THE GLOBAL
DEBT ICEBERG
Dreamt up in the UK in the 1990s, Public-Private Partnerships
(PPPs) have over the last two decades spread across public services
in this country, and now increasingly around the world. As a way of
paying for public infrastructure and services like hospitals, power
stations or transport, their chief attraction to governments is that
the cost of borrowing does not appear on the national balance
sheet, meaning it doesn’t appear to increase the government’s
debt.
Yet as an increasing body of evidence shows, this ‘buy now, pay
later’ model has more oten than not led to more expensive, less
democratically accountable, and lower quality public services
than those directly funded by governments. What’s more, the
complicated legal and inancial structures behind PPPs obscure a
simple fact: they leave an enormous legacy of hidden public debts.
The UK has been the trailblazer for PPPs through the Private Finance
Initiative, described by academics as a ‘huge inancial disaster’ for
our economy. Yet despite this, the UK government is today pushing
developing countries towards this global debt iceberg.

WHAT IS A PUBLIC-PRIVATE PARTNERSHIP?
The term PPP is usually used to
refer to a long-term contractual
arrangement between a government
or other public body and a private
company or companies in relation to
the supply of public infrastructure or
services. The core principle of the so-

called ‘partnership’ is that the private
companies take on the up-front costs
of the project in return for guarantees
from the government that they will
make a proit on their investment over
the lifetime of the contract.

1. THE GLOBAL PUSH FOR PPPS
Public-Private Partnerships are
increasingly being promoted as the best
way for governments around the world
to invest in public infrastructure and
services like energy, transport, telecoms,
water, health and education. The amount
of money invested in PPPs in the global
South exploded in the late 2000s, rising
from $22.7 billion in 2004 to $134.2 billion
in 2012.

FACT:
Public Private Partnerships are
already responsible for 15-20%
of infrastructure investment in
developing countries.
Source: World Bank

This is not happening by accident –
globally the PPPs agenda is already very
advanced and there is a big push behind
the expansion of the PPP model. There is
consensus amongst the IMF, World Bank
and G20 about the desirability and need
for this type of funding model, and rich
countries and the institutions they control
are strongly pushing PPPs through aid and
the conditions attached to grants, loans
and debt relief.
The main justiication being put forward
runs as follows: 1. Governments have
insuicient funds to deliver public
services and infrastructure, whereas
globally there is trillions of dollars of
private inance searching for a return
on investment. 2. Governments can
‘leverage’ this private inance into public
services and infrastructure by providing
public guarantees to private companies to
build, maintain and deliver them.
From the private sector’s perspective,
during a period of global economic
slow-down, the large amount of money
that governments spend on delivering
public services and infrastructure to their

citizens represents a whole new source
of potential return on investment.

2. HIGH COSTS & HIDDEN DEBTS
Yet PPPs represent a major risk to
developing countries. Not only do
they create signiicant public inancial
obligations for the future without
appearing in the oicial ‘debt’ igures
for a government, they are also the most
expensive way for governments to invest
in public infrastructure and services.
Ultimately PPPs cost much more than if the
investment had been inanced with direct
government borrowing. This is because
private sector borrowing costs more,
private contractors demand a signiicant
proit, and negotiations are normally
weighted in the private sector’s favour.
The debt payment obligations created by
PPPs are not covered at all in World Bank
and IMF Debt Sustainability Assessments,
meaning that governments’ real future
payment obligations are likely to be much
higher than the already very worrying
oicial igures which have prompted the
launch of our No New Debt Trap campaign.

3. PPPS IN THE UK: THE PRIVATE
FINANCE INITIATIVE
PPPs were invented in the UK, where
they were irst introduced under the
Conservative government of John Major
in 1992. Known as the Private Finance
Initiative (PFI), the scheme was expanded
by the Blair government ater 1997. From
1997-2007, PFI accounted for 88% of capital
investment in new hospitals in the NHS.

FACT:
The UK currently has a total of 720
PFI contracts adding up to total
outstanding liabilities of £222
billion over the next 35 years
Source: HM Treasury

ABOVE: WE TOOK OUR WARNING TO THE AFRICA
PPPS CONFERENCE IN LONDON IN NOVEMBER

As a major economy, the UK should have
a good chance of negotiations between
government and the private sector leading
to a good deal for the public, yet PFI has
long been criticised for representing
terrible value for money. A 2015 review
by the UK National Audit Oice found
that investments through PFI schemes
cost more than double they would if
the government borrowed directly
(typically 8% interest, compared to 4%
for government borrowing). This doesn’t
include the extra price for taxpayers of
paying proits to private companies for
the PPP projects.

