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PRIVATE FINANCE INITIATIVE (PFI) 

 

Major projects (such as new railways, new roads, bridges, tunnels, water supply networks, power lines) contribute 

to the physical "infrastructure" of a nation and soon become indispensable. However the construction and 

operating costs of such projects is invariably high and often cannot be afforded by the state, which then seeks 

assistance from private companies. In the early days of railways (from the 1830s) the project company would 

raise funds from private investors by selling shares in the company. The company would then use this investment 

to build the railway and the investors would be repaid over time out of profit from the revenue earned from sales 

of tickets to passengers and charges made for transporting freight.  

 

Many modern large infrastructure projects in Britain have been privately funded on a similar basis, including the 

major suspension bridges over the Forth, Severn, Humber and Thames estuaries (which earn revenue from toll 

charges), the Channel Tunnel and the HS1 (High Speed 1) railway line which connects it to London, the M6 relief 

motorway (also a toll road), and "wind farms" where multiple turbines generate electricity from wind. But 

traditionally the UK government has itself funded and maintained the "estates" of buildings and facilities which 

provide public services, such as health, education, defence, justice, police and fire-fighting. 

 

However by the 1990s there had been a deep recession and for decades the government had struggled to afford 

to pay for necessary construction projects, particularly the replacement of buildings and roads which had become 

worn-out or were no longer fit for purpose. During the recession a number of local authorities had "out-sourced" 

services, such as refuse collection and catering in schools, to private companies in an attempt to reduce costs 

and obligations. So in 1992 "Private Finance Initiative" (PFI) was first implemented in Britain with the similar aim 

of making use of private investment funds to pay for public sector development projects, transferring the potential 

risks of exceeding costs and time programmes to the private investors, in return for guaranteed income payments 

for the duration of a contract, typically 30 years. 

 

"Public-private partnerships" (PPP) were created where private firms were contracted to design, build, finance, 

operate and manage public projects. The private company would own the buildings and contents, which would 

then be leased back to the government or local authority occupants. The contract would also include the private 

company providing services, such as cleaning, maintenance and catering, for which the occupant would pay 

additional charges. The long-term consequence of using PFI to solve short-term financing problems almost 

invariably has been that the final cost to the public purse has been many times more than the original capital and 

running costs would have been. However, without PFI the projects would probably never have been implemented. 

 

Only a limited number of PFI contracts were established in Britain before 1997, when new legislation was enacted 

specifically to allow hospital construction to be privately financed, resulting in a significant number of new projects. 

The first major PFI hospital was Darent Valley in Dartford (built by Carillion and opened 2000), closely followed 

by Calderdale (Halifax), Worcester (both built by Bovis Lend Lease, 2001) and Norwich (built by Laing, 2001). 

The contract for Norwich runs until 2037, by which time the government will have paid nearly five times the original 

cost of £230 million. 

 

In 2002 a PFI contract was placed with Bovis Lend Lease for the nationwide modernisation of military residential 

accommodation, followed in 2006 by a similar contract with Carillion, together providing homes for 40,000 service 

personnel. Then in 2005 a major government scheme ("Building Schools for the Future") was implemented to 

enable the building of many hundreds of new schools.  

 

By 2012 over 2500 PFI project facilities were in place, including over 700 schools and more than 120 hospitals 

(as detailed in the following list). Repayments due from the government, local authorities and the National Health 

Service to the private companies providing these 2500 facilities are expected to exceed £300 billion over the life 

of the contracts, estimated to be around three times the original capital cost. 

