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General Comments 

The State pension system is the only system that guarantees a rock-solid payout for those 
moving towards retirement. The private or occupational system in contrast does not have 
the advantage of political intervention if things go wrong.  

The performance and security of Private or occupational pensions can sometimes depend 
on index-linking which can be tied to various markers such as equity markets or futures. 
There are many instances and law suits where private pension have gone bankrupt due to 
fraud or mismanagement, leaving investors with nothing.  

The Irish government have perhaps spent too much money propping up state pensions 
especially in the light of elections and improving the outlook on the government with the 
voters. They are now in a situation where commitments to these pensions may not be easy 
to keep up with and have begun strongly encouraging people to take out private products. 
This of course is the result of not seeing the road ahead and taking the easy way out.  

Legislative safeguards must be in place to statutory guarantee minimum performance with 
the financial regulator with private pensions. Many accounts have come from across the 
world documenting shortfalls and allied issues which cause concern. 

The Government should make a distinction strong between savings and pensions for the 
following reasons: All too often people are hopping in and out of pensions because of their 
options, to get involved in high risk shares and come out of sound pension schemes because 
of hearsay talk of a wind fall rumours they heard down the local pub. 

The State should ensure that a strong level of competition exists within the private pension 
market, by assessing premiums and performance against public pensions, and better 
performing average payouts across the global market for comparison and alignment.  

The State should also note that because of the complexity of pension in general, many are 
discouraged from thinking about it. And like to stay away from things they can’t possibly 
understand. The government are quick to point out the poor levels of literacy when 
promoting education. 

QUESTIONS AS IN EXECUTIVE SUMMARY 

Chapters 1 to 6 : Various issues. 

Q1. Answer: Modern day challenges will include migrant EU nationals who will add 
considerably to the load on the Exchequer. This is a problem created by our government 



who did not insert reservations on immigration when EU were signed. There will be 
implications for the state, as opposed to the individual. 

Q2. Answer: The use of the word "universal" means ‘one’ or solitary. There's no reason why 
this word is used to describe what is essentially a "dynamic" pension designed to fit.  

Q3. Answer: No Answer 

Q4. Answer: "Living alone" should not be a policy recipe for extra payments and national 
policy should be reviewed in due of this serious haemorrhage on the basis of living alone. 
Nobody should be compensated for living alone per se. This is a complicated area, but it 
may in fact encourage people to set themselves up in certain situations so they will get 
more.  

Q5. Answer: No Answer 

Q6. Answer: Yes, a formal indexing system is desirable, but should be set below the 
headline of inflation so was not the cause more inflation or economic pressure. Or delayed 
prudently in case of rapid or a transient peaks that don't last, and any increases are 
therefore not merited as such. 

Q7. Answer: The government should not engage in massive increases in pensions to win 
elections, and hope to get a bigger vote thereby. This puts a great deal of pressure on the 
Exchequer and there are more deserving increases needed elsewhere. Pensions and 
affordability are coming under strain because of massive inflation in every the goods and 
services in the economy. Pensions are not immune from the rip-off of culture that is now 
endemic in this country, making the government’s job a race to keep up with a no-
competition, cartel-driven economy. The government will do themselves a lot of favours if 
they push for more competition to force down prices and break up the cartels with severe 
penalties. This will take a lot of pressure off the welfare system in general. 

Chapter 7 

Q1 Answer: The government should make tax incentives the cornerstone of the private 
pension system if it wishes to promote private or supplement type pensions schemes. 

Q2 Answer: No Answer 

Q3 Answer: The government should do its best to ensure a level playing field as much as 
possible, to avoid a two-tier spilt developing overall. Much of the pensions problems 
encountered today involve radically different treatment and payout awarded to different 
schemes, to the detriment of many who don’t qualify or can’t afford a better scheme.  

Chapter 8 

Q1. Higher social insurance contributions would mean reform of the PRSI system, so the 
exact percentage of contribution would be known to the employee, but in all cases some 



level of contribution should be made to the State welfare system in case of problems with 
high risk occupational and private pensions. 

Q2. No Answer 

Q3. No Answer 

Q4. No Answer 

Q5. These approaches are convoluted and add greatly to customer dissatisfaction and 
frustration, given the myriad of issues involved and the problems with understanding them. 
The government should ensure a level of flexibility within reason. 

Chapters 9 and 10. Defined Benefit, and Funding Standard. 

Q1. Answer: Every effort should be made to rationalize pensions and entitlements as much 
as possible, to remove the convolution of the current system that leaves many wondering 
what’s going on.  

Q2. Answer: Primary legislation should force all pension or financial product providers to 
provide all information and up date clients and the Financial regulator of any changes well in 
advance. 

Q3. Answer: Appropriate security for pensions would mean placing deposits with the 
financial regulator, or the central bank to meet there liabilities. It could also mean forcing 
the product provider to reinsure with his own insurance to cover any crash in the market, 
where pension fund are tied to equities. The state must take very a serious view of the 
security of private and public pensions and insist on strict legislative safeguard, especially in 
the area of occupation pensions that can go disastrously wrong when the company folds. 

Q4. Answer: Most people view the word 'investment' as a profitable thing. They do not view 
the word 'investment' as has been prone to risk, and suffer from all over zealousness which 
produces disillusionment and anger when things go wrong. There is an aversion towards 
reading the small print, because the advertisements of such products are seen as beneficial 
to their interests. 

Q5. Answer: The government should do everything it can to legislate for the pension 
industry in ensuring that policy holders are given all and every piece of information 
regarding their pension benefits, and all risks attached thereto. There are obviously more 
safeguards with public pensions than with private pensions, which carry far more risk. 
Guarantees must be guarantees; this is not the case in occupational pensions, where if the 
pension fund goes bust because of insolvency in the company, the policy holder gets 
nothing. Any guarantee given with an occupational pension or private pension should be 
registered and approved with the Financial Regulator. 

Q6. Answer: A national reserve fund should be established by the State in the case of 
shortfalls in the standard welfare pension. The government should legislate to force 
occupational pension providers and private pension providers to establish their own reserve 



funds in line with the financial regulators strict conditions for solid security. And change the 
legislation so occupation pensions are not touched by the company in a windup or 
liquidation.  

Chapter 11 Annuities and related matters. 

Q1: No answer. 

Q2: No answer 

Q3 Answer: The state could be involved in all long-term investment products relating to 
retirement, whether it's late and it or not.  

Q4 Answer: All information should be disclosed on the terms and conditions of the product 
the moment of purchase or entry into the scheme. 

Q5 Answer: The Irish government should insure new players into the market, and we doubt 
those trying to corner the market or been involved in price fixing.  

Q6 Answer: Trade unions are not suitable for encouraging the take-up of the annuities. But, 
maybe able to assess products on offer for their members. Employers usually occurs 
employees to invest in shares and some cases have annuities of their own. 

Chapter 12: The Role of Regulation. 

Q1 Answer: No, more regulation is needed especially in occupational pensions in the private 
sector, that are prone to a exploitation from delinquent or corrupt fund managers and 
company performance. And pension holders get nothing if the company goes bust. 

Q2 Answer: No, there seems to be little emphasis in ensuring that prosecutions are taken in 
the event of a reckless or corrupt practice that causes pension funds to collapse. This is a 
matter of notable omission. 

Q3 Answer: No, it must be clearly felt that pension providers will be subject to severe 
prosecutions for legislative breaches. Some companies may see these as guidelines are not 
legal rules. 

Q4 Answer: All pension charges and fees or other pecuniary levies should be notified and 
justified to the regulator. Some people take the view that charges should not apply as a 
separate issue; remain part of the premium, which would cut down on paper work and 
bureaucracy. All charges relating to any pension should be known in advance and not 
subject to sudden and unexpected disclosure. 

Chapter 13 Public Service Pensions. 

Question 1: Answer The public service have excellent job security and can contribute to 
their own pension funds like the civil science. The public sector also receive a huge public 
sector pay increases, and should have little difficulty in paying premiums. 



Question 2: No Answer. 

Chapter 14: Work Flexibility in Order Age: A new Approach Retirement. 

Q1. Answer: The government should encourage earlier retirement, not later retirement. 
This country seems to be obsessed with the older generation, much to the great 
disadvantage of the young. There seems to be no effort whatsoever made in favour of an up 
and coming generation who need job opportunities. However, nobody wants to stop 
anybody doing what they want with their lives. The British have encouraged earlier 
retirement and thus made more opportunities for the young and consequently a pension 
system full of investment.  

Q2. Answer: Voluntary deferral of pension entitlements is a good idea, but should have a 
safeguard of letting later workers apply for job-seekers allowance if work runs out before 
the deferral date becomes active.  

Q3. Answer: No, earlier retirement should be preferred. There are undoubtedly health 
considerations for those in labour occupations, who may could the state more in the long 
run with health issues. Working beyond retirement may also prevent family life from 
reaching a higher level due a life long work culture or stress and strain. 

Q4. Answer: The theory that hard work won’t do anyone any harm is a nonsense, and 
certainly if it’s prolonged well past the normal retirement can cause stroke and a myriad of 
health problem which may cost the state billions in health funding. The overriding principle 
should be to allow greater opportunity to flourish in the younger generation by forcing 
retirement. Nobody should be working in a hard labour occupation beyond 65 if reason and 
common is to be applied. Allowances could be made in some clerical posts provided no 
satisfactory potential employee can be found of a lower age.  

