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Executive summary 

Good growth and regeneration are, rightly, urgent priorities for the government. Yet 
time is short. Fiscal constraints remain imposing. And the state of Britain’s public 
realm is worse than when we penned our previous report on public-private 
partnerships (PPPs) – ‘Rebuilding the Nation 03: Infrastructure Investment 
Partnerships’ – in 2024.2  

At FGF, we believe that the government needs to shape markets towards 
progressive ends. In the current context, leveraging capital, expertise and capacity 
by partnering with the private sector is vital for delivering the visible change – and 
progress – the public craves. The government needs to show voters a credible path 
towards a better future for their communities. 

In Rebuilding the Nation 03 we argued for the reintroduction of public-private 
partnerships (PPPs) into the government’s toolbox for delivering public 
infrastructure. Specifically, we called for a new, progressive model of PPPs: 
Infrastructure Investment Partnerships (IIPs). This model learns the lessons from the 
mistakes of private finance initiatives (PFI), especially early pathfinder projects, and 
builds on how progressive governments in Wales, Australia and elsewhere have 
adapted and deployed PPPs since.  

Unlike PFI, this approach would use PPPs strategically, not thoughtlessly nor by 
default. It would deliver public control and transparency, not be hands-off and 
opaque. And it would focus on delivering for workers and communities, not treating 
them as financial assets for investors overseas with no stake in those places. We 
also made the case that a mayoral model – Mayoral Infrastructure Investment 
Partnerships, or Mayoral IIPs – should be developed.  

Subsequently, the government decided to pursue new PPP programmes for 
Neighbourhood Health Centres and public-sector decarbonisation. These were a 
welcome start, but progress since has slowed. Over a year since the 10-year 
Infrastructure Strategy, no substantial pipeline has followed, and our understanding 
is that no further PPP programmes are currently in development. With less than 
three years left in this Parliament to make meaningful progress, there is both the 
opportunity, and the need, to go further and faster. 

We begin this report by rehearsing the main features of the case for using PPPs in 
delivery of public infrastructure. In contrast to the PFI era, we argue they should be 
used selectively and strategically, focused on high-potential projects that can bring 

2 Future Governance Forum, ‘Rebuilding the Nation 03: Infrastructure Investment Partnerships’, 2024. 
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major positive spillovers, such as for regeneration, alongside new public 
infrastructure. 

We then return to the Mayoral IIP model that we called for in our previous report, 
which proposed that combined authorities be empowered to use these where there 
was a strong business case, underpinned by integrated funding settlements. Two 
years on, we have taken that thinking further, setting out in detail how such a model 
should work: its design, the conditions needed for success, and how it should be 
governed, funded and resourced. 

Our recommendations to the government are as follows. 

1. Giving mayors freedom to use new progressive public-private partnerships for 
public infrastructure 

Mayoral Strategic Authorities (MSAs) should be given the freedom to pursue a new 
progressive model of PPPs – Mayoral IIPs – if they wish. MSAs should prioritise using 
PPPs for regeneration projects and set ambitious social and community benefit 
objectives focused on delivering training and apprenticeship opportunities for young 
people. 

2. Devolving new strategic infrastructure funding as PFI contracts end 

As existing PFI contracts increasingly come to an end across England, funding freed 
up should be reallocated to MSAs and ringfenced for strategic infrastructure 
investment. Capital and interest repayment costs from PFI contracts are due to fall 
by around £500mn by 2032-33, and by £1.7bn by 2037-38. A proportional share of 
these figures allocated to a mid-sized MSA like the North East would give them an 
additional £17mn a year by 2032-33 and £58mn by 2037-38. Unless a conscious 
choice is made to reuse these funds for public infrastructure, they will be absorbed 
back into existing budgets and likely diverted elsewhere. 

3. Building a new, pan-regional layer of infrastructure delivery support and scrutiny  

MSAs should establish pan-regional infrastructure delivery bodies to provide 
common resources, expertise and support in developing PPPs and other 
infrastructure projects. For example, the combined authorities in the West Midlands, 
East Midlands and Lincolnshire should establish Infrastructure Midlands. These 
bodies would share out costs, help to reduce consultancy spend, and particularly 
help smaller and newer MSAs. 

Alongside these, pan-regional scrutiny bodies should be established to hold MSAs to 
account, including on the use of PPPs. These build on the concept of regional public 
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accounts committees that we proposed in Impactful Devolution 04.3 This would 
again allow MSAs to spread the administrative cost and ensure consistent scrutiny 
across each MSA area. At a minimum, they should include representation from 
regional MPs, councils, and leaders and experts from other domains within MSA 
areas. 

4. A new co-ordination body at the centre, based in Number 10 North 

A new infrastructure delivery taskforce should be established in Number 10 North. 
Its purpose should be to progress as many MSA projects as possible towards 
construction. It should be led by a senior figure with market credibility and 
public-sector experience. The taskforce should draw in the best-performing officials 
from the Infrastructure and Growth team in the Treasury, the National Infrastructure 
and Service Transformation Authority (NISTA), the Office for Investment (OfI) and UK 
Government Investments (UKGI). Where necessary, it should also co-ordinate and 
arbitrate disagreements between MSAs. 

5. Mayoral Directions to complement MSA Chief Executive Accounting Officer 
responsibility 

Alongside a new pan-regional scrutiny body, we support the intention of the 
government to give MSA Chief Executives Accounting Officer responsibility. It is right 
that the senior official held to account for spending decisions is located within the 
strategic authority area where those decisions are made. With this, there needs to 
be a formal, transparent mechanism to resolve any disagreements between 
Accounting Officers and elected mayors on value for money questions. Where MSA 
Chief Executives consider spending decisions not to be value for money, they should 
be able to require a published Mayoral Direction in order to proceed, similar to 
Ministerial Directions in central government departments, if mayors decide to go 
ahead nonetheless. 

