
 

 

Public consultation process for an auto enrolment retirement 
savings system for Ireland 
 
Chartered Institute of Personnel and Development (CIPD) Ireland 
 
CIPD Ireland is pleased to participate in the consultation on Auto Enrolment Retirement Savings System 
for Ireland. CIPD, the Chartered Institute of Personnel and Development is the professional body for 
human resource and learning & development professionals. In Ireland we represent 6,000 HR and L&D 
professionals and are part of the CIPD international community of over 150,000 professionals.  

Our mission is to champion better work and working lives. Our work involves education, continuous 
professional development, research and policy on issues to do with work, the workforce and workplace. 
We engage with HR leaders and practitioners from Irish and multinational organisations as well as 
academics, on the challenges emerging on the future workforce and workplace.  

We believe urgent action is required to address the looming pension crisis in Ireland, and that an auto 
enrolment retirement savings scheme is very necessary to:  

 create the sense of imperative around saving for retirement 
 help those on low to middle incomes accumulate retirement funds. 

We are pleased to provide you with the opportunity to engage directly with CIPD members at a future 
date to address the myriad of issues emerging as part of an auto enrolment system and to maximise 
buy-in and support. 

 

November 2018 

CIPD Ireland  

A3 The Locks, Charlotte Quay, Dublin 4. 

T:  +353 (0) 1 6780090      www.cipd.ie       
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Introduction 
 
In principle, auto enrolment is the right thing for Ireland and CIPD Ireland is very supportive of its 
introduction in principle. We welcome the structure, and format of the Strawman document which 
facilitates meaningful and constructive engagement. There are complex issues at stake at policy level 
and in terms of implementation and practicalities. We acknowledge that a Government decision has 
already been made to introduce this in 2022, a tight deadline. 

 
CIPD Ireland recognises that there are two key structural issues that exist in terms of the introductions 
of an AE pension (savings) system namely coverage – how many people will this new system cover and 
adequacy - what will be there when the person wants to draw down from the fund and will this be 
sufficient in terms of member expectations?  Illustrative examples of typical cases will be very necessary 
and a helpful way to bring these to life in a meaningful way for potential members. 
 
CIPD Ireland welcomes the principle of simplicity espoused in the Strawman document and has focused 
its commentary in this document to the elements of AE on which specific input has been sought as part 
of this consultation: 
 

a) The preferred operational structure and governance of the AS system 
b) Whether the preferred overall AE structure for member choice should be  

a. Option A – Open to all providers (subject to satisfying specified standards) 
b. Delivered using a small number of AE ‘Registered Providers’ selected by tender process 

c) The means by which enrolled members who elect not to exercise choice will be allocated to a 
default fund 

d) The target membership – i.e. who exactly will be auto enrolled 
e) The contribution rates that may be required of employees and employers 
f) The financial incentives that may be provided by the State 
g) The range of savings products/investment options and providers available to members 
h) Conditions relating to member opt-out, re-enrolment and members ‘Saving Suspension’ periods 
i) Options available at the income draw-down/pay-out phase.  

 
 

CIPD Ireland believes the strawman does not adequately address the following: 

 The options available at the income draw down phase. This will be faced early by, and of 
particular concern to, an older cohort. For some individuals who may join AE in 2022 in their late 
50s, they need to understand what draw-down support will be in place for them in less than 10 
years’ time.  The current approach recognises the need to simplify and nudge people into good 
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decisions when enrolling, and the same supports and consideration has to be put in place when 
people face difficult decisions about managing their pension pot at draw-down.  

 

 The implications and pathways for those who currently have pension contributions of less 
than 14% in total, and/or who wish to transfer to a lower cost State pension model need 
further development.  The pension administration charges proposed are substantially less than 
other pension products and will be attractive to many with PRSAs and personal pension 
products. While the Strawman acknowledges the likelihood of consolidation in the marketplace, 
the key pathways to move to join the new State AE scheme from a DC scheme have to be 
mapped out. A person with a contributory pension under the current tax regulations should be 
easily able to evaluate the cost/benefit of switching. Administrative difficulties and historical tax 
structures should not be the restricting factor.  
 
Employers with current DC schemes and an employer pension contribution of less than 7% 
should be given a time frame til 2028 to increase their contribution rate to 7%. Similarly the 
pathways and implications for employee contributions where less than 7%, need to be drawn 
out. 
 

