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Report of the Inter-Departmental/Agency Group (IDAG) on PPPs

In An Overview of Public Private Partnerships in 
Ireland (March 2018), the PBO described Public 
Private Partnerships (PPPs) and their use in Ireland. 
The PBO noted that the forthcoming report of the 
Inter-Departmental/Agency Group (IDAG) (July 
2018) would determine the future role of PPPs in 
Ireland.

PPPs constitute a future contingent liability for the 
State, which poses a potential risk were PPPs to be 
terminated and surrendered to the Exchequer earlier 
than anticipated, i.e. as this would result in them 
being reclassified as on-balance sheet.1 

At end-2017 the projected future liability in respect 
of PPPs was over €7 billion; this grows to €9.6 billion 
when unitary costs2 of PPPs currently in planning or 
procurement are included.

PPP unitary payments are estimated to increase 
from approx. €260 million in 2018 to approx. €400 
million per annum during the period 2024-2035. This 
could decrease to approx. €300 million from 2036-
2042 and then to zero by 2053 (if no further projects 
beyond those already announced and committed 
to were entered into). Based on current policy, this 
is an unlikely scenario. As was noted previously by 
the PBO3, unitary payments pre-commit resources 
and can limit flexibility in future budgetary decision 
making. 

Key Messages
•	 The July report of the Inter-Departmental/Agency 

Group (IDAG) set out to determine the future role of 
PPPs;

•	 Unitary payments in respect of PPP agreements 
are estimated from approx. €260 million in 2018 to 
approx. €400 million per annum during the period 
2024-2035;

•	 In the context of the National Development Plan 
(NDP), IDAG notes that the use of PPPs to provide 
additional capital investment risks increasing 
pressure on the capacity of the construction sector 
- thereby contributing to inflationary pressures and 
potentially undermining Value for Money (VfM);

•	 The IDAG found that PPPs should continue to be 
used - broadly to the same extent as currently;

•	 PPPs remain a useful tool to be employed during 
downturns;4

•	 One implication of Brexit is that relationships with 
non-UK contractors should be maintained as a 
priority;

•	 The IDAG found that a range of reforms may serve 
to enhance the contribution of PPPs to capital 
infrastructure procurement and the transparency of 
the PPP process;

•	 While the report notes the value of PPPs as a pro-
cyclical tool during economic downturns, it stresses 
that in the current climate the focus should be on 
VfM;

•	 The IDAG recommend that particular consideration 
be given to the use of the PPP Concession model; 
however, the advantages of this model may be 
diminished by Eurostat changes to requirements for 
PPP balance sheet classifications;

•	 The IDAG proposed that a new model of PPP be 
considered in respect of smaller (€20-50 million) 
and shorter (e.g. 10 years) projects. How this model 
should be developed, or by what agency, is unclear 
from the IDAG report.
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1 Minister for Public Expenditure and Reform replying to PQ 
18777/18 of 1 May 2018.
2 The public sector provides annual payments to the private sector 
for a contractually agreed period of time. These unitary payments 
typically comprise one or more of the following elements - 
usage payments, availability payments and service performance 
payments.
3 PBO, An Overview of Public Private Partnerships in Ireland 
(March 2018), p. 10.

4 In the context of delivering essential projects and/or services, 
at a time when Exchequer Capital resources may be limited. Of 
course, the cost of private finance may be higher at such times (in 
line with market interest rates).
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Purpose of the IDAG Report

The IDAG Report examines the role PPPs can 
play within plans to substantially increase capital 
expenditure, particularly within the context of 
the National Development Plan (NDP). Two key 
questions were posed in the report:5

•	 Should PPPs be used to deliver substantial 
additional capital investment to that included 
within in the new NDP?

or
•	 Should PPPs be retained to assist in delivery of 

the NDP where they demonstrably yield Value for 
Money (VfM)?

Ultimately, the report finds that the answer to the first 
question posed is ‘No’ and to the second is ‘Yes’. 

