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Property tax incentives or selective 
waivers have been used extensively in 

Ireland in the last 25 years to stimulate 
property development and investment 
for urban regeneration. This paper 
investigates their prolonged use and 
examines their contributory role in the 
property crash and resulting financial 
crisis in 2008. Prolonged interventions 
can result in extensive distortion of 
property market operations. As a result, 
interventions aimed at revitalising a fail-
ing market become embedded in market 
processes to the extent that they may 
contribute to a more general subsequent 
market failure.

This paper examines the recent ex-
perience in the use of tax incentives in 
urban regeneration in Dublin during 
the period 1986–2011. The effects of the 
property- and area-based tax incentive 
schemes initiated under the Finance 
Act of 1986 and Urban Renewal Act of 
1986 are examined. The paper provides 
an overview of the benefits, costs, and 
impacts of the incentives from an urban 
development market perspective. 

The tax schemes are examined in 
terms of the rationale for their introduc-
tion and their effectiveness in operation 
from the public exchequer perspective. 
This examination is placed in the context 
of current debates on urban regenera-
tion and the use of fiscal incentives in 
an international perspective. In order 
to gain insight into the specific perfor-
mance of the incentives in relation to 
policy objectives, selected interviews 
were carried out to obtain the opinions 
of policy makers and planning interests. 

Introduction
Privately led urban regeneration has 
been promoted in many cities worldwide 
to improve the use of public funds, in-
crease devolution of central government 
responsibilities, enhance the functions 
delegated to the local level, and create 
public–private partnerships. Business 
improvement districts (BIDs) and city 
improvement districts (CIDs), in par-
ticular, have developed as models for 
revitalising commercial areas in declin-
ing inner-city areas as well as in high- to 
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low-income neighbourhoods (McGreal 
et al. 2002). City property development 
regeneration schemes have been linked 
to the evolution of an urban entrepreneur-
ialism (McGuirk and MacLaran 2001) 
and the rise of neoliberal forms of gov-
ernance as competition between cities 
in the global economy becomes greater 
than ever (Peyroux 2006). 

Research confirms that selective tax 
waivers and other incentives for de-
velopers, investors, and residents can 
play a significant role in improving the 
physical and economic environment in 
cities (Adair, Berry, and McGreal 2003; 
Cadell, Falk, and King 2008; Williams 
2008). However, research also suggests 
that tax-based measures need to operate 
within a clear planning, regulatory, and 
budgetary framework. It is also essential 
to recognise the different ways such 
measures may operate under different 
national and local taxation regimes, as 
well as their performance relative to 
national and local economies and the 
parallel functioning of local property 
markets, in determining whether the tax 
incentives have proven to be effective 
and financially beneficial. This paper 
suggests therefore that it is necessary 
to analyse the context for their intro-
duction on the basis of the concept of 
market failure, the policy impacts of 
such interventions, and issues such as 
scope and duration of programmes, 
deadweight, displacement, opportunity 
cost, and multiplier effect. 

Sustainable development and urban 
regeneration have become increasingly 
recognised as complementary goals (Mc-
Guirk 2000; Hemphill, McGreal, and 
Berry 2003; Evans 2007; McGill 2010). 
Since the late 1980s in Ireland, there has 
been an increasing government interest 
in the potential for tax-based measures 
to encourage and stimulate urban regen-
eration (Lloyd 2002). 

Until that time, the policy framework 
for urban regeneration in other jurisdic-
tions such as the United Kingdom was 

traditionally based on statutory and non-
statutory land use planning initiatives 
supported by direct public expenditure 
and financial subsidies for specific geo-
graphical areas (McGreal et al. 2002; 
Thornton et al. 2007; Haran, Newell, 
and Adair 2011). Examples of these ini-
tiatives are urban development grants, 
urban regeneration grants, derelict land 
grants, and city grants. These tools were 
used to attract capital investment into 
inner-city locations and to stimulate the 
regeneration process (Adair, Berry, and 
McGreal 2003). Similar tools used in the 
United States took the form of subsidies 
designed to bridge the gap between the 
cost of development and the value of the 
scheme upon completion. 

The clear objective of these grants was 
to attract private investment to supple-
ment or replace public sector monies 
(Wernstedt et al. 2006; Singhal, Berry, 
and McGreal 2009). Singhal et al. (2009) 
believe the ability of certain urban areas 
and cities to gain access to investment 
varies significantly. Certain cities have 
a competitive advantage and are in a 
strong position to capture opportunities 
for growth and development. 

The use of financial subsidies for spe-
cific geographical areas commenced in 
Ireland with the Urban Renewal Bill in 
1982, which was not enacted, and the Ur-
ban Renewal Act, which was introduced 
in 1986. These measures had two princi-
pal aims: (1) the designation of physical 
areas for special incentives with the aim 
of revitalising those parts of the city that, 
in the absence of such intervention, were 
likely to remain derelict or undeveloped, 
and (2) the stimulation of investment in 
the construction industry and expansion 
of employment (Williams 2008).

During the period 1970–1990, the 
limitations of this type of approach 
were identified internationally as poor 
targeting of subsidies, that is, a focus 
on property owners and developers 
(Thornton et al. 2007) instead of on 
those occupiers and residents using the 
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space, leading to concerns about their 
effectiveness. Alternative approaches are 
needed to address the various complicat-
ed issues surrounding urban economic 
and community regeneration. As a re-
sult, additional focus is often placed on 
the use of broader fiscal incentives and 
interventions to encourage economic, 
physical, and social development.

Policy Evolution in Ireland
The genuine need to address the failing 
economy of Ireland in 1986 provided 
the stimulus for the Urban Renewal Act 
of that year, incorporating a range of 
property market incentives to initiate 
urban regeneration and development 
in selected areas of Irish inner cities. 
An unemployment rate of 17 percent 
and the chronic state of public finances 
encouraged policy makers to introduce 
innovative programmes to kick-start 
construction activity at long derelict 
sites in designated areas and to stimulate 
general housing development (Williams 
1997, 2008). Barriers to achieving sus-
tainable housing in the regeneration 
process are the lack of a shared vision 
for housing, inadequate building regu-
lations, noncompliance with existing 
regulations, and a failure to recognise 
the need for social regeneration and 
limited resources (Winston 2009). 

