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Budget 2014 represents an opportunity.  For the first time since this Government came 
to power, it has room to bring forward stimulus.  Up until now the Government has 
concentrated on tightening the State’s fiscal and economic conditions.  These steps 
played a major part in getting the economy back on track.  The measures taken, 
combined with the excellent diplomatic negotiations carried out by the Irish Government 
with our EU and other Troika partners have provided the means whereby stimulus can 
be implemented.  

This opportunity must be grasped.  If the Government wants to create more jobs, to reduce 
the level of unemployment, to increase income tax revenue while also reducing the social 
welfare burden on the State, then we need to encourage growth in the economy.  

The most effective way to achieve that goal in the shortest possible turnaround is to get 
the construction sector working.  One in four of the people on the Live Register (104,754 
according to the Department of Social Protection ) are former construction workers.  A 
significant portion of these people do not require retraining.  If there was more construction 
activity taking place they could move seamlessly from the dole queues to the ranks of the 
employed with the minimum turnaround.  No other sector provides that kind of opportunity.  
Growth in no other sector will reach as many different parts of the country, improving local 
economies in as many regional towns and villages.

By the Government’s own admission, capital spending has already fallen too low.  It has 
dropped by 62% since 2008.  This has negatively impacted the construction sector which 
was already going through a decline in activity.  If the Government recognizes that 60% of 
those who lost their jobs in the crash were working directly or indirectly in the construction 
sector  , they must also recognise that the fall in capital spending played a significant role 
in those job losses too.  

This problem can be corrected and the first step is to encourage growth in the construction 
sector through stimulus measures such as increasing capital spending.  This will reduce the 
number of unemployed construction workers.  It will boost the income tax take available 
to the Exchequer.  It will cut social welfare costs.  It will improve Ireland’s infrastructure 
which will provide continued benefit to the citizens of this State.  It will also help improve 
our economic conditions by improving education and training, improving our water 
infrastructure and by making transport more efficient.  

Forfás place the sustainable level of Irish construction activity at 12% of GNP. We must 
start moving towards that figure by growing the sector.

For all these reasons the main and overarching priority from the CIF for the forthcoming 
Budget is that the Government uses this opportunity to stimulate the economy by providing 
more funding for capital projects.  

There are also several other objectives under the headings below which Government 
should implement which would also improve the level of construction activity taking place 
in the economy and assist in overall economic recovery:  

1 Maximise Exchequer benefits from public capital expenditure.

2 Stimulate private sector investment.

3 Stimulate residential sector activity.

4 Prepare for the future needs of the industry.

5 Tackle the shadow economy in the construction sector.

6 Address taxation matters which inhibit the planning process.

The specific steps that could be taken to achieve each of these objectives are outlined on 
the pages opposite (please flip the inside cover). 
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reduce the level of unemployment, to increase income 
tax revenue while also reducing the social welfare 
burden on the State, then we need to encourage 
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Maximising Exchequer 
benefits from public 
capital expenditure 
•	  Singular capital projects with value 

greater than €150m should be sub-
ject to a PPP process.

•	  State contribution to final bidders 
costs for PPP projects should be ap-
plied nationally.

•	  The public capital programme 
should be increased for sustainable 
projects with increased emphasis on 
local construction activity.

•	  The principles of EIB funding for spe-
cific categories of projects should be 
clarified.

•	  Public sector contracts should be 
broken down into appropriately 
sized contracts to facilitate local / 
domestic competitors on a balanced 
regional basis.

Stimulate residential 
sector activity
•	  Introduce additional tax allowance 

for first time buyers of new homes 
for a limited time period.

•	  Full interest relief for investment in 
residential property should be re-
stored.

•	  Mortgage approval periods from 
financial institutions should be in-
creased to 12 months.

•	  Key targets to be set for mortgage 
drawdowns and sustainable devel-
opment working capital drawdowns.

•	  ‘Home Choice Loan Scheme’ to be 
renewed and marketed.

Future needs of the 
industry
•	  Restore partial rebate for statutory 

redundancy payments for construc-
tion sector workers.

•	  Unemployed apprentices/ craftsper-
sons should retain social welfare 
entitlements while undergoing re-
training programmes.

•	  Employers who release craftsper-
sons for accredited upskilling pro-
grammes should be relieved from 
employers’ PRSI costs for periods of 
approved training.

•	  All persons in receipt of unemploy-
ment benefit should be obliged to 
participate on upskilling training pro-
grammes. 

Stimulate private sector 
investment
•	  Introduce a temporary VAT rate of 

9% for the construction sector for a 
two year period.