Q5. Answer: These questions in this chapter are loaded and preclude where this 
consultation process is going, which is a no-limit on retirement for the purpose of letting the 
State off the hook on pension payments that are currently elevated on account of need to 
win elections. It could be suggested because some people work so long and effectively for 
life in their greed, that the issue of a pension doesn’t even arise. The scenario is— ‘work for 
life and die on the job without a pension or invest in a risky occupational pension, or, retire 
at a sensible age before health problems arise and get a state or cheaper private pension’.  

Footnote: The Executive Briefing Paper for this consultation is a mess in terms of the way its 
laid out and will probably lead to confusion on readability and questioning moving from one 
chapter to another for all who read it unless great care is taken. 
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Public Sector Pensions: 

Public Sector pensions need to change from DB to DC in order to have a sustainable pension 
arrangement. This needs to be applicable for all new public sector appointments. For 



existing public sector pension liabilities government needs to consider available funds for 
public sectors funds and project cash inflow and outflow for the same over next 50 years. 
They need to provide budgetary allocation for any gaps during each year's budget to make 
sure that these gaps are addressed. 

Private Sector Pension: 

This pension should be a mix of Universal Pension and Discretionary Pension. 

Universal Pension: 

Universal Pension is a minimum mandatory pension for anyone over the retirement age. 
This pension funding should be part of current PRSI arrangement as well as mandatory 
employer and employee contribution which should be introduced in the future. 

This pension should allow anyone above retirement age to provide for their day to day living 
expenses. 

Discretionary Pension: 

This is an additional facility given to self employed and employees to save for their pension. 
This pension should have following features: 

Tax Benefits  

This pension contribution should get 50% tax rebate irrespective of level of tax rate 
applicable. It should be allowed to grow tax free during accumulation period and should be 
taxed only when received by employee during their retirement year. Govt should consider 
following EEE model (exempt, exempt, exempt) for this pension arrangement in place of 
current EET model (exempt, exempt, taxed). 

Lock in Period  

This pension fund is having a lock in period of 10 years initially. After 10 years a subscriber 
should be allowed to use this fund for specific purposes e.g. repaying mortgage which are an 
additional avenue for them to plan for their retirement. 

Investments/Choice/Admistration  

This fund should be completely portable from one pension fund service provider to another. 

It should be managed like a central account by govt agency with subscriber having choice to 
select his investment funds and switch between investments funds at specific intervals say 
once or twice every year. 

This pension fund should not be any way tied to employer and should remain in force 
irrespective of change in employment. 



Immigrants: 

Any non Irish citizen working in Ireland should be allowed to withdraw his pension fund at 
end of his stay in Ireland. If the same person comes back to work in Ireland then he will 
need to re transfer his pension funds back into Ireland to ensure his pension liabilities are 
met by the state. 

In case withdrawal is not permitted immediately on his departure, he should be allowed to 
withdraw at end of specified period e.g. 2 years from his departure from the state. 

Pension Age: 

Employee should be allowed to retire at current pension age of 65. 

However he or she can continue to work in different places after that age without losing his 
pension benefits. 

Annuities: 

Annuities should be allowed, however employee or beneficiary should have complete 
control over his funds post retirement. It is best to assume that a person knows best options 
available to him to get good returns on his investment. 

Regulation: 

 Current pension regulation is inadequate and it favours pension service providers as 
compared to person funding his own pension. 

 Fund management charges are still higher compared to many other investment 
funds 

 There are limited fund choices available 

 Pension fund providers do not find it lucrative enough to educate about pension and 
get business due to various reasons. 

 All pension funds should be regulated using same regulations. We have some model 
regulators like SEBI in India which regulates Mutual Fund and IRDA which regulates 
Insurance schemes including pension schemes. They have a defined cap on annual 
expenses, entry and exit loads and these charges needs to be defined upfront. There 
is a scope to increase transparency in this area to a large extent. 
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A review of pensions, Transition and State Contributory is required now in 2008 as there are 
pensioners today who left the workforce prior to Carers Act 1994 to care for family 
members, siblings/parents or to get married and need to be considered now due to the high 



cost of living.  Most of them are single people who have the same outgoings as a married 
couple/partner but have only one income to survive on.  

Contribution condition 

Persons are at present prevented from getting a pension because they do not satisfy the 
condition of 260 paid stamps and the shortfall cannot be purchased by voluntary 
contributions or credits.  The condition should be changed so that it can to be make up of a 
combination of paid and credited contributions. 

Alternatively, a universal pension similar to pre-1953 would correct this now not in 2012 
when 520 paid contributions are required. 

Pro-Rata Pensions  

If the pensioner has 260 paid cons abroad he should be given the difference between EU 
rate and Irish rate of pension on the strength of Irish contributions paid or credited to his 
record here because of the high cost of living in Ireland especially if resident in Ireland for a 
number of years. 

Pensioners Allowance 

Single pensioners on one income pension should receive a high increase in living alone 
allowance. 

Fuel Allowance should not be means-tested, especially to carers of sibling/parents and if a 
single pensioner (especially suffering from a chronic illness). 

Pensioner caring for relative should be exempt of road tax if the patient is unable to avail of 
travel pass. 

Gas Company needs to show more transparency on Gas Bill. Allowance is not itemised or 
carry forward kilowatts shown. 

NTL costs have risen considerably.  Can the increases not be discounted for the pensioner? 

Telecom Eireann have a charge for delivery of cordless phone.  Can the increase be 
absorbed in the interest of security for the elderly. 

A free call number (1800) should apply for all calls to the S/W Dept as it is impossible to get 
through without holding on indefinitely and especially since all departments are in the 
country.  1850 and 1890 numbers are charged at full rate as not included in package deals 
by Telecom. 

For taxation purposes, pensioners must be notified of Pension Act each year as pension is 
now paid into bank. 



If a person accepts a reduced contributory pension at age 65/66 and there is a Reform Bill to 
their advantage can they claim the difference at a later date to improve their existing 
amount and will they be notified as to the up-date situation?  

Submission 116 

While I agree that pensions will need to be funded in a totally different way in the future, 
they will also need to be distributed in a different way to take account of the many 
anomalies in the current State Contributory Pension. Women in particular are the main 
victims of a society who puts very little value on the role of the homemaker. Many women 
who worked in the Civil Service became victims of the marriage bar, stayed at home, reared 
large families and then went on to care for elderly parents. When the elderly parents passed 
on, the carer may have received an inheritance (perhaps not very large). This would not only 
have de-barred them from a pension in their own right but also excluded them from the 
qualified adult portion of a husbands pension. This I believe is not an appropriate way to 
treat the carers of the nation.  

 Homecarers Years need to be back-dated to include many of the current pensioners 
who cannot avail of those disregards. 

 The yearly average needs to be reviewed and a basic pension paid to all plus an extra 
percentage for each 5 or ten years worked. 

 Women who worked in the Civil Service and were victims of the marriage bar need 
to have their modified Contributions recognised as full rate Contributions 

 Retiring age needs to be more flexible thus allowing people the choice of remaining 
at work and either drawing their pension at the same time or deferring their pension 
with added bonuses  

Submission 123 

A change with regards to the Administration of Old Age State Pension 

Minister, would you consider radical change as regards administration of the State Old Age 
Pension?  The first step – everyone on reaching the age would receive the pension 
automatically.  The pension would be classed as income and therefore taxable so any person 
earning would mean that their pension would come back to the state. The benefits to your 
Department would be many like a dramatic decrease in the administration of the system.  
No need to have all these people checking non contributory pensions etc. A system like this 
one operates in Canada. No Minister, I think, could be happy with the present cumbersome 
paper laden system. 

Submission 133 

Chapter 6:  The social Welfare Pension: Reform Options (Pages 68-98) 

Reference is made to the situation of women in the Civil Service who were obliged to retire 
on marriage (the marriage bar – which was abolished in the 1970’s) (Para 6.5).  Such women 
were awarded a marriage gratuity related to the number of years they had served in office. 



Pre-1970, the choice of a deferred pension was not an option.  The argument that such 
women would qualify for a pension (if pensions on a universal basis were introduced) 
without contributing to the social insurance system is only valid if “contribution” is defined 
only as a monetary contribution (Para. 6.12).  The introduction of such a pension need not 
be based solely on residency and/or citizenship.  If some recognition were given to the 
contribution made by women (who were forced to leave the Civil Service on marriage) in 
home making and child rearing it could still be argued that any such pension was earned on 
the basis of contribution to the well being of the State (Para. 6.14). 

Many references are made to the payment of pensions to persons based on age.  Age in 
itself is not a stand-alone criterion.  It can be, and currently is, combined with contributions.  
However the only contribution deemed by the State as worthy 
of consideration is a monetary contribution.  No credit is given to non-monetary 
contributions to the State.  The value of child rearing and home making is completely 
ignored in assessing contributions made by e.g. former female civil servants who were 
compelled to retire on marriage.  (It should not be forgotten that such female civil servants 
and single male civil servants were penalised by the State by being paid only 80% of the 
salary of equivalent grade married male civil servants doing the same work and have never 
been compensated). 