Because of lack of public finances 
in the 1980s (ESRI 1985), tax breaks 
were chosen as the primary means of 
incentivising property development and 
investment in city centre areas. In gen-
eral, this involved the Exchequer sharing 
the risk of development by writing off 
future tax payments in lieu of costs in-
curred by those developing, investing in, 
and occupying qualifying developments. 

Initially, land assets of public agen-
cies were sold at discounted prices, and 
specialist regeneration agencies at inno-
vative or flagship developments such as 
Temple Bar and Custom House Docks/
Dublin Docklands Development Author-
ity played a major role in facilitating the 

general regeneration process. Criticisms 
of the construction focus of the incentive 
schemes and the relative lower impor-
tance placed on social and economic 
improvements were balanced by the 
obvious successful physical redevelop-
ment of designated areas and increased 
employment that followed.

The property-based tax incentives 
were first introduced under the Urban 
Renewal Act of 1986 and the Finance 
Act of 1986. Together with subsequent 
legislation, these laws allowed the gov-
ernment to designate renewal areas in 
Dublin and other urban areas, such as 
Cork, Limerick, Galway, and Waterford, 
for special tax incentives provision. 
Within these designated areas, incentives 
aimed at developers, investors, and oc-
cupiers were to apply for an initial period 
of 10 years 

Rationale for Fiscal Incentives in a 
Changing Dublin Market Context 
Introduction of Incentives for a Market 
in Need of Support: 1986–1994
Following the failure of the Urban Re-
newal Bill in 1982, the Urban Renewal 
Act was introduced in 1986 with the fol-
lowing aims: 

•	 Designation	of	areas	for	special	
incentives with the aim of re-
vitalising those parts of the city 
that in the absence of such in-
tervention were likely to remain 
derelict or undeveloped 

•	 The	 stimulation	of	 investment	
in the construction industry and 
expansion of employment.

The original aims of the programme 
were extremely broad, envisaging 
integrated economic development 
programmes, job creation, and other 
initiatives, but the serious state of public 
finances in the late 1980s and early 1990s 
militated against this approach. Instead, 
tax-related incentives for development 
and occupation of property dominated. 
The original package of incentives was 



8  Journal of Property Tax Assessment & Administration • Volume 9, Issue 2

adapted to suit different areas and had 
the following aims:

•	 Tax	 allowances	 in	 respect	 of	
capital expenditures for con-
struction or reconstruction of 
commercial buildings to be set 
off against income or corpora-
tion taxes

•	 A	double	rent	allowance,	which	
occupiers could set off against 
trading income for a period of 
10 years, for new leases on com-
mercial buildings

•	 Remission	of	rates	for	a	10-year	
period

•	 Income	 tax	 relief	 for	 owner-
occupiers of residential units 
newly built or refurbished

•	 Tax	relief	for	investors	in	rented	
residential property within 
specified size limits 

•	 A	reduced	corporation	tax	rate	
of 10 percent for licensed com-
panies involved in international 
financial services locating in the 
International Financial Services 
Centre (IFSC).

The adoption of an area-based ap-
proach placed the emphasis on physical 
renewal in the original schemes. Al-
ternative approaches involving a more 
integrated approach were considered 
but not pursued because of limitations 
on resources and public finances and 
possible administrative complexities. 

During this time brownfield redevel-
opment and waterfront revitalisation 
were significantly pursued in Irish cities, 
particularly Dublin, and this led to the 
regeneration of docklands areas (Cu-
turi 2010). The Custom House Docks, 
a previously derelict docklands site, was 
the major flagship scheme of urban 
renewal in Dublin in the 1980s. It was 
the objective of a major integrated de-
velopment with business, residential, and 
recreational functions. The creation of a 
new IFSC was added to this objective, and 

a single-purpose development agency, 
the Dublin Docklands Development 
Authority, was established with effective 
planning functions for the area under its 
administration. In the 1990s the second 
historic area of development was Temple 
Bar as a rejuvenated cultural, artistic, and 
entertainment quarter. 

In order to assess any policy interven-
tion, it is useful to consider the original 
policy parameters (Williams 2006):

•	 To	 designate	 areas	 in	 need	 of	
development without damaging 
surrounding areas

•	 To	identify	land	uses	to	be	pro-
moted in such areas

•	 To	quantify	amounts	of	develop-
ment that could take place

•	 To	 identify	 appropriate	 incen-
tives

•	 To	 minimise	 cost	 to	 national	
exchequer.

Sustaining a Revived Market: 1994–2000
The altered economic circumstances of 
the late 1990s provide a significant statis-
tical contrast to those at the initiation of 
the urban renewal scheme in 1986. From 
1994 to 1999, real growth in the Irish gross 
national product (GNP) averaged 7.5 
percent. Building and construction out-
put rose rapidly, and unemployment fell 
to below 6 percent, the lowest level since 
the 1960s when there were labor short-
ages (ESRI 1994–1998). Emigration had 
ceased to be a problem, and immigration 
into Ireland, particularly in the Dublin 
region, was growing. Public finances were 
returned to a surplus situation, and infla-
tion and interest rates were low. Over the 
period 1994–2000 the volume of construc-
tion output rose rapidly.

By 1994 urban renewal aided by a 
resurgent economy was proceeding suc-
cessfully and the need for reform was 
evident. At this stage residential develop-
ment incentives, which had been more 
widely available, were restricted to desig-
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nated areas only, and measures to attract 
greater use of vacant or underutilised 
portions of buildings were introduced. 
A major official study of the urban 
regeneration schemes nationally was car-
ried out in 1996 (DOELG 1996). At this 
stage more than IR£1.7 billion (US$2.84 
billion) of development schemes had 
been generated, with approximately 
IR£1 billion (US$1.67 billion) of this 
development occurring in Dublin. (Note 
that the Irish pound was replaced with 
the Euro on January 1, 1999. However, 
since the data reported here are from 
earlier years, the Irish pound is used and 
not converted to the Euro.) The DOELG 
study and other independent research 
highlighted the success of the schemes in 
physical redevelopment of derelict areas 
and identified emerging problem areas 
in policy implementation. 