•	  Introduce enhanced capital allow-
ances for energy efficiency works on 
commercial buildings.

•	  Grant remission from commercial 
rates on a graduated scale over a ten 
year period for commercial buildings 
to be refurbished.

•	  Enable homeowners reclaim the VAT 
incurred on costs associated with 
the renovation and upgrade of their 
principal private residence.

•	  Increase taxpayers’ personal tax al-
lowance by a proportion of the reno-
vation and upgrade costs of their 
principal private residence.

•	  Acquisition costs should be allow-
able for VAT calculation purposes 
for immediate resale of refurbished 
buildings.

•	  Reinstate the ‘National Conservation 
Grant Scheme’ in respect of protect-
ed structures.
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Tackling the shadow economy in construction
•	  Construction clients should advise the Revenue of the commencement and identification of contrac-

tors employed on construction projects.

•	  Payment of building incentives should be conditional on the work being carried out by tax compliant 
contractors.

•	  A mandatory site notice displaying names of client, contractor(s), professionals, and planning reference 
numbers for all projects over a certain size should apply.

•	  Commencement notices lodged with building control authorities should be reviewed to monitor who is 
undertaking the work.

•	  Significant cash withdrawals/ loan draw downs should be notified to Revenue so that Revenue can 
investigate who has been paid for work undertaken.

•	  ‘Safe Pass’ cards of all construction employees should carry employees PPS numbers.

Future planning related 
matters
•	  80% tax rate on rezoning of devel-

opment land should be reduced to 
Capital Gains Tax rate.

•	 The ‘Living City Initiative’ should be 
extended to other urban areas on a 
national basis. 

6

5



CIF Budget 2014 Submission

Introduction 6

1 Maximising Exchequer benefits from public capital expenditure provisions 7 

2 Stimulate private sector investment 8

3 Stimulate residential sector activity 9

4 Future needs of the industry 11

5 Tackling the shadow economy in construction 12

6 Future planning related matters 13

Appendix 1: Acquisition and refurbishment of property for resale 14

Quotes: The importance of investing in the construction sector 15

Table of contents

CIF Budget 2014 Submission5



CIF Budget 2014 Submission

Current status of construction industry
In 2013, the construction industry in Ireland accounts for 6.4% 
of GDP. It directly employs 96,500 people, or 5.2% of the total 
workforce. According to the Quarterly National Household Survey Q1 
2013, the comparable numbers of people employed in agriculture, 
forestry and fishing amount to 98,100 while those employed in 
public administration and defence is 95,600. 

Construction continues to be a key employer in the overall economy. 
It is a major sector that requires targeted attention in the forthcoming 
Budget so that the sector can deliver increased job opportunities 
and play its part in the recovery of the economy to a sustainable 
level of economic growth.

Government can set the conditions to encourage private sector 
investment, restore confidence and generate economic growth. 
Such Government actions could address rates of VAT pertaining to 
the construction sector and the availability of sustainable funding 
facilities by the banking sector to support private sector investment.  

Government has the opportunity to double the construction sector 
workforce as there are 104,754 former construction industry workers 
unemployed and in receipt of social welfare benefits. Social welfare 
benefits for this unemployed workforce can amount to circa €2bn. 
The underlying percentage number of unemployed persons will not 
change unless the construction sector is stimulated. Unemployed 
construction workers have limited skills in other sectors which 
inhibit them transfering to sectors such as finance and IT. Without 
significant up-skilling, the only opportunities for these workers will 
be in construction. A resumption of construction activity has the 
capacity to create immediate jobs and assist the Exchequer in 
reduction of its outlay on welfare commitments. 

Need for a construction industry of appropriate 
scale to meet demands of a competitive economy
Government has acknowledged that there has been an 
overcorrection in relation to the size of the construction sector, its 
contribution to the economy and overall job creation. The restoration 
of the construction sector to a more appropriate and sustainable 
level must now be an objective for Government.

The focus for Budget 2014 must be on creation of Irish jobs. The 
construction sector is critical to maintenance of the economy’s 
competitiveness as it provides the essential infrastructure and 
services to sustain and develop business opportunities. 

The restoration of an appropriately sized construction industry is 
vital to assist Ireland compete, secure foreign direct investment and 
so stimulate and retain economic growth.