6. Updating the governance and accountability system 

Pan-regional scrutiny bodies, Accounting Officer responsibility and Mayoral 
Directions would all contribute to a much more robust governance and 
accountability system. The government also plans to establish the Local Audit Office. 
For PPPs, this should be added to with mandatory transparency requirements, 
including publishing business cases and contracts, and using comparable monitoring 
and evaluation frameworks so performance can be more easily assessed. MSAs 
must take on full fiscal risk in pursuing PPPs and not expect to fall back on the 
Treasury if projects go wrong. 

3 Future Governance Forum and Metro Dynamics, ‘Impactful Devolution 04 – Stewards of the Regional 
System’, 2026. 
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Between now and the next general election, the biggest political challenge is 
showing the public that the government is able to deliver change, not just business 
as usual. Devolving powers over PPPs would move decision-making closer to the 
communities who need this public infrastructure and economic transformation most, 
speeding up project development and delivery in the process. These projects would 
be a highly visible affirmation to people in these places that the government, MSAs 
and their constituent councils believe in investing in their future, rather than 

consigning them to a spiral of managed decline.  
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Part One: The re-emergence of 
public-private partnerships 
 

Progress through partnership: the case for progressive PPPs 

In 2023, the discovery of a lightweight, porous concrete crumbling in the roofs of 
school buildings forced the closure of classrooms across England – and with it, 
forced a reckoning. Decades of chronic under-investment had allowed the public 
realm to fall into a state of disrepair, leaving roads potholed, high streets 
dilapidated, and schools and hospitals deteriorating.  

How public spaces look and feel shapes how people think about their local 
community and therefore their quality of life, feelings of hope and sense of agency. 
Rebuilding the public realm is thus as much a social and political imperative as an 
economic one. 

In Rebuilding the Nation 03, we argued that the UK could not credibly address this 
backlog, never mind meet its future infrastructure needs, while leaving one of its key 
tools – public-private partnerships (PPPs) – out of the toolbox. Deployed wisely, 
designed well and aligned to progressive values, PPPs can be fiscally sustainable, 
produce high-quality infrastructure on budget and on time, and deliver a wide array 
of additional community benefits. 

Three arguments underpin that case. 

1. The scale of the UK’s infrastructure deficit 

National Audit Office (NAO) analysis puts the maintenance backlog across the public 
sector at £49bn, with Ministry of Defence properties, schools and the NHS estate 
accounting for 88% of the total.4 The NHS estate maintenance backlog rose by 
£2.1bn, to £15.9bn, in 2024-25 alone.5 Since 2010 unresolved high-risk maintenance 
issues – which could cause major disruption, injury or service failure – have 
increased by a factor of 10.6 The consequences of this are being felt on the frontline, 

6 ibid. 

5 The King’s Fund, ‘Deteriorating NHS estate’, 2025. 

4 National Audit Office, ‘Maintaining public service facilities’, 2025. The NAO figure is likely an 
underestimate. Government data on property condition is incomplete and inconsistent. The true cost of 
full remediation is also not known: the Office of Government Property has estimated the actual cost of 
remediation could be substantially higher than the maintenance backlog figure, in some cases up to ten 
times higher. See Committee of Public Accounts, Condition of Government Property, Twenty-Ninth 
Report of Session 2024–25, HC 641: Condition of Government properties. 
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with more than 5,000 clinical incidents each year caused by disrepair across the 
NHS estate.7  

A recent report by Oxford Economics, commissioned by a group of UK infrastructure 
investors and operators,8 said: 

 

 

Another recent report by the Public Private Partnerships Commission (PPPC), chaired 
by Sir John Armitt, found that the infrastructure investment ‘to-do list’ has risen to 
£258bn over the next decade.9 This aligns with our own estimate of the UK’s 
infrastructure deficit in Rebuilding the Nation 03 of around £300bn. 

The longer this backlog goes unaddressed, the more costs spiral. The Cabinet Office 
has estimated that deferring backlog maintenance may increase costs by more than 
50% over a two- to four-year period.10 Not properly maintaining public infrastructure 
shortens its useful lifespan and means having to invest in building new, more 
expensive assets to replace them. There is also generational unfairness in passing 
these costs on to our children and grandchildren. 

2. Public capital alone is not enough 

The Chancellor’s fiscal rules, which require debt to fall as a share of GDP within the 
forecast period, place a hard ceiling on how much government can borrow to invest. 
Even without formal fiscal rules, market pressure given persistent UK inflation and 
already high debt-servicing costs would severely constrain room for manoeuvre. We 
welcome the government’s commitment to raise public sector net investment to 
2.6% of GDP. But given the scale of the infrastructure deficit, even a large increase in 
public investment over the Parliament is unlikely to do more than slow the decline of 
the public estate, let alone reverse it or address future need. 

10 Cabinet Office, ‘Government building maintenance backlog is at least £49 billion, spending watchdog 
says - NAO press release‘, 2025. 

9 Public Private Partnerships Commission, ‘PPPC’, 2026. 

8 Oxford Economics, ‘The UK’s Investment Shortfall: Why it persists, and what a sustained rise in 
investment would mean’, 2026.  

7 ibid. 
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The change in debt measure to Public Sector Net Financial Liabilities (PSNFL) has 
created more space for public-sector financial institutions (PuFins), including the 
National Wealth Fund (NWF), to invest.11 However, the NWF will not invest in social 
infrastructure, so healthcare, education and, to a large extent, public housing will 
continue to be neglected.12 Despite some projects going wrong, these are areas that 
the private finance initiative (PFI) programme disproportionately supported.  

3. PPPs can deliver better value for money 

Value for money must be central to any delivery model for public infrastructure. For 
PPPs, the available evidence remains inconclusive. It was a clear failure of the PFI 
era not to adequately gather data to be able to evaluate performance comparably. 
Equally, we still do not have adequate information on publicly financed projects to 
be able to properly compare approaches. The NAO has rightly pointed out, going 
back decades, that this undermines our ability to assess value for money. 