 

It is worthy of note that the two largest current infrastructure railway projects, Crossrail (Elizabeth Line beneath 

London) and HS2 (High Speed 2) are being procured by neither PFI contract nor private investment, but are 

funded by government, although indirectly.  
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PFI project facilities 1992-2012 

schools and colleges 705 

hospitals 123 

other healthcare facilities   27 

residential care homes   18 

prisons   15 

law courts     7 

police and fire services buildings   39 

government and local authority offices   52 

government computer systems    13 

libraries     7 

sports / leisure centres   11 

local authority housing 720 

new / replacement highways    30 

street lighting replacement   31 

tram and light railway networks     3 

other transport     7 

flood defences     2 

water / waste water treatment works   17 

waste management   37 

energy, power     7 

military housing 570 

military buildings     2 

military training facilities     9 

military flight simulators     3 

military support services     6 

vehicle fleets and maintenance     6 

 

Principal construction companies participating in PFI contracts 1992-2012 
(preceded by date of establishment of company) 

1822 Mowlem, ceased - acquired 2006 by Carillion 

1848 Laing, acquired 2001 by O'Rourke 

1855 Costain  

1869 Robert McAlpine  

1880 Wimpey, ceased - acquired by Tarmac 1995   

1885 Bovis, ceased 2011 - acquired 1999 by Lend Lease (Australia) 

1897 Wates 

1903 Tarmac, ceased - became Carillion 1999  

1909 Balfour Beatty  

1921 Taylor Woodrow, ceased 2007 

1928 Kier (acquired Mouchel 2015, McNicholas 2017) 

1929 Amey, acquired 2003 by Ferrovial (Spain) 

1969 Norwest Holst, ceased 2000 - acquired by SGE 1991 

1977 Morgan Sindall (acquired Lovell 1998, Amec 2007) 

1982 AMEC, ceased 2007 (Fairclough since 1883, Wm.Press since 1913), acquired Matthew Hall 1988 

1987 Willmott Dixon (Willmott since1852) 

1999 Carillion, ceased 2018 - previously Tarmac, acquired Wimpey 1995, Mowlem 2006, Alfred McAlpine 2008)  

2000 Skanska (Sweden since 1887, acquired Kvaerner 2000 including UK business) 

2000 Galliford Try (Try since 1908, Galliford since 1916, acquired Morrison 2004) 

2001 Interserve, previously Tilbury Douglas since 1991 (Tilbury since 1966), acquired How Group 1998 

2002 BAM Nuttall (Nuttall since 1865), acquired 1978 by HBG, acquired 2002 by BAM (both Netherlands)  
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Principal investment, management and services companies participating in PFI contracts 1992-2012 
(preceded by date of establishment of company) 

1941 Compass, support services 

1968 ISS (Denmark) since 1901, support services 

1987 Serco, previously RCA Services since 1929, UK division of Radio Corporation of America, support 

services  

1987 Capita, previously division of Chartered Institute of Public Finance and Accountancy from 1984 

1989 MITIE (Management Incentive Through Investment Equity), support services  

1993 Hochtief (Germany), construction company since since 1873 

1995 Innisfree, fund management company 

1996 Catalyst Healthcare, division of Bovis, acquired 1999 by Lend Lease 

1996 Laing (separate from construction division acquired 2001 by O'Rourke)  

2000 Vinci, Société Générale d'Enterprises (SGE, France) since 1899, acquired Norwest Holst 1991 

2000 Kajima (Japan), construction company since 1840 

2003 Veolia, Compagnie Générale des Eaux (CGE, France) since 1853, support services  

2003 Ferrovial (Spain), construction company since 1952 

2004 Consort Healthcare, division of Balfour Beatty       

2004 G4S (Group 4 Securicor), merger of Group 4 (Denmark, since 1981) with Securicor, support services  

2005 Bouygues (France), construction company since  1952 

2006 HICL (HSBC Infrastructure Company Ltd), fund management company  

2007 Sodexo, Société d'Exploitation Hotelière (Sodexho, France) since 1966, support services  

2010 Semperian, Jersey investment fund, previously Trillium, formed 1997 to acquire DWP property portfolio 

 

Other significant PFI participants have included British Telecom, EADS (now Airbus), major power utilities (eg 

EDF, Electricite de France, currently building Hinckley nuclear power station), major technology companies, 

including Siemens, Fujitsu, Hewlett Packard (HP), and of course all the major UK banks. 
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