Foreign Direct Investment (FDI) by multinationals is a key driver to 
economic growth in the Irish economy. Job announcements over 
the past year particularly in the pharmaceutical and ICT areas 

led to a requirement for new and refurbished buildings. The IDA 
has expressed its confidence of securing, in the medium-term 
significant investments that will require large scale office space. It 
is acknowledged by many commentators that there is a shortage 
of quality office accommodation in Dublin 2 and Dublin 4. The IDA 
has warned that Ireland could soon run out of suitable buildings for 
major investments here by multinationals, because of the collapse in 
the building sector. IDA Chief Executive, Barry O’Leary said he was 
worried about a chronic lack of new office space in Dublin.

This shortage in office accommodation is likely to spread to other 
adjoining areas as demand of office accommodation recovers while 
there is little to no new build taking place. Much of the existing vacant 
office space in the Dublin area requires extensive refurbishment. The 
IDA has stated that the property sector needs to start planning for 
future demand. Availability of suitable modern office space, of scale, 
is strategically important for winning substantial projects, hence the 
requirement for a construction industry of appropriate scale to meet 
the competitive challenges facing the economy. 

Focus for 2014 to be on Irish jobs
104,754 unemployed construction workers represent one in four of 
the total unemployed in the country. 

The benefits to the Exchequer for every job created in construction 
together with the associated saving in social welfare benefit are 
outlined in the example below where a construction worker with an 
adult dependent and 3 children is re-employed:

Total benefit to Exchequer from creation of one additional job in 
construction: €574.13 per week, total €29,855 per annum.

Introduction

Weekly social welfare benefit: €402.20

Weekly wages on construction site:
39 hours at €17.21: €671.19

Income tax, USC and employee PRSI: €99.78

Employers’ PRSI: €72.15

Direct taxes from employment: €171.93

Contribution to the Exchequer:

Direct taxes from employment:  €171.93

Saving on social welfare benefit: €402.20

Total benefit to the Exchequer: €574.13
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Demographics and requirement for adequate 
public capital programme (PCP)
An economy with population predicted to grow by 327,000 between 
2011 and 2021 will require improved infrastructure, services, 
business and residential accommodation. Ongoing improvements 
in infrastructure including schools, hospitals and water services are 
required. For instance, demographics illustrate that up to the year 
2022, 2,000 additional classrooms are required for children aged 
between 5 and 12. 4,000 additional classrooms are required for 
second level children between the years 2013 and 2016.

Government must maintain an adequate public capital programme 
so that future essential infrastructure provision can meet the 
demands emerging from a growing population. The PCP provisions 
must be maintained for capital expenditure purposes only, 
concentrated on labour intensive projects that will support the 
economy’s competitiveness and infrastructure needs. Provisions in 
the PCP should not be utilised to subvent potential shortfalls on 
revenue expenditure.

An increase in public capital programme with a particular focus 
on jobs and provision of essential infrastructure such as water 
services will generate immediate benefits to the economy. An 
increase of €1bn in employment focussed provisions will generate 
10,000 construction jobs with direct benefits to the Exchequer of 
€298.55m plus indirect benefits associated with increased spend in 
the economy. 

Singular capital projects with a value of greater than €150m should 
be subject to a PPP process. This will assist in retention of other 
funds provided for in the PCP for funding smaller capital projects 
and protect local employment opportunities for local construction 
companies.   

The Government’s initiative for the recoupment of a portion of 
the tenderers’ costs associated with the final bidding process for 
PPPs for the Grangegorman project is most welcome. This initiative 
should be applied nationally for the PPP market so as to encourage 
and retain active participation by potential tenderers. The entire 
PPP process must be subjected to ongoing assessment so that the 
process can be streamlined to the maximum extent feasible. 

The principles associated with EIB funding should be clarified so 
that a workable mechanism is determined to source capital funding 
from the EIB to supplement the Exchequer’s PCP provisions.

Action required:

•	  Singular capital projects with value greater than €150m should 
be subject to a PPP process.

•	  Government’s recent initiative for contributing to final bidders 
costs associated with some PPP projects should be applied 
nationally to encourage competition amongst tenderers for 
award of contracts under the PPP process. 

•	  Government should increase the public capital programme 
for sustainable projects with increased emphasis on local 
construction activity.  

•	  The principles of EIB funding for specific categories of projects 
should be clarified.

Size of public sector contracts 
Contracts to be entered into by government agencies for services 
such as metering of water supplies and construction of schools/ 
additional classrooms should be kept to a scale so that they do 
not prohibit smaller Irish indigenous companies from competing to 
win the contract. The contracts should be broken down into smaller 
contacts to facilitate local / domestic competitors competing and 
securing this work on a balanced regional basis. 