The State gives some recognition to the fact that child rearing is very important work (they 
assist it financially with childcare allowance payments).  Why does the State stop short in 
allowing credit for this work towards the receipt of some State 
pension in old age?  By foregoing paid employment outside the home, such married women 
failed to pay any PRSI and so are penalised on both fronts by the State.  The disbarment of 
such married women from any “non-contributory” State pension (because the State only 
regards monetary contributions as contributing towards a pension) on the basis of the 
means of their spouses is unfair and inconsistent.  For income tax purposes such married 
women (working solely in the home) are regarded by the State as having no income (they 
receive no tax allowance in their own right).  The spouse working outside the home and the 
spouse working at home are penalised by receiving less income tax relief than a married 
couple both of whom work outside the home and whose combined incomes equal that of 
the couple where only one is working outside the home.  The further injustice is that in the 
former case both parties of the couple, where both are working outside the home, can 
qualify for State pensions in their own right.  It seems that the State regards any work 
outside the home as superior to that of home making and chid rearing.  The State even goes 
so far as to give assistance towards crèche facilities which the stay-at-home spouse 
contributes freely to the State.  

For pension determination by the State, the spouse working in the home is regarded as 
having half the income of the spouse working outside the home.  The State should be 
consistent in dealing with its citizens. 

Submission 147 

I worked in the Civil Service from 1969 to 1975, in which year I got married and had my 
family.  In those days I didn’t have any choice but to retire and rear my children.  I stayed in 



the home as a full time parent and wife.  I am married to a Civil Servant who is now retired 
and in receipt of aCivil Servants pension.   As the law now stands, I am not entitled to any 
pension in my own right, even when I reach the age of 66 years.  I feel I am being 
discriminated against as are several of my contemporaries who did not return to the 
workforce, when their families were reared.  I was never a burden on the State and never 
received benefits from the State other than children’s allowance, which in those days was 
menial.   I feel very strongly that every citizen should be entitled to a pension in their own 
right. 

Submission 214  

The current system of private pension provision has failed under every relevant criterion. 
Millions of euros of public and private money have been spent on promoting and 
advertising private pensions. Billions of tax-revenue has been forgone in subsidizing them, 
yet take-up is poor. For those who have invested, the outcome in terms of providing a 
decent retirement income has more often than not been disappointing. 

If private pensions were perceived as good value, more people would buy them. However, it 
is plain to see that in spite of all the promotion and advertising, most people believe private 
pensions are bad value. Over the last decade the average return on Irish pension funds has 
failed to beat even inflation. The private pensions industry has delivered rotten value both 
to individual policy-holders and to the tax-payer. 

The industry will point to exceptional factors, such as two market downturns during the last 
ten years as the reason for its underperformance. However, there is no guarantee (or 
expectation) that the next ten years will be any better. In any case, it would be expected 
that the funds would earn at least enough to pay for the generous charges and fees the 
fund-managers award themselves for managing our pension-funds (irrespective of whether 
they increase or lose our money). They don’t. The only thing which makes these fees and 
charges sustainable is the fact that they are disguised by the tax-subsidy on the income 
invested in these funds. It would be hard to avoid the conclusion that all this forgone tax-
money has done little to further the social-end (decent pension-provision) for which it was 
intended, and has gone largely to sustain and subsidize these fees and charges. It has been a 
bad use of public resources. 

And what are we paying these fees for anyway? The sum total of investments IS the market. 
Factoring out the overall rise and fall of the market (which the fund-managers are at pains 
to tell us are beyond their control anyway) investment in the market is a ‘zero-sum-game’. 
For every fund that beats the market, another will be a commensurate loser. Given that it is 
impossible to predict net winners or losers over any given time-period, what are we paying 
for? 

We shouldn’t really be surprised. There is a precedent – the endowment-mortgage scandal. 
Private pensions are exactly the same instruments as endowment-mortgages in every 
salient aspect. The only difference is that one is supposed to discharge the loan on your 
home; the other to buy an annuity. It is nowadays accepted that pushing an endowment 
mortgage on the average borrower would constitute miss-selling. Why then should it be 



considered prudent to fund our retirements with products which are considered too dodgy 
to finance our homes? 

The private pensions industry has had its chance. It hasn’t produced the goods in spite of 
billions of euros in tax-subsidies. Neither will it. All its proposals are merely permutations of 
the schemes which have served the financial services industry so well and the investing 
public so badly. 

Finally, there is no avoiding the fact that because of the other pressures on family-income, 
investing in pension provision will be a low priority for many people – particularly the young. 
If universal pension provision is the desired end, some form of compulsion will be necessary. 
However, two decades of banking-scandals which has led to a low level of public-trust in the 
financial-services sector, and the notorious bad-value of private pension products, make it 
unacceptable to force people into the type of schemes operated by the financial services 
industry. 

 
My Proposal: 

My proposal is a universal, compulsory, and portable pension-scheme managed by an 
agency akin to the NTMA. This agency (Let’s call it the National Pensions Management 
Agency or ‘NPMA’) would manage the national pension fund. 

The scheme would apply to all employees, and the self-employed. Within a comprehensive 
system, the rationale for separate pension systems for public and private employees would 
no longer exist, and the new system would apply to all persons entering public employment 
once the scheme becomes operational. 

1. The basic state pension would be the entitlement of every retired person upon 
reaching the designated retirement-age.  

2. All pension income, including the basic state pension would be taxable as income. 
However, the tax-threshold for retired persons would be set significantly above the 
level of the basic state pension. 

3. All persons would be assigned a “Personal Pension Account” (PPA) in the same 
manner as they are assigned a PPS No. These accounts would remain the private 
personal property of the account-holder. These pensions would be separate and 
additional to the basic state pension. 

4. A small statutorily fixed percentage of all income above a set threshold would be 
payable into the PPA in the same manner as income-tax is payable to the Revenue. 

5. In addition, income-earners would be allowed to invest up to a combined total of 
15% of their gross income in their PPA. This additional contribution or investment 
could be provided by the earner and/or employer. Employer contributions could be a 
matter for individual or collective negotiation and agreement between employee 
and employer. Employer and employee contributions in respect of permanent and 
tenured public employees could be fixed by law. 

6. All money invested, whether by employee or employer, would be exempt from tax 
on the part of the contributor. 



7. Self-employed persons could still opt to invest income (other than the statutorily 
fixed percentage) in private pension-schemes. The maximum 15% of income 
qualifying for tax-relief would apply. 

8. The PPAs would be managed in gross by the NPMA. The NPMA would be responsible 
for devising a suitable investment-strategy subject to criteria set by law. (A very 
widely-spread and conservative portfolio would probably be the result, with a 
portion of the fund kept in government-bonds and cash in proportion to the number 
of PPA-holders nearing retirement). The proportion of any individual account 
notionally assigned to equities, bonds, and cash would vary according to the age of 
the PPA holder. As a result, gains in the funds transferred into the PPAs as income 
would be according to a published formula relating to the age of the PPA-holder. 

9. The administration of the scheme would be financed by a levy on investment income 
earned on each account (As distinct from a levy on contributions paid into the 
accounts). This means that in times of poor or negative investment returns 
subvention might have to come from the exchequer. Alternatively, the levy could be 
increased in times of better market-conditions. 

10. Each PPA-holder would be able to inspect (on-line, or at government offices)  his or 
her PPA. Each account-holder would be furnished with a full PPA statement on an 
annual basis, or on demand. However, until retirement the PPA would remain 
“virtual” insofar as it could not be drawn down. 

11. The capital sum invested in PPAs would be guaranteed by the government. This 
amount would be shown on the account statement, as would the current value, and 
the accumulated administration charges. Accounts would be automatically updated 
at the end of each month. 

12. PPA-holders would be able to take their pension at any time after the age of 55. The 
NPMA would produce and publish on a monthly basis a table or index showing the 
actuarially calculated reduction in benefits applying to persons retiring before the 
age of 65 (and the increase for those delaying retirement after 65). The PPA holder 
would not be allowed take his or her pension below the age of 65 unless the PPA 
was capable of funding a pension equivalent to the basic state pension. 

13. The NPMA would produce and publish on a monthly basis a table showing the 
retirement lump-sum and retirement salary purchasable from the NPMA 
corresponding to the balance held in the PPA on retirement. (The lump-sum 
component would be the elastic element, contracting in times of lower investment 
returns) 

14. Upon the death of the PPA-holder before retirement, the PPA would be assigned to 
the designated dependents of the deceased PPA holder in the normal manner. 

15. An independent board of overseers would be established to deal with the NPMA on 
behalf of the PPA-holders and to deal with queries and complaints. 
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I have worked for nearly 20 years (in a voluntary capacity) in the provision of social housing 
for the elderly, day care facilities for the elderly and I see the plight of people who have had 
none or little pension provision (most of the clients I have experienced are returned 
emigrants who worked in low paying jobs in the UK or US or who wasted any money they 
saved.)  They returned to Ireland as poor and with no home to return to. 



In my own life, I have always had a personal pension and lately a PRSA.  No employer, 
despite my loyalty and trust, has ever given or offered an employer contribution to my 
pension.  I have worked in the private sector for nearly 25 years.  I am 45 years of age and I 
take a keen interest in current affairs and the gaps in the social structure in the country. 

I believe that the retirement age should not be moved from 65 years of age.  Doing this will 
penalise people in the low paying jobs, or people who never had proper employment.  The 
high earners and public sector will not be affected.  We should allow people over 65 years to 
continue in any job if they wish and let them work tax- and PRSI-free from the age of 65 
providing they frontload the tax/PRSI foregone by the State in to their final pension fund 
which should ultimately benefit the pensioner and reduce dependence on the state. 

There should be a minimum state pension for all persons over 65 as is at present , a 
statutory pension contribution  scheme for all employees like construction industry pension 
scheme where employees and employers contribute to it.  Employers and employees would 
contribute.  A minimum amount (%) of gross pay tax-free like the PRSA would operate for 
any yearly earnings. 

