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Foreword 

 

I welcome the publication of the Committee’s Report on Capital Expenditure. 
In the coming months the Government will publish its review of the current capital plan 

Building on Recovery 2016- 2012 in addition to the report on the National Planning Framework. 

Therefore, this Report is being published at an opportune time.  Itt will assist in the debate on 

the need for enhanced levels of the capital investment to maintain competitiveness and enhance 

economic growth and also to deliver balanced regional development.  

This Report examines the broad issues of capital investment and is not confined to the marginal 

issue of the allocation of the €2.1 billion of funding, already committed in the Summer Economic 

Statement of 2016. The key messages that the Committee want to feed into the broader debate 

on capital investment are  

1. We need to ensure that all investments generate a strong long term return to the State 

2. We need to get an evaluation of the opportunity cost of not investing  

3. We need a more transparent system to evaluate the merits of each investment  

4. We need to look at how we finance investments and the appropriateness of using 

private capital through PPPs 

5. We need to evaluate the importance of capital investment in delivering balanced 

regional development 

6. We need to review the overall governance requirements so as to plan for the medium to 

long  term which should be an essential part of the way we do capital investment 

7. We need to review the application of EU fiscal rules, which do not differentiate between 

current and capital expenditure. 

Our approach to this review was to take a broad rather than a sectoral view of the need for 

investment. The clear message we got from our meetings with national stakeholders was that 

we need to put a more enhanced programme in place and we need to start the preparatory 

work for this now so that we have a  steady pipeline of projects  in place as funding becomes 

available.. 

I commend this Report to the Dáil. 

 
________________________________________ 

Josepha Madigan TD 

Chairman 
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Executive Summary 
The starting point for the review of our capital investment programme is the current capital 

plan. This plan, Building on Recovery: Infrastructure and Capital Investment 2016-2021 (i.e. the 

Capital Plan) laid out the then Government’s €42 billion framework for investment in 

infrastructure over the period.  The framework is made up of the following components:  

 €27 billion Exchequer component 

 €14.5 billion non-Exchequer component 

 €500 million from the third phase of PPPs 

The €27 billion Exchequer component, with a further €500 million to be funded through the 

development of a third phase of the PPP (Public Private Partnership) programme, is targeted 

primarily at transport, education, housing and healthcare. Since the original plan was published 

(in September 2015), significant additional resources have been committed to capital 

expenditure (€7.1 billion between 2016 and 2021).  Chapter one of this Report examines the 

main provisions of the current plan. 

One of the issues with capital investment in Ireland is that the level of investment is low: the 

economic and financial crash saw capital investment cut to the point where the amount invested 

was mainly for upkeep and maintenance of the existing stock of capital assets with little or no 

new investments. The benchmark appears to be somewhere between 3% and 4% of GDP.  A key 

issue for the Committee in examining an appropriate level of investment was to assess the 

requirements for enhanced investment and the risks that arise if that investment is not made in 

a timely fashion: these are matters examined in Chapter Two.  

Central to our economic recovery will be the need to ensure that there is balanced regional 

growth: this is a matter currently being examined by the National Planning Framework. 

Connectivity for exports and making it easy to do business online are central elements of this, 

which will require enhanced investment.  In addition, the whole issue of the potential impact of 

Brexit will have implications for decision-making around capital investment which will have 

particular significance for the regions: these issues are addressed in Chapter Three. 

Capital investment, by tradition, is deemed a long-term investment where the return will last 

the lifetime of the asset.  However, the Government Accounting Procedures do not allow for 

amortisation of the cost of providing assets. In addition, the EU fiscal rules do not distinguish 

enough between current and capital spending, notwithstanding the fact that the EU, through 

schemes like the Junker Plan, wants EU States to increase capital investment. A combination of 

the two issues above focussed the debate on  

1. Seeking mechanisms to fund investment which are off balance sheet 

2. The desire to increase the use of PPPs to fund investments and  

3. The need to change the EU Fiscal rules. 

The Report in Chapters Four and Five examines these issues in more detail. 

Capital investment works well when there is a steady stream of investment as it encourages 

firms to locate in Ireland, which ensures greater competition for public contracts. For big 

contracts, the timeline between starting and finishing the project can be between thirteen and 



 

4 | P a g e  
 

fifteen years. Much of the debate around infrastructure investment is around catering for 

demographic changes.  With a projected growing population, the needs of our citizens in 20/30 

years time should be planned for now.  One of the criticisms of the current way we do business 

is that it’s based on five year plans which are predicated on what can be afforded at a specific 

point in time.  This is at odds with much longer term planning which is the approach taken in 

other comparably developed economies. Chapter six has proposals on how we can do 

infrastructure planning and provision better. 

Finally, a central element to capital investment is to ensure that the State has the skills base to 

deliver projects and maintain the investment. While not a bricks and mortar issue, the desire to 

have a big cadre of craft workers to cater for trades like plumbing and carpentry, and building 

up the capacity of our public bodies will prove vital in delivering our plans. We need more of a 

focus on getting our younger generations, and especially those who may not be suited to third 

level academic studies, to consider apprenticeships. That is the subject of Chapter Seven. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

5 | P a g e  
 

1. Building on Recovery: Infrastructure and Capital Investment  

2016 - 2021 
Introduction 

This chapter reviews the current Government plan Building on Recovery.  A review of the plan 

was seen as necessary given that additional funding became available since its publication in 

September 2015 due to continued economic growth.  The Committee also felt a review was 

necessary in order to ensure the plan was linked in with the National Planning Framework 

(NPF).   

The creation of the NPF is seen as an important move away from short-term capital planning to 

a more long-term holistic approach to infrastructure design and planning.  It is essential that the 

plan and the NPF complement each other.  In addition as outlined in the Committee’s report on 

Budget 2017, significant bottlenecks have developed which will impede future economic growth 

and in that regard, the current plan needs to be expanded. 

Our examination did not look in detail as to what will be achieved under the plan as the policy 

decisions have already been made and projects announced. Instead our review focused on 

issues such as the need for greater transparency around capital spending decisions and 

assessing whether the plan is sufficient to cope with the emerging bottlenecks in the economy 

that could threaten Ireland’s economic growth and competitiveness.  That current review by 

DPER should also focus on the opportunity costs that arise from failure to invest adequately in 

our capital infrastructure. 