Action required:

•	  Public sector contracts should be broken down into appropriately 
sized contracts to facilitate local / domestic competitors 
compete and secure this work on a balanced regional basis.

1 Maximising Exchequer benefits from 
public capital expenditure provisions
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Temporary reduction in VAT
To assist in increasing private sector investment in sustainable 
construction related projects, a temporary reduction in current 
VAT rate (13.5%) for the construction sector to 9% (the reduced 
rate that was introduced for the tourism and leisure sector) should 
be considered. This will incentivise private sector investment to 
undertake construction and refurbishment works which are highly 
labour intensive. Such an initiative will not have any impact on 
public sector contracts as the VAT is both a charge and receipt to 
the Exchequer, or to VAT registered entities commissioning projects 
as the net VAT cost is currently recoupable from the Exchequer. 
However, a reduction in the construction rate of VAT will have a 
positive affect for non VAT registered individuals or entities who 
will see an immediate incentive and saving in commissioning 
construction/ building works. Such a reduction in VAT rates for a 
limited timeframe should stimulate compliant construction activity. 
This activity will include home refurbishment and new home 
ownership. The projected increase in activity levels may compensate 
for any loss in current levels of VAT revenue. Current VAT revenue 
from these activities is minimal due to low level of private non 
VAT registered individuals/ entities commissioning building works 
at present and the low level of new house build. Reduction of the 
VAT cost may also encourage compliant homeowners to ensure 
that compliant contractors are engaged to undertake their required 
refurbishment works.

Action required:

•	  Introduce a temporary VAT rate of 9% for the construction 
sector for a two year period as a means to stimulate compliant 
construction activity.

Renovation of commercial office buildings
Much of the older commercial office stock is tired and requires 
refurbishment to meet the requirements of modern office 
accommodation. Only a proportion of the existing ‘tired’ 
accommodation can be upgraded to standards now sought due to 
the higher floor to ceiling heights that were installed at construction 
stage. Other ‘tired’ stock with floor to ceiling height restrictions may 
not be capable of being modernised to standards now sought.

Vacant office buildings generally produce no commercial rates for 
local authorities and as such, can have a dampening effect on the 
commercial vitality of any local area. Refurbishment and renewal of 
business activity in these vacant offices improves local economic 
confidence and generates commercial footfall in local areas.

While the Department of Energy, Communications and Natural 
Resources’ proposed Energy Financing Scheme which will address 
public and private sector projects is to be welcomed, Government 
should also consider additional options for refurbishment of the 
‘tired’ office accommodation and how this could be indirectly 
incentivised to encourage this type of activity to take place.

The following actions could be introduced for a limited timeframe to 
assist in increasing the activity levels in refurbishment of commercial 
office buildings:

•	  Introduce enhanced capital allowances for increasing the energy 
efficiency of commercial buildings which require refurbishment 
to current day standards. 

•	  Grant remission from commercial rates on a graduated scale 
over a ten year period for commercial buildings that will be 
refurbished within a restricted timeframe.

Repair and renewal of existing housing 
including retrofit
Repair and renewal including retrofit of existing housing is highly 
labour intensive. This sector is under increasing pressure from 
shadow economy activities. By failing to address the growth in 
shadow economy activities, the Exchequer is losing any of the 
benefit from increased payroll taxes, social insurance contributions 
and universal social charge arising from any increased employment 
activity. Where shadow economy activities persist, the Exchequer 
will continue to pay social welfare benefits to non-compliant 
claimants. Significant VAT receipts are also foregone.

Specific budgetary actions to encourage repair, renewal and/ or 
retrofit of principal private residences by compliant construction 
contractors could include the following:

•	  Enable homeowners reclaim the VAT incurred on costs 
associated with the renovation and upgrade of their principal 
private residence. 

•	  Increase taxpayers’ personal tax allowance by a proportion of 
the construction costs incurred in the renovation and upgrade of 
their principal private residence where registered contractor(s) 
who provide their tax reference numbers are engaged.

Refurbishment of dilapidated buildings for 
resale
Where second hand properties, which are not in the VAT net, are 
purchased, renovated and disposed of, the vendor is liable to 
charge VAT on the total sales consideration received and not 
on profit, if any, earned. This anomaly arises where the vendor 
was not charged VAT on the purchase price of the property and 
accordingly is not entitled to claim an input VAT credit. This VAT cost 
makes refurbishment projects uneconomical. Initiatives should be 
considered via VAT recoverability on input costs on purchase and 
renovation of dilapidated buildings. This would encourage private 
sector investment in renewal of these areas and that refurbishment 
of older buildings can be targeted by the construction sector. 