A beefed-up Pensions Board to control and administer the scheme and control the employer 
and employee contributions linked to the Revenue Commissioners. 

The Pensions Board to maintain a stricter control on the pension providers on costs, 
management charges and returns on investment equal to estimated return, i.e. make them 
more accountable by ensuring the best return to the pension account owner. 

Therefore, all working persons would have a pension fund to top up the minimum state 
pension and ultimately reduce our dependence on the state. 

There is a case as well where the PRSI system could be revamped as part of any change to 
the PRSA / new statutory contribution scheme to encourage voluntary contributions and a 
new state scheme where all employees and/or employers would pay a (%) of income to a 
full health coverage covering hospital, GP and medicine costs.  The minimum contribution 
would cover a basic health cover and enhanced cover would require a larger contribution 
from the employee allowing persons to choose the level of cover.  The VHI, Vivas and Quinn 
could be employed to handle this scheme.  If the health service is accountable and 
transparent, people will be willing to pay more taxes for a proper service. The link to 
pension is important in that a universal contribution scheme to healthcare would mean 
people of my age group would be assessed for health problems at a younger age for free, 
avoid a greater cost at a stage later in life at a greater cost to the taxpayer, and clogging up 
the health system and live longer to be able to enjoy the fruits of their pension scheme.  
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In view of the issues and challenges facing the Social Welfare pensions system and the 
approaches to reform discussed in this chapter, the key questions include: 



1. In the light of the reforms to the Social Welfare system undertaken in the 1970s, 80s and 
90s which will, in future, see most people qualifying for contributory pensions, are there 
implications for people who are at present not receiving support through the Social Welfare 
pension system? 

There are many considerations that would need to be addressed individually. One of the 
most critical would be how to deal with worker mobility within the EU both in respect of 
Irish-born citizens who spend some of their careers overseas and also workers who come to 
Ireland for part or all of their career. Presumably coordination and integration of national 
pension arrangements is something that should be dealt with at EU level. 

2. Is the introduction of a universal pension arrangement a desirable and feasible option? 

Pension arrangements need to be simple to understand. However, there will inevitably be 
some level of complexity for exceptional cases. But for the majority of workers in the 
mainstream there should be a universal pension arrangement.  

3. If universal provisions are not considered appropriate then what groups, if any, currently 
outside the Social Welfare pensions system should be targeted for action?  

There should be a needs-based approach whereby those with most need, i.e. those in 
economic hardship, should be targeted. 

4. Policy in relation to pensions has, for many years, concentrated on improving the position 
of all pensioners. Is this the most appropriate way of improving pensioner incomes or should 
there be a more targeted approach using measures such as the Living Alone Increase? 

Basic State pensions, as stated above, should be universal and simple to understand and 
meet basic financial needs. Other enhancements should be means tested and funded 
through mainstream Social Welfare funds. The basic State pension should be related to 
minimum wage rates on a 35 hour-week basis.   

5. If the basis of qualification for contributory pensions was changed from average 
contributions made, to one based on total contributions, what would be an appropriate level 
of contribution a person should be required to have to receive a full pension?  

The present arrangement of average contributions is the most equitable. It could be 
improved by increasing the number of variations to, maybe, 10 year multiples. e.g. 10 years 
contributions = ¼ pension, 20 years contributions = ½ pension etc. The calculation should 
also give credit for contributions paid elsewhere in EU. 

6. Should a formal indexing arrangement linking pensions to some level of prices, earnings or 
risk of poverty threshold be introduced? How would a formal indexation mechanism be 
operated having regard to the overall budgetary and economic position? 

Absolutely, pensions should be indexed to CPI, or average hourly pay-rates, or minimum 
hourly pay-rates or some other appropriate benchmark 



7. Given the issues raised in this chapter, in Chapter 3, and in the Green Paper in general in 
relation to the long-term affordability of existing arrangements, how can the challenge of 
the growing cost of Social Welfare pensions be addressed? 

It is not a question of “can it” but how it should be done. All citizens of the state are entitled 
to a basic pension that meets basic needs. The debate should be around how much is 
“basic” and how funding from the Exchequer should be raised and allocated.  
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Developing a Better Pension System 

1.             INTRODUCTION 

In responding to the Green Paper, I am seeking to avoid repetition of, or unnecessary 
reference to, the wealth of data already provided; focussing instead on the broad policy 
principles on which I hope to see agreement and action in the near future.  

In my view, early action of the kind suggested below is now urgent and should be seen as a 
national priority. I strongly  believe – and the data confirms – that Ireland’s ‘demographic 
dividend’ is rapidly waning in value; we no longer have the luxury of endless debate; and no 
further delays are acceptable if we are to develop a better pensions system - one that is 
truly inclusive and protective of all the ‘children of the nation’ irrespective of age. Thus I 
would argue that the various proposals put forward below, for changes in the tax, social 
insurance and occupational/other supplementary pension systems, be made in tandem - 
concurrently rather than consecutively - as we have no time to waste. 

2.            BACKGROUND AND OBJECTIVES 

Trade unions such as SIPTU have striven for decades to negotiate the introduction and/or 
improvement of many hundreds of Occupational Pension Schemes (and, more recently, 
some PRSAs) in the private sector. They have also secured improvements in public sector 
pension arrangements, particularly for lower-paid public servants. They have lobbied 
consistently, with some successes, for improvements in the social welfare pension system; 
and have been the main advocates for the maintenance and further development of the 
social insurance system.   

However, some of these gains are now being eroded. Many workers for whom good pension 
arrangements have been secured (and paid for) are now finding their benefits are being 
reduced; and, almost as worrying, that they are becoming objects of anger, aggression and 
envy, or victims of attempted ‘levelling-down’ to the poor position of those without 
adequate pension arrangements.  

The agreed objective, in a civilised, wealthy and socially responsible society, must surely be 
the opposite: to ‘level-up’ everyone to good standards of pension provision. The fact of 
increasing longevity makes this increasingly important, albeit increasingly costly. But the 
longer the cost issue is avoided, the greater the bill becomes, as the period over which it 



must be paid also decreases. So it stands to reason that the sooner we start investing more 
in pensions, the better.  

A further concern is that even people who believe themselves to be in ‘good’ or even 
‘adequate’ pension arrangements may find this belief to be mistaken when they reach 
pension age. And at that stage, they may find themselves unable to do much about it. The 
adequacy of many existing arrangements is therefore a serious concern. 

The other major concern is that nearly half the workforce has no supplementary pensions 
cover at all – whether good, bad or indifferent. Nothing whatsoever to supplement the 
social welfare pension, which does at least cover most workers, nowadays. 

If this situation is allowed to continue, and half of today’s workforce of about two million 
people retire on an income equivalent to about one-third of AIE, this will mean a lot of 
people retiring on far less than half their pre-retirement income. Anyone earning more than 
two-thirds of AIE will be in this unenviable situation. 

Therefore, in my view, our ‘priority objectives’ in relation to pensions, should address three 
main issues: Protection, Adequacy and Coverage.  Protection of good existing pension 
arrangements, in both the public and private sectors. Adequacy of pension provision in both 
the public and private sectors, especially for lower-paid workers in both.  And resolution of 
the coverage issue in a manner compatible with achieving the other two, equally important, 
objectives. This latter point raises a further important point of principle, because of course 
any one of the above objectives could be realised at the expense of one, or both, of the 
others. As could other desirable objectives, like equality and equity – both achievable by 
extending coverage of a very poor standard to the entire population! 

I believe that Ireland can and should build on what I would see as ‘the bones’ of a good 
pension system in order to achieve adequate pensions for the high proportion of the 
population who will not otherwise have post-retirement incomes sufficient to maintain a 
standard of living that is both minimally adequate and also bears a reasonable relationship 
to their former earnings.  

This can be done if we first accept the absolute necessity of doing so; if we then face up to 
the real financial cost of adequate pension provision of this kind (and indeed the social and 
human cost of not doing so); if we assess, fairly and squarely, the most efficient way of 
meeting this substantial financial cost; and then agree to a ‘fair sharing’ of the costs 
involved. 

3.            OVERVIEW OF SUBMISSION 

These three key objectives – extending coverage, ensuring adequacy and protecting good 
existing arrangements – could be achieved by a combination of reforms carefully designed 
to build upon and develop the positive features of the present system and remove the 
negative features. 
Specifically, I would argue that 



1. The social welfare pension system requires reforms to further extend its coverage 
and make it more fully inclusive – see section 4 below. 

2. The level of the social welfare pension should be raised to at least 40% of AIE1 over 
the next 6 years; and then to 50% over the subsequent 6 years – see section 4 
below. 

3. The tax incentive for people to save for retirement should be ‘equalised upwards’, 
i.e. those on lower-incomes, paying tax at the standard rate (or less) should receive 
the equivalent level of relief or subsidy as those paying at the higher rate. This 
particular reform should be seen as part of a more comprehensive approach, for the 
reasons explained in section 5 below; because as a ‘stand-alone’ reform, it may not 
be sufficiently effective in relation to the main ‘target population’, i.e. people on low 
and low-to-middle incomes. 

4. Planning should commence immediately for the introduction, in 2009, of a system of 
mandatory pension contributions in respect of incomes which fall within a specified 
band and which are not already adequately ‘pensioned’ – see section 6 below. 

5. The commencement of ‘Child Pension Accounts’, first suggested by SIPTU in 2003, 
should be the subject of an early Feasibility Study tasked with examining the 
possibility of introducing such Accounts in 2010 – see section 7 below. 