THE UK’S ROLE IN PROMOTING PPPS
The UK set up and funds the Private
Infrastructure Development Group
(PIDG), itself a PPP, which exists to
promote Public-Private Partnerships
to inance infrastructure in
developing countries. Between 2002
and 2013 the UK’s Department for
International Development disbursed
$663 million from its aid budget
to PIDG, covering two-thirds of the
contributions by all donors.

The true costs of PFI are now coming
home to roost, particularly in the NHS.
Cash-strapped NHS trusts are paying the
private sector a record £2bn a year for
fees for the construction and operation
of hospitals under PFI, and several are
facing bankruptcy because of these
exorbitant costs. Over the lifetime of
the PFI contracts, the public will end up
paying up to 12 times the initial cost of the
hospitals. The up-front cost of rebuilding
Calderdale Royal Hospital in Yorkshire, for
example, was £64.6m, but Calderdale and
Huddersield NHS Foundation Trust will
end up paying a total of £773.2m.
PFI has attracted criticism from
across the political spectrum. Current
Conservative Health Secretary, Jeremy
Hunt, has said “Many of the hospitals
now facing huge deicits are seeing their
situation made ininitely worse by PFI
debt”, while Labour party leader Jeremy
Corbyn has said “Labour has a duty to
remove the PFI burden from the NHS –
this really was our mess, and we have
to clear it up.”
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The reality of PPPs across the global
South so far has reflected the UK’s
experience. All too oten, a government
ends up paying over the odds to a
private consortium to build a piece of
infrastructure or provide a public service
which it could have provided more
cheaply by borrowing directly. The project
ends up being delayed, sometimes
severely, and eventually the user fees
for the new service – water, electricity,
healthcare – are so high that the poorest
people can no longer aford them (see
case studies overleaf).

• Our PPPs campaign homepage:
www.jubileedebt.org.uk/PPPs

5. A GLOBAL CHALLENGE
The battle to stop PPPs intersects
with many of the crucial campaigns in
the UK today, from TTIP to tax justice.
Governments trying to get out of bad
PPP agreements can be sued by the
companies involved through secretive
investor-state courts like those
being pushed through the proposed
Transatlantic Trade and Investment
Partnership (TTIP) between the US and
EU, and other trade deals. What’s more,
many of the companies set up to run
PPPs are based in ofshore tax havens,
meaning that the proits made out of
public services are not even contributing
to their future running costs.
Ending poverty means ensuring that
everyone in the world has access to
good quality essential public services.
There is a mounting base of evidence
and experience from all corners of the
world that these aims are not compatible
with delivering public services and
infrastructure using PPPs. Public services
should be funded through progressive
taxation and cracking down on tax
dodging by the wealthy and multinational
companies, not by mortgaging them of at
huge cost.

• Jubilee Debt Campaign, The New
Debt Trap: How the response to
the last financial crash is laying
the ground for the next, July 2015
• Eurodad, What lies beneath?
A critical assessment of PPPs
and their impact on sustainable
development, May 2015
• The People vs PFI, a UK campaign
against unjust PFI contracts,
www.peoplevspi.org.uk
• Drop NHS Debt, campaigning for
an end to unjust NHS debts,
www.dropnhsdebt.org.uk

Stopping the major debt risks posed by
PPPs is a global challenge. We need to
tackle the PPP debt iceberg before it sinks
developing country inances. The starting
point has got to be the UK. We need to
expose the impact of PFI in the UK, and
the role of rich countries like the UK in
pushing this disastrous model on the
global South.

TAKE ACTION
The irst step is to educate
ourselves and spread the word.
Please order more copies of this
booklet using the form attached,
and get in touch with the ofice
if you are interested in holding a
meeting in your local area in 2016.