Appendix 1 outlines a worked example whereby a VAT input credit 
can assist in refurbishment of run down residential properties and 
their renewal for resale.

Action required:

•	  Input costs including acquisition costs be allowable for VAT 
calculation purposes for resale of refurbished buildings to 
encourage private sector investment in renewal of such 
buildings.

National Conservation Grant Scheme
The ‘National Conservation Grant Scheme’ in respect of protected 
structures could be reinstated. The scheme’s administrative 
framework already exists in each city and county council. The 
reinstatement of the scheme would remove the threat of the shadow 
economy encroaching in the area of private conservation works. The 
scheme would also ensure that quality standards of workmanship 
are maintained through the engagement of and inspection by 
professional advisors in relation to works carried out under the 
scheme. The scheme would also help to provide a steady stream 
of work for construction workers skilled in traditional building skills. 

Action required:

•	  Reinstate the ‘National Conservation Grant Scheme’ in respect 
of protected structures.

2 Stimulate private sector investment
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New housing
10,000 new houses priced at €220,000 yields additional VAT of 
26,000 per house, ie a total of €260m plus other associated VAT 
receipts from fit out and engagement of professional services. In 
addition, all newly built housing pays substantial development levies 
to local authorities which are generally in the range of €10,000 to 
€15,000 per unit plus substantial supplementary levies to pay for 
other specific infrastructure. In addition, 10,000 houses creates 
22,000 construction jobs 

An introduction for a time limited period of additional tax allowances 
for purchasers of their first principal private residence will stimulate 
activity and increase transactions. The cost of this initiative can be 
more than offset by the quantum of VAT payable to the Exchequer 
and increases in development levies payable arising from increased 
transactions. Such an incentive should only be available for a limited 
timeframe and act as an incentive for early movers in the market.  

Action required: 

•	  Introduce additional tax allowance for purchasers of their new 
first principal private residence for a time limited period.

Removal of dis-incentives for investment in 
rental property
Government policy for social housing supply is now dependent 
on private sector involvement and investment. At the same time, 
measures introduced by the Government actively discourage any 
private sector initiative in terms of meeting rented private or social 
housing accommodation requirements.   

The private sector is reluctant to invest in new build private or 
social housing provision (through whatever mechanism) in line 
with the current returns available and associated regulatory costs. 
The reduction in allowable mortgage interest relief for investors of 
residential property from 100% to 75% make the mathematics of 
housing investment less and less attractive.  

As part of a co-ordinated approach to securing adequate private 
and social rented residential accommodation, interest relief for 
investment in residential property should be restored to comparable 
levels to that for commercial property, ie 100%.

Action required:

•	  Interest relief for investment in residential property should be 
restored to comparable levels to that for commercial property, ie 
100%.

Availability of mortgage finance, term 
of mortgage approval and availability of 
development/ working capital
Numerous economic commentators acknowledge that, given the 
mis-match between the location and type of vacant stock and the 
nature of current demand, it is likely that significant housing stock 
shortages will develop in certain regions and for certain types of 
property unless there is a response in terms of new construction 
activity. A key consideration for any potential developer will be the 
availability of working capital and availability of mortgage finance to 
potential homeowners. 

3 Stimulate residential sector activity
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It is not in the housing developers’ or the Exchequer’s interests that 
any housing shortfall in stock levels should arise. Such a shortfall 
will only create a potential spike in house prices which will not be 
healthy for the Irish economy.  A key requirement for any functioning 
housing market will be availability of mortgages with an acceptable 
approval term together with availability of working capital for the 
developer so that the sustainable demand for construction of new 
homes can be met.

As the stock of vacant new housing in the greater metropolitan 
areas has dwindled, new housing build is required that in many 
cases will take up to twelve months to construct. Current six month 
mortgage approvals are of little value for housing developers who 
must source development finance for building new homes. The 
lifetime for residential mortgage approvals from financial institutions 
must be increased from the current six monthly approval to address 
this concern for the new homes market. In most cases, housing 
developers can only source development finance to build the new 
homes when binding contracts have been secured from purchasers 
who have adequate mortgage approval that will be applicable when 
the new house has been completed and ready for hand over.     

Applicants for mortgage approval from the financial institutions 
who are refused approval are generally informed that they do not 
meet the eligibility criteria for approval. Such applicants should be 
specifically advised of the reasons why they fail to meet bank criteria 
for mortgage approval.

