National Economic Dialogue 2025

Infrastructure Investment: Prioritisation and Delivery

National Development Plan Review

1. The core focus of the review of the National Development Plan is to fund the supporting
infrastructure to deliver 300,000 additional housing units by 2030 and boost international
competitiveness. Should Government prioritise increases to a small number of priority sectors
to deliver on the core objective of the review?

2. Is the construction sector able to deliver on the State’s ambitious pipeline? Do we need to
attract more workers and investment from abroad?

Infrastructure Delivery

3. Beyond funding, what measures should be taken to enhance the delivery and value for money
of capital projects, while minimising the inflationary impact of additional spending?

4. What are the specific barriers to increased delivery of core economic infrastructure, such as
transport, electricity and water networks in Ireland?

5. What cross cutting policy changes could remove these barriers?

In line with the commitment in the Programme for Government, the Department of Public Expenditure,
National Development Plan Delivery and Reform (DPENDR) has commenced a review of the National
Development Plan (NDP) across Government, to be published in July 2025.

The review will encompass all public capital investment to 2035 and use both Exchequer and non-
Exchequer sources of funding, including the Apple Escrow funds, the Infrastructure, Climate and Nature
Fund, and proceeds of the AIB share sales.

While there is substantial additional funding available for investment, Ireland currently experiences an
infrastructure deficit relative to peer countries. The Irish Fiscal Advisory Council estimate that Ireland’s
infrastructure is 25% lower than average for a high-income European country despite significant
progress over recent years?.

As a holistic review of public capital spending, this review provides an opportunity to implement this
Government’s clear ambition to prioritise the delivery of transformative, critical and growth-enhancing
infrastructure. This will be done by reallocating funding in line with strategic prioritisation, reassessing
investments plans and capital programmes, updating project costings and ensuring a strong focus on
value for money and delivery.

" Irish Fiscal Advisory Council (2024) ‘Ireland’s Infrastructure Demands’, Working Paper 23, Available at:
https://www.fiscalcouncil.ie/infrastructure/
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The scale of the funding requirement in the identified priority areas, coupled with infrastructure demands
across most sectors, indicates the need to strategically prioritise the available funding.

The review will therefore seek to inform the allocation of funding to meet the ambition set out in the
Programme for Government to improve our infrastructure, especially energy, water, transport and
health digitalisation. Improvements to these sectors is required to facilitate the objective of delivering
300,000 additional homes by 2030 and of boosting our competitiveness.

As shown in Figure 1 below, capital expenditure has increased significantly over recent years. From
2019 — 2025, expenditure has increased by over 107%. This reflects an average year-on-year increase
of 14% over the period. In 2025, the capital allocation will reach almost €15 billion, an all-time high.
Table 1 details how capital expenditure allocations have increased across all sectors over the period
2019 — 2025. By sector, the Departments of Housing, Local Government and Heritage (DHLGH) and
Environment, Climate and Communications (DECC) have seen the largest growth in their capital
expenditure allocation. Capital funding to DHLGH increased by €2.4bn (112%) from 2019 to 2025, while
capital funding to DECC increased by €1bn (468%) over the same period. Departments such as
Transport and Health have also had a significant increase, with an almost doubling of their capital
allocation over this period. This demonstrates the broad based nature of increases in capital allocations
over the period.

Figure 1 - Capital Expenditure 2019-2024 and 2025 allocation, € billion
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Table 1: Largest Spending Departments Capital Expenditure Breakdown 2019 — 2025

% Increase

2019 outturn (€m) 2025 (€m) 2019 - 2025
DHLGH 2,151 4,554 112%
Transport 1,552 2,877 85%
Health 689 1,460 112%
Education? 764 1,391 82%
DECC 211 1,199 468%
Other Depts 1,797 3,354 87%
Total 7,164 14,835 107%

Source: DPENDR Estimates Management system

Given the trend of significant increases in capital expenditure, there is a need for strategic prioritisation
and a focus on delivery to ensure that funding is channelled to meet priority needs and that projects
receiving funding are delivered on time and within budget.