6. Other reforms designed to safeguard occupational pensions in both the public and 
private sector, are suggested in section 8 below. 

7. The issue of costs, and how these might be met and shared, is discussed in section 9. 

4.         THE SOCIAL WELFARE PENSION SYSTEM 

The further development of the social welfare pension system is vitally important for both 
current and future pensioners; and in my view, both parts of the system (i.e. the social 
assistance and the social insurance pensions) should be improved so as to deliver better 
pensions to a higher proportion of the population. 

(i)     Inclusion 

At this stage, after several decades of improvements and reforms, the social insurance 
system is fairly inclusive, but not fully so. This process must be completed by including, on a 
fair and equal basis, those groups who have traditionally been excluded because their 
‘employment status’ or work patterns did not conform to the perceived ‘norms’ of the time. 

Over the years, the system has adjusted to social realities and the exclusion of particular 
groups has been addressed.  Thus categories such as non-manual workers, married women, 
public servants, self-employed people, part-time workers, and certain carers and 
homemakers, have been brought into the social insurance system for some or all of its 
benefits.  

However, difficulties and anomalies remain, e.g. for ‘assisting relatives’, carers with spouses 
earning over specified amounts, homemakers who had children and left their employment 
before 1994, people who entered social insurance before a certain time, women who were 
victims of the ‘marriage bar’ and so on. 
Surely the time has come to tackle the remaining anomalies, promptly and fairly; and for the 



Exchequer to pay the requisite amounts into the Social Insurance Fund so as to ensure that 
at the very least, people of pension age are not excluded from basic entitlements? 

I see considerable merit in a system of social insurance, as distinct from a universal system 
paying basic pensions to all citizens or residents. However, the social insurance system must 
be fully inclusive; it must cater for the vast majority of the working population, so that only 
a small minority need depend on the non-contributory, social assistance pension financed 
wholly by the taxpayer. 

This social welfare pension system should also allow for greater flexibility than at present 
e.g. in relation to retirement ages. Greater transparency would also be helpful, because 
despite the Department’s range of booklets and fairly user-friendly website, it can be 
difficult for people (irrespective of their age!) to access information about their 
entitlements, their insurance record and so on.  The system for checking people’s PRSI 
records and likely entitlements, in advance of retirement, should also be improved. 

(ii)     Level of Social Welfare Pensions 

At €223.20 per week, the current Contributory  State Pension is barely 30% of estimated 
current AIE, which is about €750 per week. (I do not accept the Department’s convention of 
expressing the current pension as a percentage of the previous year’s AIE – even though the 
latter is generally the most recent figure to be published by the CSO. If the latest published 
figure is updated by reference to the known increase in average earnings in the interim, this 
gives a more realistic picture and usually proves quite accurate.) 

Trade unions such as SIPTU have consistently argued for the contributory social welfare 
pension to be raised first to the target level agreed in 1998, which was 34% of AIE; and for 
progress to then be made towards 40% and ultimately, 50% of AIE. It is disappointing that so 
little progress towards this target has been made to date and I now believe that strenuous 
efforts should be made to achieve a national consensus in favour of (a) reaching 34% over 
the next 2 years, i.e. by 2010; (b) reaching 40% over the following 4 years; and (c) reaching 
50% over the following 6 years, i.e. by 2020. 

As for the non-contributory pension, I would favour the retention of a small differential (no 
more than 10%) between it and the contributory pension, so as to underline the principle of 
social insurance and deliver some financial reward to PRSI contributors. I welcome the 
present government’s commitment to raise the non-contributory pension to €300 per week 
by 2012 and would like to see a parallel commitment to ensuring that the contributory 
pension rises to €330 per week by the same date.  However, instead of these numerical 
targets, it would be preferable to index both pensions to AIE and to avoid adjustments in 
the percentage differential between them, as present practice enables unacceptable 
anomalies to arise (e.g. in one recent Budget, a smaller increase was given to contributory 
pensioners than to non-contributory pensioners, presumably so that the lower rate could be 
seen to be reaching the government’s promised target, without incurring the cost of 
proportionate increases in the higher rate). 

5.         THE TAX  INCENTIVE 



There has been near-unanimity in recent years, among the ‘key players’ on the pensions 
pitch, that improving and equalising the value of the tax incentive (which encourages people 
to make or increase pension contributions) would be helpful in increasing pension coverage. 
Whether it would be sufficient, on its own, to bring enough of the ‘target population’  into 
good pension arrangements, is another matter. But there was general agreement that it was 
worth trying. The trade union representatives added a rider to the effect that it would be 
worth trying, for a limited period (as with the SSIA offer, for example), as long as it did not 
preclude or slow down planning for more radical measures if it proved insufficient on its 
own. 

Unfortunately, however, successive governments have baulked at this idea – or, more likely, 
the cost of implementing it and the absence of any tangible short-term or even medium-
term political gain from doing so. The immediate fiscal cost of extending to lower-paid 
workers a tax incentive which has proved highly effective for middle and upper-income 
earners, would obviously be high if the measure proved successful in increasing pensions 
take-up; but so would the long-term social benefit (and indeed, the returns to the 
Exchequer, arising from more people having higher taxable incomes in retirement).  

If the power and potential of the tax incentive in relation to pensions is to be fully explored 
and exploited, the government should introduce a radical new scheme in Budget 2009, 
giving all taxpayers an opportunity to have their pension contributions tax-relieved at the 
same rate as higher-rate taxpayers.  As this rate comes close to 50% (when the PRSI and 
Health Levy are added to 41% tax), this relief should be given in the form of ‘one for one’ 
matching contributions – not only for simplicity and transparency, but because this ‘SSIA-
style’ mechanism has so recently proved popular, comprehensible and effective in 
encouraging savings. 

However, as with the SSIAs, any such measure should be strictly time-limited (e.g. people 
should be given no longer than 12-15 months to enrol in new pension or PRSA 
arrangements); and take-up should be carefully monitored so as to assess its effectiveness 
in relation to the main target population (i.e. women, young people and lower-paid workers 
in the ‘least-pensioned’ sectors). And, at the same time, work should also be intensified on 
the issue of whether and how a system of mandatory pension contributions can be 
introduced if the improved tax incentive proves insufficient. 

Unfortunately, it is quite possible that even a greatly improved SSIA-style tax incentive will 
prove inadequate to the task of persuading low-paid workers, with heavy day-to-day 
demands on their disposable incomes, to make provision for their retirement. Nor would 
such a scheme act as any additional incentive to employers who currently will not, or 
maintain that they cannot, make a worthwhile contribution to their employees’ pension 
fund, even though such contributions are fully tax-relieved.  For this reason, it is important 
to stress that work on an appropriate system of mandatory pensions must be immediately 
resumed and intensified – see next section. 

6.            MANDATORY PENSIONS 



In my view, serious planning must begin for the introduction of a system of mandatory 
pension contributions which is appropriate for Ireland’s particular stage of pensions 
development, so that no more time is wasted if the improved tax incentive fails to deliver 
the required results within the agreed timeframe. The purpose of this new tier of pensions 
provision should be to close the gaps in pensions coverage which currently exist - and may 
still exist, even after the tax and other improvements described above have been 
implemented - and not to replace or weaken existing good provision. Indeed, it is crucially 
important that extending good pensions coverage, to those currently without it, is not done 
at the expense of the other two main objectives – ensuring adequacy and protecting good 
existing pension arrangements. The experience of other countries is instructive in this 
regard. 
The 2006 Report on Mandatory Pensions, prepared by a sub-committee of the Pensions 
Board within a very short time-frame, at the request of the then Minister for Social and 
Family Affairs, Seamus Brennan, made an excellent start in devising a system that would be 
appropriate to Ireland’s needs.  After studying the experience of other countries, 
commissioning some relevant research and deciding on various parameters and sets of 
assumptions, the sub-committee concluded that the type of system which would best suit 
our needs would be one that built on the present system by (a) further improving the social 
welfare pension and (b) introducing a supplementary scheme that would be mandatory for 
those without cover that was at least equivalent. 
Specifically, what this Report recommended was 

1. An increase in the social welfare pension to 40% of AIE, over a 10-year period; in 
2006, in round figures, this would have meant increasing it from €10,000 per annum 
to €12,000 per annum. This would benefit both present and future pensioners. 

2. Introduce Mandatory Supplementary Pensions – which it called ‘Special Savings for 
Retirement’, or SSRs – for all those at work who did not already have adequate 
provision and whose incomes were within specified bands. Thus all workers, both 
employed and self-employed, would be covered, if they earned between 50% and 
200% of AIE (the suggested ’eligible income’ band). In 2006 terms, using a round 
figure of about €30,000 per annum for AIE at that time, this would have implied 
compulsory contributions for anyone earning between €15,000 and €60,000 per 
annum who was not already in an adequate pension arrangement. 

The Pensions Board based its costings for such a system on a required total contribution 
rate of 15% of ‘eligible income’ – so for someone on exactly AIE, for example, the total 
annual contribution would be €2,250 and for someone on twice AIE they would be €6,740. 
 The Board accepted that contributions totalling 15% of ‘eligible income’ were the least that 
would be needed in order to produce an eventual pension of about 50% of that income. 

How exactly this 15% contribution should be shared was, in the view of the Pensions Board, 
a matter for the government of the day to decide. (In Chile, for example, employees pay the 
entire contribution; in Australia, employers pay it all and it’s up to workers to decide 
whether to add anything. Neither approach has yet resulted in what could be seen as 
‘adequacy’ because the total has not been high enough; although in Australia, the employer 
contribution has now reached 9% and some workers choose to add to this.) 