Conclusions and Recommendations 
of the Report

The IDAG Report responded to these two 
questions above with a range of conclusions and 
recommendations which the PBO has categorised as:

I. Harnessing the strengths of PPPs
The IDAG found that PPPs offer a range of potential 
advantages over traditional procurement including 
timely delivery of infrastructure and risk sharing. 
PPPs may also provide greater VfM than traditionally 
procured projects; however, comparisons can be 
challenging as direct Exchequer-funded projects do 
not always account fully for life-time costs whereas 
PPPs do (i.e. by including debt-servicing and asset 
maintenance).

The PPP model allows off-balance sheet capital 
expenditure, which is particularly useful during 
periods when “affordability is a constraint on 
delivery”.6 PPPs can facilitate counter-cyclical 
investment and the provision of additional capital 
investment that could not otherwise be provided. 
In such cases the use of PPPs may be based on 
arguments of additionality and pro-cyclical stimulus.

II. Countering the weaknesses of PPPs
Conversely, the IDAG finds that the use of PPPs 
should be restricted when prevailing economic 
indicators are positive because they could have a 
pro-cyclical impact. The IDAG report observes that 
the Government plans, through the NDP, to increase 
levels of public capital investment to amongst the 
highest in Europe, reaching 4% of GNI* by 2024. 
It is unclear from the IDAG Report whether this 
elevated rate is a consequence of the reductions 
made to capital expenditure during the economic 
and fiscal crisis and the consequent need to address 
accumulated infrastructural deficits.7 The IDAG 
Report suggests that 3% of an appropriate measure of 
national income might form an appropriate target for 
long term public capital investment.8

In the context of the NDP, the IDAG notes that the 
use of PPPs to provide additional capital investment 
would further drive public capital investment above a 
level they deem appropriate. 

The economic and fiscal crisis resulted in contraction 
of the construction sector from which it is still 
recovering. The PBO notes that the construction 
sector is currently facing capacity issues in addressing 
an accumulated housing stock deficit. Increases to 
the level of public capital investment would likely 
increase pressure on the capacity of the construction 
sector, thereby contributing to inflationary pressures 
and potentially undermining VfM. 

III. Transparency and Reforms
The PBO has previously stated that transparency 
could be enhanced through a more disaggregated 
estimate of forthcoming PPP unitary payments. The 
Central PPP Policy Unit (within the Department 
of Public Expenditure and Reform) subsequently 
expanded the level of detail provided in respect of 
unitary payments on its project tracker website. 

5 Department of Public Expenditure and Reform, Report of the 
Inter-Departmental/Agency Group on PPPs (July 2018), p. 1.
6 Ibid.

7 The NDP (2018-2017) does however state that “in the 
years following the crisis public investment was significantly 
constrained ... this has led to the development of some important 
shortfalls in the volume and quality of Ireland’s public capital 
infrastructure.” p. 3.
8 Department of Public Expenditure and Reform, Report of the 
Inter-Departmental/Agency Group on PPPs (July 2018), p. 12.
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The IDAG finds that a range of reforms may serve 
to enhance the contribution of PPPs to capital 
infrastructure procurement and the transparency of 
the PPP process:

•	 Sharing information and expertise between public 
bodies is essential to the future utilisation of 
PPPs;

•	 PPPs should be charged against the Capital 
Allocation of a Department or Agency in the 
same way as Exchequer funded projects. This 
control mechanism was used before 2015 and its 
re-introduction was recommended by the IMF.9 
This approach is aimed at preventing PPP unitary 
payments from becoming an excessive capital 
liability;

•	 Increased transparency in the PPP process 
including the publication of Cost Benefit 
Analyses, Public Sector Benchmarks, and 
post-project reviews. The PBO notes that this 
increased transparency may also be useful in 
better assessing overall VfM with regard to capital 
expenditure if also implemented in respect of 
‘traditional’ procurement; and, 

•	 The Department of Public Expenditure and 
Reform (DPER) should publish more detailed 
information regarding future commitments 
in respect of PPPs and Concessions (and 
include these commitments within the Budget 
documentation). Again, this should improve 
transparency.