Some PPPs – including some PFI deals – have worked well. Others should never have 
been started, were badly designed, and delivered neither good outcomes nor value 
for money. But the evidence suggests that, in the right circumstances and when 
managed effectively, PPPs can represent a good option.13 

There are three reasons for this. The first is expertise: PPPs harness the private 
sector's commercial and technical experience in managing assets and delivering 
large-scale infrastructure. It is not always cost effective for the public sector to build 
and retain this expertise in-house, especially for specialist or one-off projects. 

Second: stronger performance incentives. Designed well, PPPs have a good track 
record of constructing assets on time, on budget and to the quality specified,14 
driven by the private partner bearing the risk of cost increases – risks that would 
otherwise sit with the taxpayer. Repayments generally do not begin until an asset is 
built and in use, and long-term contracts provide cost certainty that public-sector 
equivalents lack. We know, for instance, more or less exactly what we are going to 
be paying for these assets all the way out to 2048.15 For publicly financed projects, 
we have no idea – it is entirely opaque. 

15 Infrastructure and Projects Authority, ‘PFI Dashboard 2024-25 | Tableau Public’, 2025. 

14 S. Verweij, I. van Meerkerk and C. B. Casady, ‘Assessing the Performance Advantage of Public-Private 
Partnerships’, 2022.  

13 ​​We explore the question of value for money and the evidence base around PPPs in more detail in 
Rebuilding the Nation 03. 

12 National Wealth Fund, ‘National Wealth Fund Five-Year Strategic Plan’, 2026. 

11 ​​The move from Public Sector Net Debt (PSND) to PSNFL as the government's headline debt measure 
means loans and equity investments – financial transactions – are now netted off against the financial 
assets they create. This has made it easier for institutions like the NWF to lend and invest at scale 
without breaching the fiscal rules. 
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A ‘black hole’ project like HS2 – now estimated to cost the taxpayer up to £1bn per 
mile16 – would not happen under these arrangements. Construction risk would be 
transferred to the private sector, instead of the taxpayer footing the bill for every 
delay. In addition, PFI, and many PPPs, bundle in maintenance over the life of the 
contract. This gives the private partner a direct incentive to design and build to a 
standard that minimises long-term maintenance costs. This is the reverse of 
incentives for publicly financed projects, where the pressure is often to pay less 
upfront but then end up carrying much larger maintenance costs over time that 
more than outweigh any short-term savings. 

The third is better long-term asset stewardship. After construction, the payment 
mechanism and contractually agreed service levels incentivise efficient operation 
while penalising poor performance. This extends the lifespan of infrastructure and 
avoids the kind of maintenance backlogs that plague much of the public estate. The 
earliest PFI projects did not have good enough provisions, or sometimes any, on the 
expected condition of assets when handed back to the public sector. However, this 
has been corrected in contracts agreed since. 

The obvious objection is that, in principle, it costs more for the private sector to 
borrow than for government to borrow. But the cost of finance is only one 
component of the lifetime cost of constructing, operating and maintaining 
infrastructure over many decades. Set against that fuller picture, PPPs can, in many 
cases, represent good value for money. The cost of finance argument is only 
relevant if the public sector is actually going to finance these projects, which our 
infrastructure deficit shows it often isn’t. In practice, the choice is not public or 
private, but private or nothing. 

We are not advocating for a return to PPPs at the scale of PFI at its peak, nor 
claiming they will always be the value for money choice. The most heavily criticised 
PFI failures stem largely from its earliest pathfinder projects, whose contracts were 
often inadequately scoped. These are problems that more recent PPP models, such 
as the Welsh Government’s Mutual Investment Model (MIM), have largely resolved. 
Any new model must learn both from these shortcomings and from the best of what 
progressive governments elsewhere have done since. PPPs must be deployed 
selectively and strategically, prioritised for projects that have major spillover 
benefits to local economies alongside the public infrastructure they deliver.  

The evidence of the past eight years is unambiguous: where PPPs are not an 
available option, the public infrastructure people and places need simply does not 
get built. 

16 The Telegraph, ‘HS2 trains will not run from London Euston before 2040’, 2026.  

16​  

https://www.telegraph.co.uk/news/2026/05/19/hs2-trains-will-not-run-from-london-euston-before-2040/


 

 

A progressive alternative to PFI 

Although first introduced by the Conservatives, it was the New Labour government, 
building on work in opposition by John Prescott, that significantly expanded the use 
of PFI, particularly for delivering social infrastructure such as schools and hospitals.  

PFI helped to bring about a major increase in public infrastructure, and aside from 
individual, well-publicised failures – of which there are plenty with publicly-financed 
projects too – PFI assets, on the whole, delivered. A 2020 NAO survey found that 
71% of assets developed under PFI were anticipated to be handed back at the end 
of contracts in expected or better quality than required, with just 12% expected to 
be lower.17 

Given we developed around 700 PFI projects in total, even a 95% success rate would 
mean 35 failures. There are perhaps a dozen, well-documented examples of PPPs 
going wrong. There are many more that have been effective but get much less 
attention. If the bar for any public infrastructure model is zero risk, then we will be 
paralysed from pursuing any major projects.  

The model did, nonetheless, have deficiencies – and rightly came under criticism for 
its complexity, overuse, and the adversarial relationships it could create. The 
collapse of outsourcing giant Carillion in 2018, which helped bring about the 
downfall of PFI, laid bare deeper flaws in the design and management of some PFI 
contracts. These included excessive risk that some contracts placed on suppliers 
and providers; poor transparency in the procurement process; and inadequate 
public oversight of performance and long-term asset management.18 

When the Coalition Government entered government in 2010, use of PFIs was scaled 
back. Despite having been the original progenitors of PPPs in the UK going back as 
far as Thatcher and HS1, members of the Conservative government at the time told 
us they disliked these contracts because, unlike everywhere else in the public 
sector, they could not cut spending.19 In 2018, under a Conservative majority 
government, PFI was formally abolished. 

