infrastructure projects in the country. Asset recycling is another method which can be used for the funding of the investment in the assets in which the old assets are sold, and investment is made in the new assets. The next method which can be used is to finance the project is through a joint venture of a public and private partnership, and this is known as P3 Act. This act offers relaxation from the competition in the bidding process and allows to build the best designing for maintaining the agreement (Buchanan Ingersoll & Rooney, 2018).
Critical Analysis for Charging public for Infrastructure Development
The charging from the public for certain facilities has helped in facilitating supportive services to the public by establishing effective operations for maintenance. The charges are not for revenue production but for achieving the economic efficiency in the country. The self-sufficiency is established through raising fees many times to get more money for the development and the charges from the public help the program stability in a time of deficit. However, the payment by some people in the form of tax which is used for public infrastructural development is enjoyed by many citizens who make it a poor approach. The free offering of the services leads to the over-consumption of the services by many users which affect the economic condition, and no equality is offered (Bird, 2019).
Impact of Sustainability
The large capital structure followed by PFI investment would improve the WACC as the higher debt-equity ratio would result in decreasing the WACC. The repayment of the loans for the PFI projects in the UK has increased to 10.1 billion in the year 2017-2018 which affects sustainability in terms of solvency. However, the primary focus of every sector is on output rather than input which improve the performance of the country. PFI has led to the creation of better internal governance structure which results in monitoring the issues by showing the resolutions to the problems. The cleanliness was also higher in the hospitals established by PFI than other hospitals which shows the sustainability position in the economy through PFI adoption (Bidgood 2012).
Critical Analysis of PFI
	Benefits
	Disadvantages

	Achieving cost efficiency
	Increasing credit crisis

	Effective delivery of assets 
	Challenging approach for delivering assets for the value of money

	Development of the private sector industry
	Reduction in the flexibility of contract as loan repayment requires a long period of payback

	The assets are delivered of time as the payment is not made till the assets are delivered
	The risk is paid and relies upon/on the public sector

	The banks carry out the checking procedures before offering a loan and signing the contract
	The contracts are complicated which can also result in large time scales by relying on the advisers

	The PFI encourages the maintenance by carrying out the project in the most efficient and transparent manner
	The risks are higher as the result of the high time period for completion of the project

	PFI contracts focus on the innovation which results in good designing which also increases the quality of the project
	

	The errors detection is lower as the result of using the standardised contracts.
	


(Treasury Committee, 2011)
Critical Evaluation Various Schemes of PFI
The PFI scheme adopted in the UK for the development in school project related to housing which offers the shelter facilities to many individuals which also show the positive outcomes on social, crime, sustainability and unemployment. PFI scheme has helped in achieving regeneration by reducing crimes and unemployment in the UK. However, the housing schemes have affected the tenants and leaseholders in a big way because of the complexity of the PFI scheme. The PFI schemes have helped in achieving the value for money by transferring risk to the party able to manage the operations. It also assists in delivering the services as per the required standards (Hakim, 2005).
The PFI scheme of hospital financing is used for improving the maintenance and repairing facilities in the hospital, and the policies are considered beneficial for offering the value for the money invested. However, the cost-efficient was unfavourable as public finance is considered as a cheaper source for raising money which increases the risk in the PFI. The investment in the school sector of Scotland showed that the rate of return is 8-10% which is higher than opting for the public sector for the completion of the project (Hellowell and Pollock, 2009).
The PFI was adopted in Japan for the development of the infrastructure in which the sewage of Kurobe city used the PFI for utilising the energy production from biomass (OECD, 2014). This initiative has helped in reaching the usage for material to 77% in the year 2009, and the usage for the cement have also increased. The sewage sludge is used for generating electricity, and the recycling rate was 24% in the year 2009. However, the 75.6% biomass was unused which can be used for fuelling the natural gas vehicles and using the solid fuel. The other waste materials were also used such as raw garbage, food wastage and septic tank sludge for generating the electricity (Global Methane, 2010).
Role of the External Audit Agencies
National Audit Office (NAO) has focused on the activities of PFI and the achievement by analysing the independent circumstances which result in offering values to the payers of tax. The committee has presented the report related to cross-cutting on the construction programmes in the UK in relevance to the price and delivery by PFI. The committee collects the evidence related to the performance of the PFI and non-PFI contracts and studies the relevance of both contracts for the public. The reports are also presented with transparency with the data collected from the project managers related to the construction projects (National Audit Office2, 2009).
Welsh Auditor General has been proven fruitful for uncovering the fraudulent activities in the UK as the fraud of £5.4m was detected from 2014-2018. The total of £301m frauds was detected in the UK related to the public sector and overpayments. The Welsh auditor has established the collaboration with audit offices at Scotland, England, Wales and Northern Ireland. The fraud related to the payment for offering the care to housing benefits has been detected even after all the residents have passed away (Brady, 2018). 
Statutory Requirements for Achieving Value for Money (VAM) and Sustainability
The various requirements needed to be followed for achieving the VAM and sustainability and the most important is to gather information regarding the issue of safety. The responsive plan must be developed to use it the time of emergency as the cost involved in the project is higher and the errors must be minimum. The investigation must be carried out on a regular basis to prepare the best reports related to the project to show the brand payment. The quality of the program must be maintained to achieve the time value of the services which would help in achieving sustainability in the economy. The audits are the most important requirement as these points out the frauds and activities not being carried out in favour for the public development which shows the benefits of the programme related to sustainability (Security Standard Council, 2016).
Conclusion
It has been analysed that PFI schemes have been established in the UK for hospitals and education system, and such has produced beneficial results as the hospitals follow more hygienic regulation. The infrastructure development in Japan has started using waste materials such as raw garbage, sewage sludge, food wastage and septic tank sludge for generating the electricity. PFI has been adopted, as it offers innovation in the economic scenario but also results in a crisis related to debt. The UK has shown a debt situation of £300bn because of increasing PFI schemes in the country. The charges from pubic increase the efficiency in the economy but also result in providing services to all who have not contributed towards the development. It has also been evaluated that PFI situation can be removed by adopting the assets recycling and using both public-private partnerships. The external auditors like NAO and Welsh auditors assist in assessing the fraudulent activities in PFI schemes which are using the money for personal benefits by offering the transparency in data through research.
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