Deadweight levels of projects refer 
to the extent to which the benefits of 
a tax incentive or subsidy are reduced 
or eliminated and relate the extent to 
which investments benefiting from the 
scheme would have occurred anyway. 
If investment would have proceeded 
without the incentive, then the tax rev-
enue foregone by way of the tax relief 
represents an unnecessary cost to the 
Exchequer. Displacement and relocation 
of commercial users occur, and incen-
tives to one project result in business 
being displaced from existing operators 
or providers of services.

Another concern was that conservation 
and refurbishment proved problem-
atic because the structure of schemes 
favoured new development and single-
use commercial developments over 
mixed-use development. In addition, 
the general pattern of development 
was sometimes viewed as piecemeal, 
and the absence of urban design and 
planning criteria led to poor-quality ar-
chitecture and urban design. The longer 
term sustainability and coordination of 
development were regarded as having 
been more appropriately dealt with in 
the selected areas of Custom House 

Docks and Temple Bar than in general 
designated areas, and this model was pre-
ferred for future developments (DOELG 
1996). The official estimate of the cost 
of tax allowances to the Exchequer was 
IR£367 to IR£461 million (US$617 to 
US$769 million) assuming deadweight 
of 25–50 percent and balancing such 
losses against additional tax revenues 
generated. 

This set of estimates would appear 
to underestimate the direct cost of the 
scheme (Williams 2008) because of the 
following factors:

•	 The	exclusion	of	infrastructural	
and administrative costs directly 
funded by public sources

•	 The	 treatment	of	 valuation	 of	
public land assets 

•	 Exclusion	 of	 the	 cost	 to	 local	
authorities of rate remissions.

In turn, it is also likely that the in-
direct benefits of the scheme may be 
underestimated because employment 
patterns were not clearly established 
in 1996 and numbers of workers in the 
IFSC were likely to be lower than later 
realised. Separating employment gains 
attributable to urban regeneration from 
those due to general economic growth 
is extremely unreliable. The positive as-
pects of growth for Dublin were the levels 
of economic confidence engendered 
by employment increases, significant 
inward investment, and a major growth 
in tourism. These development successes 
are balanced by the negative aspects of 
growth patterns and urban management 
issues such as housing affordability and 
major transportation and infrastructure 
deficiencies. 

At this stage serious questions arose 
as to whether the incentives were in fact 
inflating an already overheating housing 
market. A variety of related tax incentives 
for investors in private rented property 
were amended to deflect investors and 
favour first-time buyers. After extensive 
lobbying, the government was con-
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cerned that this was producing a housing 
supply downturn and by 2002 reversed 
these measures. In addition, following 
official reviews of urban regeneration 
by government-appointed consultants 
KPMG in 1996, moves were made to 
curtail the wasteful and negative aspects 
of these schemes. A more strategic and 
integrated approach to the awarding of 
incentive-type designations was intro-
duced in the Urban Renewal Act of 1998 
(www.environ.ie). Concerns about rising 
house prices in 1998 resulted in the 
temporary reduction of tax incentives 
for residential investors, but these were 
subsequently restored in later years as 
fears of curtailing the construction boom 
dominated official policy. 

This policy shift in the approach to 
urban renewal was outlined in the re-
vised programme of urban renewal that 
commenced in 2000. The introduction 
of a significantly amended approach to 
urban renewal in Dublin began with the 
1998 Urban Renewal Guidelines. The 
intention to create a more coherent and 
holistic approach was represented in the 
introduction of a structured programme 
based upon Integrated Area Plans (IAPs) 
prepared for selected areas. These re-
ports are prepared by local authorities 
for areas based on criteria established 
by an expert advisory panel to the Min-
ister of the Environment. These plans 
are intended to be detailed area focus 
plans that identify the strengths and 
weaknesses of the districts involved, 
target those districts with the greatest 
need or potential for rejuvenation, and 
select sub-areas or key projects for special 
incentives. The creation and implemen-
tation of such plans were intended to 
include consultation with representative 
groups in the areas concerned. Fiscal 
incentives now formed part of the overall 
renewal strategy and were intended to be 
available only where proven barriers to 
development existed. 

IAPs include broad issues such as 
urban design, sustainable land uses, 

education training, local economic 
development, environmental improve-
ment, and traffic management. A major 
feature of the IAP scheme was the re-
quirement for a specific monitoring and 
implementation strategy for each plan. 
Local authorities and authorised com-
panies are required to monitor progress 
on a periodic basis. Public monitoring 
committees with cross-sectional com-
munity membership are required to 
examine physical, economic, and social 
benefits in an annual report. Following 
a selection procedure, a total of 49 IAPs 
received ministerial approval in 1999, 
including a number in the Dublin area. 
It is evident that a major location switch 
occurred—from city centre areas to ad-
jacent and outlying areas. 

Retaining Incentives in a Boom 
Market: 2000 to 2006–2007 
From 2000 onward, government state-
ments indicated aspirations to end the 
urban regeneration schemes because 
strong economic growth and relative 
full employment meant that large-scale 
financial subsidies and tax write-offs to 
sector interests were becoming increas-
ingly difficult to justify. However, as 
property prices rose rapidly, generat-
ing supernormal profit levels by 2002, 
investors and financiers surged into 
property markets. In development and 
regeneration activities, the enormous 
potential returns available from trading 
in development land made the recapture 
of construction or borrowing costs seem 
a minor concern. An increasing range 
of existing and additional generous 
incentives and low taxation of property 
development activities assisted this trend. 
Government budgetary changes at this 
time and the use of offshore and alterna-
tive tax-based structures increased the 
financial attractiveness of the speculative 
property development market.