 The introduction of auto enrolment, while the right thing to do in Ireland, will have an 
immediate financial impact on both business and employees. We await the outcome of the ESRI 
impact analysis.  In order to recognise both the payroll burden on employers and the risk of 
minimal pay increase that many employees will face, additional tax benefits should be assessed 
to off-set the pension cost burden where possible. 
 

 A communication work stream focused on future savings is key to success and needs to be 
built in at this early stage of the process. Language and terminology to be used should focus on 
saving for your future and looking after family and community, as the language of pensions does 
not connect with the target audience for auto enrolment. For an auto enrolment system, its 
introduction is likely to be seen as an additional ‘tax’ no matter what the contribution rate is.   
 

 Employers also need to be encouraged to promote engagement on pensions. 2017 UK research* 
identified that employers appear to underestimate the importance of workplace pensions to 
employees. For relatively younger people, who will struggle to afford it, actions to encourage 
early engagement should be supported and sold as a compelling narrative. A full component of 
the Strawman has to be a dedicated focus to the communicating and promoting of the value of 
this.  
 
This stream should also recognise and detail the high level of employer supports to manage the 
process – especially for SMEs. 
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CIPD Ireland Research on pay trends in Ireland 2018 

The 2018 Private sector pay survey from CIPD and IRN found that organisations will continue to flex 
their approach to pay and benefits in 2018 to respond to the dynamics of a challenging labour market.  

It is generally accepted that Ireland’s national pension coverage is unsustainable and is due an overhaul. 
Most of the 500 HR professionals in the 2018 CIPD/IRN survey believed that the pension system should 
be reformed. An over whelming 80% supported the introduction of a pension auto enrolment system, 
while 81% and 77% support employee and employer contributions respectively. Four in five, 81%, of the 
organisations surveyed already made a contribution to employee pensions, and among those that do 
not, 44% believed that introducing auto-enrolment will affect the level of pay increase in their 
organisation. Decisions makers need to take account of this impact. 

 

CIPD / IRN Private Sector pay survey 2018 
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Pensions as a workplace benefit research report (2017) 

Key findings showing the challenges and opportunities presented 

 

https://thepeoplespension.co.uk/wp-content/uploads/2017/10/Pensions-as-a-workplace-benefit-
research-report.pdf  
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CIPD Ireland response to the auto enrolment strawman  
 
A. The preferred operational structure and governance of the AE system 
 
CIPD Ireland supports a framework that is based on, as the strawman document suggests, “economies 
of scale, ensuring a quality assured service, low charges and a greater portability” where the pot follows 
the member. CIPD Ireland has a number of observations: 

 Total contributions of 14% (currently set as the market norm) will start to address pension 
inadequacy.  It is commonly recognised that many who think that they will have sufficient 
savings for their pension but are paying amounts less than this, will figure out too late that they 
do not have the pension they expected. This should be considered for the communications 
campaign. 

 CIPD Ireland recognises that if the Government adds €1 for every €3 from the employee, it will 
add to the pot. Under the current tax relief system, employers are known to have encouraged 
people to contribute 5% as it only costs them 3%.. 

 CIPD Ireland believe that the contributions should be based on base salary only.  Otherwise it 
will create a two tiered system and those on higher bonuses will cost companies more, and they 
may well be those who are already well remunerated. 

 CIPD Ireland believe that we need to be specific on the supports that will be available for 
employers to ensure not only compliance but their active support and engagement. 

 The payroll implications in 10 years’ time, 2028, for employers is significant. At 6%, an employee 
on €75,000 will cost an extra €4,500 per year, a significant burden especially for small 
employers. A parallel tax reduction should be explored, especially for small employers. CIPD 
insights show that such small employers will be unable to make pay increases, impacting 
employees ability to afford pension contributions.  

 
 

B. Whether the preferred overall AE structure for member choice should be  
a. Option A – Open to all providers (subject to satisfying specified standards) 
b. Delivered using a small number of AE ‘Registered Providers’ selected by tender process 

 

CIPD Ireland recommends that the overall AE structure is made as easy and accessible for 
employees and employers. A structure that is delivered by a small number of providers is 
preferable to having many suppliers.  This will make understanding and decision-making 
significantly easier for both employers and employees. An agency such as the CPA will be 
necessary, particular to minimise the administrative burden on small employers with minimal 
pension/payroll expertise. 
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The current wide range of providers in the marketplace has not contributed to increasing 
national private pension coverage. Employers will be asked to provide guidance (regardless of 
legislation) about using certain providers and this can lead to expensive consultative support.  
CIPD Ireland would like to see the options for the State to run the Central Processing Authority 
and managing the Savings Fund mapped out in more detail, with a comparison to using a small 
number of registered providers. If the Registered Provider route is chosen, contracts should be 
for 7 to 10 years, as systems / process set-up will be extensive. 