The potential for reinvigorating the Government’s ‘Home Choice 
Loan Scheme’ should be addressed as this scheme could prove 

a valuable asset in filling a gap in the mortgage market that is not 
being addressed at the current time.

Action required:

•	  Influence the financial institutions to issue twelve month 
mortgage approvals for new home purchasers rather than the 
current six month mortgage approval.

•	  Establish key targets for financial institutions for mortgage 
drawdowns and funding of sustainable development working 
capital.

•	  Applicants who are refused mortgage approval should be 
specifically advised of the reasons why they fail to meet bank 
lending criteria. 

•	  Renew the Government’s ‘Home Choice Loan Scheme’ and 
market availability of the scheme.

NAMA: 
Like all other financial institutions, NAMA must respond to challenges 
facing the sector. NAMA must be in a position to advance funding 
facilities so that sustainable construction activity can recover in 
the right locations. The process must be responsive and avoid any 
excessive bureaucracy. The borrower/banking relationship should 
be a trusted and supportive relationship so that the appropriate 
level of funding for sustainable development can be supported in 
the short term.  
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Employment conditions within industry
The construction industry is facing increasing pressure in competing 
with non-indigenous employers securing construction work within 
the economy. Ireland needs an Irish construction industry for the 
indigenous economy. The construction industry is increasingly 
becoming a transient industry where construction companies are 
unwilling to take on a permanent work force due to the liabilities 
that will attach in the event of employees being made redundant. 
Construction companies must be encouraged to directly employ 
workers in construction and not be subjected to onerous redundancy 
payments when employment may be terminated due to lack of work.

Previous entitlements of mobile companies who had the capacity to 
transfer their entire workforce to other jurisdictions led Government 
to abolish it’s recoupment of a proportion of statutory redundancy 
costs to employers. The nature of the construction sector is totally 
different to that of other mobile companies who can relocate their 
employees to other jurisdictions and avail of lower rates of pay 
and compliance costs. A construction worker must be on site and 
physically work in the jurisdiction where the construction project 
exists.

Government should consider the re-introduction of partial rebate 
of statutory redundancy payments for employees engaged in the 
construction sector where employment may be subsequently 
terminated due to shortage of work and redundancy.  

Action required includes:

•	  Re-introduce partial rebate for statutory redundancy payments 
in respect of employees engaged in the construction sector.

Training and apprentices
The adjustment in employment levels in construction has had a 
marked impact on numbers of apprentices engaged. The industry 
faces the prospect of an inadequate supply of skilled apprentices 
to meet the demands arising as the industry recovers to some 
element of normality over the coming years. This will have a serious 
impact on the industry’s ability to deliver professional and skilled 
services to support the indigenous construction industry. Some 
targeted support and incentives for engagement of apprentices is 
now required so that the industry can plan for retention of a skilled 
workforce as demand for construction recovers. 

The current skills shortage must be addressed. Ireland cannot end 
up reliant on foreign contractors to provide the necessary skills 
for a local industry. Incentives should be targeted for indigenous 
construction companies to take on apprentices so that the future 
skills requirement for the industry can be adequately provided for.

Such support could include the following:

•	  Unemployed apprentices/ craftspersons should retain their social 
welfare entitlements while undergoing re-training programmes 
thus improving their skills base for employment purposes.

•	  Employers who release their existing craftspersons for 
participation on accredited upskilling training programmes 
should secure relief from employers’ PRSI costs in respect of 
periods while employees are released for approved training 
purposes.

•	  A mandatory requirement should apply to all persons in receipt 
of unemployment benefits to participate on upskilling training 
programmes or otherwise existing rights to benefits should be 
withdrawn.

4 Future needs of the industry
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Shadow economy activities 
According to the EU Commission, the size of the shadow economy 
for Ireland in 2012 as a percentage of GDP is 12.8%. The extent 
of shadow economy activities in the construction sector is such it 
is damaging the compliant industry, damaging the economy and 
damaging the manner in which construction related business can 
be transacted on a fair and competitive basis. 

Simplified processes/ flexibility should be available for construction 
employers to engage unemployed persons for short term temporary 
contracts. Such processes could entail specific software/ 
applications for use by employers so that the Department of Social 
Protection can be immediately notified of when the temporary 
employment contract starts and ends.

A scope of measures that could be considered by Government 
to curtail the extent of shadow economy activities that prevail 
include the following:

•	  All construction clients should advise the Revenue of the 
commencement and identification of contractors employed for 
any construction project over a certain value.

•	  Payment of buildings grants if any and other incentives should 
be made conditional on the work being carried out by tax 
compliant contractors.