The demand for development activ-
ity in Ireland in this period was driven 
by several major factors: strong growth 
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in the general economy, high levels of 
inward investment particularly in the 
information technology (IT) sector, 
expansion of the services sector, and 
growth in tourism. Over the period 
1990–2004, Ireland’s economic profile 
turned around completely, moving from 
one of the weaker economies of North-
west Europe to one of the strongest in 
terms of economic and employment 
growth. The Irish GNP was growing by 
8 percent per annum by 2001, resulting 
in unemployment being reduced from 
12 percent in 1996 to a low of 4 percent 
in 2000. From 2000 to 2004 continued 
economic and employment growth 
resulted in unemployment remaining 
below 5 percent for several years (ESRI 
2000–2004).

Following several extensions after 
2000, the Finance Act of 2004 extended 
the termination date for a number of 
property-based tax incentive schemes 
(from December 31, 2004, to July 31, 
2006) subject to certain transitional re-
quirements being met. A major lobbying 
issue for urban development interests in 
Ireland during this period was the expiry 
of urban renewal and property-based tax-
ation schemes. The purpose of further 
extensions was “to facilitate the orderly 
completion of projects already in the 
pipeline” (Indecon 2006). The termina-
tion date of July 31, 2006, applied only to 
projects for which a valid application for 
full planning permission was received by 
the relevant local authority on or before 
December 31, 2004. 

However, this termination date was 
again extended by the Minister for 
Finance Brian Cowen, as announced 
in the following statement as part of 
Budget 2005:

Because of the complex nature of this 
issue, the interaction of such reliefs with 
economic activity and the unintended 
consequences that untimely action may 
have for investment, I want to ensure 
that I take the time necessary to strike a 
careful and considered balance in what 
I do. (Department of Finance 2005) 

A supervisory group of officials from 
the Department of Finance and the Of-
fice of the Revenue Commissioners was 
subsequently established in February 
2005 to oversee the review. The review 
also involved external consultancy work 
on the evaluation of certain tax incentive 
schemes. The urban renewal incentive 
schemes were finally phased out by July 
2008.

Property Market Collapse: 2008–2011
The final legislation for the expiry of 
tax-based incentive schemes was effected 
in 2006 with a phased termination of 
allowable expenditures until July 31, 
2008. This delayed termination, however, 
contributed to a major surge in construc-
tion activity as projects were completed 
to take advantage of the incentives rather 
than match real demand, increasing the 
market oversupply and eventual collapse 
(Williams 2010).

From 2008 to 2011 Ireland’s favour-
able economic situation reversed. The 
country has been in recession since the 
second quarter of 2008. By December 
2010, the unemployment rate for Ireland 
was more than 14 percent (Central Sta-
tistics Office 2010) and remains at this 
level in early 2012. 

According to the Central Statistics 
Office, the country’s GDP shrank by 7.5 
percent in the fourth quarter of 2008. 
Furthermore, a crisis situation faced Irish 
banking and its financial institutions with 
approximately €100 billion (US$131.4 
billion) of toxic assets eroding balance 
sheets. The government established the 
National Asset Management Agency 
(NAMA) in response to the financial 
crisis and the deflation of the property 
market. NAMA essentially functions as 
a repository for the failed development 
finance sector, transferring property 
development loans from Irish banks in 
return for government bonds. 

The primary responsibility of NAMA, 
as announced on September 16, 2009, 
was to improve the availability of credit 
in the Irish economy. The process has in-
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volved taking loans with an original book 
value of more than €70 billion (US$100 
billion) and paying discounted prices 
for such loans based on statutory esti-
mates of the long-term economic value 
for loans (www.nama.ie). The proposal 
remains controversial, with many politi-
cians and commentators criticising many 
aspects of the approach. The agency has 
evolved to become a proactive manager 
of distressed property loans of the Irish 
banking sector with the aim of recoup-
ing maximum value for the Exchequer 
(www.nama.ie).

While the timing of the eventual 
crash of 2007 was not widely specifically 
predicted, there were warnings that the 
construction and development sector 
was growing too dominant and that its 
role in national economic activities was 
excessive with little effective regulation 
or control (Williams, Hughes, and Red-
mond 2010).

The market failure of the earlier 1980s 
had been accepted as an appropriate 
economic justification for government 
intervention in the urban development 
markets in Ireland (Indecon 2006). How-
ever, when governments intervene in the 
market in the absence of market failure, 
there are real dangers that the benefits 
generated will not exceed the costs 
(Goodbody 2006; McGill 2010; Haran, 
Newell, and Adair 2011), and prolonged 
intervention can have unintended and 
negative consequences.

The Costs of Tax Incentives
The cost and effectiveness of the tax 
incentives package is a responsibility of 
policy makers, and for this study this is-
sue was discussed with key officials in city 
administration and central government 
departments who had responsibilities 
for financing and implementing the 
schemes. Because the public officials 
who were interviewed for this study 
referred to the official studies of the 
schemes, these studies were incorpo-
rated into the interview process and are 
included in this analysis.

Accurate total estimates of the overall 
cost of the incentives included in the 
programme have not been published by 
either the Department of the Environ-
ment or the Department of Finance, 
but the partial evidence published to 
date indicates a relatively high cost. In 
earlier research, developers indicated 
that the capital allowances are worth 10 
percent of overall development costs 
in designated areas. Policy makers who 
considered the matter in greater detail 
generally supported the programme, 
emphasising that in the overall taxation 
picture the returns on Value Added 
Tax (VAT), Pay As You Earn (PAYE), 
and other taxes balance the cost of the 
package of incentives. Other policy in-
terests, less sympathetic to the scheme, 
were concerned about the direct cost of 
the programme, which they had seen 
emerging in annual returns. As quantifi-
able outflow, these amounts represent a 
definite figure that can be assessed and 
compared with related schemes interna-
tionally to potentially provide a measure 
of the effectiveness of the programme. 