It seems to me that the fair and obvious way of sharing the cost would be an equal, 3-way 
split between employers, employees and government, i.e. 5% each. And even if, in some 
cases, this had to be phased in (e.g. over 5 years), the important issue is the necessity to 
achieve, as soon as possible, a total contribution rate which will produce adequate pensions. 
There is no reason to believe that the 15% figure, accepted by the Pensions Board in 2006 as 
minimally adequate, is too high; if anything, unfortunately, it may now be too low. 

Other features of the scheme devised by the Pensions Board were: collection of the 
contributions via the existing PRSI system (which would clearly be the most cost-effective, 
since the mechanism already exists) and investment of the contributions by the state – 
either directly (e.g. through the NTMA) or by letting individuals decide between various 
state-approved investment vehicles (as in New Zealand, for example). 

The investment issue was one of the potential problem-areas identified by the Pensions 
Board as requiring much further attention than it was able to give it in the early part of 
2006. If the state collects the contributions, and arranges their investment (directly or 
indirectly) must it also provide a state guarantee of the outcome?  The experience of other 
countries appears to have been mixed: in Australia, they started with a single investment 
option only, but recently introduced a ‘choice of funds’; in Chile, the state has no 
involvement in investment, but nevertheless guarantees the outcome. 

Other potential problems identified by the Pensions Board were the compliance issue (who 
to exempt, how to decide who already had ‘adequate’ cover, how exactly to define 
‘adequacy’ and what resources would be needed to ensure compliance) and, of course, the 
danger of downward pressures on existing standards. 

These are crucially important issues to resolve before introducing any system of mandatory 
pensions in Ireland, but I believe that they can and should be resolved, through careful 
planning and consultation with all the key interests involved. There is no virtue in doing 
further damage to system already under pressure from a combination of forces, some of 
them almost entirely outside of our collective national control. Conversely, we cannot, as a 
society, tolerate further inaction which leaves both the current and future generations of 
pensioners at the mercy of these forces. 

7.         CHILD PENSION ACCOUNTS 

At this stage, our national pension policy should aim to be fully comprehensive in the short, 
medium and long term. Thus, early improvements in the social welfare pensions are 
needed, in order to benefit today’s pensioners and those workers who are coming up to 
retirement age shortly. For those who still have time to plan and save for better incomes in 
retirement, the social welfare changes plus improvements in the tax incentive, combined 
with the introduction of a new system of mandatory pension contributions for those who 
still do not have adequate cover, should between them deliver better pensions. And for 
those at an even earlier stage of life, we need measures which then could perhaps defuse 
the so-called ‘pensions time-bomb’ entirely for future generations. 



The commencement of Child Pension Accounts (CPAs), suggested by SIPTU a number of 
years ago and elaborated on in some detail in 2003 and subsequent years should, in my 
view, be the subject of a Feasibility Study to be started in mid-2008 and competed by Easter 
2009. If the scheme is considered to be both feasible and desirable, it should be introduced 
in respect of everyone born after January 1st, 2010. 

As part of SIPTU’s pension proposals for Budget 2005, the following measures were 
suggested as a possible way of addressing the long-term pensions challenges, with 
proposals to phase-in the measures over 16-18 years so as to minimise the start-up costs:- 

“Set up a Pension Account for everyone born after 1st January 2005; 
“Raise the Child Benefit rates to €150 / €185 per month and add 10% for pensions. For every 
child born after January 1st, 2005, add 10% of the basic Child Benefit rate (i.e. an additional 
€15 per month in 2005) and put this into their Child Pension Account (CPA). 
“Facilitate additional contributions to CPAs – encourage parents, grandparents and other 
‘sponsors’ to add (limited) amounts, tax free, to these CPAs (e.g. a maximum of 3-4 times 
the state contribution). 
“For pre-2005 children, set up the Pension Accounts as they come off Child Benefit (usually 
between the ages of 16 and 18) – the state to put in a lump sum ‘start-up bonus’ (e.g. 6 
months CB).  This would mean a €900 ‘pension start-up bonus’ for 16-18-year-olds in 2005, 
again with a facility for extra amounts to be added.  
“This would mean that after 16-18 years, every young person below the age of 32-36 would 
have an established pension fund to supplement their Old Age Pension and to which further 
contributions can be made, by employers and by themselves. 
“ 
(SIPTU, September 2004) 

Clearly, these 2004 figures would need to be updated: Child Benefit is now €166 per month 
for each of the first two children and €203 for the third and subsequent child(ren). An extra 
10% for CPAs would therefore mean an additional €16.60 or €20.30 per month, in 2008 
terms.  (These amounts would have to be standardised to ensure that all children born in 
the same year started with the same amount, e.g. €20 per month per child.) The amounts 
which parents, grandparents, etc. could contribute, tax-free, to these ‘piggy-bank pensions’ 
would also require careful consideration; as would the phasing-in arrangements and the 
mechanism for subsequently transforming these funds into occupational or personal 
pension schemes, or PRSAs, to which employers would also contribute at a later stage. 

However, the virtues of starting ‘the savings habit’ at such an early stage should not be 
under-estimated; and there are also a number of other possible attractions associated with 
the idea of CPAs. For example: partial encashment of the fund could be allowed (say 25% at 
age 25 and a further 25% at age 50) without doing major damage to the eventual pension; 
and greater flexibility around retirement ages would also be possible, in the future, if a 
pension fund had been accumulating for 55 or 65 years - or more - rather than 40, 35 or 
even fewer years as at present. 

As regards the issue raised in Ch. 14 of the Green Paper, of raising retirement ages and/or 
enabling people to postpone retirement and remain in employment, I would see the 



introduction of CPAs as an important mechanism for easing the pressure on future 
generations of older workers to continue working for longer than they actually wish or are 
capable of doing.  People should not be pressurised into postponing retirement for purely 
financial reasons, i.e. because their pensions are inadequate or it will ‘cost too much’ to 
provide pensions for them when needed.  Such a system is likely to increase inequality in 
retirement and to impact most adversely on those who are already disadvantaged. 

However, I am fully in favour of providing real choices: of encouraging employers to retain 
older workers – if the workers wish to be retained; of encouraging workers to work beyond 
Normal Retirement Age – if they wish to do so; and perhaps redefining NRA and ‘retirement’ 
itself. But these must be provided as real choices, real ways of improving peoples’ quality 
of life, rather than as ways of cutting pension costs at the expense of older peoples’ dignity 
and liberty. 

8.            OTHER ISSUES 

A few other issues require brief mention: 

(i)     Later Retirement  

This has been referred to at the end of section 7 above. If seen as a way of providing 
workers with free and real choices, I would favour greater flexibility and the ability to 
remain in employment, as long as this is on a voluntary basis. If seen merely as a way of 
reducing pension costs – by increasing pressure on older workers to remain in employment 
– then I have major reservations. In my view, a better way of reducing pension costs later in 
life, is to start making pension contributions at a much earlier stage in life (i.e. through 
CPAs) and to ensure that the contributions are adequate throughout one’s life, especially 
one’s working life (e.g. through supplementary pensions, whether voluntary or mandatory). 
This cannot be done for the current generation of pensioners, or for people due to retire 
soon, but it can and should be done for future generations. 

(ii)     Annuities 

The main reforms needed in relation to annuities would seem to be as follows: 

1. DC holders should have greater flexibility in relation to the timing of their annuity 
purchases. They should not be compelled to buy at their exact moment of 
retirement. 

2. Individuals approaching retirement (and, indeed, before that time) should receive 
better information about their entitlements, the comparative costs of annuities, the 
choices they have (and haven’t), etc. 

3. The state should become a provider of annuities, in certain circumstances. E.g. 
where a company with a pension fund collapses, or transfers its engagements, the 
state should take over the assets of the fund and ensure that the appropriate 
pension payments, or annuities, are made thereafter. 

(iii) The Funding Standard 



I would urge considerable caution in relation to further amendments or relaxation of the 
Minimum Funding Standard, despite current market volatility and the consequent pressures 
on DB schemes. To date, there has been heavy reliance on the Pensions Board to assess 
serious under-funding situations and to read warning signs correctly, on a case-by-case 
basis. This approach has been successful to date, but if it is to continue, it may be necessary 
to increase the resources of the Board, in order to minimise the danger of delays with such 
assessments (e.g. to appoint temporary staff, and/or create a panel of experts to be drawn 
upon at short notice). 

(iv) Growth of DC 

Trade unions have been working for many years to try to ensure that the growth of DC 
schemes has not been accompanied by the growth of insecurity, inequity and inadequacy of 
pensions provision. The worst fears of pensions practitioners have been confirmed by recent 
surveys indicating serious ‘under-pensioning’ of members of DC schemes and PRSAs. More 
effective publicisation of this problem and more widespread emphasis on the need for 
higher contribution levels (e.g. the 15% taken as being minimally adequate in the 2006 
Pensions Board Report on Mandatory Pensions) would be helpful; but probably, the only 
fully effective solution is to require a minimum contribution level (15%, updated to take 
account of 2008 realities?) so as to ensure better outcomes. 