Context  

Building on Recovery became Government policy in 2015 when the economic indicators were 

showing signs of improvement. The programme was amended to allocate extra resources to 

housing.  However, as outlined in the Committees report on Budget 2017, we have major 

bottlenecks in the economy particularly in the areas of transport and housing.  The concern of 

the Committee is that the plan, as currently designed, will not address these and this could 

impact on our continuing economic recovery.  The Committee also has concerns that the 

measures laid out in the plan may not be enough to deal with potential risks associated with 

Brexit. 

Key features of Building on Recovery 

In terms of public capital investment, Figure 1 below shows the breakdown of the Exchequer 

Capital envelope by year for the period 2006-2021.  Since the original plan was published (in 

September 2015) significant additional resources have been committed to capital expenditure 

(€7.1 billion between 2016 and 2021).  
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Figure 1 Exchequer Capital Envelope 2016 to 2021(€ billions) 

 
Source: Infrastructure and Capital Investment 2016-2021 and Economic and Fiscal Outlook 

2017.  

While this is a substantial amount of investment and €7.1 billion above the current Capital 

Investment Plan many stakeholders have suggested that it is not adequate for Ireland’s 

investment needs. A criticism of the plan is that much of the investment will happen at the end 

of the plan and a key concern of witnesses is that not enough resources are currently being 

directed at developing a pipeline of projects.  The matter of enhanced investment will be dealt 

with in Chapter 2, which focusses on what the Committee wants from the current review. 

The Committee, in the course of its review of Building on Recovery, heard evidence from a broad 

range of stakeholder groups and organisations and raised the following concerns; 

 There is a concern that because of  low levels of investment which reached a nadir in 

2013, significant elements of our capital stock has deteriorated as not enough resources 

has been directed at maintaining existing stock. As with all plans, the focus generally is 

on what new additions are being announced, whether this is a metro project or a 

motorway. The first issue the Committee wants to see addressed in the review is that 

the allocations be broken down between: 

 

o New projects and those that have already been announced. 

o A distinction between the allocation for the maintenance of existing stock and 

the amount that is available for “new build”. 

 

 There is a need for a greater level of transparency around capital investment decisions.  

The whole debate around value for money is not developed and much of the debate is 

prevented due to claims of commercial sensitivity. The Committee understands that 

there will be occasions when information cannot be published, however the 

Government should be in a position to outline how it evaluates projects, including 

criteria for selection of particular project and how weightings are applied.  
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 In addition, while value for money issues may be commercially/contract price sensitive, 

the cost benefit analysis that is undertaken on any project should be published as this 

would allow transparency in relation to the selection of projects. Where a range of new 

projects are being announced, they should be ranked by cost benefit ratio. 

 The bottlenecks that have now developed in, for example, housing and transport will not 

be address in the short term as the solutions will require significantly more resources 

than are available under the current plan.  

 What concerns the Committee most is that the current pipeline of capital projects is very 

thin. As a result Ireland is in danger of losing valuable capacity and expertise in the 

construction and engineering sectors.  The Committee wants extra resources to be 

targeted at developing a pipeline of projects to ensure that the State can have projects to 

invest when it has more resources available. 

  The timetable of 5 years, traditionally used in the plan and previous capital plans is too 

short a timeframe for capital projects, many of which take between 8 and 13 years to 

complete.  A more strategic, longer-term approach is needed. 

 Finally the current review by  the Department of Public Expenditure and Reform should 

look at how we plan for capital investment as the development of five year plans is not 

conducive to long term capital project and may not lead investment decision that deliver 

optimum returns in the long term. 

Key Recommendations 

Based on the concerns laid out above the Committee has made the following over-arching 

recommendations. 

 Ensure the appropriate allocation of the additional resources available for capital 

investment.  These resources should be allocated on the basis of need and value for 

money.   

 An annual progress report on all capital projects under the plan to be published by the 

Minister no later than 3 months after each year end.  The progress reports should detail 

what has been spent and assess value for money.   This will ensure that capacity to 

assess value for money is built up within the Department and will create greater 

transparency around capital spending decisions.   

 Included in the progress report should be details of expenditure that occurred during 

the year.  This should be broken down by amounts spent on maintenance of current 

capital stock and amounts spent on new capital projects.   

 In order to facilitate a move away from the “horse-trading” that can occur around 

capital projects the Committee recommends that projects are ranked according to cost-

benefit analysis.  This Cost Benefit Analysis should measure the regional impact of each 

project, the environmental impact of each project and the social impact of each project.  

These rankings should be published on an annual basis.   

 Much of the current plan is back loaded towards the end of its 5 year timeline.  The 

Committee recommends that urgent projects that are ready for the planning stage to 

commence be prioritised.  A pipeline of projects can then be built up and this will help 

with moving away from the previous stop-start pattern of capital investment.   

 Build up capacity in engineering and construction sector to ensure that when additional 

funding becomes available from 2020 onwards there is sufficient capacity to proceed 
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with projects in the pipeline.  The Committee recommends that any additional 

resources be put into building capacity in public bodies to deliver capital projects.  

 Adoption of an alternative model of capital investment planning with a longer-term 

horizon.  The current 5 year timeline is too short a timeframe for capital projects.   

The issues raised in this chapter are examined in more detail in subsequent chapters and more 

specific recommendations are put forward. 
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2. The Need for Increased Investment 

Introduction 

The need for increased investment was articulated at every meeting the Committee held in 

respect of capital investment. The need for more resources arises primarily because capital 

budgets were slashed during the crisis and the additional investments under Building on 

Recovery are from a very low base.  As outlined in Chapter One, the level of investment is not 

addressing bottlenecks and will ultimately cost the State in the long term. Allied to this is the 

fact that large-scale additional investment must not lead to an overheating of the economy and 

must not be a direct factor in creating price inflation especially in the construction sector. 

Relative levels of investment 

 Figure 2 below was included in the Construction Industry Federation’s submission to the 

Committee and it illustrates that Ireland currently has the lowest level of capital investment in 

Europe.   