In the early years of the programme, 
monitoring arrangements assessed only 
the take-up of capital allowances, which 
was low prior to the sale of completed 
developments. Earlier estimates indicat-
ing a low cost of the overall package did 
not include the long-term take-up of 
various allowances and reliefs. Because 
taxpayers make claims for allowances 
as part of their individual general tax 
returns including self-assessment, the 
official records of such claims are inad-
equate. Officials involved in this area in 
the past had expressed concern at these 
arrangements because no full estimate 
of cost was prepared and, short of sift-
ing through all tax returns to find those 
claiming the allowance, no mechanisms 
to check the costs were in place. Initially, 
specific documentation or monitoring 
arrangements were not required to 
claim the allowances in order to reduce 
red tape surrounding the scheme. This 
was an indication of a lack of long-term 
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managerial perspective in the policy 
implementation process. 

The following factors are important 
in establishing the overall cost of the 
package:

•	 The	proportion	of	development	
in the various sectors—office, 
residential, and so on

•	 The	 estimated	 value	 of	 such	
developments

•	 The	amount	of	new	and	refur-
bished development activity

•	 The	probable	rental	values	asso-
ciated with such developments

•	 The	 occupation/vacancy	 rates	
of completed developments.

By using these criteria, it was possible 
to assess individual developments and 
calculate their potential tax benefits. 
Complicated tax-based purchases fol-
lowed by sale and leaseback agreements 
allowed some occupiers to avail them-
selves of accelerated capital allowances, 
sell the building, and subsequently take 
advantage of the generous allowances 
available to tenants. Initial research on 
the ratio of tax benefit to cost for com-
mercial property ranged from 65 percent 
of cost on certain new developments to 
33 percent for a number of refurbish-
ments. For residential developments, 
the ratio ranged from 15 percent for 
primarily owner-occupied developments 
to 30 percent for housing developments 
(Williams 2006).

The overall costs resulting from these 
calculations do not take into account the 
level of relocations or the displacement 
of development that would have taken 
place anyway. If these factors were in-
cluded, the overall cost of the tax reliefs 
involved would be increased substantial-
ly. Details of the financial arrangements 
between the state and the development 
company in flagship schemes are not 
publicly available; nevertheless, the costs, 
reliefs, and returns on potential profits 

are obviously essential to such an assess-
ment. In order to balance this simplistic 
analysis of the costs and benefits of the 
scheme, it is therefore necessary that the 
approximate cost of the scheme be esti-
mated based on the limited information 
available. The leverage ratio resulting 
from this initial analysis, approximately 
1:1, is very low compared with interna-
tional schemes and policy approaches. 
However, this ratio is based on the to-
tal possible cost over the cycle of the 
programme, and the exact basis of the 
comparable leverage ratios would need 
to be clearly established before definite 
conclusions could be drawn on the ex-
tent of the subsidy to the participants in 
the development. 

For this research, further detailed 
examination of the costs of the various 
incentive programmes was carried out, 
including reviews of officially commis-
sioned studies of the schemes. In 2006 
Indecon Financial Consultants conduct-
ed an assessment of the economic and 
total Exchequer costs, including capital 
expenditures for each property-based 
tax incentive. Note that the method 
used varied for each scheme depend-
ing on the availability of data sources, 
but a similar modelling scheme was 
used for comparative purposes. Also 
in 2006, Goodbody Economic Consul-
tants prepared a report assessing the 
performance of the various area-based 
tax incentives—the Urban Renewal, the 
Town Renewal, the Rural Renewal, and 
the “Living Over the Shop” Schemes. 
Property-led rural regeneration schemes 
in Ireland were used to subsidise the 
construction and renovation of housing 
and business premises in declining rural 
regions. Gkartzios and Norris (2010) 
state that the Rural Renewal Schemes 
were successful in achieving two key 
objectives: curtailing population decline 
and increasing housing production. The 
schemes also contributed to significant 
employment generation, although these 
impacts were mainly experienced in the 
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construction sector over a short term 
and are unlikely to be sustainable in the 
long term.

According to the Goodbody report of 
2006, area-based tax incentive schemes 
cost the Exchequer €1,933 million in 
taxes in present value terms for develop-
ments undertaken to year-end 2004 (see 
table 1). By July 2006, when the schemes 
were then due to expire, the report pre-
dicted the costs to the Exchequer would 
be substantially in excess of this figure 
because allowances would be drawn 
down in later years. The Urban Renewal 
Scheme would account for almost 74 
percent of these anticipated costs. Ac-
cording to the report, these tax costs are 
high relative to the outputs achieved. 

Table 1. Estimate of total present value of 
Exchequer costs of the area-based tax  
incentives

Renewal 
Scheme

Net Tax Foregone (millions)
Residential Commercial Total

The Rural 
Renewal Scheme

€277
(US$363)

€48
(US$63)

€326
(US$427)

The Urban 
Renewal Scheme

€636
(US$833)

€787
(US$1,030)

€1,423
(US$1,863)

The Town 
Renewal Scheme

€71
(US$93)

€77
(US$101)

€148
(US$194)

The “Living 
Over the Shop” 
Scheme

€30
(US$39)

€6
(US$8)

€36
(US$47)

Total €1,014
(US$1,327)

€918
(US$1,202)

€1,933
(US$2,531)

Source: Goodbody (2006)
Note: Euro to U.S. dollar conversion rate as of 
February 14, 2012

When Indecon and Goodbody is-
sued these reports, both consultants 
stated that the major impact on the 
exchequer was yet to come, because 
developments completed in 2004 and 
later would continue to claim tax relief 
for a considerable future period. There 
are no ongoing cost data available for 
such schemes, but on the basis of these 
estimates, the final costs will be far in 
excess of these estimates.

These official studies indicated that 
deadweight for individual development 

increased over the duration of the 
scheme. There is evidence of strong ad-
ditionality and relatively low deadweight 
at the early stages, but deadweight was 
at a high level after 2002. Policy makers 
believed that in the early stages of the 
scheme in the 1990s, deadweight at the 
project level tended to range from 20 to 
40 percent but by 2006 reached 70 per-
cent in many cases. This figure reflects 
the viewpoint that at an early stage in 
the schemes, a substantial proportion 
of additional developments were not 
displacing other projects outside the 
renewal area and that this circumstance 
has been maintained, if not increased, 
as the supply of capital rose. Therefore, 
the Indecon report concluded as follows: 

•	 The	 schemes	 had	 played	 a	
substantial role in animating 
developments in the renewal 
area and assisting in commenc-
ing the development process.