In the eight years since, the UK’s devolved governments have continued to do what 
the Westminster government stopped doing: showing how reformed PPP models can 
deliver the infrastructure we need while bringing social, environmental and 

19 HM Treasury, ‘Treasury announces plans to find £1.5 billion savings across PFI contracts’, 2014. 

18 Public Administration and Constitutional Affairs Committee, ‘After Carillion: Public sector outsourcing 
and contracting’, Ninth Report of Session 2017–19, HC 748, 2018.  

17 National Audit Office, ‘Managing PFI assets and services as contracts end’, 2020.  
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community benefits at the same time. Wales introduced the MIM model in 2017, 
which has enabled three projects worth around £1.4bn across transport, education 
and health: the final section of the Heads of the Valleys road, to improve access to 
jobs and encourage investment; two schools projects, including one in Flintshire that 
will deliver a carbon-neutral school campus; and the Velindre Cancer Centre in 
Cardiff.  

MIM removes ‘soft’ facilities management (cleaning, catering, security) from scope, 
requires contractually enforceable community benefits, and takes a public equity 
stake of up to 20% through the Development Bank of Wales. This means the Welsh 
Government sits on the board and gets full transparency over the project. 

Scotland used the Non-Profit Distributing model between 2005 and 2019 across 15 
contracts worth £2bn, capping private returns and reinvesting surpluses. It now 
operates a MIM variant of its own. Scotland's hub programme has delivered around 
£2.2bn of community infrastructure across some 200 projects over a decade. 

Learning from these models, and from the weaknesses of PFI, Rebuilding the Nation 
03 recommended that the Westminster government introduce Infrastructure 
Investment Partnerships (IIPs), a new progressive model of PPP, as an option within a 
redesigned national procurement framework. The table below compares the 
model’s key features against PFI. 
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The report also set out the conditions needed for IIPs to succeed. Chief among them 
was stronger commercial capability within the public sector and a credible, 
long-term pipeline of projects to give investors confidence. 
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It also began to explore how the model might evolve: introducing a Mayoral IIP 
variant, premised on giving English mayors the tools to deliver their own 
infrastructure, and a Regeneration IIP, which would use a given infrastructure project 
as an anchor to drive wider community renewal (based on the Australian State of 
Victoria’s “precinct PPP” model). Both ideas are developed further later in this 
report. 

 

The return of PPPs 

In June 2025, the government published its 10-Year Infrastructure Strategy, setting 
out what amounts to a £725bn programme over the next decade and reopening the 
door to PPPs for the first time since 2018. Delivery sits with a new joint HMT–Cabinet 
Office body, NISTA – the National Infrastructure and Service Transformation 
Authority. It was formed that spring through a merger of the Infrastructure and 
Projects Authority (IPA) and the National Infrastructure Commission (NIC). 

The language struck a cautious note. PPPs would be used only “in very limited 
circumstances” and only where a revenue stream and appropriate risk transfer 
could be achieved. The government named primary and community health 
infrastructure and public sector decarbonisation as the first two use cases. It 
committed to publishing a project pipeline every six months, taking up many of 
FGF’s core recommendations from nine months earlier. 

Progress continued through 2025. At the Autumn Budget, then Chancellor Rachel 
Reeves announced the NHS Neighbourhood Rebuild Programme: 250 neighbourhood 
health centres (NHCs), with 120 operational by 2030. Of these, some 50 will be 
refurbishments of existing buildings while 70 will be new builds.20 They will be a mix 
of publicly financed and PPP projects, which should allow for some value-for-money 
comparison. This is a sensible move: tracking – and publishing – the relative lifecycle 
costs and performance is the only way to close the PPP evidence gap that has 
persisted for decades. 
 
 

Momentum slows 

More than a year on from the Infrastructure Strategy, a substantial pipeline of PPP 
projects has not materialised. Treasury signalling to investors and developers has 
indicated they see NHCs and public-sector decarbonisation as the entirety of the 
taxpayer-funded PPP programme, not the start of a larger programme. And within 

20 UK Parliament, ‘NHS Investment: Neighbourhood Health Centres and Digital’, 2025.  

20​  

https://hansard.parliament.uk/commons/2025-11-25/debates/25112522000010/NHSInvestmentNeighbourhoodHealthCentresAndDigital


 

even these two areas, it is still unclear when any projects will be procured. 
Meanwhile, most Integrated Care Board (ICBs) – in partnership with mayors, local 
authorities and other partners – have submitted project proposals to the 
government and shown strong appetite to proceed. 

With less than three years left in this Parliament for the government to show it can 
fix the public realm and win voters' consent to go further, urgency is now needed. 
The lack of a sizeable, credible pipeline, which would give investors strong 
conviction on building up their UK capabilities, has left many doubting whether the 
UK should be a priority market. As well as lost investment, this means jobs and 
training opportunities going elsewhere. Especially with a new Prime Minister and 
Chancellor in place, a clear, unequivocal signal is needed that these projects will 
proceed at pace – with spades in the ground this Parliament – and that the 
government will also explore other opportunities, including by empowering mayors 
to use PPP delivery models. 

How PPPs are used across Whitehall and beyond is heavily shaped by Treasury 
guidance. Here, recent developments suggest a cooling off on the deployment of 
PPPs. 

Where a new NHC is delivered as a PPP, its capital cost will not need to be met 
upfront because repayments do not begin until construction is complete and the 
assets are in use. The day-to-day cost thereafter will count as revenue spend each 
year through unitary payments over 25 years or similar. This is typical for how PPPs 
are treated, reflecting that the upfront capital cost is risk largely borne by the 
private sector. However, a letter sent by Treasury to departmental finance directors 
in August 2026 ends that treatment for such projects from 2027-28, requiring their 
asset values to be scored against departmental capital budgets instead.21 There was 
broad consensus among those we spoke to that this is having a chilling effect across 
Whitehall, discouraging departments from bringing forward business cases for 
further PPP-funded projects. 

