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Automatic Enrolment - Submission 

Executive Summary 

Automatic enrolment is a key measure to increase pension coverage in the private sector.  Fianna 

Fáil has long called for a system to be set whereby people are automatically enrolled in a pension 

and where they have the ability to opt out rather than the current pension system of opting in. 

This submission focuses on the Strawman proposal as outlined by the Department of Employment 

Affairs and Social Protection.  In addition this submission looks at areas that are not directly related 

to the Strawman proposal but are key to increasing coverage for private sector workers. 

Summary of submission: 

 The State Pension is the cornerstone of pension coverage in Ireland and a state pension at 

35 per cent of the average weekly wage must be maintained; 

 Tax relief on existing pensions must be maintained; 

 Private pensions must be protected; 

 Private pensions must be simplified;  

 First time home buyers should have option to opt out while saving for first home; 

 The opt out mechanism must be reviewed; 

 The proposal to use four private pension operators must be reviewed. 
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Introduction 

The current pension provision system in Ireland involves the State pension, the public service 

pension and private pension schemes.  Private pension schemes are either run by the employer or 

entirely separate from the employer such as is the case with Personal Retirement Savings Accounts 

(PRSAs).   

Currently around 60 per cent of private sector workers are without pension provision and so if this is 

maintained will rely solely on the State pension.  To date a lot of commentary has been dedicated on 

automatic enrolment or other such tools to increase pension coverage in the private sector. 

Fianna Fáil believes that the bedrock of pension provision is the State pension and this must be 

maintained in order to care for our elderly citizens.  Any policy to deal with pension coverage should 

complement and not replace the State pension. 

Currently, every employer needs to offer a pension scheme to their employees.  For larger 

employers this could involve a company pension scheme and for smaller employers Personal 

Retirement Savings Accounts (PRSAs) and other such products can be offered. 

Among the key elements that deter people from investing in their pensions is the fact that pensions 

are often seen as complex investments, with hidden costs and uncertain outcomes.  In many cases 

this perception is well justified.   

For example with defined contribution schemes nobody can inform a worker with any degree of 

certainty what they will receive in say 20 years when they retire.  Add to this the uncertainty 

surrounding the taxation of contributions, the taxation of early withdrawals and the taxation on 

withdrawals when the person has reached the pension age.  

It also must be said that people’s confidence in private pensions was completely undermined by Fine 

Gael’s shameless pension levy which raided people’s hard earned savings.  People who were doing 

the right thing were punished and as a result faith in private pensions has never recovered.  

In other cases employers are simply not offering or advertising the fact that PRSAs are available to 

their staff.  Of course another major reason for people not investing in their pension is that they 

have alternative uses for their money.   
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Perhaps someone wishes to invest their money in alternative investments, perhaps they wish to 

invest in a new business or perhaps they wish to save for a new house.  Fianna Fáil believes that the 

State should not stand in people’s way in this regard and force them into investing in their pension. 

Many people have alternative ways of providing for their retirement and when they wish to pursue 

alternative methods they should not be discouraged from doing so. 

For people investing in PRSAs, scale is definitely an issue.  PRSAs were designed to provide pension 

instruments for people whose employers did not provide a company pension scheme.  However, if a 

worker invests a small amount each month the cost of the PRSA will outweigh any significant 

benefits that will accrue in retirement.   Management costs and the amount of money invested each 

week or month are key determinants to whether a PRSA will offer adequate retirement benefits. 
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Automatic Enrolment – the Strawman proposal 

Broad outline 

 Implementation of an Automatic Enrolment retirement savings system will begin by 2022; 

 Automatic Enrolment will supplement the State pension and complement existing private 

pension provision; 

 Automatic Enrolment will be earnings related where employees will retain the freedom to opt 

out; 

 Automatic Enrolment will be run on a Defined Contribution basis; 

 Employees, employers and the State will each contribute to the member’s account. 

 

Administrative 

 A new ‘Central Processing Authority’ (CPA) which will be responsible for contracting and 

licencing a small number of private sector AE ‘Registered Providers’.  