•	 The	need	for	tax	incentivisation	
of individual developments 
diminished because of the 
schemes’ success and the higher 
levels of deadweight then occur-
ring.

High levels of investment produced 
oversupplies and market saturation in 
the office and commercial property sec-
tors at the end of 2006. Some investors 
refocused their attention on tax reliefs 
for nursing homes and private hospitals, 
which outlived traditional property tax 
reliefs, leading to excess supply in the 
health sector and the eventual aboli-
tion of reliefs for speculative health 
development projects (Sunday Business 
Post 2009). 

Notable problems are evident in the 
hotel sector in which the oversupply was 
considered to be damaging the sector.
Whereas tax incentives first assisted the 
industry, they are now a major source 
of problems. Tax breaks were used too 
heavily for inappropriate developments 
and locations, creating a legacy of severe 
overcapacity. 
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And while it can be argued that the 
lifespans of the incentive schemes were 
drawn out far longer than was suitable, 
it has since been acknowledged that the 
bigger problem, as far as sectors such as 
hotels and leisure centres are concerned, 
is the clawback condition. That is, if a 
hotel does not stay open for seven years 
after its redevelopment, the investors 
have to repay the sums they offset against 
their personal tax bills. As a result, a 
large number of hotels remain open and 
unprofitable and thus threaten the viabil-
ity of the remaining operators. Similar 
problems exist with other schemes; that 
is, conditions attached to capital allow-
ances and other tax breaks could possibly 
be forcing certain types of businesses to 
survive only to avoid repaying the large 
tax breaks they received. 

From an exchequer viewpoint, a 
cost–benefit analysis of these schemes in 
general is very difficult, and this problem 
is compounded by loose drafting and 
management of the schemes. The failure 
to include criteria for minimum levels of 
capital expenditure on improvements 
prior to obtaining relief or limitations on 
such relief has allowed projects with mini-
mum impact on urban renewal to benefit 
from disproportionate levels of relief.

Impacts on Future Development 
and Planning
After the schemes had expired in 2008, 
a series of interviews were conducted to 
obtain an insight into the opinions of 12 
selected key policy makers at the central 
government and city government levels 
and town planners with experience with 
the tax incentives schemes. The purpose 
of this research was to explore views on 
the timing and operation of the incentive 
schemes. The interviews were generally 
structured as a discussion of the opera-
tion of the schemes. In addition, there 
were questions about expected develop-
ment patterns at the termination of the 
schemes and impacts of development 
to date. 

Because these interviews were based 
upon the condition of retaining the re-
spondents’ anonymity, policy makers and 
policy interests, and town planners are 
referred to as Pol and TP, respectively, 
with an individual number.

Interviews were conducted in person 
with a structured series of questions 
on the general effects of the schemes, 
factors affecting development, their 
expectations of future user demand 
in renewal areas, and the impact of 
the removal of property development 
incentives.

General Effect of Urban Renewal 
Incentives Programme in Central 
Dublin
The majority of respondents thought 
that the urban renewal incentives were 
generally positive for central Dublin. 
Town planning officials TP 1 and TP 2 
had some concerns about the policy 
implementation and execution of the 
scheme; other respondents pointed to 
significant negative effects. 

TP 2 thought that the incentives were 
positive in general for Central Dublin 
but that area impacts differed widely: 
“Without the stimulating affect of the in-
centives, districts such as the Docklands, 
Smithfield, and Customs House might 
still harbor some of the intrinsic inner-
city problems associated with urban 
decay today.” Criticism was also levelled 
at how some areas have experienced re-
development, for example, the “frenzied 
drinking culture” (TP 1) in Temple Bar. 
TP 2 thought these areas “still serve a 
purpose and often are a better alterna-
tive than what might have emerged in 
their place.” 

Pol 1 thought that some areas “such as 
Smithfield, which is part of the Historic 
Area Rejuvenation Project (HARP), did 
not feel the same level of benefit as oth-
ers. There is a school of thought that 
the incentives were spread too thinly in 
Dublin and that perhaps HARP was one 
of these areas to miss out ....” 



16  Journal of Property Tax Assessment & Administration • Volume 9, Issue 2

In relation to the designated areas, 
TP 1 commented that “vacant and 
underutilised sites would have become 
more prevalent in the absence of the 
incentives.” Pol 3 said that despite the 
fact that the schemes did not always 
achieve the most beneficial outcome for 
the local community, they were very use-
ful in stemming the outward pattern of 
development on the city edges. In many 
cases, local opposition sought to pre-
vent the increased level of development 
(particularly higher density residential). 
Such conflicts were often centred on 
negative visual impact and aesthetic 
reasons. “This was despite the fact that 
the site in question was lying disused, 
neglected or derelict” (TP 1). 

TP 3 stated that much of the new de-
velopment in the designated areas had 
led to “newly created, gated community 
environments” in which a large amount 
of new residential building did not posi-
tively contribute to the locality. “This is 
especially the case in the Liberties/
Coombe area, which is ironic consider-
ing that Dublin City Council is located 
close to this district” (TP 2). 

TP 1 stated that transitional types of 
persons moved into the area and took 
up temporary residence (e.g., students 
and people who had moved to Dublin to 
work Monday–Friday and return home 
to other parts of the country for the 
weekend). “There was, and still is, little 
evidence of the designated areas catering 
to the needs of a family” (TP 3). While 
this may be the product typical of many 
cities, Pol 1 thought that the approach 
was inadequate to shape a neighbour-
hood or family type of environment. 
There was a lack of planning and devel-
opment policy that would have helped 
to thwart substandard accommodations. 
The multitude of apartment develop-
ments consisting of “tiny, minuscule 
dwellings” was mentioned by Pol 5, TP 
1, and TP 3, who stated, “New residents 
were often squeezed into new apartment 
units that included little or no storage ar-
eas or private open space and diminutive 

bedrooms, living rooms, and kitchens.” 
TP 1 stated that although benefits 

accrued at a later stage, nondesignated 
areas also experienced positive effects. 
“Due to the proximate location of certain 
tracks of land to designated areas, devel-
opers soon saw opportunities to acquire 
this land at cheaper costs. With a view 
to developing these areas in the coming 
years, developers carried out preparatory 
work to develop these sites for residential 
purposes.” TP 1 stated that in a few cases, 
some of this investment should instead 
have been focused on outer urban and 
suburban locations. “Higher critical 
mass in general city centre districts soon 
emerged, whereby improved services 
and facilities such as public transport 
and recreational amenities benefited 
the nondesignated areas as well as the 
designated ones.” 