Illustration: Lonely__/iStockphoto.com
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4. PPPS AROUND THE WORLD

PPPS IN NUMBERS
$134.2 BILLION 15-20%

INVESTED IN PPPS IN
GLOBAL SOUTH IN 2012

OF INFRASTRUCTURE INVESTMENT IN

9 OUT OF 442

720

PPPS SUPPORTED BY THE WORLD BANK
ASSESSED FOR IMPACT ON POVERTY

PFI CONTRACTS IN THE UK

£56 BILLION

£300 BILLION

DEVELOPING COUNTRIES SPENT ON PPPS

UP-FRONT COST TO COMPANIES TOTAL COST TO THE PUBLIC
OF UK PFI PROJECTS
OF UK PFI PROJECTS

4%

TYPICAL INTEREST RATE FOR
UK GOVERNMENT BORROWING

THE GLOBAL
DEBT ICEBERG

8% TYPICAL INTEREST RATE
FOR PRIVATE SECTOR BORROWING

PPPS IN QUOTES
“Public-private partnerships are a
partnership between the public sector
and the private sector in the same way
as a bacon sandwich is a partnership
between a pig and a butcher”
Janine Booth, author of Plundering London
Underground

“PFIs have been an enormous
financial disaster in terms of cost.
No rational government, looking at
the interests of the citizenry as a
whole, would do this.”
Jean Shaoul, professor emerita,
Manchester Business School

“Odious debt is a legal term usually applied to the endowments of dictators in
the developing world. It means debt incurred without the consent of the people
and against the national interest. I believe it applies to at least some of our PFI
liabilities.”
George Monbiot, Guardian columnist and campaigner

“The irony [of PFI] is that we privatised
the buildings but nationalised the
debts. It’s crazy.”
Margaret Hodge MP, Chair of the Public
Accounts Committee

“[PPPs] present an attractive alternative
investment – especially with real fixed
income returns being near zero in the
wake of the financial crisis.”
World Economic Forum, 2013
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CASE STUDIES
LESOTHO:
QUEEN MAMOHATO
MEMORIAL HOSPITAL
In Lesotho, one of the irst PFI hospitals
in Africa is already costing three times
more than the old public hospital it has
replaced. As exposed by Oxfam and the
Consumers Protection Association of
Lesotho, the flagship Queen Mamohato
Memorial Hospital, built by the private
Tsepong consortium led by South African
private healthcare company Netcare,
is already eating up 51% of the Lesotho
government’s total health budget.
Lesotho is a low income country, and
the government will also have to make
spending cuts in other departments such
as agriculture and education in order to
cover the further projected 64% increase
in its health budget over the next three
years that’s needed to cover the PPP’s
increasing costs.
Meanwhile, shareholders in Tsepong
are expecting an annual 25% return on
their investment, which will mean they
will have received 7.6 times their original
investment at the end of the 18-year PPP
contract, when the hospital will pass into
government ownership.
The project has been heavily supported
by the World Bank’s International Finance
Corporation (IFC). The IFC played a central
role in the project design, including acting
on behalf of the Lesotho government
in the planning, tendering and contract
negotiation, and receiving a $720,000
‘success fee’ when the contract between
the government and Tsepong was signed.

TANZANIA:
TANESCO’S
THREE PPPS
In Tanzania, three PPPs have been
implemented for power companies to
supply electricity to the state-owned
distributor Tanesco at a pre-determined
price guaranteed by the government: one
with Independent Power Tanzania Limited
for a diesel-fuelled power plant in Dar es
Salaam, and a second with Songas. When
it started in 2004 Songas was majorityowned by the UK government through
Globaleq, a fully owned subsidiary
of the Department for International
Development’s CDC Group.
By 2007/08, the Tanzanian government
audit oice found that these two power
companies were costing Tanesco 90%
of its total revenue, and that it was
“overburdened by the liabilities imposed
by various power purchase agreements
mostly entered without compliance
with the requirements of the Public
Procurement Act and its regulations”.
A third electricity PPP was cancelled ater
a 2008 parliamentary inquiry found that
the company involved had been granted
favourable terms in the contract. However,
the company that subsequently bought
the contract, Dowans Holdings, then
sued Tanesco through the International
Chamber of Commerce, and Tanesco was
ordered to pay $124 million.
Tanesco increased energy tarifs for
household consumers by 40% in 2009 to
try to cover these costs, yet it continued
to make a large loss. In 2013, the IMF
estimated that government subsidies for
electricity cost around 10% of government
revenue. Much of this is used to pay the
inflated costs in the power generation PPP
agreements.