PPPs may be back in the government's toolkit, but there remains strong institutional 
pushback in parts of the Treasury against them. This is despite the fact there is no 
definitive evidence base either way – for which the Treasury itself is in large part to 
blame – and the parlous state of public infrastructure shows that the alternative is 
managed decline. One of the main Treasury objections is that, as long-term 
contracts, they cannot be cut part-way through. They force long-term thinking about 
our public infrastructure, which runs against a Treasury desire for maximum 
flexibility to move funding around, to respond to day-to-day pressures. 

21 Partnerships Bulletin, ‘Treasury letter threatens future of PPPs’, 2026. 
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Maintaining investor confidence 

In the 2000s, the UK was a world leader in developing PPPs and had the most 
dynamic global market for projects and talent. Much of that market has now moved 
elsewhere, albeit there is a growing PFI handback market as more contracts come to 
an end. Investors we have spoken to have become deeply frustrated by the current 
centralised approach, which creates bottlenecks, slows down project development 
and kills initiative. NISTA, too, is seen with some scepticism in places.  
 
One way to counter this, consistent with the new government’s ambitions more 
broadly, would be to move the decision-making around PPPs to the mayoral level. In 
theory, investors may perceive a trade-off in allowing Mayoral Strategic Authorities 
(MSAs) to pursue PPPs rather than channelling all activity through central 
government. Average project size or bundles of projects may be smaller than a 
national-level programme. However, in practice, this would be the best way to get 
projects moving, introduce dynamism and get Britain building again. We explore how 
this could work in more detail in the next section. 
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Part Two: Making PPPs available to 
mayors 

The Prime Minister has argued that political power has been centralised in this 
country over the last 40 years. We agree – and it's an argument FGF has long made, 
consistently calling for power to be devolved out of Whitehall and around the 
country. That same logic holds here: breaking out of an over-centralised delivery 
model that has stifled project development, by devolving PPP deployment to MSAs.  

There are good precedents in other countries for PPP deployment at sub-national 
level – often pursued by progressive administrations, as well as examples of 
successful PPPs at local authority level. 

 
 

How PPPs could support regeneration 

As we argued in ‘Rebuilding the Nation 03’, PPPs have the potential to play a major 
role in regenerating areas that have declined. We pointed to the example of the 
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$1.5bn (AUD) Footscray Hospital project in western Melbourne in Australia, which 
was then in development by the Labor Party administration in the state of Victoria. It 
has since been completed – on time and on budget – and is now open to the public.22 
 
Alongside delivering a larger, state-of-the-art healthcare facility, the project 
achieved an impressive range of social benefits during the construction phase (see 
table below).23 In addition, the project set up a local employment hub with the state 
government and local university. Some $680,000 (AUD) was spent on further 
community benefit initiatives, including supporting local youth organisations. 

 

23 Plenary, ‘New Footscray Hospital project delivers record social procurement, First Nations and 
community benefit outcomes | Plenary Asia Pacific’, 2026.  

22 Victorian Health Building Authority, ‘New Footscray Hospital’. 
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The project has now moved into the second phase to redevelop the old hospital 
footprint into housing and community spaces.24 
 
This is a prime example of the level of ambition that can be achieved from PPP 
projects in social infrastructure where they are targeted, strategically chosen and 
place-based. The outcome is much needed major public infrastructure acting as an 
anchor investment around which wider regeneration activity can be developed. 

24 Victorian Government, ‘Former Footscray Hospital - Development Victoria’. 
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1  ‘Roseter’, 2026.   2  Roseter, ‘Greater Manchester health-hub site search’, 2026.   3  Tameside Council, ‘Homes, Spaces, Places: 
Preferred Options Plan’, 2026.   4  BBC News, ‘Orchard Street, Pendleton housing plans’, 2026. 
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New public infrastructure is often a large – sometimes the largest and certainly the 
most visible – investment many communities will see in their area. We should be 
using it to anchor wider regeneration, and where appropriate to contribute to 
broader social and economic policy objectives, pulling in investors and developers 
to build services alongside.  
 
We must shift away from narrow, technocratic project delivery to more holistic, 
place-based neighbourhood and community building rooted in people's lives. MSAs, 
working with their constituent councils, are much better placed to do this than 
Whitehall. They have greater knowledge of their economies, better understanding of 
the transformative potential of such developments and, crucially, have skin in the 
game. 
 
We recommend that: 

●​ MSAs be given the freedom to pursue a new progressive model of PPPs – 
Infrastructure Investment Partnerships (IIPs) – if they wish. This must not 
repeat the mistakes of some PFI contracts, but draw on the lessons of 
progressive governments in Wales, Australia and elsewhere, as we proposed 
in Rebuilding the Nation 03. MSAs should not be forced to use, nor be 
stopped from using, any particular delivery model. With some additional 
resources arising from fiscal devolution, there is potential for MSAs to 
leverage recurring revenues to raise project finance for new public 
infrastructure. Within a more robust scrutiny and accountability setup within 
regions, as we discuss below, it should be for MSAs to decide which delivery 
model they then use to achieve that. In doing so, they must take on full fiscal 
risk and not expect to fall back on the Treasury if projects go wrong. 

●​ With this freedom, MSAs should prioritise using IIPs for regeneration 
projects rather than standalone public infrastructure. As we said in our 
previous report, we do not think the UK should return to the PFI-era volumes 
of PPPs but deploy them strategically for high-potential projects such as for 
economic regeneration. 