Only TP 2 thought that the nondesig-
nated areas were negatively influenced 
and were “... left behind as the other, 
more central areas benefited from sub-
stantial internal investment that made 
some very discernible and significant 
physical changes.” TP 3 expressed a con-
cern shared by many interviewees about 
the implementation in terms of the 
country’s current economic experience, 
that is, were the schemes in existence 
for too long? In general, a consensus 
emerged among both town planning 
officials and policy makers that a termi-
nation date of 2002 or shortly afterwards 
for property incentives would have been 
appropriate. 

TP 2 had concerns for the schemes 
“having such a drastic influence on the 
planning and development system, [but] 
very little consultation seemed to be car-
ried out with planning professionals prior 
to the schemes taking off.” In effect, such 
planners regarded the urban renewal pro-
gramme as effectively bypassing the city 
planning process in many instances and 
particularly so in Docklands, where the 
government agency had its own planning 
functions. TP 3 also thought that this was 
somewhat the case but that the planning 
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profession itself could have been more 
proactive in putting in place more ap-
propriate planning policy. 

Similarly TP 1 thought that a funda-
mental flaw of the incentives was that 
“the Irish government never seemed to 
approach the planning sector in order to 
put in place a system that would facilitate 
proper planning and development on 
foot of the schemes being introduced. 
The planning professionals should have 
overseen the stimulation of development 
in a manner that was more sensitive to 
the needs of future users. This did not 
seem to happen.” Instead, as TP 2 points 
out, the incentives created an “invest-
ment-based market in which everyone 
who had money was eager to sink it into 
some form of incentive-based property 
investment” without a strategic manage-
ment process to maximise benefits of 
such development. While TP 1 acknowl-
edged that some of the responsibility 
might lie at the feet of banks that were 
over-eager to lend, the schemes were 
seen as “incentives to splash the case. 
Many people sought to benefit from tax 
shelters and so, without having a clue 
about the hospitality, health, or residen-
tial sectors, decided to plunge ‘spare’ 
money into hotels, medical centres, and 
property.” 

Factors Affecting Development
Many of the designated areas benefited 
from an accompanying IAP. According 
to TP 3, this had the effect of trying to 
achieve the goals of the City Develop-
ment Plan and to promote economic 
and community development for a par-
ticular area. However, “rather than being 
considered as structured planning policy 
documents that were used to shape the 
future of inner city districts, the IAPs 
were often seen as green lights by devel-
opers for higher density development” 
(TP 1). 

A significant negative aspect com-
mented on was the increase in land 
values. Upon the release of an IAP, 
TP 1 thought that the consequent level 

of demand and land costs increased 
massively and that this balanced any 
benefit of site acquisition and assembly 
becoming more straightforward for local 
authorities or developers. The quality of 
development during what was a rushed 
supply process attracted the observation, 
“While the result was that the physical 
environment experienced fewer vacant 
and derelict sites, it often became more 
monotonous and consisted of almost 
identical apartment complexes” (TP 3). 
Accessibility and a lack of car parking 
and public transport services due to 
higher development densities was ini-
tially difficult, although this problem has 
recently become less of an issue (Pol 1). 

TP 1 thought that in terms of area-
based incentives, initially there was a 
blanket approach to developing the most 
profitable land uses and that a lack of 
community-based facilities to support 
the surge in residential and commercial 
development was a reflection of that 
blanket approach. 

Future User Demand in Central Areas
Respondents believed that there will 
continue to be a long-term demand for 
residential development in Dublin’s 
central areas. Their expectation was that 
while in the short term this market is set 
to decline with the recession, it is less 
likely the central designated areas will 
experience a long-term deterioration. 

According to TP 3, “without a doubt 
the scale and density of residential 
development occurring in Dublin’s cen-
tral areas increased significantly upon 
the introduction of the urban renewal 
schemes. While the incentives have come 
to an end, a majority of areas have now 
built up the necessary momentum.” 

An oversupply of residential units now 
exists in some of Dublin’s central areas 
(Pol 4). “It is likely that the incentives 
continued for too long a period; perhaps 
they should have been withdrawn nearer 
the turn of the century” (TP 1). TP 2 and 
TP 3 also agreed that the incentives were 
likely to have existed for too long. TP 2 
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stated that by 2002, “it was becoming 
clear that at least some of the incentives 
were no longer necessary.” 

When asked whether the schemes 
had run for too long, Pol 1 responded 
that they should have been terminated 
at an earlier stage. “Obviously hindsight 
is a great thing, but more consideration 
should have been given to ceasing the 
incentives around 2002–2003.” Pol 5 
pointed out that each site owner obvi-
ously lobbied to have sites included and 
incentives retained on the basis that 
individual site and company interests 
dominate such debates and developers 
regard the general issue of unnecessary 
subsidy or costs as being for only the 
public sector to consider. 

Policy-making respondents also point-
ed to the economic restructuring that 
was facilitated by the incentives schemes.
As one pointed out, the majority of 
central areas once considered industrial 
zones are no longer tagged as such. The 
city centre is not seen as an appropriate 
location for industry, and areas such 
as Dublin Airport and districts located 
along the M50, such as City West and 
other business and industrial parks, are 
now the principal locations for these 
land uses. “The main focus of industry 
has been channelled away from the 
central areas, and one of the principal 
reasons for this is the introduction of the 
property incentives” (Pol 1). “It is highly 
likely that industrial use, and some forms 
of commercial use, will continue to be 
pushed out from the city centre and 
towards more peripheral areas” (TP 1).