•	  A mandatory site notice displaying names of client, contractor(s), 
professionals, and planning reference numbers for all projects 
over a certain size should apply.

•	  Revenue should review all commencement notices lodged 
with building control authorities to ascertain location/scale 
of construction activity and monitor who is undertaking the 
construction work.

•	  The banking system should be obliged to notify Revenue of all 
significant cash withdrawals/ loan draw downs processed so 
that Revenue can then investigate who has been paid for work 
undertaken.

•	  ‘Safe Pass’ cards of all construction employees should carry 
employees’ PPS numbers to facilitate monitoring on site. 

5 Tackling the shadow economy in construction
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80% rezoning tax: 
As the economic downturn approached, the Government introduced 
an 80% tax rate on rezoning of development land.  In many 
instances, land must now be rezoned again to meet local planning 
authorities’ requirements, as set out in the planning authorities’ 
core development strategies.  A punitive tax rate of 80% prevents 
necessary changes in zonings to accord with up to date proper 
planning and development policies. The 80% tax rate is a significant 
disincentive for any landowner to secure the most appropriate use 
of lands in line with current proper planning and development policy.  
From the Government’s fiscal perspective, an 80% tax rate will not 
generate tax revenues.  This rate must be adjusted downwards so as 
to provide some initiative for landowners to undertake appropriate 
development, in line with best planning policy. 

Action required:

•	  The tax rate of 80% on rezoning of development land acts as a 
disincentive to proper planning and sustainable development. 
The rate should be adjusted to reflect the current capital gains 
tax / capital acquisitions tax rates. This should enable the 
development land market function in a fair and reasonable 
manner while maintaining proper planning and sustainable 
development principles.

Living City Initiative
Budget 2013 introduced ‘Living City Initiative’ for Waterford and 
Limerick City areas to attract people to live in city areas. While 
the initiative still awaits EU approval, such initiatives could be 
implemented in all urban areas on a national basis. This initiative 
has potential to encourage investment and urban regeneration in 
the residential and retail core in cities and towns across the country. 
This initiative should be considered as a means to encourage people 
to locate their principal private residence in town/ city centre areas.

•	  The ‘Living City Initiative’ should be extended to other urban 
areas on a national basis. This initiative has potential to 
encourage investment and urban regeneration in the residential 
and retail core in cities and towns across the country. 

6 Future planning related matters
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Acquisition and refurbishment of property for resale:
Where older properties which are not currently subject to VAT are purchased, renovated and disposed 
of in the ordinary course of business, the vendor is liable to charge VAT on the total sales consideration 
received and not on profit, if any, earned.  This anomaly arises in circumstances where the vendor was 
not charged VAT on the purchase price of the property and accordingly is not entitled to claim input 
VAT credit.  This onerous VAT cost makes refurbishment projects, particularly in the current market, 
uneconomical and is not in the spirit of normal tax legislation which endeavours to tax businesses and 
enterprises on profits.

This difficulty is particularly acute in urban areas where protected structures, many of which are 
residential units, simply cannot be purchased for renovation and resale because of the VAT treatment on 
the subsequent sale makes the refurbishment project uneconomic. This discourages renewal in urban 
areas such as the Georgian areas of our cities.

This is illustrated by the example below where a VAT registered entity purchases a non VAT registered 
property for refurbishment and resale:

For a building contractor to buy a non VAT registered property (eg. a domestic protected structure/ 
house), spend 30% of original cost on refurbishment, and sell the property on at 50% in excess of 
original cost, the only beneficiary will be Revenue with a VAT receipt of €89,207 plus stamp duty at 1%, 
€5,000, total Exchequer benefit €94,207. 

This deters any interest from compliant contractors to undertake such investment and refurbishment on 
any form of speculative basis. 

Renovation and associated re-sale of such second hand properties following refurbishment should 
be encouraged. Where older property (which is not subject to current VAT) requiring refurbishment is 
purchased, renovated and sold within a two-year time limit by a VAT registered entity, a notional VAT 
input credit should be allowed on the initial purchase price of the property. This measure will assist in 
incentivising regeneration and restoration of run down properties in areas requiring renewal. At the same 
time, it will assist in reducing extent of shadow economy activities that currently prevail in restoration 
of such properties.