●​ In doing so, as we argued previously, MSAs should set ambitious social and 
community benefits objectives. The Footscray example demonstrates that 
high ambition is deliverable. In line with the government’s recent change to 
social value guidance, these requirements should focus on training 
opportunities for local communities, and apprenticeships and work 
placements for young people.25 

25 Cabinet Office, ‘PPN 026: The Social Value Model’, 2026. 
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Devolution principles 

One of the arguments often made against devolving more ambitious infrastructure 
development powers is that MSAs lack the capability to procure, develop and 
manage these projects well. This overlooks the fact that MSAs already undertake 
significant development activity, particularly in sectors like housing and transport. 
Indeed, some of the MSAs grew out of regional transport authorities.  

It is true that many have less experience in delivering social infrastructure, but they 
have not had powers or funding and therefore had no reason to develop this 
expertise. Just as in housing and transport, where powers go, the capability will 
follow. Central government has an important role to play in helping them to rapidly 
scale up these capabilities. 
 
On public-private partnerships writ large, not just taxpayer-funded models, many 
MSAs have experience in managing such projects. In Liverpool City Region (LCR), for 
instance, the MSA has created a joint venture (JV) to deliver gigabit broadband 
across the region: LCR Connect. LCR has a 50% stake, alongside two private-sector 
partners who own the other 50% between them. In Greater Manchester, the MSA has 
set up Hive Homes, a for-profit JV with housing associations, developers and others. 
 
The principles that should guide use of PPPs at MSA level are as follows. 
 

●​ Choice. MSAs should be able to choose for themselves the most appropriate 
delivery model for public infrastructure. They should make their own value 
for money assessments, enabled by enhanced scrutiny and accountability 
measures we discuss later. Ultimately, elected mayors should decide whether 
projects proceed or not. 

●​ Support. MSAs would benefit from a common set of shared resources for 
infrastructure delivery in general, and for PPPs specifically. In our view, this is 
best done at a pan-regional level (see below), so there is some geographical 
continuity, the burden can be spread to help smaller and newer MSAs, and 
co-ordination is easier than through a single central body at national level.  

●​ Flexibility. MSAs should have ready access to high-calibre skills and the 
latest available evidence on effective project delivery. However, every 
project has unique aspects, so there must be flexibility to adapt to local 
circumstances. Most MSAs will want to build on best practice developed by 
NISTA, the Scottish and Welsh governments, and governments overseas. But 
there must also be space for policy innovation. 
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●​ Co-ordination. Devolution should not mean creating new silos and hard 
boundaries between neighbouring strategic authority areas. There is 
potential for projects to be developed by neighbouring MSAs that could 
overlap or pressure local supply chains such that costs are driven up for 
both. As we discuss below, a new infrastructure delivery taskforce in No10 
North – staffed by specialist officials from the Treasury Infrastructure and 
Growth Directorate, NISTA, the Office for Investment and UK Government 
Investments (UKGI) – should provide this co-ordination function. MSAs should 
be incentivised to pursue projects across MSA boundaries, where the 
economic and social benefits may be largest. 

 
MSAs should establish pan-regional infrastructure delivery bodies to provide 
common resources and support for MSA teams. The exact boundaries should be 
determined by MSAs themselves but there is a logic to an Infrastructure North, 
Midlands, South West and South East. These bodies would particularly help smaller 
and newer MSAs who may initially have less well-developed capabilities and may 
struggle to build this up quickly on their own. This would help to ensure that 
devolution does not drive economic divergence between larger and smaller MSAs. 
 

Funding and fiscal devolution 

Under Prime Minister Andy Burnham, the government has made a firm commitment 
to greater fiscal devolution. Our understanding is that it will have two main features: 

●​ Cost-neutral tax retention: MSAs will retain more of the business rates they 
generate, incentivising them to spur greater business activity in their regions. 
They will also get a share of the income tax generated in their area. However, 
this is likely to be coupled with the removal of other funding streams from 
central government. This will not therefore generate new resource 
immediately, but will give MSAs day-to-day revenue that they will be 
incentivised to grow and against which they may be able to raise project 
finance.  

●​ A new revenue stream: The government has announced that MSAs will be 
able to introduce a ‘tourist tax’, or Overnight Visitor Levy, on people visiting 
their region. This will be helpful but not transformative. In Liverpool City 
Region, it is estimated it could raise around £18mn a year 26– a roughly 4% 
increase in its day-to-day revenue.   

26 UK Government, ‘Local leaders handed powers to drive investment in communities’, 2026. 

29​  

https://www.gov.uk/government/news/local-leaders-handed-powers-to-drive-investment-in-communities


 

Alongside integrated settlements, these are meaningful changes that give MSAs 
more resources and flexibility while ensuring they remain fiscally accountable. 
Because the business rates and income-tax changes will be cost neutral, mayors will 
have to grapple with real trade-offs if they wish to use that funding differently. This is 
the right approach: devolving not just powers and funding, but also responsibility 
and accountability. 
 
In addition to these, we propose that funding freed up from expiring PFI contracts in 
England is devolved to MSAs to help fund public infrastructure. In line with existing 
government policy, this would be cost-neutral, recycling existing spend rather than 
any additional spending. There is no reference in the Spending Review to 
departmental allocations having been adjusted for PFI contracts coming to an end. 
Therefore, our working assumption is that this funding has not yet been reallocated. 
 
Taxpayer-funded PPPs – as with most PFI contracts – are funded by an annual 
payment called a unitary charge. This typically covers running costs, maintenance, 
organisational expenses, debt repayment, interest and a return for equity holders.  
 
The UK currently has 654 PFI contracts27 in place across hospitals, schools, waste, 
emergency services and others. Just over half (54%) are managed by local 
authorities, followed by the devolved administrations (18%) and the NHS (15%).  
 

 

27 Infrastructure and Projects Authority, ‘PFI and PFI2 projects: 2025 Summary Data - GOV.UK’, 2026. 
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By sector, over half (57%) are in healthcare and education. The rest are split across 
more than a dozen areas including housing, leisure facilities and libraries. 
 