 
Figure 2: General Government Fixed Investment (% of GDP, 2015) 

 
Source: Construction Industry Federation Submission  

The only conclusion that the Committee can draw from this chart is that Ireland should not be in 

this position.  Unless significant changes are made, the State will face negative long-term 

consequences that have the potential to choke economic growth and, furthermore, will not 

protect us from a future downturn. The Committee recognises that improving our status in 

comparison to our European counterparts will take time.  However, our plans should aim to 

increase the level of resources and we should set a target of investment as a percentage of GDP. 

In that regard, almost all witnesses recommended bringing the level of capital funding up to the 

European average of 4% of GDP.   A 4% (of GDP) target would suggest expenditure of 

approximately €49.5 billion over the period 2018 to 2021; basically double what is currently 

planned.  As we will outline in this Report, that target is neither realistic nor affordable at 

present, however the Committee agrees that we should move to a more fixed target. As the 

economy continues to recover, and the Medium Term Objective under the fiscal rules is 

achieved, there will be more resources available to invest.  In that regard, the use of spare 
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resources might be best directed in the short term towards investing in infrastructure rather 

than the proposed Rainy Day Fund. 

Determining an appropriate level of capital investment 

In order to determine an appropriate level of capital investment, it is helpful to examine our 

recent history of capital investment and Fig 4 outlines how investment reached a peak during 

2008 before declining sharply from 2009 onwards. 

 Figure 3: Government Gross Fixed Capital Formation  

 
Source: Central Statistics Office 

 

In the context of our profile of investment, the Committee heard that the level of investment 

prior to the crisis played a key role in:  

 Protecting the economy from the worst effects of the crisis, and  

 Was instrumental in accelerating the rate of recovery from 2013 onwards. 

The second learning point from this is that capital investment is most effective when it has a 

steady flow.  Although the sharp drop in capital expenditure which occurred after 2008 ensured 

that the State was able to take some corrective action when income dried up, it also resulted in 

a depletion of capacity in the public sector.  As a result, civil engineers are now in short supply 

in the public sector but also in the construction industry itself where 120,000 jobs were lost 

when many firms, including those normally involved in delivering public projects, went out of 

business.  

Replacing that lost capacity has been difficult as firms will not re-enter the market and skilled 

workers will not return from abroad until there is greater certainty about the availability of 

work.  It is for this reason that the Committee is of the view that there should be a particular 

focus on developing a pipeline of projects to re-establish a steady market in Ireland. 
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Investment by our peers  

As outlined in table 1, many of the Governments of those countries whom we would deem our 

peers and many of our competitors invest significantly more of their GDP than we do.  While the 

Committee is not being prescriptive in terms of a target, we should be aiming for 3% plus of 

GDP which, even with the unreliability of that figure will be somewhere in the region of 4% of 

national income as measured by GNI*.  

Table 1: Comparison of Capital Spending across EU Member States  

 

Recommendations 

The Committee is in agreement that investment in capital infrastructure needs to be ramped up 

in order to deal with the social impact of the housing crisis and to sustain Ireland’s 

competitiveness on the international stage.  Ensuring that the proper infrastructure is in place 

will also help to mitigate against the potential negative impacts of Brexit.   

 The Committee recommends that as additional budgetary resources become available, 

these are directed at capital infrastructure and that extra money available in 2018 is 

directed at planning a pipeline of projects that can be financed from the Exchequer or by 

other means from 2019 onwards.   

The Committee examined the various ways in which enhanced capital investment could be 

provided.  Chapters 4 and 5 discuss these methods in detail.  

 

 

 

 



 

12 | P a g e  
 

3. Challenges Requiring Investment  
 
Introduction 
 
The challenges facing the Irish economy are well documented.  Many of the solutions will 

require enhanced investment, particularly in the areas of housing, connectivity in transport and 

broadband, climate change, and in social services provision, in health and education to cater for 

demographic changes and to enhance public services.  In addition, the threats posed by Brexit 

have sharpened the focus on addressing infrastructural deficits.  This chapter also examines the 

need to develop the regions as well as addressing particular problems that have arisen in the 

Dublin region where the bulk of the economic recovery has occurred. 

Upgrading connectivity 

The issues around lack of connectivity were brought into sharp focus when the Brexit issue 

arose. In Brexit proofing the Irish economy, many connectivity issues will have to be addressed. 

There are huge risks especially if a hard Brexit materialises, as Ireland is hugely dependant on 

trade and on getting exports to market. We may face a situation where using the UK as a land 

bridge may become too costly a route to get our goods to mainland Europe.  As was highlighted 

to the Committee, we are also dependant on the UK hub airports for international connectivity 

of goods manufactured here by the multi-national sector.  

In a nutshell, what is needed is as follows: 

 We need to connect the regions to each other and we need better connectivity to ports 

and airports 

 We need to develop our capacity at our major ports so that we can ship goods to 

mainland Europe directly 

 We need to invest in airports so that we can goods that are manufactured here destined 

for international markets can go direct from Ireland. 

 We need to review rail freight capacity. 

The priority areas highlighted to the Committee are as follows: 

 The need for immediate improvement to the road networks in Western regions, in 

particular by developing a motorway connecting Mayo to Mullingar, as the condition of 

some sections of the N5 and N26 was described as “appalling” at present. 

 Complete upgrade of N4 from Longford to Sligo. 

 Upgrade A5 Donegal/Derry to Dublin road. 

 Complete upgrade of N72 and N73 in Cork and Kerry 

 Complete the M11 to Wexford town and Rosslare 

 Improve access to Ireland West and Shannon airports through the completion of the M 

17 to Sligo.  This would make transporting goods out of Ireland easier for Irish 

exporters. 

 Upgrading and development of Cork, Waterford and Rosslare ports in order to relieve 

congestion at Dublin Port and address road and rail connectivity to these ports from 

major industrial zones in the State. 

 Connect Cork and Limerick by motorway. 



 

13 | P a g e  
 

 Development of logistics hubs centred on Cork, Ireland West, Shannon and Dublin 

airports to allow Ireland to become a distribution hub for Europe and other markets.  In 

that regard the State needs to address the lack of capacity of warehousing at our 

airports. 

 Develop the facilities for the preclearance of goods destined for the USA. 

 Given the substantial financial and planning resources already invested, the timelines 

for the Metro North project needs to be significantly accelerated to provide easy access 

to Dublin Airport. 

 Immediate improvement to broadband access in the regions.   