Appendix 1

Original purchase price of property: €500,000

Stamp duty 1% plus legal/ associated costs: €10,000

Refurbishment cost (say 30% original price): €150,000

Total cost: €660,000

Sale price after refurbishment (inclusive of VAT @ 13.5%): €750,000

Broken down as follows:

Net sale price: €660,793

VAT: €89,207

Total: €750,000

VAT to be remitted to Revenue on sale: €89,207

Net sales’ price: €660,793

Net profit: €793

14
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The importance of investing
in the construction sector…

“We are not going back to the days of an 
artificial and unsustainable property bubble. 
But there is clear room for greater levels of 
activity and scope to create jobs for many 
who have the skills, the experience and the 
desire to play their part in Ireland’s recovery…
There is no silver bullet but there are lots of 
individual measures we can implement which, 
taken together, can make a real difference.”

An Taoiseach Enda Kenny TD – 25th July 
2013 (Following publication of Forfas report).

“The crash that has occurred in the construction 
sector has brought it well below its natural, 
sustainable size and we should be aiming to 
increase the level of activity in the sector. This 
is important for creating the jobs we need, but 
also for delivering the sustainable numbers of 
family homes and commercial buildings that a 
healthy economy needs.”

Minister for Jobs, Enterprise and Innovation, 
Richard Bruton TD – 25th July 2013 (Following 
publication of Forfas).

“Since taking office it has been the priority 
of this Government to do everything it can 
to help get Ireland working again and to 
support jobs and growth.  The construction 
sector has suffered more than most and there 
is evidence to suggest that there has been 
an overcorrection in relation to its size and 
contribution to the economy and job creation.  
Our job is to make sure the Government is 
doing all it can to optimize opportunities in 
the sector and maximize employment, and 
Government intends to work with the industry 
to bring the construction sector back to more 
appropriate and sustainable levels.”

Phil Hogan TD, Minister for the Environment, 
Community and Local Government, 7th June 
2013.

“Right around the country people will 
be aware that at the moment we’re 
building quite a lot of new schools, 
we’re also improving and fixing quite 
a lot of older school buildings.  But 
there is an absolute argument to pick 
up the pace of that because if you 
have small scale building projects in 
local regional areas that is the way 
to get people back to work... If you 
have something like a bridge or a 
road that needs fixing lets spend the 
money to fix it.”

Joan Burton TD, Minister for Social 
Protection, News @ 1, RTÉ Radio 1, 
15th Feb 2013.

“A functioning and sustainable 
development and construction 
sector is a feature of every modern 
economy and is a key driver of jobs 
and growth across the country.”

Michael Noonan TD, Minister for 
Finance, Green REIT launch, 17th 
July 2013.
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“We must recognise that the construction industry is a 
fundamental part of national recovery. The sector must be 
sustainable but is currently unsustainable in that it accounts 
for less than 4% of gross domestic product when it should 
account for 10% or 11% of GDP… We need a prosperous 
construction industry and I hope the actions we take…will 
help it get back on its feet again. Construction must be a key 
driver of economic growth.”

Brian Hayes TD, Minister for State, Seanad Eireann – 23rd 
July 2013 (During Construction Contracts Bill debate).

“The construction sector is critical to recovery in the domestic economy…We 
also think that there is scope for significant increases in construction activity in 
residential, particularly in the Greater Dublin area… It is one of the areas that 
we have identified where there is potential for growth and not just in the sector 
itself because of course if you can get construction increase there is a ripple 
effect throughout the economy.  You have a knock on effect in terms of builder 
suppliers, in terms of the fitting out of buildings and of course in employment and 
spend in every village and town around the country.”

An Tanaiste, Eamonn Gilmore TD, The Business, RTE Radio 1, 27th July 2013.

“Considering the risks to growth and the still large primary deficit, we believe 
that an increase in capital spending on certain projects could be sanctioned 
for 2014, while continuing with the €2.4bn in current spending reductions and 
tax increases. The mix of this adjustment has already been set out but political 
considerations will undoubtedly come into the mix over the coming two months. 
Capital spending has been slashed by 60% from €8.6bn to €3.3bn since 2008. 
The benefits of easing austerity measures in 2014 through an increase in capital 
spending are: 

•	 If	 growth	were	 to	 fall	 short	 and	 thus	 put	 pressure	 on	 the	 Irish	 government	
hitting its deficit targets, the non-recurring nature of capital spending means 
that it can be reduced once again with little political difficulty. 

•	 Capital	spending	on	the	appropriate	projects	can	have	positive	medium-term	
growth benefits 

•	 Capital	 spending	 can	 have	 immediate	 positive	 impacts	 on	 employment,	
particularly in the construction sector.”

Dermot O’Leary, Economist, Goodbody Stockbrokers, Q3 2013 Health Check.
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