 
 
Because these contracts were typically agreed over 25 year periods or similar, and 
projects surged in the early 2000s, we have now passed the peak of aggregate 
annual repayments for the public sector. That means each year from now, some 
funding will be freed up. In 2027-28, total PFI repayments in England will be £7.6bn, 
around £17mn on average per project.  
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That is less than 1% of day-to-day government spending.28 By 2032-33, this will have 
fallen to £6.3bn – a drop of £1.2bn – as 133 contracts expire, and to £3.4bn over the 
next decade. 
 

28 HM Treasury, ‘Public Expenditure Statistical Analyses 2026’, 2026.  
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An NAO estimate put operating, maintenance and other day-to-day costs within 
these projects at around 60% of a typical unitary charge.29 These costs will continue 
once assets are back being managed by the public sector. The other 40% is the cost 
of debt taken out to finance the original construction, interest and a return to equity 
investors, which will be fully paid off once contracts expire. Using these ballpark 
figures, by 2032-33 around £500mn should be freed up (see chart below). By 
2037-38, this will rise to £1.7bn compared to today.  
 

29 National Audit Office, ‘The choice of finance for capital investment’, 2015.  
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If distributed by population share, this would mean, for example, an additional 
£25mn for Greater Manchester and West Midlands by 2032-33, £20mn for West 
Yorkshire, £19mn for the East Midlands and £17mn for the North East. By 2037-38 
these figures would rise to £85mn for Greater Manchester and West Midlands, 
£69mn for West Yorkshire, £64mn for the East Midlands and £58mn for the North 
East. In practice, these figures would be higher because we would want to use a 
rebalancing mechanism to avoid London disproportionately benefiting, which would 
be the case if redistributed by population share alone. 
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Unless a conscious choice is made to reuse these funds for public infrastructure, 
they will be absorbed back into existing budgets or clawed back by the Treasury 
and redirected elsewhere. Given the ballooning maintenance backlog across the 
public sector, revealed preference suggests much of it will be diverted to other 
areas. This will worsen the state of the public realm further. 
 
Instead, MSAs should get a proportional allocation to ensure public infrastructure 
investment continues at least at the current level. This money should be ringfenced 
for strategic infrastructure. 
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Governance and accountability 

Pan-regional scrutiny bodies 

The existing system of scrutiny and accountability for MSAs will need to evolve as 
they gain more powers and funding. The English Devolution and Community 
Empowerment Act 2026 has already made provisions for establishing local scrutiny 
committees, envisaged within each MSA.30 The enabling regulations have not yet 
been laid and the Secretary of State for Housing, Communities and Local 
Government is able to make further changes to scrutiny requirements later by 
regulations. 
 
Our view is that, given expanded powers and funding, within-region scrutiny by local 
councillors is not likely to be robust enough and ad hoc scrutiny by parliamentary 
committees in Westminster is often too high level. A middle layer of public scrutiny 
and accountability is missing. 
 
We propose that pan-regional scrutiny bodies are established to hold MSAs to 
account, including on PPPs. These build on the concept of regional public accounts 
committees that we proposed for consideration in Impactful Devolution 04. MSAs 
should form these themselves. Given it has its own elected assembly, London should 
not be included. These bodies would not have the power to over-rule mayoral 
decisions but would bring significantly increased scrutiny, transparency and 
accountability on those decisions.  
 
This would again allow MSAs to spread the administrative cost and ensure 
consistent scrutiny across a pan-regional area. Scrutiny body members would 
benefit from seeing multiple MSAs operate and be able to contrast their governance 
structures and processes. For PPPs, it would allow them to compare approaches 
and more robustly test the rationale of each business case. At a minimum, they 
should include representation from regional MPs, councils, and leaders and experts 
from other domains within MSA areas, as well as possibly one or two external 
appointees. 
 
MSA Chief Executives as Accounting Officers 

As set out in the ‘Rewiring the State’ Cabinet statement in July 2026,31 the 
government is planning to give Chief Executives of MSAs Accounting Officer (AO) 
responsibility for the use of public money within their organisations. This is a 
welcome move in enabling MSAs to build mature governance systems. It is right that 

31 UK Government, ‘Rewiring the State – Cabinet Statement - GOV.UK’, 2026. 

30 UK Government, ‘English Devolution and Community Empowerment Act’, 2026. 
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the senior official held to account for spending decisions is located within the 
strategic authority area where those decisions are made.  
 
Just as in Whitehall, we recommend that if MSA Chief Executives consider spending 
decisions not to be value for money, they should require Mayoral Directions similar 
to Ministerial Directions in central government departments. Where the Accounting 
Officer advises that spending is not value for money, the Mayor may issue a 
published direction to proceed – the decision and its rationale are recorded and 
reported to the scrutiny body. For PPPs, this would ensure careful consideration is 
given to the use of public money for these projects and a thorough business case 
process continues to be undertaken.  
 
Mandatory transparency requirements for PPPs 

MSAs should commit to mandatory transparency requirements in using PPPs and 
working closely with their pan-regional scrutiny committees. This should include 
publishing business cases and contracts (as the Welsh Government has done with 
Mutual Investment Model projects), running robust and transparent procurement 
processes, and using comparable monitoring and evaluation frameworks so that 
performance can be contrasted across regions. MSAs and devolved administrations 
should also form a senior official-level grouping to meet regularly to share best 
practice. 
 
Mayoral infrastructure co-ordination 

MSAs will need a co-ordination body for infrastructure projects to ensure they do 
not conflict with each other or place unrealistic demands on local supply chains, 
which may push up prices for everybody and lessen value for money. They would 
also benefit from a forum that encourages MSAs to jointly develop projects that 
span administrative boundaries. We propose that a new infrastructure delivery 
taskforce in No10 North (see below) perform these functions, including adjudicating 
where MSAs come into conflict. 
 
Local Audit Office 

The English Devolution and Community Empowerment Act made provisions for 
establishing the Local Audit Office. The enabling regulations have not yet been laid. 
Once established, this will provide a further layer of much needed assurance, 
oversight and transparency.  
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Building up capabilities 

Pan-regional infrastructure delivery bodies 

As above, MSAs should establish pan-regional infrastructure delivery bodies, 
providing a common set of shared resources.  
 