 

Investment in the Regions 

 

The Committee felt it important that the development of strong regions in the State would only 

occur if capital planning is based on the outcome of the forthcoming National Planning 

Framework (NPF).  

The main issues highlighted to the Committee related to the difficulties faced by those who want 

to live and work outside Dublin. For many that is not a choice because issues around roads, rail 

connectivity and broadband result in the remoter regions being less attractive to FDI for 

example. The Committee agrees with the outline strategy now being worked on which will see 

an Atlantic corridor of cities that will complement Dublin and which will act as strong regional 

hubs.   

Investment in Dublin  

The Committee heard a great deal of evidence on the need for public capital investment in 

Dublin and in particular on the need to house the almost one million people that work in the 

Dublin region. Key priorities are to ensure that those workers have accommodation at a 

reasonable cost and that commute times are kept short. In that regard the evidence given to the 

Committee by the Dublin Chambers, for example, highlighted the need to develop a smarter city. 

The issues that need to be addressed include the following: 

 There is a need for high quality/ high-density housing in Dublin city centre. Planning 

needs to be reviewed as issues such as the need to provide for a car-parking space in 

apartment blocks in the city centre where many residents may not necessarily need a 

car may need to be assessed.  This type of housing would cater for the increasing 

numbers of transient workers who are attracted by the multinationals located in Dublin 

and would allow for much shorter commute times.  There is an increasing demand for 

people to live near to where they work and this type of housing would meet this 

demand.  The Committee recommends a review of building regulations to deal with 

issues such as car-parking spaces and also the need to have higher rise buildings in the 

city centre and also adjacent to public transport services.   

 We need significant investment in public transport if the city is not to become totally 

gridlocked. In that regard, commencing public transport t projects such as Metro North, 

DART underground, extension of the Luas line to Lucan and extension of the DART line 

to Balbriggan would go a long way to reducing commuting times and facilitate transit of 

people around the city. As already mentioned major projects like Metro North are many 
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years away from completion, the Committee recommends that funding that could bring 

forward the start time of these projects be prioritised.  

 All public transport projects should mirror the housing plans referred to above to 

ensure that the public transport system of the 21st century is connected to where 

people will be living. 

 

Greener cities 

 

As already outlined in this chapter, there is an urgent need to improve and add to the road 

network both in Dublin and the Regions; however these developments should complement a 

need for greener solutions especially to address transport bottlenecks.  Stakeholders 

emphasised the need both for improved public transport, particularly in Dublin and other cities 

and a more holistic approach to public transport planning.   

 

The key issue here in ensuring that we try to reverse our over-reliance on cars as a mode of 

transport is to get commuters in particular on to public transport and to make it safer to cycle 

or walk. For this to happen: 

 Bus, rail and Luas routes should connect core urban areas to commuter zones and 

transport policy should deliver an interconnected, multimodal public transport system. 

 Public transport solutions for gridlocked cities like Galway should be prioritised. 

 More resources, which will be very cost effective, must go into developing dedicated 

cycle routes in Dublin in particular. 

 Ultimately, we need to reduce commuting times by ensuring that people can live near to 

where they work, shop, and where their children go to school.  Broader policies of the 

State should have this as a focus. 

 

Recommendations 

 There needs to be a coherent approach on the part of the State, which links the outcome 

of the National Planning framework to the decisions made by the State on capital 

investment. 

 Review issue like the planning regulations so as to develop smart cities 

 A review of building regulations to deal with issues such as car-parking spaces and also 

the need to have higher rise buildings in the city centre and also adjacent to public 

transport services. 

 There is a need to invest in long-term public transport capability, with particular 

emphasis on rail transport, in order to enable Dublin to function as a modern capital 

city. 

 Funding that could bring forward the start time of major projects such as Metro North 

are prioritised. 

 Request NTA to carry out scoping plans for fixed line (Luas) systems for Cork, Galway 

and Limerick cities.  

 Ireland needs to invest more resources so as to encourage sustainable living through (a) 

developing  a carbon neutral public transport system (b) developing safe cycle ways in 

all cities and towns that protect cyclists from vehicular traffic (c) invest in infrastructure 

to encourage the use of electrically powered vehicles (d) further developing the 

greenway model. 
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4. Fiscal Rules  

Introduction 

The EU fiscal rules are designed primarily to ensure that countries achieve sustainable public 

finances. However, the Committee is concerned, having listened to a large volume of evidence, 

that the fiscal rules as they are currently structured are inhibiting our ability to invest and grow 

the economy. Without such investment the sustainability of the economy cannot be assured.  

Because Ireland has not yet achieved its Medium Term Objective und the fiscal rules it is 

restricted to increasing expenditure below its potential economic growth rate and it is limited in 

its ability to borrow even for productive investment purposes. Fiscal space for investment could 

be increased through increasing taxation or reducing expenditure elsewhere. However, 

increasing fiscal space in this manner may not be a sustainable model in the context of long-

term capital investment where the return on investment is positive, interest rates are low and 

the returns take a long number of years to materialise. 

Constraints of the Fiscal Rules  

Given that interest rates are so low, Ireland is potentially missing out on low cost investment 

given that it cannot borrow for (additional) capital investment. The issues identified with the 

rules about capital investment include: 

 They put an unnecessary constraint on Ireland’s spending as there is a clear need for 

investment but it cannot be financed through borrowing. 

 In effect the fiscal rules treats current and capital expenditure very similarly and this, 

for example, can mean long term projects such as social housing or retrofitting of 

buildings which in the short term cost more can lose out to cheaper solutions such as 

rent allowance. 

 The four year period over which additional capital expenditure is smoothed is too short 

for investments that may last for 30 years.  

Changing the Fiscal Rules 

The Committee accepts the application of the fiscal rules for current expenditure is appropriate, 

but raised the issue of changing the rules with respect to capital investment with a number of 

witnesses, including the Minister for Finance.  The Committee acknowledges that the Minister 

for Finance and Public Expenditure and Reform has raised this issue with his European 

counterparts.   

Recommendations  

The Committee, having reviewed the positon is suggesting the following as appropriate changes:  

 Within the budgetary framework & fiscal rules, separate Capital and Current 

expenditure with different rules for each, for example the Golden Rule adopted in the 

UK.  This may involve a change in government accounting policies and techniques.   