 There will be a limited number of AE Registered Providers. 

 The AE Registered Providers would provide options on a Defined Contribution.  

 The CPA will act as a contribution ‘clearing house’ in collecting contributions from employers via 

payroll and remitting them to the providers.  

 A web-based CPA Portal will be provided to allow employees, and other members, to access and 

select from the available saving scheme options which will be presented in a readily comparable 

manner.  

 Providers will be required to deliver services to those who can ‘opt-in’ to the system.  

 

Employers 

 Employers will be required to enrol employees and organise the remittance of contributions to 

the CPA.  

 Employers will match the member’s contributions up to an eventual maximum of 6% (up to a 

ceiling of €75,000).  

 Employer contributions will continue to be deductible for corporation tax purposes.  

 Failure of the employer to enrol, deduct and remit contributions as required will be subject to 

administrative penalty initially and to prosecution as a criminal offence if sustained. 
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Pension Providers 

 Existing customers of pension providers will not be enrolled in the AE system (but may opt-in if 

they so choose).  

 Private pension providers will be invited to tender to become an AE Registered Provider.  

 A shortlist of up to four AE Registered Providers will be selected to deliver services to members. 

 Each provider will have to provide different investment profiles:  

o Low risk (e.g. an appropriate mix of Government bonds, blue chip private bonds and 

stock market index funds) – this would serve as the default fund for each provider.  

o Moderate risk (e.g. investment portfolio involving a mix of Government bonds, blue-chip 

equities and property).  

o Medium risk (e.g. predominately equities). 

 Enrolled employees will be asked to select from the range of provider and fund options 

available.  

 Registration for private providers will cover a period of c. 5 to 10 years, at which time a new 

tender competition will be held.  

Providers who are not successful in retaining their place following any tender process will transfer 

member accounts to existing or incoming providers. 

Employees 

 Employees, aged between 23 and 60, earning over €20,000 per annum and not already 

contributing to supplementary pensions, will be automatically enrolled. 

 Those earning under €20,000 per annum and those employees aged under 23 and over 60 will 

be able to ‘opt in’.  

 Employees will be free to opt-out of the system at the end of a minimum membership period 

(during the 7th and 8th month of membership).  

 Employees/members will be free to choose from a range of retirement savings options. 

 Where employees do not choose a preferred provider or fund, their contributions will be 

allocated to the default fund of one of the AE Registered Providers on a carousel basis.  

 Employees will initially contribute a minimum of 1% of gross earnings. 

 The member’s minimum contributions will be increased on a phased basis as the AE system is 

rolled out (1% from the system’s launch in 2022, increasing annually by 1% up to 6% from the 

beginning of year 6). Those enrolled in the AE system in the years after 2022 will do so at the 

prevailing contribution rate applicable at that time i.e. in 2024 all members, including new 

entrants, would make 3% contributions.  
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 The State will provide an incentive equivalent to €1 for every €3 saved by the member.  

 AE Registered Providers will deliver services on a Defined Contribution basis.  

 Benefit draw-down will also be linked to the State pension age.  

 Members will be able to draw-down their funds as a lump sum, annuity or other approved 

retirement products in line with pension and taxation law prevailing at the time of retirement.  

 Administrative fees for all fund options will be minimised through the use of a CPA with a 

maximum annual management charge of c. 0.5% of assets under management.  

 Member account portability between employments will be facilitated by a ‘pot-follows-member’ 

approach.  

 Self-employed people and employees outside the age and earnings band thresholds designated 

for automatic enrolment will be able to opt-in.  
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State Pension 

The State Pension is the cornerstone of pension provision in Ireland.  For many it is their 

only source of income in retirement. It acts as a bulwark against poverty and is an 

acknowledgement of the contribution that older people have made to our society. As a 

Party we are committed to protecting the State pension in order to ensure that older people 

have sufficient income and a decent standard of living in retirement.  

While protecting the State Pension is key priority for Fianna Fáil we are acutely cognisant 

that reform is required. There is a clear need to plan for demographic changes and 

increased life expectancy. Furthermore, reform is needed in order to address the anomalies 

that currently exist in accessing the State Pension.  