There are many factors that contribute to the increased needs for strategic infrastructure, but those
particular to the demand side of the economy are:

e Energy intensity of modern manufacturing and large-scale servers powering cloud / Artificial
Intelligences3;

e Greater electrification of the housing and transport sectors, which were primarily fuelled by
imported fossil fuels;

e Strong economic growth, with record numbers at work and requiring housing; and

e Higher demographic growth than previously anticipated, placing pressure on infrastructure
(annual increase of 1.3% between census 2016 and 2022, versus an estimated increase of
0.8% underpinning the National Planning Framework (NPF) in 2018, which has led to the
population to be 111,000 higher than expected as of 2022).

Compounding the significant growth in demand has been the difficulty in adding capital stock to boost
supply. To date, projects in critical sectors have faced challenges beyond funding, including:
e Judicial Reviews of successful planning decisions and local opposition to proposed
developments (particularly onshore wind/solar generation). This has been identified in the
Draghi Report4, which found that Ireland has among the longest processes in the European
Union to get planning consents for both solar PV and onshore wind projects;

2 Some DFHERIS functions had not transferred from Education in 2019 so the figures in the table have been adjusted to
assume it had taken place.

3 As an example of the growing intensity of energy required for new technologies, a ChatGPT query needs nearly 10 times as
much electricity to process as a traditional Google search.

4 The future of European competitiveness (European Commission, Sept 2024)
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e Energy and Water sectors also rely on additional environmental consents beyond planning
(consents for extraction, energy generation, waste licenses etc.);

e Labour supply shortages, particularly in the construction sector, which faces competing
demands for its resources (e.g. retrofit vs. housing construction); and

e The availability of construction companies to tender and bring competitive tension has been a
challenge.

The NDP 2021-2030 document estimated that an annual average of up to approximately 47,000 direct
and 33,000 indirect construction jobs would be sustained by the investment over the course of the NDP.
With additional funding available as part of the NDP Review, there will be an additional demand for
construction workers to deliver the projects receiving funding.

The Department of Further and Higher Education, Research, Innovation and Science (DFHERIS)
recently updated a report® which forecasts the skills required to deliver 50,000 new homes annually
and meet national retrofit targets. It found that in a no change approach, 80,000 additional construction
workers will have to be recruited to build an average of 50,000 new homes annually and to retrofit
444,106 older, existing homes. In a scenario where Modern Methods of Construction was adopted
significantly, the additional construction workforce requirement reduces to 70,000, i.e., 10,000 fewer
additional workers.

At time of writing, Indecon Economic Consultants have been appointed by DFHERIS to provide
research to develop an integrated national framework for meeting priority construction workforce needs
with labour demand modelling. While this analysis will further detail the trade-offs involved, it is clear
from existing analyses that the scale of demands on the construction sector workforce will require
careful management and prioritisation to ensure that priority projects are delivered in line with the aims
of the Review.

The continued impact of construction inflation on projects has also challenged cost-efficient delivery.
For example, Table 2 shows that the price of all construction materials increased by 27% on average
from January 2021 to March 2025. There is a risk that stimulus spending as part of the investment in
essential infrastructure could drive further inflation. In prioritising sectors for funding, a challenge will be
to manage these trade-offs and constraints to ensure effective delivery.

5 An Update to the Report on the Analysis of Skills for Residential Construction and Retrofitting (DFHERIS 2024)
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Table 2: Construction input inflation index and percentage monthly and annual change, March
2025 (base year 2021 as 100)

Materials Index M&?:;,Ige% A&?;r?é?
Mar-25 Mar-25 Mar-25
Stone, Sand and Gravel 131.6 0.4 1.9
Cement 151.4 0 5.7
Structural Steel and Reinforcing Metal 129.3 -0.1 -2.5
Rough Timber (including plain swan) 88.7 0 -0.3

Bituminous macadam, asphalt and

. . . 124 0.2 -0.9
bituminous emulsions
Electrical Fittings 110.3 -0.4 -4.5
All Other Material 124.7 0.2 1.6
All Materials 126.9 0.2 1