 Increasing the 4-year smoothing period currently in place. In this regard, in the non-

government sector, major capital investments can be amortised over the lifetime of 

asset: this should be factored into the way the State plans and finances such investment.  

This should also be factored into the fiscal rules.   

 A relaxation of the fiscal rule that funding from the sale of state assets may not be used 

for capital investment especially post 2020. 
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 A relaxation of the fiscal rules for capital projects that are co-funded by the EIB. 

However, it should be noted, that in order to ensure the sustainability of public finances a cap 

on the level of the deficit should remain in place. 

 The Minister for Finance should continue to put forward a special case for Ireland to the 

EU regarding a relaxation of the fiscal rules.  The current low levels of investment are 

impeding economic growth and there is an urgent need for increased capital spending in 

the areas of housing and transport.  
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5. Sources of Funding  
 
Introduction 
 
Ireland’s ability to borrow for investment is restricted by adherence to the fiscal rules.  

Therefore, in order to bridge the capital investment gap, we must explore other sources of 

funding.  Of particular interest to the Committee are sources of capital investment funding that 

can be categorised as off-balance and do not take from the limited fiscal space.  The big concern 

of the Committee is that some sources of funding will work out more expensive in the long term 

and may not represent value for money. 

 
Public Private Partnerships 
 
The key advantage of PPP’s relates to timing in that projects that are unaffordable because of 

budgetary pressures can be delivered sooner as the private sector delivers the project.  This 

sector can draw the return on its investment over a 20 to 30 year period either through charges 

such as tolls or through unitary charges from public bodies. Ultimately, after the private sector 

receives its return on its investment (which includes a profit, which is costed according to risk) 

the utility will be handed back to the State.  

 

The major downside of PPPs is that they probably cost the State a lot more in the long run and 

there is a danger that the State can overcommit  on PPPs which mean that a large part of the 

annual spend is pre-committed on repayments for projects delivered in previous years. In that 

regard, some Members of the Committee have seriously questioned the value for money that 

derives from PPPs.    

Another negative of using PPPs is the amount of work that must be carried out to get them up 

and running, for example, financial modelling and third party equity.  All of this adds to the 

duration of delivery.  The current process adds 18 months to PPP timelines.  In order to address 

this issue the Government must adequately resource the modernisation of the public sector 

procurement process..  

 

The Committee also notes the advice of the EIB that not all projects are suitable for PPPs and by 

and large that the model works best in long term projects such as motor-way projects. 

Building on Recovery was to a large degree restrictive on the use of PPPs’ and there have been 

calls for a more liberal approach.  

 The opportunity cost of delivering a project now rather than waiting until the State can 

afford to build the project is significant so that the benefits of delivering the project now 

far outweigh the higher costs.  

 There is far more transparency around the determination of project costs and around 

the issues that are considered when determining the benchmark cost against which 

tenders are received from the private sector. 

 The risks associated with projects are clearly apportioned so that the taxpayer does not 

end up picking up the tab for unanticipated events.  

Under the public spending code, a review of all major projects should take place.  The 

Committee is not aware of such reviews of PPP projects that have been delivered here over the 
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past twenty years. The Minister should now examine the extent to which commitments to 

review projects have been adhered to and that should assist the whole debate around PPPs. 

Off-Balance Sheet Budgeting 

The connotations around off-balance sheet budgeting are mainly negative in Ireland given the 

outcome of the issues relating to Irish Water. That said there may be scope to spend public 

funds in a way that attracts a commercial return which means that the costs do not have to be 

set against fiscal space. This is an issue that was raised with the Minister for Finance and Public 

Expenditure and Reform and he outlined how this model was used in France to deliver 

affordable housing. Based on the likely returns it appears that the State could deliver a 

significant amount of housing stock through such a model.   The repayments by homeowners 

would allow a commercial return.  

It is unlikely that this type of arrangement would work for social housing given the rent levels 

would be too low to set against the costs of providing the housing unit. The method could also 

be examined in developing Metro North: for example, where the fare receipts could cross a 

threshold that would see the cost of delivering the project being treated as commercial. This is 

an issue that the Committee will follow up on with the Minister and with the EIB.  

Strategic Investment Fund (SIF) 

As outlined to the Committee the Strategic Investment Fund (SIF) is a source of additional 

funding for infrastructure and housing investment that is managed by the NTMA.  €2.6 billion 

has already been invested by the SIF in a variety of investments across the country, creating 

19,000 jobs. Due to co-investment, the multiple of investment is about 2.6 times, thus €7.2 

billion has been invested because of the SIF investment of €2.6 billion.  

The SIF can only invest in projects that show a commercial return, however, when evaluating a 
project they examine a “double bottom line” that is, a commercial return plus the economic 
impact. The SIF has examined 5,000 projects in the past two years but have only made 39 
investments so the criteria for investment are quite stringent. This gives an indication of the 
level of rigour applied to the project appraisal process and there may be lessons for public 
bodies that are making capital investment decisions if they had access to more structure 
feedback from the SIF in terms of the critique that is applied to each project. 

The ISIF is a long-term fund and therefore may not be able to deliver the immediate results 

that are needed for urgent projects such as housing.  However, it should be considered as a 

possible source of sustainable funding for investment in housing and other areas over the 

longer-term.   

European Investment Bank 

The EIB is a key source of funding for capital projects and through Government guarantees is a 

major lender to the third level sector and for main PPP road projects. In the past 5 years, the EIB 

has provided total funding of €4.2 billion to Irish projects.  Average funding per year from the 

EIB has gone from €400 million before the banking crisis to a possible €1 billion this year.   The 

Committee welcomes the closer involvement of the EIB as: 

 The lending rate is relatively low at present 
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 The projects which receive EIB funding are subject to rigorous assessment by the EIB 

and in that regard the State can take advantage of the expertise and capacity of the EIB. 

The EIB is the largest multi-lateral bank in the World and the fact that it is working 

closely with the Irish State will have a  positive long-term  reputational impact on the 

State 

 There is a possibility that EIB involvement could help in negotiations around the 

relaxation of the fiscal rules with the EU. While the EIB is not part of the European State 

structures, it is driving capital investment throughout the EU.  The EIB sees the need for 

all States to ramp up investment and has a strong general influence in Europe. 