Fianna Fáil is committed to maintaining the state pension at 35 per cent of the average 

weekly wage. 

The move towards the Total Contributions Approach and ultimately an auto-enrolment 

system is by and large welcome but it is regrettable that after almost 8 years in Government 

Fine Gael have slow to devise and deliver on a pension system that is secure, fair and 

straightforward.  

At present women in particular are still affected by the marriage bar and their years outside 

of workforce due to caring duties. This situation was exacerbated in 2012 when the Fine 

Gael/Labour Government introduced changes to the pension system which denied many 

people and women in particular their entitlement to a full state pension.  

We acknowledge that the Government is in the process of addressing some of the 

anomalies created by the 2012 changes but that particular situation demonstrates that 

careful and considered analysis must be undertaken to ensure that new reforms do not give 

rise to new anomalies.  

Moreover, going forward it is imperative that the State recognises in its policies and in its 

actions that the concept of work is broader than paid employment alone. As a society we 

should value those who provide caring duties in the home and this must be recognised in 

any future pension system. 
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The State pension system must continue to be a key element of pension provision in Ireland. 

As a society it is important that a basic level of income is provided for people when they 

reach retirement but it must go hand and hand with the State and employers supporting 

people to save for their own retirement.  

Only 35% of people in the private sector have private pensions. Such a low level of coverage 

is not sustainable Therefore the Government should adopt a dual approach of safeguarding 

and maintaining an adequate the State Pension in line with introducing an auto-enrolment 

pension system.  
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Tax Relief on Contributions 

Under the Strawman proposal instead of the State offering relief on the contributions, the 

State will be contributing itself into the individual’s pension pot.  This is to be welcomed.  

However, it must not come at the cost of a worker who is currently investing their earnings 

in a pension. 

A worker who is earning above the standard rate tax band is paying 40 per cent on every 

extra €1 earned in income tax only.  When they make contributions, they get relief at the 

marginal rate. 

This is system was designed to reward people for investing in their pension.  Such a relief for 

existing occupational pensions and PRSA’s should be maintained as it is a critical ingredient 

in existing pension policy. 

It should also be maintained on purely fairness grounds.  For example, if there are two 

individuals earning €50,000 a year, one individual invests in their pension and gets relief and 

the other individual does not through lack of urgency.   

With the Strawman proposal we are targeting the second individual.  It would be grossly 

unfair to penalise the first individual for taking the responsible course in order to pay for the 

second individual who has not bothered to invest in a pension. 

The marginal relief should be maintained for every private pension outside the automatic 

enrolment proposal.  It must also be noted that protections are already in place to prevent 

people earning large salaries from getting full marginal tax relief.  These protections can be 

adjusted to better target middle income earners and those on high but not excessively high 

incomes. 
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Protecting Private Pensions 

In 2011 Fine Gael introduced a levy on all private pension schemes in the country.  In a time when 

we were trying to encourage participation in pension coverage this was an extremely short sighted 

decision. 

0.6 per cent of asset value was charged on each private pension and it was set to run until for 4 

years.  Despite promising to remove it in 2014 the then Minister for Finance Michael Noonan 

decided to extend it even further. 

In 2014 the levy was increased by 0.15 per cent to 0.75 per cent and in 2015 it was applied at 0.15 

per cent.  In total €2.39 billion was taken out of private pensions over this period.  Fianna Fáil 

opposed this tax from the beginning and we can see now the consequences with such low pension 

coverage in the private sector. 

People’s confidence in private pensions was completely undermined by Fine Gael policy of raiding 

pensions through the pension levy.  This confidence has never really recovered as a result.  It is a bit 

rich for Fine Gael now to be lecturing to people who are not saving for their retirement given their 

track record on the issue. 

Fianna Fáil believes that people should be encouraged to have a pension and that government 

should not be discouraging such behaviour by raiding private pension funds. 
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Simplifying Private Pensions 

Among the key elements that deter people from investing in their pensions is the fact that pensions 

are often seen as complex investments, with hidden costs and uncertain outcomes.  In many cases 

this perception is well justified.  For example with defined contribution schemes nobody can inform 

a worker with any degree of certainty what they will receive in say 20 years when they retire. 