Figures presented by the industry commonly portray returns of 5% or 6% pa on pension savings 
(see Irish Times on 26 Oct 2018) and this gives a false sense of comfort to those saving/investing.  
Better transparency and real examples of current return rates should be a basic requirement for 
all pension providers.  

The fundamental principles are that there are required minimum, but high standards, low costs 
driven by scale, and ongoing monitoring by the CPA. Also key is a life styling approach to 
investments which automatically de-risk closer to retirement – increasing the simplicity for the 
member. 

The current set of proposals need to be expanded to cover the governance and investment 
approach for the Savings fund, as both adequate returns and strong governance need to be built 
into the process from the start. It would also be helpful to understand more about the workings 
of the CPA and how it will be staffed, skills and competencies and how it will be governed. 
 

C. The means by which enrolled members who elect not to exercise choice will be 
allocated to a default fund 

 
A small number of standard investment options which have demonstrated the required 
standards will be necessary to de-risk each employee’s decision making. While random/rotating 
between the funds sounds equitable, ongoing analysis by the CPA may show that, in terms of 
cost and return on investment, one fund out-performs others.  There should be scope to share 
this information and move to a more selective approach. 

 
D. The target membership – i.e. who exactly will be auto enrolled 

 
The Department’s figures on income replacement indicate that those earning over €20,000 will 
be most in need of additional pension payments above the State pension payment in terms of 
income  replacement. In principle this figure, at the point where no tax is incurred, makes sense. 
There are a couple of implications to be further considered: 
 Women and minority groups are generally on lower rates of pay and hence the new AE 

system may confound current inequalities as fewer of them will be covered and their 
contributions will be lower (based on lower pay). This will be further exasperated by the fact 
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that more women than men work part-time, and if their annual income is less than €20,000, 
they may be excluded. 

 More women / parents / carers considering returning to work or evaluating the income / 
cost of working and paying for (child)care, could choose to remain out of the labour market 
due to the additional pension costs to be incurred, particularly in view of high (child) care 
costs. 

 Where employees move from a salary near €19,500 to over €20,000, they will face a 
significant extra cost of €1,200 in pension contributions (@6%), and could earn less as a 
result of a pay increase. This will create significant additional pressure on payroll costs of 
employers and result in refusal of promotion (eg for a part-time worker).  

 €75,000 appears a reasonable end point for employer contributions, though we await the 
ESRI report on the economic implications of such a high figure on both employers and 
employees.  

 A multi-facet information campaign to maximise coverage and contributions should be used 
to extend participation and contributions from the targeted membership, and should focus 
on the value of having a pension, not compliance.  

 

E. The contribution rates that may be required of employees and employers 
 

In one way, it’s never too early to start contributing to a pension, however we recognise the 
fluctuating participation and earnings of people below 23 in the labour market. With little 
continuity, low pay and high pension set-up costs, we recognise using this as a starting point 
makes sense. However the scheme should be promoted to all those in employment, even if 
under this age, and pension contributions should start from the beginning of employment. 
 
 Related, at the other end of the scale, we fail to see why the process should run until age 60 
and then stop when benefits will be drawn down in line with the state pension age, age 68 by 
2028.  Normal retirement may move out to be even later.  This is probably the time that the 
person is earning most and the last few years, if managed properly (within a lifestyle option) can 
contribute greatly to the person’s pension pot. Age 60 seems too young to remove the 
requirement to make contributions, as employees should be encouraged to contribute until 
retirement age.  CIPD Ireland wants to distinguish the age for joining auto enrolment for the first 
time and the age for being no longer being covered by it.  We consider that age 60 is about right 
as the age up until which people are required to join the scheme. However we do not believe 
there should by an end-point age restriction set, for either employer, employee or State 
contributions.  

 
While the compulsory nature of the scheme may have age boundaries, the set up and ending of 
the scheme should be positioned as on joining and leaving the labour market. So the promotion 
and communication should encourage all employees to join and all employers to support, 
regardless of age, and not be reliant on the legal limits. 
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Where income comes from more than one source of employment, quite a number of employees 
in Ireland, a solution is needed to address the accumulation of income in any one year, rather 
than in each separate employment.  If total income is not considered, many employees who do 
not hit €20,000 salary in a single employment but do over a number of employments will miss 
out, in terms of contributions from employers, the State and their own contribution. 

