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Introduction 

 During the economic crisis infrastructure expenditure in 
Ireland was cut drastically. 

 Now that the economy is recovering there have been 
increasing calls to raise the level of public capital expenditure.  

 For example Engineers Ireland have called for infrastructure 
investment to be raised to 4% of GDP. 

 Simply spending a lot does not mean we get good 
infrastructure - “The value of infrastructure is not equal to its 
cost” Pritchett (1996) 

 How do we ensure value for money? 

- Project selection 

- Project delivery 
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Outline 

 Irish infrastructure investment in comparison 

 Regional infrastructure investment 

 How do projects get chosen 

 Project risks 
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Irish Infrastructure Investment has 
been Above Average!! 

 Despite what people might think the gross fixed capital 
formation by government in Ireland has been higher than that 
in many other OECD countries over the period 1970 to 2015. 

 However, Irish government GFCF has been one of the most 
volatile – high investment in the 1970’s, low investment 
during the 1980’s, on average medium levels during the 
1990’s, high rates during naughties and low rates since the 
crisis. 

 On average over the period Ireland has invested as much as 
the OECD average. 

 However, Ireland does not appear like a country which has 
above average infrastructure stocks – perhaps we did not get 
good value for money in the past??? 
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Average Government GFCF 1970-2015 
(% of GDP)  

Source: Own calculations using DG-ECFIN AMECO database 5 



Government GFCF (% of GDP) 

6 Source: Own calculations using DG-ECFIN AMECO database 



Infrastructure in the Regions 

 Over the 1995 to 2009 period infrastructure expenditure 
increased significantly in all regions (see Morgenroth, 2014).  

 On a per capita basis Dublin received less than average 
investment! 

 Infrastructure can boost (regional) growth but it is only a 
necessary but not sufficient condition for growth – human 
capital is more important (McCoy et al 2016). 

 Improving the transport infrastructure between two points 
improves the infrastructure for all intermediate points along the 
route (this is tautological).  

 Therefore it is impossible to overcome relative geographical 
peripherality with transport infrastructure, at least along that 
route, although such investment can reduce absolute 
peripherality. 
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Real Per Capita Public Capital Expenditure 
by Region 
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Real Per Capita Public Capital 
Expenditure on Roads by Region 
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Drive Time to the Nearest Motorway 
Junction (1996, 2002, 2011) 

Source: Own calculations using Microsoft MapPoint 
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Drive Time to Nearest Railway Station 
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How do projects get chosen? 

 Individual project might well be positively evaluated but that does 
not mean they are necessarily the best project. 

 How do projects get proposed in the first place?  

- Analyse the problem; 

- Identify the full set of possible solutions (including measures other 
than investment or incremental measures); 

- Evaluate all and choose the best one. 

 This approach does not seem to be followed in many (most) cases. 
Particularly non-investment measures like correct pricing, 
regulation etc. are not considered. 

 The 2013 HGV toll holiday shows that a considerable percentage of 
HGVs avid tolls and thus congest other smaller roads – avoid 
investment by reducing tolls and banning HGVs from dangerous 
roads. 
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Airport Berlin-Brandenburg 
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Airport Berlin-Brandenburg 

 Undoubtedly an important project. 

 Alternative locations might have been better. 

 Scheduled to open in 2007 it might be operational next year 
(2017 - maybe) – at least 10 years late. 

 Originally projected to cost €1.7 bn it has already cost about 
€5.4bn and costs may escalate further to €7bn.  

 The project has been subject to planning delays, cost 
explosion, technical issues (does not meet fire regulations), 
operational issues (various areas are too small to guarantee 
smooth operation).... 

 The local planning and building control system was not 
capable of handling such a project (local authorities are 
responsible for extensive building control inspections) . 
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Project Risks 

 Planning risk which might delay, substantially alter or even 
stop a project at the planning stage.  

 There are also political risks whereby projects are changed or 
stopped after significant expenditure has been incurred.  

 Construction is also subject to risk, for example as unforeseen 
factors slow down and/or increase the cost of construction.  

 Once the project is finished it might not meet the operational 
requirements that had been expected,. 

 Demand for the infrastructure might be lower than expected.  

 However, projects are usually planned on an “all goes 
according to plan basis”, yet the risks can easily double costs 
or halve benefits (see evidence on optimism bias by 
Flyvbjerg). 15 



Political, Planning and Financing Risks: 
SoDa-Brűcken – Just There Bridges 
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Construction Risk: Cologne 
Underground – Collapse of the Public 
Records Office  
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Operational Risks: 
Bad Bentheim Train Station – Raised 
Platform for Improved Accessibility 
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Improved Accessibility?? 
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Demand Risk 
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??? 
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Conclusions 

 Spending money on the wrong project or executing a project 
badly could result in zero benefits from investment – simply 
targeting expenditure levels is not the right approach. 

 When it comes to large projects most people involved (except 
possibly the construction firms) are amateurs!  

 That means that projects should be approached accordingly – 
a belts and braces approach to planning and execution of 
projects should be used. 

 However, the evaluation culture that existed when Ireland 
was a recipient of significant recipient of EU Structural Funds 
seems to have disappeared. 
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