Source: CSO Wholesale Price Index

Total capital investment in 2025 will be almost €15 billion which is the highest annual spend to date in
this country and four times the level of investment only 10 years ago. This continued investment is
providing housing, school buildings and transport infrastructure across the country, building capacity for
our future.
In the past five years, there has been more than €65 billion invested in capital infrastructure projects
across our country to improve people’s lives through the National Development Plan. This includes:
e 171 kilometres of new roads across the national, regional and local networks
e 257 kilometres of cycling infrastructure
o 496 kilometres of walking infrastructure in our towns and cities, and a further 222 kilometres of
Greenways
e Better health facilities including the National Forensic Mental Hospital in Portrane; four major
hospital extensions in Drogheda, Limerick, Clonmel and Waterford and new primary care
centres all over the country
e Cultural and sporting amenities such as the Indoor Arena and elite training facilities at the
Sports Campus in Blanchardstown
e Improved connectivity such as the North Runway Project at Dublin Airport
e Hundreds of projects funded under the Rural and Urban Regeneration and Development
Funds, the Disruptive Technologies Innovation Fund and the Climate Action Fund.

While recognising the significant progress to date, reforms are being progressed to boost delivery to
ensure that projects are delivered on time and within budget.

The Department’s expanded role in Infrastructure delivery provides an opportunity to develop policy
proposals to improve infrastructure delivery as delayed development of infrastructure leads to costs that
are borne across society. These costs include the increased costs from delays and the opportunity
costs in terms of investments foregone.
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The Department’s first task in its expanded infrastructure delivery mandate is to identify the most
significant barriers impeding infrastructure development. To undertake this task, experts from a range
of semi-state companies and state agencies have been redeployed to the Department, and the Minister
has established an Accelerating Infrastructure Taskforce with senior experts to provide guidance and
advice.

Over the coming weeks and months, the Department will be gathering evidence on how infrastructure
is developed in certain key sectors. There are four strands to this work:

1. The deployed experts will bring their own substantial expertise and experience and that of
their parent organisations to bear on how the development cycle has evolved over time and
the issues impacting infrastructure delivery in their sector.

2. The Department along with the deployed experts will engage with a range of key
stakeholders and representative organisations involved with infrastructure development to
consider their views as part of this public consultation on how infrastructure development
can be reformed and accelerated.

3. The Department will review international best practice and reforms to infrastructure
development that have been successfully implemented in other jurisdictions.

4. A report will be prepared for Government on the barriers to delivering core economic
infrastructure.

The aim of this work is to present a systematic assessment of the infrastructure development cycle
across key sectors to Government. This will include a view on the most pressing barriers to
infrastructure development, and it will focus on critical economic infrastructure, specifically the
electricity, water and transport sectors. These sectors have been chosen as this infrastructure is
required to underpin the development of all other infrastructure in the State, whether social or economic.

Arising from this assessment, a series of focused, high impact reforms and actions will be developed
for consideration by Government. These actions will focus on where reforms can be introduced that will
improve the efficiency of current processes, focusing on achieving the dual benefit of balancing the
achievement of positive outcomes, such as value for money, public input, and sustainability with the
timely provision of infrastructure that benefits society.

To support this work, a Public Consultation has been issued to give interested parties an opportunity to
contribute their views, expertise, and evidence to inform the work of the Department. A selection of the
guestions from the public consultation have been included as part of this paper.

Capital investment has reached an all-time high in 2025, at almost €15 billion. This reflects the highest
ever annual investment in infrastructure in this country and four times the level of investment only 10
years ago. This has arisen from substantial broad-based year-on-year increases to capital allocations
over recent years.

The Programme for Government has prioritised an early review of the National Development Plan,
encompassing all public capital investment (Exchequer and non-Exchequer sources of funding) through
to 2035. The reallocation of funding is intended to deliver on the ambition of the Government to improve
our infrastructure, especially: housing, energy, water, transport and health digitalisation.

The Review will therefore inform strategic prioritisation to achieve the overarching objective of delivering
300,000 additional housing units by 2030 and boosting our international competitiveness. As we look
to boost infrastructure delivery, consideration needs to extend beyond funding to address non-funding
barriers to delivery, such as planning and approval processes and labour supply shortages. Reforms
underway in these areas are critical to unlocking timely delivery, underpinned by the principle of value-
for-money.
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