Recommendations 

 Increase the level of EIB funding that is being directed at projects in Ireland. 

 Introduce far higher levels of transparency around PPPs so that concerns around 

value for money are addressed and so that the Oireachtas has sufficient information 

when undertaking expenditure reviews.  

 The Minister should now examine the extent to which commitments to review 

projects have been adhered to and that should assist the whole debate around PPPs. 

 The Government should continue to explore whether major projects can be 

accommodated off-balance sheet where annual repayments indicate that the overall 

project is deemed a commercial one. 
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6. An Alternative Model for Capital Investment  
 

Introduction 

Capital investments lead to long term returns where the assets created produce benefits that 

can last in some cases many centuries.  In addition as many major projects take many years 

between planning and delivery, many States have a planning horizon of up to 40 years to 

prepare for the long term requirements of the State. The Committee is aware that some public 

bodies do prepare long-term plans, however the timeframe of five years for a capital investment 

plan of the Government is not tied in to these individual plans and the Committee would like to 

see a plan that has twenty-year horizon. 

The need for a longer-term plan. 

The main drawback to five year plans is that they tend to focus on projects that can be delivered 

within that timeframe and many major projects fall well outside that timeframe. For example 

the time-frame for a major road project is as outlined in Figure 4: 

Figure 4 Timeline of Decisions and Spending for a Major Capital Project 

 
Source: Transport Infrastructure Ireland submission  
 
The adoption of a new model of capital investment planning with a longer-term horizon, similar 

for example to other EU countries would help to create a more sustainable pipeline and would 

eliminate the inconsistent nature of capital planning.  In forcing public bodies and the 

Government into long term strategic plans that do not coincide with the normal 

political/electoral cycle, it should lead to the better project identification.  
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Finally, it has the potential to remove, to a certain extent, the bidding process that is used to 

allocate scare resources and in that regard the Government should examine the process so as to 

ensure that major decision makers have the appropriate advice and capacity to draw up long 

term plans. A body such as an Infrastructure Commission could be examined in that regard and 

an outline of what such Commission would do is outlined hereunder. 

An infrastructure Commission 

The Committee is of the view that it may be worthwhile examining whether we need an 

Infrastructure Commission which could give independent, expert analysis and guidance to the 

government on the economic infrastructure needs of the State and future infrastructure 

initiatives.  The objectives of such a Commission could include: 

 Encouraging  sustainable and long term economic growth across all regions  

 Improving Irish competitiveness 

 Improve quality of life across all regions of the State 

The Commission could advise the government on all aspects of economic infrastructure could 

be asked to do rolling five year plans which would examine the long term infrastructural 

requirements of the State on a 30 year horizon, with recommendations to the Government. In 

addition the Commission could monitor progress on the implementation of the agreed capital 

plan and report annually to the Committee on Budget Oversight in that regard.  

 

Recommendations 

 The State should move from five year plans to one which has a twenty year horizon. 

 In order to enhance our capacity to plan strategically for the long term, the Government 

should examine alternative planning models such as those implemented in the UK, 

Denmark and the Netherlands, with a view to introducing a similar model in Ireland. 
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7. Investment in Human Capital  
 

Introduction 

A central aspect to capital planning is the availability of a skilled workforce who can design, 

deliver and maintain capital assets. One of the impacts of the economic crash was that the State 

lost much of the skill-sets we need to deliver projects. In addition because public bodies like 

local authorities stopped building, they now do not have the capacity to deliver public projects 

notwithstanding the fact those resources may be available, 

Developing Human Capital 

There is recognition now across Europe that increased investment is needed in capital 

infrastructure.  In his evidence to the Committee Andrew McDowell, Vice President of the EIB 

highlighted that this also includes investment in human capital.  The human resource capacity to 

build up a sustainable pipeline of capital projects in Ireland was greatly diminished during the 

recession.  The lack of a project pipeline has resulted in a dearth of civil engineers and a 

migration of construction companies and workers to the UK.  More investment is needed in 

education and human capital in order for Ireland to build up capacity in this area 

Apprenticeships 

Considerable effort has been put into the new apprenticeship schemes in order to try and 

increase human resource capacity and expertise; however, there are still some issues around 

the speed of accreditation and the lack of awareness of the new scheme.  The Apprenticeship 

Council of Ireland has a target of having 31,000 apprenticeship places by 2020, which is a long 

way away from the current number of 3,820. It was suggested that increased investment should 

be given to marketing the new apprenticeships scheme to encourage uptake and that the public 

sector, as an employer, could play a big role in apprenticeships.   

In that regard, the point was made that there are many students entering third level who are not 

suited to further academic education and many of these end up dropping out of third level. 

Many of those could be better suited to vocational training leading to qualifications in trades etc. 

There is a need to address the cost of courses where there are high drop-out rates and whether 

those courses should be curtailed. 

Third level Education and National Training Fund 

Some suggestions were also made regarding increasing funding for the higher education sector 

and reforming the National Training Fund to include a more business focus.  Other suggestions 

for additional sources of funding were put forward such as;  

 The State, students and business (through the National Training Fund) could contribute 

more to fund the sector.  

 The NTF could be used to fund third level education.  

 The EIB could be used to support additional investment in the institutes of technology.  
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 Recommendations 

 Public bodies that play a central role in the delivery of the public capital programme 

should now assess their capacity to deliver capital projects and report to the 

Department of Public Expenditure and Reform as part of the review of Building on 

Recovery.  

 Review third level course where there are high drop-out rates with a view to diverting 

resources toward courses that lead to vocational qualifications in trades 

 Increase investment in education and training for construction and engineering courses 

in order to build up capacity for future pipeline of capital projects.  

 Review of the National Training Fund to include voices from business and industry. 

 Review of the accreditation process for apprenticeships to address inefficiencies in 

apprentice recruitment and accreditation in all industries and trades 

 Implementation of a marketing campaign for the new apprenticeships scheme to 

encourage increased uptake. 
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8.  Appendix 
 

8.1  Terms of Reference  

 “That, until 31 December 2016 or until the Dáil shall otherwise order- 

(1) A Select Committee, which shall be called the Committee on Budgetary Oversight, is hereby 

established to consider - 

(a)  public expenditure policy; 

(b)  policy affecting Exchequer revenue receipts; and 

(c)  the overall fiscal position, including the aggregated position on revenue and 

expenditure and the General Government Balance (including on a structural basis) 

and medium-term projections for the public finances. 