This could include a joint pool or team of PPP experts and practitioners, from public 
and private sectors, that all MSAs can draw on as they develop, procure and 
manage projects. One of the mistakes of the past was having public bodies pursue a 
small number of projects (or even just one) for which they did not have the expertise 
to adequately resource and manage contracts.  
 
In the late 1990s the Local Government Association (LGA) helped set up the Public 
Private Partnerships Programme (4Ps) to help councils develop projects.32 In 2009 
the LGA, Treasury and Welsh Government jointly established Local Partnerships, 
which is still operating, to help the public sector across a range of commercial 
areas.33 
 
A pan-regional approach should provide a single common team who are able to 
leverage their experience across all MSA projects to their mutual benefit. This would 
also, again, spread the resource burden, particularly helping smaller or more 
recently established MSAs. Some of the money that MSAs are currently forced to 
spend on consultancy fees could instead go towards building their own shared 
in-house capability.  
 
In co-ordination with each other, these bodies should develop best-practice 
guidance for their MSAs, contract templates, building design blueprints, governance 
advice and procurement support. They should primarily comprise recruited staff 
rather than secondees from elsewhere in the public sector. Secondments run a risk 
of ‘offloading’ by other bodies that want to move on low-performing officials. 
Public-sector officials should be encouraged to apply for these roles and be made 
available swiftly if successful as part of a proper competitive process.  
 
Infrastructure delivery taskforce in No.10 North 

To further support MSAs, we propose that a new infrastructure delivery taskforce 
is established in No10 North, led by a senior figure with market credibility and 
public-sector experience. Its purpose should be to progress as many MSA projects 
as possible towards the construction phase. It should support MSAs in developing 

33 Local Partnerships, ‘Local Partnerships’. 

32 Public-Private Infrastructure Advisory Facility, ‘Public Private Partnerships Programme (4Ps)’.  
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capability, identifying temporary support while that is built up, aiding MSAs with 
project development and undertaking investor engagement with MSAs. The 
taskforce should draw in the best-performing officials from the Infrastructure and 
Growth team in the Treasury, UK Government Investments (UKGI), NISTA and the 
Office for Investment (OfI). Given the variation in organisational size and maturity 
across MSAs, the taskforce should prioritise supporting smaller MSAs first. It should 
also arbitrate in conflicts between MSAs. No10 North has managed to quickly 
establish itself as a trusted part of government by mayors, so is best-placed to 
perform this role. 
 
Long-term investment partner 

These processes should begin by identifying a long-term investment partner, such 
as British pension funds delivering returns for British savers, that can sit on project 
boards alongside MSA teams throughout the process, from conception to 
construction, asset management and handback. This would enable MSAs to benefit 
from the experience and expertise of asset managers who specialise in investing in 
these types of projects. It would help them, in particular, to assess value for money 
and progress projects more swiftly. With the incentives of MSAs and a long-term 
investment partner aligned, this should mean better stewardship of assets over the 
long term. 
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Conclusion 
Good growth and regeneration are, rightly, urgent priorities for the government. In 
the current context, leveraging capital, expertise and capacity by partnering with the 
private sector is vital for delivering the visible change – and progress – the public 
craves. The government needs to show voters a credible path towards a better 
future for their communities. 

The case for using PPPs today is, if anything, stronger than it was when we 
recommended their reintroduction in 2024. Since then, the UK’s infrastructure 
deficit, including ballooning public-sector maintenance backlogs, has continued to 
grow.  

Yet, despite that, and the door being reopened to the use of PPPs in 2025, 
momentum has begun to slow and investor confidence is weakening. The current 
centralised approach to public infrastructure does not work. It creates bottlenecks, 
drastically slows project development and kills initiative. That is why we argue that 
MSAs should be able to pursue a progressive model of PPPs – Infrastructure 
Investment Partnerships (IIPs) – where they deem appropriate.  

A clear, decisive statement of intent is needed by the Prime Minister and Chancellor 
that they intend to continue with the existing Neighbourhood Health Centre and 
public-sector decarbonisation PPP programmes, committing to getting spades in the 
ground this parliament. They should also commit to empowering mayors to pursue 
IIPs alongside these two national initiatives. 

IIPs are materially different from PFIs. This approach would use PPPs strategically, 
not thoughtlessly nor by default. It would deliver public control and transparency, 
not be hands-off and opaque. And it would focus on delivering for workers and 
communities, not treating them as financial assets for investors overseas with no 
stake in those places. 

As PFI contracts come to an end, freed up funding should be recycled into MSA 
budgets as ringfenced strategic infrastructure resource. This would enable them to 
pursue new PPPs and other infrastructure delivery models. Where MSAs use PPPs, 
they should prioritise using them for regeneration projects that include an ambitious 
pillar of community benefits alongside core public infrastructure.  

We have always advocated for a mature model of devolution. We must not solely 
devolve powers and funding, but also responsibility and accountability. MSAs that 
pursue PPPs should be empowered with the capabilities to succeed, but equally they 
should not expect the Treasury to bail them out if projects go wrong. 
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This report argues for two new sets of pan-regional bodies, created jointly by MSAs. 
The first are infrastructure delivery bodies to give MSAs a shared resource of 
expertise, guidance and support. The second are pan-regional scrutiny bodies to 
hold MSAs to account, including on PPPs. This pan-regional approach would spread 
the resourcing cost, help newer and smaller MSAs in particular, and enable effective 
co-ordination.  

As we said in Rebuilding the Nation 03, in practice the choice of how to finance 
major new public infrastructure is often not public or private. It is very often private 
or nothing. If the government wants to go into the next election with a compelling 
story about how it is transforming communities, and visible proof of that story being 
delivered, then IIPs delivered by mayors provide a credible mechanism to do that. 
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