IV. The Future of PPPs in Ireland
The IMF has previously been critical of the use of 
PPPs in Ireland, stating that too much emphasis was 
being placed upon additionality in justifying the use 
of PPPs rather than VfM and affordability.10

The IDAG found that PPPs should continue to 
be used - broadly to the same extent as currently. 

9 International Monetary Fund, Technical Assistance Report - 
Public Investment Management Assessment (November 2017), p. 
31.
10  Ibid, pp. 30-31. 

It stresses however that, during periods when 
Exchequer resourcing of capital investment is less 
restrained, the VfM basis for using PPPs should be 
fully restored.11 In that context, the IDAG Report 
clearly states that PPPs should only be undertaken 
when “a clear VfM advantage”12 over traditional 
procurement has been demonstrated.

The IDAG Report recommends that PPPs should 
be considered on a case-by-case basis and that 
particular consideration be given to the use of the 
PPP Concession model where viable.13,14 In the case 
of future PPPs, concession model user charges may 
be discounted when charging the project to the 
sponsoring agency’s Exchequer capital allocation. The 
IDAG Report notes however that the advantages of 
this model may be diminished by Eurostat changes 
to requirements for PPP balance sheet classifications. 
These necessitate that a number of benefits must be 
foregone by the State, including sharing in excess 
profits from concessions, if the PPP is to be off-
balance sheet.15

However, the IDAG also makes the case that ongoing 
commitment to the use of PPPs is necessary to retain 
access to the PPP market and to maintain public 
sector experise in PPP procurement processes. The 
IDAG warned that completely halting the use of 
PPPs could cause problems during future economic 
downturns as the “nature of PPP market is not such 
that the State can ‘turn off the tap’ and not face 
significant challenges and delays in restarting PPPs 
when this may be necessary.”16

11 Department of Public Expenditure and Reform, Report of the 
Inter-Departmental/Agency Group on PPPs (July 2018), p. 16.
12 Ibid, p. 18.
13 Ibid.
14 Concession contracts are similar to design, build, operate, and 
finance arrangements, except that the private contractor recovers 
its costs either through direct user charges or possibly through 
a combination of user charges and public subvention. Source: 
Department of Housing, Planning and Local Government - PPPs.
15 See Eurostat, A Guide to the Statistical Treatment of PPPs 
(September 2016), p. 134.
16  Department of Public Expenditure and Reform, Report of the 
Inter-Departmental/Agency Group on PPPs (July 2018), p. 17.
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http://www.eib.org/attachments/thematic/epec_eurostat_statistical_guide_en.pdf


Disclaimer: This document has been prepared by 
the Parliamentary Budget Office (PBO) for use by the 
Members of the Houses of the Oireachtas and to aid 
them in their parliamentary duties. It is not intended to 
be comprehensive or definitive. The PBO may remove, 
vary or amend any information contained therein at 
any time without prior notice. The PBO accepts no 
responsibility for any references or links to, or the 
content of, any information maintained by third parties.

Contact: PBO@Oireachtas.ie
Go to our webpage: www.Oireachtas.ie/PBO
Publication Date: 17 September 2018
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The IDAG noted that the United Kingdom’s exit 
from the European Union (in March 2019) provides 
an additional rationale for ongoing commitment to 
the use of PPPs. Brexit could create barriers to UK 
investors who wish to participate in the PPP market 
with the effect that fewer of PPP investors may exist. 
Decreased competition could impact on the VfM 
that can be achieved from PPPs. In that context it is 
“imperative that Irish authorities maintain existing 
relationships with a broad range of investors to ensure 
investors’ awareness and familiarity with Ireland.”17

The IDAG proposed that a new model of PPP be 
considered in respect of smaller (€20 to €50 million) 
and shorter (perhaps 10 years) projects.18 This could 
facilitate market access for smaller domestic and 
international actors. The World Bank is supportive of 
efforts to include SMEs in the PPP market but notes 
that “PPPs are often very large or complex and it may 
be hard for SMEs to compete in the market.”19

17 Ibid, p. 17.
18 Ibid, p. 4.
19 PPP Legal Resource Center, ‘Legal Issues on Small and Medium 
Enterprises and PPPs’ (July 2018).
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