(2) Notwithstanding the generality of the foregoing, for the purposes of considering Budget 

2017, the Committee shall consider – 

(a)  the expenditure position having regard to  

(i) the Government Expenditure Ceiling and,  

(ii) where significant variation from the expenditure profile could potentially 

impact on the overall fiscal position, Ministerial Expenditure Ceilings applying 

to individual estimates or groups of Estimates for public services; 

(b)   the position regarding Exchequer revenue receipts; 

(c)   the fiscal position, including the question of whether or not fiscal rules are being 

complied with; and  

(d)   recommendations made by any other Committee pursuant to paragraph (7). 

(3)  The Committee on Budgetary Oversight shall have the following powers: 

 (a)   power to send for persons, papers and records as defined in Standing Order 85(2A)  

and 88; 

(b) power to take oral and written evidence and submissions as defined in Standing 

Order  85(1) and (2); 

(c)   power to appoint sub-Committees as defined in Standing Order 85(3); 

(d)   power to engage consultants as defined in Standing Order 85(8); 

(e)   power to travel as defined in Standing Order 85(9). 

(4)  Every report which the Committee on Budgetary Oversight proposes to make shall on 

adoption by the Committee, be laid before the Dáil forthwith, whereupon the Committee 

shall be empowered to print and publish such report, together with such related documents 

it thinks fit. 
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(5) The Committee on Budgetary Oversight shall consist of 15 Members, none of whom shall be 

a member of the Government or a Minister of State, and 6 of whom shall constitute a 

quorum, nominated as follows: 

(a)  four members by the Government,  

(b) four members by Fianna Fáil,  

(c) two members by Sinn Féin, and 

(d) one member each by the Labour Party, AAA-PBP, Independents 4 Change, the Rural 

Independent Group and Social Democrats-Green Party Group. 

(6) For the purposes of considering Budget 2017, but with due regard however to the limited 

opportunity available, each Sectoral Committee may consider, in relation to Departments 

and bodies accountable to it - 

(a)  actual performance and associated expenditure and the adequacy of performance 

targets, including the  improvements and that may be necessary or appropriate;  

and 

(b) changes contemplated to outputs and service delivery, in respect of which 

Government or Ministerial approval would or might be required, and in the 

associated funding as a result. 

(7)  Each Sectoral Committee may report its opinions and recommendations and the basis of its 

assessment as the Committee considers appropriate: Provided that where a Sectoral 

Committee proposes to make recommendations that cannot be accommodated within the 

three year expenditure ceilings for the relevant Estimates or group of Estimates for public 

services, the recommendations shall be contained in a report to be made to the Committee 

on Budgetary Oversight.” 
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Seán Barrett TD Richard Boyd-Barrett 

TD 
Colm Brophy TD Thomas P. 

Broughan TD 
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Joan Burton TD Dara Calleary TD Lisa Chambers TD David Cullinane TD 

Labour Fianna Fáil Fianna Fáil Sinn Féin 

 

 

  

Pearse Doherty TD Stephen Donnelly TD Martin Heydon TD John Lahart TD 
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Josepha Madigan TD Michael McGrath TD Eamon Ryan TD  

Fine Gael Fianna Fáil Green Party  
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8.3  Links to Transcripts 

 

8th February 2017 – IBEC – Macroeconomic Outlook 

Transcript  

14th February 2017 – National Competitiveness Council – Competitiveness and Economic 

Growth 

Transcript 

22nd February 2017 – Irish Congress of Trade Unions – Fiscal Outlook, Competitiveness and 

Labour Market Developments 

Transcript 

28th February 2017 – Central Statistics Office and Central Bank – Report on Revised 

Macroeconomic Indicators 

Transcript 

8th March 2017 – National Treasury Management Agency – Developments in the National Debt 

Transcript 

22nd March 2017 – Transport Infrastructure Ireland – Review of the Capital Plan 

Transcript 

28th March 2017 – Construction Industry Federation – Review of the Capital Plan 

Transcript 

5th April 2017 - Secretary Generals of Departments of Finance and Public Expenditure and 

Reform – Engagement on Overall Fiscal Position 

Transcript 

13th April 2017 – Minister for Finance – Stability Programme Update 

Transcript 

9th May 2017 – Dublin Chamber of Commerce – Capital Investment Plan 2016 – 2021 

Transcript 

23rd May 2017 – Irish Exporters Association – Capital Investment Plan 

Transcript 

file://///oireachtas.local/dfs/Section/Committees/Committees32/14.%20Budgetary%20Oversight/02.%20Meetings/02.%202017/S18.%2008-02-17%20IBEC/1.%20Meeting%20Records/Transcript%2008-02-17.pdf
file://///oireachtas.local/dfs/Section/Committees/Committees32/14.%20Budgetary%20Oversight/02.%20Meetings/02.%202017/S19.%2014-02-17%20Competitiveness%20-%20NCC/1.%20Meeting%20Records/Transcript%2014-02-17.pdf
file://///oireachtas.local/dfs/Section/Committees/Committees32/14.%20Budgetary%20Oversight/02.%20Meetings/02.%202017/S20.%2022-02-17%20ICTU
file://///oireachtas.local/dfs/Section/Committees/Committees32/14.%20Budgetary%20Oversight/02.%20Meetings/02.%202017/S21.%2028-02-17%20CSO%20and%20Central%20Bank/1.%20Meeting%20Records/Transcript%2028-02-17.pdf
file://///oireachtas.local/dfs/Section/Committees/Committees32/14.%20Budgetary%20Oversight/02.%20Meetings/02.%202017/S22.%2008-03-17%20National%20Debt%20-%20NTMA/1.%20Meeting%20Records/Transcript%2008-03-17.pdf
file://///oireachtas.local/dfs/Section/Committees/Committees32/14.%20Budgetary%20Oversight/02.%20Meetings/02.%202017/S23.%2022-03-17%20Capital%20Review%20-%20TII/1.%20Meeting%20Records/Transcript%2022-03-17.pdf
file://///oireachtas.local/dfs/Section/Committees/Committees32/14.%20Budgetary%20Oversight/02.%20Meetings/02.%202017/S24.%2028-03-17%20Capital%20Review%20-%20CIF
file://///oireachtas.local/dfs/Section/Committees/Committees32/14.%20Budgetary%20Oversight/02.%20Meetings/02.%202017/S25.%2005-04-17%20Sec%20Gens%20Fin%20and%20DPER/1.%20Meeting%20Records/Transcript%2005-04-17.pdf
file://///oireachtas.local/dfs/Section/Committees/Committees32/14.%20Budgetary%20Oversight/02.%20Meetings/02.%202017/S26.%2013-04-17%20Minister%20Finance/1.%20Meeting%20Records/Transcript%2013-04-17.pdf
file://///oireachtas.local/dfs/Section/Committees/Committees32/14.%20Budgetary%20Oversight/02.%20Meetings/02.%202017/S27.%2009-05-17%20Capital%20Plan%20-%20Dublin%20Chambers/1.%20Meeting%20Records/Transcript%2009-05-17.pdf
file://///oireachtas.local/dfs/Section/Committees/Committees32/14.%20Budgetary%20Oversight/02.%20Meetings/02.%202017/S29.%2023-05-17%20Capital%20Plan%20-%20Irish%20Exporters/1.%20Meeting%20Records/Transcript%2023-05-17.pdf
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14th June 2017 – Officials from Department of Finance and Revenue Commissioners – 