Many respondents commented that in 
general, development activity increased 
significantly in Dublin’s central loca-
tions because of the incentives, but that 
this scenario was likely to change in the 
coming years. TP 2 commented that the 
designated areas experienced a ”substan-
tial increase” in development activity 
during this time, while the nondesig-
nated areas accounted for a ”moderate 
increase.” TP 2 also made the point that 

“until recently Dublin was expanding 
at an unsustainable rate, where its geo-
graphical footprint was, and still is, far in 
excess of its available resources.” Devel-
opment densities are very low, and as a 
consequence, Dublin has been described 
as a typically unsustainable city and a 
good example of poor urban planning. 
The current “cooling down period” in 
the absence of any fiscal tools, such as the 
incentive schemes, may allow planning 
and development policy to catch up with 
the pace of development trends (TP 2). 

TP 1 thought that over the last four 
to five years, the Dublin Central area 
would have benefited from high levels 
of investment regardless of the incen-
tive schemes. Respondents also stated 
that the economy was operating at such 
a high level that it was unlikely that the 
development started in the late 1980s 
would have come to a halt. It is expected 
by respondents (TP 4 and Pol 6) that the 
introduction of the tax breaks stimulated 
development in these areas and contin-
ues to do so after their original purpose 
had been fulfilled. 

Effect of Removal of Incentives and 
Allowances from Designated Areas
Respondents were asked to contemplate 
the future of the designated areas once 
the tax schemes were terminated. 

Most interviewees expressed hope 
that the majority of designated areas 
could now be sustainable due to the 
level of investment and development 
achieved during the late 1990s and early 
2000s. While some peripheral areas may 
experience a decline in the long term 
(TP 1) and others will witness a halt in 
development activity (Pol 1 and TP 2), 
the remaining interviewees were more 
inclined to point to the success stories 
of the schemes. Citing examples of the 
Dublin Docklands, the IFSC, and Temple 
Bar, it was generally thought that these 
districts are “now able to stand on their 
own two feet and have built up the neces-
sary base to continue to do well” (TP 3). 
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TP 3 commented on the emphasis of 
the schemes on physical development. 
“The original objective of the tax incen-
tives had proved successful, and many, 
although not all, areas of the city were, 
in a development sense, on a roll.” It was 
apparent that tax breaks had stimulated 
development sufficiently so as to have 
had a long-lasting effect, but perhaps 
their removal came later than it should 
have, leading to unnecessary expense 
to the Exchequer (TP 3). Pol 1 had a 
similar view, stating that, “the current 
state of the economy has been left weak-
ened since the property crash and credit 
crunch.” As a result, the late removal of 
the incentives has encouraged a situation 
to emerge in which there is widespread 
oversupply in many sector areas.” One 
notable example is the hotel sector 
where the market is saturated and oth-
erwise well-operated establishments are 
being dragged down due to unnecessary 
tampering with the market (TP 2). 

Conclusions
This research indicates that property-
based tax incentives were initially a 
success in achieving physical development 
objectives but had a number of obvious 
faults. The two critical issues were that 
(1) successive governments failed to ter-
minate the interventions once the market 
and development activity recovered and 
(2) neither central government nor the 
planning and development system had 
the capacity to ensure quality control on 
the resulting development throughout 
Dublin’s designated areas. The political 
commitment to tackle the problems of 
urban decline is questioned because the 
central focus was on property develop-
ment priorities rather than on alleviation 
of economic and social problems in the 
inner city. Rundown areas in the city still 
exist after a prolonged development 
boom, many in the designated areas. Im-
provement has been made, most notably 
through the flagship projects at Temple 
Bar, the Dublin Docklands, and the IFSC, 

and these improvements can largely be 
attributed to the introduction of the 
urban renewal and associated incentive 
schemes. 

However, other areas, such the south-
east inner-city areas, still suffer from 
urban decay and dereliction. The 
schemes were costly to the public 
exchequer and often involved a one-
dimensional strategy of encouraging 
property investment. Less attention was 
given to creating employment, improv-
ing social welfare, or making economic 
progress with incentives in a supporting 
role. An alternative policy approach will 
remain as a requirement in this regard 
to achieve further urban rejuvenation of 
Dublin’s inner-city areas.

The lesson for the future is that justifi-
able fiscal interventions, tax incentives, 
and subsidies are inevitably the subject 
of intense pressure from vested interests 
who vigorously advocate for and benefit 
from their continuation beyond the 
need for such interventions. Along with 
overstimulating development, these in-
terventions involve major taxation costs 
to the Exchequer and can have long-
term unintended or negative impacts on 
the economy and urban development 
markets. Problems emerge because of 
the localised nature of political decision-
making processes for granting urban 
renewal incentives. The ability of coali-
tions of vested interests to sway political 
selection procedures can undoubtedly 
have a negative effect on the overall 
objectivity and effectiveness of such 
initiatives. 

In Ireland conventional approaches 
to urban regeneration and development 
gravitated to complex subsidy approach-
es across many sectors, all grounded on 
the continuation of an upward trend in 
property markets. The absence of appro-
priate monitoring of such schemes was of 
critical importance because the extensive 
successful lobbying for their retention 
and expansion negated efforts aimed at 
practical management of the initiatives.
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The financial cost to the Exchequer 
is now evident both in the NAMA res-
cue plan and in taxes foregone in such 
schemes. In addition, excessive lending 
and speculation in the property sector 
have been clearly identified as a main 
cause of the recent banking crisis and 
recession in Ireland (Riegling and Wat-
son 2010). Tax write-offs may continue 
through to 2020 at qualifying projects 
allowed prior to the termination date in 
2008. Because of the unravelling of the 
multiple and often conflicting fiscal in-
terventions in the property market, these 
projects should now be prioritised rather 
than introducing further tax initiatives 
or subsidies (Williams 2010). Evalua-
tion of the programmes indicates that 
having achieved their original purpose 
of developing pivotal derelict sites and 
flagship projects, their prolonged and 
expanded use created major oversup-
plies with negative market consequences.
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