National Economic Dialogue 2025

A Successor to Housing for All: Overcoming Structural Challenges

1. How can the State leverage its regulatory and market power to lower the cost of residential
construction, increase viability and improve affordability?

2. Given the scale of investment needed, how can the State attract more private investment into
the housing market?

3. Given fiscal constraints and the need to stay within the path set out in the Medium-Term Plan,
what are the most cost-effective ways the State can increase affordable housing output?

4. What should the respective roles of the LDA, AHBs and Local Authorities be in housing
delivery?

For more than a decade, the housing system has been characterised by a structural imbalance between
demand and supply. The mismatch has presented considerable challenges, including reduced access,
increasing prices and higher rents. In the long-run, housing need is driven by a number of factors
including inter alia economic growth, demographics and trends in household size. In relation to the
former two, Ireland has experienced very strong economic and population growth in the post-pandemic
period (figure 1a).

The supply of housing has not kept pace, with the dynamics of a small and unproductive construction
industry and the need to build more complex typologies amplifying the demand-supply imbalance.

Partly in response, the State’s involvement in the housing system has changed. The end of boom-era
credit conditions, coupled with the legacy of structurally higher construction costs, means that many
people have found themselves unable to provide for their own housing needs. Accordingly, the State
has stepped in and is doing more than ever in the sector. National expenditure as a share of GNI* is
now at record levels, and significantly higher than other advanced economies (figure 1b).
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Figure 1: Change in Irish population and scale of investment

A: Population growth vs housing supply, 1992 - 2022 B: Capital expenditure on housing 2022, per cent of GNI
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This year, the State is channelling a record €6.1 billion in capital expenditure into housing — a six-fold
increase in just a decade. Investment under Housing for All delivered a rapid expansion in output in its
initial years, with more than 133,000 new dwellings completed from 2020-2024, almost double the
previous 5-year period. However, a further step-change is required to meet revised targets for output
of 60,000 homes by 2030.

The Department of Finance estimates that around €20bn in annual investment will be required to meet
this target. An expansion of public expenditure in-step with the revised targets would not be fiscally
sustainable in the near - or long-term; this means that significant private capital is also required.

Other factors are also at play. Government policy is centred around avoiding the environmental, social,
and fiscal cost of sprawl. The National Planning Framework has targets around compact growth aiming
at a developing a sustainable system of urban residential construction that complements many people’s
preference for rural or suburban living.

However, it is precisely those denser, urban, and brownfield developments where viability pressures
are most acute. The choices and trade-offs inherent in addressing this issue are at the core of housing

policy.

Recent Developments

Housing Completions

There were 5,938 new dwelling completions in the first quarter of 2025, an increase of 2 per cent on
the same period last year. While this is positive, delivery will need to accelerate significantly through
the year to meet the Government’s target of 41,000 units for 2025.

Commencements

In the year to April, a total of 3,945 homes commenced, a reduction of 87 per cent compared to the
same period last year. The weakness likely reflects front-loading of submissions ahead of deadlines
for the expiration of the Development Levy Waiver and Uisce Eireann rebate last year. In 2024, an
unprecedented number of new homes were commenced (69,060), of which nearly 19,000 were
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submitted in April alone. The spikes in commencement notices in 2024 distort year-on-year
comparisons and the role of commencement notices as leading indicator.

A total of 32,401 homes were granted planning permission in 2024, down 21 per cent on 2023. Houses
were down 2.7 per cent, while planning permissions for apartments were down 39 per cent. Houses
accounted for 59 per cent (19,207) of all planning permissions in 2024 while apartments (13,194)
accounted for 41 per cent. The decline in apartment planning permissions reflects ongoing viability
concerns and weaker Private Rented Sector/Build to Rent (PRS) investment.

Lack of viability is the most significant impediment to increasing housing supply. The legacy of boom-
era construction inflation, as well as the global supply-side shocks that characterised the post-pandemic
period drove construction prices ahead of changes in the aggregate price level (figure 2a). Despite a
recent moderation in growth, housing input costs remain structurally high and have contributed to a
sharp growth in nominal house prices beyond their pre-GFC peak (figure 2b).

Figure 2: Cost and price developments
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The legacy of higher costs is most acute in higher density developments. In fact, there is little or no
market for Build-to-Sell apartments with relatively few owner-occupier apartments being built in the last
decade. The cost to produce a new Build-to-Sell apartment is affordable only for individuals with
earnings in the top deciles (figure 3). Accordingly, apartments are unlikely to be built unless they are
pre-sold to either a PRS investor, the State (AHB, LA, LDA), or subsidised by Government intervention
via Croi Conaithe.
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Figure 3: Income and affordability

A: Income by decile and affordable house prices
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The economics of the PRS market are different. Dublin experienced a mini-boom in apartment building
between 2019 and 2022 as PRS investors took advantage of the city’s attractive fundamentals (full
employment, rising wages, demand-supply imbalance) and cheap credit. As pandemic-era supply side
shocks contributed to both higher costs and interest rates - PRS viability worsened. Investment
transactions fell more than 80 per cent in 2023. Despite a progressive easing in ECB policy rates, PRS
activity is yet to recover (figure 4a). As a result, the pipeline of PRS apartments — the engine of high-
density delivery over recent years — is forecast to be as low as 1,000 units by 2027 (figure 4b).