Corporation Tax Receipts 2015 

Transcript 

20th June 2017 – Irish Fiscal Advisory Council – Fiscal Assessment Report 

Transcript 

29th June 2017 – European Investment Bank – Capital Investment 

Transcript 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

file://///oireachtas.local/dfs/Section/Committees/Committees32/14.%20Budgetary%20Oversight/02.%20Meetings/02.%202017/S31.%2014-06-17%20Corp.%20Tax%20-%20Finance%20and%20Revenue/1.%20Meeting%20Records/Transcript.pdf
file://///oireachtas.local/dfs/Section/Committees/Committees32/14.%20Budgetary%20Oversight/02.%20Meetings/02.%202017/S32.%2020-06-17%20Fiscal%20Assessment%20Report%20-%20IFAC/1.%20Meeting%20Records/Transcript%2020-06-17.pdf
file://///oireachtas.local/dfs/Section/Committees/Committees32/14.%20Budgetary%20Oversight/02.%20Meetings/02.%202017/S33.%2029-06-17%20Capital%20Plan%20-%20EIB/1.%20Meeting%20Records/Transcript%2029-06-17.pdf
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8.4  Glossary 
 

Appropriations-in-Aid are receipts which may be retained by a Government Department or 

Office to offset expenditure in a given period, to the extent authorised by the annual 

Appropriation Act. Receipts are retained instead of being paid into the Exchequer Account of the 

State’s Central Fund.  

 

The Budgetary Rule falls under the preventive arm of the Stability and Growth Pact (SGP) and 

limits government annual budget deficits to 3% of GDP. Failure to comply with this Rule results 

in Member States transferring to the corrective arm of the SGP, also known as the Excessive 

Deficit Procedure (EDP).  

 

Convergence Margin is applied to the Reference Rate for Member States that have not reached 

their Medium-Term Budgetary Objective (MTO), and reduces the amount of resources available 

for additional Government expenditure and/or tax reductions by that Member State.  

 

The Debt Rule falls under the preventive arm of the SGP and limits public debt levels to 60% of 

GDP. If in excess of 60%, public debt must reduce by 1/20th annually (on average over three 

years). Failure to comply with this Rule results in Member States transferring to the corrective 

arm of the SGP, also known as the Excessive Deficit Procedure (EDP).  

 

EDP: Excessive Deficit Procedure is the corrective arm of the SGP. Member States in the EDP are 

subject to more stringent fiscal rules to move towards a 3% deficit to GDP and/or a 60% public 

debt to GDP ratio.  

 

Expenditure Benchmark limits government budgetary expansions to the medium term 

potential rate of GDP growth (Reference Rate). This can only be exceeded if the excess is 

matched by discretionary revenue measures.  

 

Fiscal Space refers to the projected amount of resources available for additional Government 

expenditure and/or tax reductions (after having taken account of discretionary revenue 

measures), while ensuring compliance with the Expenditure Benchmark.  

 

GGB: General Government Balance is the overall difference between Government revenues and 

expenditure for a given period.  

 

GNI: Gross National Income is GNP plus net receipts from abroad of wages and salaries and of 

property income, plus net taxes and subsidies receivable from abroad (i.e. EU contributions and 

receipts).  

 

Government Expenditure Ceiling translates the EU’s Expenditure Benchmark into the Irish 

budgetary system, but is narrower in definition in only including Central Government 

expenditure (as opposed to expenditure by all bodies that constitute the government sector). It 

is then broken down into individual Ministerial Expenditure Ceilings, which cannot be exceeded.  
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Gross Fixed Capital Formation consists of public and private investment, deducting disposals, 

in fixed assets retained for own use.  

 

MTO: Medium-Term Budgetary Objective is a budgetary target for Member States to reduce 

structural deficits at a rate of 0.5% of GDP per annum. MTOs are updated every three years. 

Annual targets on the way towards the MTO are set, and the expected path of debt to GDP ratios 

is forecasted.  

 

Rainy Day Fund is a contingency reserve designed to support activity and employment should 

the economic situation deteriorate, and is planned commence with projected contributions of 

€1 billion per annum once the State’s MTO is reached. It was committed to unilaterally by the 

Irish government in 2016 in accordance with the Programme for a Partnership Government 

(PfPG).  

 

Reference Rate is the maximum allowable rate of budget expansion for a given year under the 

Expenditure Benchmark. It excludes interest expenditure, EU funding and cyclical 

unemployment expenditure, but includes gross fixed capital formation by the public sector 

(averaged over a four year period).  

 

SPU: Stability Programme Updates lay out each EU Member State’s fiscal plans for the next 

three years, and are produced every April.  

 

Structural Budget Balance is, in simplified terms, the cyclically adjusted budget balance less 

one-offs and temporary budgetary measures. It arises from an underlying imbalance in 

government revenues and expenditures. 

 

 

 

 

 

 

 

 

 

 