(v) Integration 

While consistently seeking increases in the social welfare pension, trade unions have long 
been faced with the dilemma that many lower-paid workers who are in DB schemes, both in 
the public and private sector, view this as counter-productive. This is because it can have 
the effect of decreasing their ‘pensionable pay’ and thus the portion of their total pension 
which derives from their occupational scheme, as distinct from their social welfare pension. 
(And the consequent savings in contributions, by both employers and employees, are not 
always seen as being available to improve the benefits deriving from the scheme.) 
One possible approach to resolving this problem, at least in the private sector, may be via 
better trustee training and greater clarity when preparing and explaining pension fund 
accounts. Better explanation of the ‘savings’ accruing to the contributors to integrated 
schemes whenever the social welfare pension increases; better identification of the 
beneficiaries of such savings; and better-informed discussion (between actuaries, trustees, 
pension fund advisors and administrators, employers and employees) of possible alternative 
uses of such ‘savings’, could all contribute to progress in this area. 

However, in the public sector, where unfunded schemes predominate, and governance and 
accounting procedures are very different, alternative mechanisms for discussion and 
progression of the integration dilemma would have to be devised; and in my view, work on 
this issue should commence as soon as possible. 

(vi) Discrimination against same-sex/unmarried couples 

Trade unions such as SIPTU have for many years sought the removal of all forms of 
discrimination against unmarried couples (whether same-sex or opposite sex) based on their 



marital status and/or sexual orientation. This includes discrimination in several areas of tax, 
social welfare, inheritance and pensions law and practice. 
Many private and occupational pensions schemes have already remedied such 
discrimination in their rules and it is time for the state to do likewise, both in relation to the 
social welfare pension system and the civil and public service pension schemes. If civil 
partnership legislation is introduced, this may improve the position for some unmarried 
couples (i.e. those same-sex couples who then choose to enter formal contracts) but it will 
not ensure equal treatment for the remainder of unmarried couples, whether same-sex or 
opposite sex. 

9.             COSTS 

There is no point in avoiding ‘the elephant in the room’ – the issue of greatly-increased 
costs, if adequate pensions are to be provided for all who need them now and in the future.  
However, it is difficult for the lay person to calculate these precisely. Nor, for that matter, is 
it easy to calculate the precise social and human costs of not ensuring that older people 
have adequate incomes in retirement - and can also, with encouragement and support from 
the state, maintain their pre-retirement living standards, at least to a certain, socially-
acceptable level. But, clearly, these costs are also very high, due to such factors as higher 
health and social services expenditure; lower output by older workers and hence lower 
GNP; less voluntary and social work by older people; lower purchasing power by older 
people, resulting in less tax revenue from a growing portion of the population. (The ‘silver 
economy’ will be of increasing significance, to the economy as a whole, in future years.)  If it 
were possible to compute all these ‘future costs’ and weigh them against the more 
measurable current costs, the picture would look very different and more complex than 
simplistic snapshots of current-year tax and welfare expenditures would indicate. 
Each of the reforms proposed will involve additional expenditure in the immediate short-
term and the primary question now is whether this can be faced, fairly and squarely, and 
accepted as being both socially and economically necessary.  If it can, then the second issue 
of exactly what the costs are, and how these should be shared, must be confronted.  

I can only give a broad view on the likely costs arising from each of the above proposals and 
how they could/should be met: 

(i) Social Welfare Pensions 

1. The cost of removing all the various ‘coverage’ anomalies and making the system 
fully inclusive, should, in my view, be calculated and met from the Social Insurance 
Fund (SIF) and, if necessary, in the context of Budget 2009 (i.e. as a once-off 
Exchequer contribution), bearing in mind that recent Exchequer contributions to the 
SIF have been very low and that large amounts, regarded as ‘surplus’, were removed 
from the SIF some years ago; therefore the question of raising employer or 
employee PRSI should not arise in this context. 

2. The additional cost of ensuring adequacy, i.e. raising the level of the social welfare 
pension to the recommended amounts in the coming years, should be estimated and 
then allocated to the Social Insurance Fund (in the case of the contributory pension), 
to general Exchequer funds (the non-contributory pension) and to the National 



Pensions Reserve Fund (NPRF - see also section (iii) below). 
 
If necessary, the Exchequer contribution to the NPRF should be raised from its 
current level of 1% of GNP to a more appropriate level; as should the Exchequer 
contribution to the SIF. Increases in both employers’ and employees’ PRSI may also 
be necessary at some stage; and/or further increases in the income ceiling for 
employees’ PRSI.   The actuarial assessments of the SIF, started in the 1990s, should 
be carried out on a more frequent and regular basis than heretofore, so as to ensure 
that ongoing contributions are adequate and that drawdowns from the NPRF, after 
2025, will also be sufficient. 

(ii)      Public Service Pensions 

These are an essential element of public service remuneration. It is vital that the integrity of 
the public service pension system be maintained and if possible improved, particularly for 
lower-paid public servants. Actuarial assessments of the cost of public service pensions must 
be carried out regularly and there must also be regular checks to ensure that the portion of 
the NPRF allocated to public service pensions  is clarified  and is likely to be adequate to the 
task for which it was intended. 

(iii)     The National Pensions Reserve Fund 

This Fund was set up in April 2000 following separate recommendations from two separate 
bodies - the NPPI and the PSPC.  Strictly speaking, there should have been two separate 
funds as they were intended for quite different purposes, but initially they were rolled into 
one fund and it was said that roughly one-third of it was for public service pensions and 
two-thirds for social welfare pensions. Over the years, this distinction has become blurred; 
many people now believe it’s entirely for social welfare pensions, others believe it is all for 
public service pensions; and this is most unhelpful in relation to costing both social 
insurance and public service pensions. 
Apart from this confusion, which is not of course the fault of the NPRF or its staff, or the 
Commissioners who oversee its operation, the Fund has performed well in the face of global 
uncertainty and is the only Irish fund to have signed up to the UN’s Principles and Guidelines 
on Socially Responsible Investment. It would seem to be the best available vehicle for 
increased state involvement in pensions in the future, e.g. in relation to annuities and the 
investment of mandatory pension contributions. 

(iv) Equalising the Tax Incentive  

Giving lower-paid workers (who pay tax at 20% or less) a higher level of tax relief or SSIA-
style subsidy towards pension contributions, would of course be ‘costly’ if take-up were 
high. If successful in incentivising a further 20% of the workforce to start or increase pension 
contributions, this could raise the present cost of tax relief on workers’ contributions by up 
to one-third, i.e. from €540m. to about €720m. 
However, if unsuccessful, and if only an extra 10% of workers responded to such an 
incentive, the experiment would only cost an additional one-sixth (€90m. per annum) or 
€630 per annum in all.  There would also, of course, be additional ‘costs’, i.e. tax foregone, 



in relation to investment income and any increases in employers’ pension contributions. 
(The Green Paper contains somewhat different figures to these, but the basis of those 
calculations is not explained and is not clear to me.) 

(v) Mandatory Pensions 

The Pensions Board estimated in 2006 that the cost of introducing a mandatory pensions 
system of the kind it recommended would, as a percentage of GNP, raise the current 
Exchequer cost of pensions from 2.4% (in 2006) to 7% in 2026 and to 7.8% in 2056. 
It found it difficult to model the exact costs because the effect of the new system on existing 
schemes was hard to predict. (And it would be even harder to predict if existing schemes 
had first been boosted by an improved tax incentive.)  Again, there would be various ways 
of meeting the cost: it could be through extra injections to the NPRF, additions to PRSI, or 
existing taxes, or new taxes/levies/charges; or combinations of these; and it could be done 
on a funded and/or PAYG basis. 

(vi) Child Pension Accounts (CPAs) 

The cost of introducing CPAs in the manner suggested – i.e. phasing them in over 16-18 
years – would be easier to calculate. The state contribution would be an extra 10% of about 
2/17 of the annual cost of Child Benefit (assuming roughly the same number of children in 
each age–group: 0-1 and 16-18), but these figures could be done more precisely by the 
relevant government Departments, by reference to the actual, known numbers. There 
would also be a certain amount of tax foregone if parents, etc. were allowed to add to the 
CPAs on a tax-free basis, depending on the limits imposed. The question of whether to allow 
the investment income to build up tax-free (as in existing funded schemes), would also have 
to be addressed. 

10.            SUMMARY AND CONCLUSIONS 

In putting forward the above proposals for the development of a better pension system for 
present and future generations in Ireland, I am aware of the substantial costs involved and 
the potential difficulties of not only meeting those costs and sharing them fairly, but also of 
ensuring the effectiveness and proper targetting of such high expenditures. 

Nevertheless, I believe it is vital to seize the present opportunity for debate, consultation 
and clarification of ideas, if this vision for the future is to be realised in the not-too-distant 
future. Early action to ensure greater investment in pensions for all - for existing pensioners, 
people who will be retiring soon, and people who are still many years from retirement - 
must be seen as a major national priority. 

Submission 319  

Introduction: I am a qualified Accountant and a qualified Company Secretary and I have 
worked for companies, where part of my work dealt with pensions. In addition, I have 
worked as a general insurance broker for over 40 years. 



When considering the Green Paper on Pensions, it is necessary to define the real meaning of 
the word 'PENSION'. When citizens reach age 66 years of age, they do not want money, but 
they want adequate amounts of food, fuel, services and all that is necessary to live a 
comfortable life each year until they die. This requirement results in only one conclusion as 
to what the word 'PENSION' really means. 'PENSION' can only mean an inflation proof sum 
of money to purchase, each year, what is necessary for a comfortable life. Consequently, it 
is impossible for the overwhelming majority of citizens to provide for the future cost of 
living and, therefore, citizens are unable to provide a pension for themselves. For example, 
when I was working as Company Secretary in the late 1960' s, an employee with a fairly 
good job retired with a fixed pension of two thirds of his final salary, which pension was 
equivalent to the salary that a qualified tradesman was earning at that time. However, 
within 20 years, this pension was much less than the State Pension. Inflation had eaten it 
away. Therefore, 'PENSION' in terms of the Green Paper on Pensions, can only mean the 
State Pension, which must be paid out of the State Income, in the year in which it is paid 
out, as this is the only inflation proof pension that can be provided to the overwhelming 
majority of citizens. 

