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Introduction 

This paper contains the main figures in our report published in October 2025 for the Institute for 
Research in Economic and Fiscal Issues entitled ‘The United Kingdom as a sandbox for state-
directed investment: major increase in ‘shadow debt’, and in the ‘shadow taxation’ required to 
service that debt’. 

The report extracted the individual expenditures of money given in the government’s papers, for 
the period 2025-35, and on its Industrial Strategy, its Infrastructure Strategy, and on Net 
Zero/Clean Power. 

The expenditures total £1.64 trillion, after the elimination of duplication. The expenditures will 
be 100% funded with debt, £270 billion of that debt being borrowed at the government level 
within its ‘capital envelope’ as ‘borrowing for investment’. 

The servicing and repayment of the debt are calculated on the assumption that 1/10th of the 
amount is spent each year. Where feasible, the debt is borrowed under a refreshed version of 
Private Finance Initiative (PFI), which requires no allocation from the £270 billion of ‘borrowing 
for investment’. Where usage of PFI is not feasible, a different and more expensive funding 
model must be used, for which the £270 billion of ‘borrowing for investment’ is required to 
‘prime the pump’. 

The financing period under each funding model is 20 years. The lifetime of the programme is 
therefore 30 years, as the final 1/10th will only be taken up in 2035. 

£1.64 trillion is spent, and added to the UK’s debt burden, but as ‘shadow debt’, since 
statistically it will all fall outside the government’s preferred measure for the national debt, 
which is ‘Public sector net liabilities’.  

Whilst the £270 billion of ‘borrowing for investment’ would appear in ‘Public sector net debt’, the 
balance of £1.37 trillion will not feature in any measure of the national debt. 

The lifetime cost of servicing and repaying this ‘shadow debt’ comes out as £6.7 trillion – 234% 
of the UK’s 2024 Gross Domestic Product. This cost is the ‘shadow taxation’ that must be 
imposed on UK businesses and individuals, over and above the visible taxation imposed on 
them. 

Total expenditure 

 

  



Summary of main figures in ‘The UK as a sandbox for ‘shadow taxation’’  
 
 
Industrial Strategy elements eligible for Private Finance Initiative funding 

 

Infrastructure Strategy elements eligible for Private Finance Initiative funding 
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Total of elements eligible for Private Finance Initiative funding 

 

Extrapolation of elements to be funded using the ‘Direct sale’ model 

 

PFI model financing term sheet 

 

 

PFI model annuity cost for 1 unit of investment of £100,000 
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PFI model annuity cost for each tranche relating to 1 unit of investment of £100,000 

 

PFI model annuity cost for one year’s units of investment 
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PFI model lifetime annuity cost for all units of investment 

 

 

‘Direct sale’ model financing term sheet 
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‘Direct sale’ model annuity cost for 1 unit of investment of £100,000 

 

 

‘Direct sale’ model annuity cost for each tranche relating to 1 unit of investment of 
£100,000 
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‘Direct sale’ model annuity cost for one year’s units of investment 

 

‘Direct sale’ model lifetime annuity cost for all units of investment 

 

 

Total cost of ‘decade of national renewal 
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