Where employees outside the age boundaries decide to opt-in to the scheme, the employer and 
State should be required to make matching contributions. However we think, that while it might 
be encouraged, employers should not be required to contribute matching contributions when 
salary goes above the upper income limit. 
 
In addition, we are aware of the complex range of situations that will arise during a person’s 
working life that will need to be modelled for auto enrolment.  For example, maternity leave, 
adoptive leave may be topped up to some extent by the employer, but the rules around how 
this is treated for auto enrolment will need to be clear and fair.  
 
We consider that those not in the labour market, such as carers and homemakers, would ideally 
be eligible to opt-in and possibly receive a great State contribution in the absence of an 
employer contribution.  CIPD proposes that a range of different scenarios be scoped out, so that 
the implications of different options across these can be fully evaluated.  

 
F. The financial incentives that may be provided by the State 

 

The current proposal of €1 for €3 the employee contributes is simple and straightforward and 
would demonstrate the State’s contribution to our looming pension crises.  However more work 
needs to be done to amalgamate this proposed approach with the current tax relief/credit 
system.  

While the Strawman acknowledges the likelihood of consolidation of schemes in the 
marketplace, the key pathways to move to join the new State AE scheme have to be mapped 
out. Then a person with a contributory pension under the current tax regulations should be 
easily able to engage with the new AE system and evaluate the cost/benefit of switching. 
Administrative difficulties should not be the restricting factor. 

Many individuals and self-employed with DC pension schemes are likely to be saving at a much 
lower rate than 14% a year. The consequences for this cohort need to be evaluated and mapped 
out. The implications for schemes where contributions are less have to be considered, as these 
employees remain vulnerable to having inadequate pension coverage when they retire. It is 
common for both employers and employees to contribute less than 5% each, and the 
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expectation that these contributions would raise has significant implications. These need to be 
addressed.  

 

G. The range of savings products/investment options and providers available to 
members 
 

See point B. 
 

H. Conditions relating to member opt-out, re-enrolment and members ‘Saving 
Suspension’ periods. 

 
An opt-out for a set period should be permissible at the start of an employee’s AE journey. The 
current proposal of auto enrolment on employment commencement and an opt-out window in 
the first year sounds reasonable. 
 
We agree that members should be automatically re-enrolled after 3 years. However the 
proposal to return the employees’ monies to them may increase the attractiveness of this 
option, and consideration should be given to holding the pot for a specified number of years to 
see if they are active in the Irish labour market  and re-enrolled. 
 
In the UK, the 2017 Employers’ Pension Provision Survey (EPP 2017) found that the average opt-
out rate was 9%, the same as the previous survey (EPP 2015). Opt-out rates were higher for 
small and micro employers (an average of 12% and 10% respectively) than for medium and large 
employers (an average of 9% and 8% respectively). We would anticipate a similar pattern in 
Ireland. 
 
There is no doubt that there will be periods of financial pressure in employee’s lives where a 
saving suspension would be appropriate. This should be tightly controlled by the CPA under 
specified restrictive conditions.  There should be a financial evaluation and then conditions 
attached such as the holiday period cannot last more than 3 years and then the person will be 
re-enrolled, and the suspension period can only be sought on a future occasion after a number 
of years of contributions. 
 

Research by the CBI / AEGon in the UK found in 2018 found that  employees needed  supports to 
manage saving alongside living costs and debts in order to reduce the risk of having to divert 
money away from their pensions due to other financial priorities. Amongst employers, many did 
not have company resources within their business to communicate effectively with employees 
about pensions, and were uncertain about where to find high-quality advice for staff. These 
advice tools need to be fully integrated into the launch of auto enrolment in Ireland. 
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I. Options available at the income draw-down/pay-out phase 
 

Registered Providers should provide a standard range of investment/ draw-down options and 
members be provided with limited options in allocating their accumulated fund. Significantly more 
detail needs to be provided on how this will work and the supports that will be available for 
individual decision-making.  This draw-down phase will not be a long time away for some 
individuals, eg those in their 50s, when auto enrolment starts. The options faced can make decision-
making difficult so tools to simplify and support this are required. 

 

As the State pension age increases to 68, consideration should be given to allowing employees 
access to their pension fund at an earlier point, eg 65. Circumstances, such as ill-health could 
indicate a need for early retirement and sign-post a shorter life-span. 
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