The only option that meets the requirement of providing a comfortable retirement for all 
citizens is Reform B: Universal Pensions. 

It will be realised, that the current policy of the Government in saving in a fund for future 
pensions is pointless, as nobody knows how much will be required to provide a comfortable 
pension in 20 or 30 years time. It would be better for the Government to pay off National 
Debts, and then save in a General Fund during good times, and use some of these Savings 
during times of recession to carry out worthwhile projects to give employment. 

The main thrust of the Green Paper on Pensions was 'HOW TO FINANCE A COMFORTABLE 
RETIREMENT FOR ALL CITIZENS IN FUTURE YEARS'. This is not as difficult as it appears, but 
it requires a radical approach by all citizens of the State. Every citizen will have to forget 
their own sectional interest in favour of the interest of society as a whole. 

If the State is to act in a fair and equitable manner, certain injustices must be dealt with in 
the near future. The main injustice, is the injustice suffered by those women who had to 
give up their jobs, in past times, because they were forced to retire or pressure was put on 
many others to retire on the grounds that they were bad mothers if they did not retire and 
devote their full time to looking after their husband and children. In fact, the aim should be 
to give every citizen, who has lived their life in the Republic of Ireland, even if they have 
been unemployed, due to bad luck or mental of physical disability, an adequate pension at 
66 years of age. 

FUNDING: General remarks. Most citizens have not the means to save for old age when they 
commence work, as their income is too small and they certainly will not be thinking of old 
age when they are young and old age is a long way off. Most citizens will want to buy a car 
and many other items so as to meet members of the opposite sex. Many will form 
relationships or get married and the means to save substantial amounts of money will not 
occur until late in life for most citizens. The State has commenced a PRSA pension system 
and the low take-up shows the lack of means of many citizens. Even this PRSA pension 



system has turned out to be an act of deception by the State, as charges by the financial 
service providers eats up a large part of money paid in and inappropriate investments by 
financial service providers means that the holders of PRSA pension funds will be lucky if the 
value of the money they save and invest will still buy the same amounts of goods and 
services in their old age as it did when they invested it. 

However, it certainly will not assist in their old age. It appears that the purpose of the PRSA 
scheme was to enrich financial service providers. In fact in the Budget 2006, the Minister for 
Finance attacked these funds, by decreeing that he was going to raid these funds on an 
annual basis, mostly small funds, so there is no chance of most citizens of these funds 
having a comfortable retirement from them. In the same Budget 2006 the Minister for 
Finance increased the tax avoidance for the benefit of rich citizens by allowing a further 10% 
tax relief on up to €254,000 at the top rate of 41 %, allowing such rich persons to save an 
additional of over €1 0,000 in tax each year. The Budget also allowed the Minister to 
increase this tax avoidance scheme for the rich in future years by Ministerial Order. 40 years 
ago, the main saving by the majority of citizens was in deposit accounts. About 30 years ago, 
the financial institutions introduced funds as an alternative to deposit accounts. These funds 
were managed for the benefit of the citizens investing in them. The financial institutions 
made an annual charge of half of one percent for managing the fund and the funds were 
managed in a prudent manner. However, during the past 30 years, the attitude of most 
financial institutions has changed. Nowadays, most financial institutions act to transfer as 
much of the money invested in the funds into their own pockets and the money in invested 
in the most imprudent manner possible, in most cases. The Financial Regulator adds to the 
woes of the small investor by issuing propaganda, to the effect that it is regulating financial 
institutions and that citizens will obtain competent advice from financial institutions and 
also that the Financial Regulator imposes marvellous training standards on financial 
institutions. These claims by the Financial Regulator are rubbish. Proper investment advice is 
a matter of common-sense and prudence. What has been happening is that financial 
institutions think up more and more schemes to transfer investors money to themselves. 
For example, I constantly get literature from financial institutions, usually selling the latest 
financial flavour of the month. Most of these investments are in geared funds. This means 
that if a citizen gives a financial institution €10,000 to invest, the financial institution will 
borrow many times the €10,000 to invest. This means that the financial institutions obtains 
inflated management fees on many times the amount actually invested. But when the 
financial flavour of the month investment bubble bursts, the investor of the €10,000, 
suffers, not only the loss on the €10,000 invested, but also the loss on the borrowed money 
and the loss of the interest payment on the borrowed money. I write this hard hitting 
paragraph, as I am disgusted with the greed of financial institutions and I want some proper 
regulation, in the interests of the public good.  

The main point I am making, with some force, is that PRSA pension schemes are of no value 
for pension provision and any mandatory pension scheme imposed on the Public would also 
have no value, as they are and will be used to exploit the public, as is happening at present. 
The present world-wide crisis in financial affairs shows that most financial institutions are 
incompetent in running their own affairs, and therefore are not competent to advise citizens 
on investment. At present most financial institutions are making strenuous efforts to repair 



their balance sheets. Ireland suffered the huge ISTC collapse and a great number of citizens 
lost their pensions and life savings in this.  

FUNDING: Self-employed sector. At present, self-employed citizens are allowed tax relief, at 
the highest rate they pay on up to 40% of €254,000 of earned income, depending on their 
age, a maximum yearly saving to such citizens of over €40,000. If this tax avoidance 
allowance was abolished, the State would receive billions of euros more each year in tax, 
which would finance higher and adequate State Pensions for all. Furthermore, If the State 
wanted to encourage citizens to save money, which citizens could use to further improve 
retirement, it could introduce a more equitable incentive, such as allowing every citizen tax 
relief on €50,000 savings or other reasonable amount, during that citizen's lifetime. Even if 
this encouragement to save was brought in, additional tax of billions of euros would be paid 
to the State each year. I realise that the saving of billions of euros will be obtained mainly 
from the top 30% of self-employed, as they are the main beneficiaries of this tax avoidance 
allowance. However it is a scandal that millionaires and in some cases billionaires should 
have this tax avoidance allowance, when the State is debating whether it can pay adequate 
State pensions in the future. 

Most self-employed persons have small to medium incomes. I would also point out, in 
the interest of equity, that lower earning self-employed are discriminated against in tax. 
Under the PAYE system a person with an income of €20,000 would have deduction of just 
over €1,000, whereas a self-employed with the same taxable income would have €2,800 in 
deductions. This should be remedied. 

FUNDING: Company directors and company sector. Company directors are also allowed to 
claim tax relief on large sums of money each year, which can amount to more than 100% of 
their salaries. After the 2006 Budget, a prominent businessman announced that he was 
making a contribution of €6,000,000 to his pension fund. Companies obtain tax allowance 
on amounts they pay into pensions for employees regardless of the amount of pensions 
purchased. If these tax avoidance schemes were abolished, then many billions of euros 
would be paid in tax to the State. Of course, as stated before, citizens could be allowed tax 
relief on reasonable amount of saving during their lifetime. An advantage to all employees 
of companies would be that they would receive inflation proof pensions and much larger 
inflation proof pensions when they retired. It must not be forgotten that many directors of 
companies and employees of such companies, even though they will be entitled to the State 
Pension, do not need such pension as they will retire multimillionaires or, in a very small 
number of cases, billionaires. If the tax avoidance allowances were abolished, the State 
would receive billions of euros more each year in tax, which would finance higher and 
adequate State pensions. In the 2006 Budget, a restriction of five million euros was placed 
on individual pensions, but the Minster can increase this amount by Ministerial order from 
time to time.  
As a result some company have increased the salaries of directors to compensate for the 
restriction. However, tax has to be paid on this increase. 

FUNDING: Civil service sector. Civil servants, including TD's have inflation proofed pensions, 
whereas most citizens do not. This leads to civil servants wishing to retain such an 
advantage, inadvertently, at the expense of the general public, and the Green Paper on 



Pensions is now putting forward the idea that the present inadequate State pensions might 
not even be payable in the future. If such pension rights were abolished for newly engaged 
civil servants, and replaced by higher general State pensions, lower paid civil servants might 
not be worse off, but there would be screams from higher civil servants, some of which 
receive a number of pensions amounting to hundreds of euros a year. However, many of 
these higher civil servants will retire multimillionaires as they can save, even after tax, 
sufficient to become multimillionaires, from salaries and bonuses of€300,000 and much 
more. 

CONCLUSION: As I have shown the only equitable answer to the Pensions problem is to 
abolish all the tax avoidance measures which has resulted in inflation proof pensions for a 
minority of citizens and inequitable inflation proof pensions at that, and replacing these 
with adequate inflation proof pensions for all citizens, so that all citizens can have a 
comfortable retirement until the day they die. In addition, limited incentives could be put in 
place to encourage savings, as in the SSAI accounts. Implement Reform B: Universal 
Pensions in the Green Paper on Pensions in an equitable manner. 

In carrying out reform, the State could also reform the tax system to reduce the burden of 
tax on medium income earners. For example, there could be more than two tax rates. They 
could be 20%, 30%, 40% and 50%, these rates to include all the add-ons, such as the health 
levy and PRSI. At present self-employed taxpayers pay a top rate of 41 %, plus 2% health 
Levy, plus, pension levy/PRSI of 3%, making a real top rate of 46%. 

 

 

 


