Pensions Reforms

Some personal reflections
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‘Let’s bring France to a halt’: Oil
refineries blocked and trains halted by

pension reform protests
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"Politics is
the art of the
possible,
the

attainable—
the art of the
next best".
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The 3 pillars of the German pension system
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...understandably much of the focus has been on the long term

01 beem
financial sustainability of State pensions... e
Figure 1: Old-age dependency ratios, 1991 - 2051 Ef}:
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Source: CSO Presentation to the Pensions Commission on lreland’s Demography.
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An even bigger problem is the aging of our population.
Over next 40 years,  all things being equal,  we will reduce the working age population by about 500,000 (from 2m to 1.5m) and increase pensioners by 500,000 from 0.6m to 1.1m

The cost of this will be enormous – it would create a deficit all on its own of at least €15bn

This is not a figure that we can just wake up to in 40 years we need to plan and prepare for  it now. (Over)


...understandably much of the focus has been on the long term
financial sustainability of State pensions...

Figure 11. Population by age group and sex as a share of total
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...in even the most optimistic projections “the
numbers will not take care of themselves”...

* Maintaining the current dependency ratio in 2051 would require a
working age population (15-64) of almost 7.2 million people by
2051.

* Thisis about 3.75m more than the 2020 estimate for this age group
and

« 3.3 million people in excess of the CSO’s high migration projection
(M1F2) for 2051

» A working age population of 7.2 million people in 2051 would
require fertility and migration rates that are many multiples of all
projections

and

* A total population in excess of 10.8m




Its not just a matter of finances: intertemporal equity and
social cohesion also matter...

Today

Roughly, roughly....... €2,600 per month*

*Excluding ‘free’ energy, TV licence, travel, fuel and ‘living alone’



Figure 11. Population by age group and sex as a share of total
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* Reduce Costto Improve
Sustainability
* Increase pension age
- 67in2021,68in 2028
* Change calculation method

Rialtas na hEireann
Government of Ireland

A Roadmap for - Change averaging bands
Pensions Reform - Move from ‘average’ to
2018 - 2023 ‘Total Contributions’

* Tighten Eligibility
- From5to 10yearsto
establish eligibility
* Improve coverage
* Homecaring credits/periods
* Increase 2"4/3" tier options
* PRSAs
* Obligation on employers
to support PRSAs
* Auto-enrolment
* Benchmarkto earnings for
adequacy




Reduce Cost to Improve
Sustainability
* Increase pension age
- 67in2021,68in 2028
 Change calculation method
- Change averaging bands
- Move from ‘average’ to
‘Total Contributions’
* Tighten Eligibility
- From5to 10 yearsto
establish eligibility
Improve coverage
e Homecaring credits/periods
* Increase 2"4/3' tier options
* PRSAs
* Obligation on employers
to support PRSAs
* Auto-enrolment
Benchmark to earnings for
adequacy

Position End 2020

Legislation from 2011 revoked 2020 X

-Averaging bands changed 2012 J
-‘Best of’ TCA option introduced 2018

* Tighten Eligibility
- Increase to 10 years from 201 2J
* |Improve coverage
* Homecaring disregards J
replaced by homemaker
credits
* Increase 2"9/3" tier optigns
* Auto-enrglment
« PRSAs
* Obligation on emplgyfrs
to support PRSAs
* Informal benchmark to GAIE of 34%XJ
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To reflect on concerns and map a way forward the Government | 4
established a Commission on Pensions...

Work of the Commission | fsmsiremss..

Membership of Pensions Commission
2020 2021
11 members o

L =
i . Primarily anline meetings due to the pandemic
Fepres=nting il

wloyers. o
scademice and those with technical and policy expertis

- 8 8 8 & 8 9
wone RERRARS
female

representation Public consultation

Public Consultation

Crver

doo
d 7/11 “ave your + |
/ members are women. Have YOur say [Forumy beeld
on sustaina ble individual and organisational sprakers from the OECD,
State pensions submissions and over ICTU, Ibec, Age Action,
Consultation with experts i . , 1,100+ survey responses Mational Women's Council
P into the future. o ey T po-rmraler iy

Presentations from the Central Statistics
Offace, Irish Fiscal Adwisory Cowncil,
Dwpartment of Finance, KPPMG on [he
Aetuarial Rewiew of tha Social Inmurancs Fund,
the Economic and Social Research Institute,

and the Mational Economic and Social Council. m

Also. Mational Women's Council of Irsland and A Technical Sub-Committee prepared 4 Working Papers:
Family Carer's Ireland {0 discuss pension

provision for long-tenm caners.