UGANDA:
UMEME AND BUJAGALI
FALLS
In the early 2000s two major PPPs with
foreign companies arose from the IMF and
World Bank-sponsored ‘liberalisation’ of
the Ugandan electricity sector: a 20-year
concession to run the electricity distribution
network, and a 30-year ‘Build, Operate and
Transfer’ contract for a new hydro-electric
plant at Bujagali Falls on the river Nile.
Astonishingly, the ‘private’ company
created to run Uganda’s electricity
distribution sector, Umeme, was actually
owned by the UK government. Umeme has
been accused of defrauding the Ugandan
government of hundreds of millions of
dollars by overstating losses.
The PPP has also resulted in massive
increases in charges to domestic
electricity consumers in Uganda, who
are now burdened with a tarif of 18.5¢
for 2015, compared to an average in
Sub-Saharan African countries of just
13¢. However, these tarif increases still
aren’t suicient to meet the payments
guaranteed under the PPP deals, so the
Ugandan government has to spend a
further $100 million a year in subsidies.
The Ugandan parliament has supported
a recommendation to terminate the PPP
concession with Umeme.
The other PPP scheme, at Bujagali Falls,
was initially abandoned when the main
contractor became implicated in the Enron
corruption scandal. It was then resurrected
under a further PPP scheme funded partly
through the European Investment Bank,
and was completed in 2012. Spiralling costs
have made it one of the most expensive
large dam projects in the world, with
prices for electricity produced some 80%
higher than the globally accepted level
for hydro-generation. An independent
report has now called for nationalisation
of the hydro-plant to bring an end to
the damagingly high cost to Ugandan
businesses and household consumers.

DEBT UPDATE
100,000 SAY CANCEL GREEK DEBT
It’s been a tumultuous year for Greece,
ater two sets of elections and the
imposition of a third bailout and austerity
programme on the country in July, despite
61% of Greeks voting ‘no’ to further
austerity in a referendum. A big thank
you to everyone who has signed our
Cancel Greek Debt petition, which is now
supported by more than 50 organisations
across Europe. We delivered the irst
100,000 signatures of the petition to the
Eurogroup in Brussels in November.
It follows a summer of solidarity
campaigning with Greece that saw
thousands of people engaged on high
streets, at demonstrations and at
festivals like Glastonbury. Our research
into how European banks have been the
main beneiciaries of the bailouts, as well

As we outline in our new brieing,
The Never-Ending Austerity Story, the
agreement imposed in July continues the
‘extend and pretend’ approach to Greece’s
debt crisis that has failed to improve the
situation for the last ive years. The EU’s
likely ofer to restructure Greece’s debt
falls a long way short of what is needed,
with no debt proposed to be cancelled
and no reduction in any of Greece’s debt
payments scheduled until ater 2030. The
campaign continues.
Sign and share the Cancel Greek Debt
petition at: www.jubileedebt.org.uk/
greecepetition
Read The Never-Ending Austerity
Story at www.jubileedebt.org.uk/
newgreecebrieing

MPS BACK DEBT TRAP CAMPAIGN
Thank you also to everyone who has sent
their MP a postcard in support of our No
New Debt Trap campaign. In July our report
The New Debt Trap: How the response to
the last global inancial crisis has laid the
ground for the next received widespread
coverage including a double-page spread
in The Observer. It warned that more
than 30 countries around the world are
currently in debt crisis or at high risk of
one. The subsequent economic slowdown
in emerging markets like China, and the
collapse in the price of commodities
like copper, tea and oil, which many
developing countries rely on heavily for
their income, has brought increased
urgency to the campaign. So far more
than 70 MPs have signed Early Day Motion
68 in support of action to prevent a new
debt trap, including new Labour leader
Jeremy Corbyn and shadow international
development secretary Diane Abbott. MPs
can sign the motion until the end of April
so it is well worth keeping up the pressure
on those who haven’t signed.

LEFT: WE COLLECTED THOUSANDS OF
GREECE PETITION SIGNATURES AT THE
DROP THE DEBT BUS AT GLASTONBURY
IN JUNE

Email your MP at
www.jubileedebt.org.uk/newdebttrap

Global Justice

Read The New Debt Trap report at
www.jubileedebt.org.uk/
debttrapreport

Now
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Jubilee Debt Campaign is part of a global
movement demanding freedom from
the slavery of unjust debts and a new
inancial system which puts people irst.
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dropthedebt
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as the proits being made by the IMF and
ECB out of loans to Greece, has spread
around the world, while we have also
projected ‘Cancel Greek Debt’ onto the
German embassy in London, with Global
Justice Now.