The lack of viability in both the BTS and PRS markets poses a significant barrier to the implementation
of public policy which explicitly encourages higher density forms of housing for a host of fiscal,
environmental and demographic reasons.

Viability in traditional housing schemes, although stretched in places, is less of a concern. Supported
by Help-to-Buy and the First Home Scheme, scheme houses are largely viable. Accordingly, three and
four-bed houses on greenfield suburban sites are being built in much greater quantities than

apartments.
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Figure 4: PRS Investment and apartment delivery

A: Private Rental Sector investment 2018-2025, € millions B: PRS Delivery and forecast delivery 2018-2029
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The Department of Finance’s ‘Report on the Availability, Composition, and Flow of Finance for
Residential Development’ (June 2024) found that there is reasonable access to finance for viable
residential developments. While there are fewer domestic banks lending into residential development
in the State, there has been an expansion in alternative and non-bank lenders who are active in the
market.

Notwithstanding, the funding landscape has changed significantly in the period following the financial
crisis. Developers are typically only able to obtain debt funding for approximately 60-70 per cent of the
development cost of a project from banks. Given that many developers are equity constrained, the
remainder is often funded via private finance, private equity or some other form of institutional
investment. These sources of equity are often expensive, and for some developers unattainable, due
to lack of scale and profitability.

Budget 2025 outlined an overall capital provision of over €6.1bn for housing in 2024. Although a very
significant outlay, it is far short of the c. €20 billion required to produce 50,000 units. Accordingly, while
the State is investing unprecedented levels into housing delivery, Government cannot deliver on its
own. The only way to deliver housing at the scale needed is by attracting tens of billions of euro of
private capital to the market over the coming years.
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Table 1: Social housing delivery

Build:

Target 4,969 6,545 7,736 9,500 9,000 9,100 9,300
Output 4,794 6,072 5,064 5,202 7,433 8,110 7,871
Acquisition:

Target 900 1,325 800 800 200 1,500 1,500
Output 2,592 2,752 1,314 1,262 947 1,829 1,501
Lease:

Target 2,000 2,130 2,631 2,450 2,620 2,530 2,130
Output 1,001 1,161 1,440 2,711 1,870 1,999 1,223
Total:

Target 7,869 10,000 11,167 12,750 11,820 13,130 12,930
Output 8,387 9,985 7,818 9,175 10,250 11,938 10,595

Note: These figures exclude rental supports such as RAS and HAP

The construction industry is a low productivity sector arising from the labour-intensive nature of much
of the work, lack of scale and its cyclical nature.! The need for higher density housing poses additional
challenges, as there are likely only 10-12 building contractors capable of delivering apartments at scale.

Low productivity effects both the public and private sectors, but the scale of the public sector as a
funder, producer and buyer in the market should mean that it can achieve efficiencies and cost-effective
practices unavailable to other stakeholders.

The availability of labour represents an additional challenge. The Irish Fiscal and Advisory Council
estimate that around 80,000 additional construction workers will be needed to meet Ireland’s
infrastructural demands. At this point, the pipeline of construction workers from national apprentice
schemes — at around 5,000 per year is far too small to meet that need.

The provision of infrastructure for development is a key factor in future delivery. The recent revision to
the National Planning Framework will shape regional strategies to ensure sufficient levels of residential
land is zoned. Zoning will match current and future population growth, while the revised NDP should
prioritise infrastructure such as energy, water supply and transport connectivity.

However, competition for public capital is intense and industry stakeholders have flagged lack of
delivery by public utility companies over recent years. Prioritisation and the recognition of key trade-
offs will be key to delivery in the area.

" See KPMG Economic analysis of productivity in the Irish construction sector. Available at:
https://assets.gov.ie/75034/5ea76039-b46b-434d-9b66-ab2936df38f7.pdf
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The purpose of this paper was to identify the many structural barriers to addressing the current
imbalance in Ireland’s housing market.

Restoring balance must be a priority — for social and economic reasons — and will require a multi-faceted
approach that recognises, firstly, structural reforms must complement funding by Government and,
secondly, that private sector capital must also be mobilised. This approach ensures that the intervention
by the State can be optimised, while also acknowledging that neither the public or private sectors can
address these issues on their own.

The Government is currently developing a new housing plan, one that will tackle these issues and
increase the supply of all forms of housing — social, affordable, and private. It is hoped that the
discussion will inform that work.
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