1 Population and Labour 3 Poverty Prevention
Force Projections and State Pensions

Briefing material from relesvanl Govermemenl

DCreparirmenls and Stale Bodies sech as B

e ons Commisslon and the Expenditure Benchmarking
m;.uﬁ:w. Commissian and i 2 Projections 4 and Indexation




An Coimisiin Pinsean
The Pensions Commission

Report of the
Commission
on Pensions

4 Options for addressing financing challenge

PRSI rate increase only

PRSI increases plus pension age increase

PRSI increases plus an earmarked state contribution
Combination of all 3

o=

Plus

a) Phasingin of full TCA over 10 years

b) Formalise benchmarking pension rates under an
independent body

c) Introduce pension age flexibility

d) Introduce long-term caring contributions to
improve coverage of carers (mainly women)



An Coimisim Pinsean
The Pansions Commission

Report of the
Commission
on Pensions

4 Options for addressing financing
challenge
1. PRSI rate increase only

2—PRStincreasesptuspensionage

increase

F—PRSHRcreasesptusan

| "

Plus

a)

b)

Phasing in of full TCA over 10
years

Formalise benchmarking
pension rates under an
independent body

Introduce pension age flexibility
Introduce long-term caring
contributions to improve
coverage of carers (mainly
women)

[

Oifig an Aire Coimirce Soisialai
MEMORANDUM FOR GOVERNMENT
Response (o Pensions Commission Recommendations and
Implementation Plan

AY

-

Pension age to remain at 66

PRSI Rates to increase by 0.7pp
between 2024 and 2028 with further
increases to be determined based
on 5 yearly actuarial reviews

Full TCA to be phased in over 10
years

Pension age flexibility (66 — 70) to be
introduced from 2024
Benchmarking to 34% of average
wage to be performed by DSP as an
input to annual budget process
Long-term carer contributions to be
introduced from 2024




In parallel - averylengthy and detailed consultation process
was undertaken to designh an auto-enrolment system
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Update and next st

Hialtas na hEireann
Government of Ireland

The Design Principles for
Ireland's Automatic Enrolment
Retirement Savings System




.... hundreds of in-person and online engagements with
stakeholders and workers.

o-enrolment: Who will be auto-enrolled?

ocal Protection

ISL Auto-enrolment: How will auto-e

Department of Social Protection

i Riaaltas ha hEireann
Government of [!"L"I.] n lj

How will auto-enrolment wi

_ Eligible employees identified through

watch on IE8 YouTube

ISL Auto-enrolment: What is auto-enroliment?

nt of Social Protection

Why is auto-enrolment being introduced?
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Cnly 1 in 3 private trgmant This Ipads o & reduction
Sacior workers have e Hoc low in living slandards on
Bupphamentary ralrarET.

[eENS0N DOVERagE.

hawve another pension,
in addition to the State Pension

I'll now explain the process in more det:

Watch on [




Leading to this since 15t January 2026

790,000 workers enrolled

99% of employers registered with
payment details

€156m invested

New state body - NAERSA -
established and Headquarted in
Letterkenny




...... a parting observation



THE IRISH TIMES

Election 2020: Governments may be forced into ‘freezing pensions’

Taoiseach accuses opponents of potentially ‘auctioning off’ pensions of young people

Time is
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out to

ePaper
(THE IRISH TIMES )
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Which one of these was most important E
to you in deciding how to vote today?

E IRISH TIMES Ipsos MRBI Exit poll
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"Politics is
the art of the
possible,
the

attainable—
the art of the
next best".




“Only a fool
learns from
his

mistakes....
a wise man

learns from
the mistakes
of others'.
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