Add to this the exceedingly complex nature of the tax environment surrounding pensions and it is 

little wonder why people choose to turn away the opportunity to invest even when the employer is 

helping them. 

There are complex rules surrounding the contributions an individual makes, there are complex rules 

surrounding the early withdrawal of funds from a pension and there are complex rules on 

withdrawing funds upon retirement. 

People simply do not know what they are investing in and how much they will receive at the end of 

the day. 

This is even more complicated when one considers inheritance.  People do not have a clear 

understanding of how a pension is distributed upon death.  All this leads to people being very wary 

and reluctant to invest in a pension. 

Fianna Fáil believes that not enough is being done to clear up and simplify private pensions.  This 

should be the first port of call in increasing private pension take up. 
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First Time Home Buyers 

The Strawman proposal fails to mention first time home buyers at all.  This is a serious failing.  For 

seven months an individual is forced to enter this automatic enrolment pension scheme and then if 

they miss the opt out window are stuck in it. 

For somebody saving for a deposit on their first home in particular, it makes no sense to be investing 

in a pension until they have purchased that home.  The Strawman proposal will simply pile on more 

pressure to people doing their level best to get on the housing ladder. 

It must be acknowledged that home ownership is a vital source of protection as people approach 

retirement.  If somebody reaches retirement and their mortgage is paid off then this is a huge 

support for that person and that cannot be underestimated. 

The Strawman proposal should be refined to cater for this cohort. Indeed, it could be argued that 

people wishing to upscale as they are starting family should also be catered for in the Strawman 

proposal.   

Mechanisms have been put in place in other countries to cater for this.  In some cases an individual 

is able to extract a portion of their pension to buy a first time home.  This could be worked whereby 

the employer’s and the State’s contributions are left alone. 

In other cases an individual is effectively able to borrow from their pension to buy a first time home.  

Then once that is achieved the individual can start a process of paying that loan back into their 

pension. 

Fianna Fáil believes that a mechanism to cater for home buyers should be worked into the Strawman 

proposal. 
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The Opt Out Mechanism 

The Strawman proposal is applicable to those between 23 and 60 and who are earning over €20,000.  

People outside these parameters can opt in to this new scheme.  For those in existing private 

pensions it would appear that they can opt in also. 

Workers between 23 and 60 and earning over €20,000 and who are not in an existing pension are 

automatically enrolled in this pension proposal for six months. 

Then at the end of the minimum membership period a worker has two months to opt-out.  The 

intension of this aspect of the proposal is sound.  However, it does not recognise the complexity of 

modern life.   

Two months in the greater scheme of things is not a long time when one considers the busy nature 

of working and managing a family.  It would be preferable to increase this window to about three 

months.  This would give individuals enough time to fully assess their options. 

Also it is not entirely clear why somebody cannot opt out after the initial opt out window.  This 

appears to be contrary to the notion of an opt out mechanism. 

If for example after the opt out window an employee is offered by their employer a defined benefit 

scheme it is not clear from the current proposal how an individual can cease contributing to the 

automatic enrolment policy and start contributing to the better defined benefit scheme. 

This certainly needs to be considered as many people will likely opt out if they are not offered a level 

of flexibility they require. 
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Using Private or Public Pension providers 

The Strawman proposal as it is currently constructed establishes a Central Processing Agency or CPA.  

The CPA seems to be charged with managing the logistics of receiving contributions from employees, 

employers and the State and giving them to the relevant private pension company to manage the 

funds. 

It is proposed that the CPA will basically tender for companies to be able to provide the pension 

services that are required once the contributions are collected.  There will be a maximum of four 

companies that will be able to provide these services at any one time. 

There are serious concerns that the State will be setting up a system the will reward a small number 

of private pension operators for an extensive period of time.  It is entirely likely outside operators 

will be prevented from challenging the incumbent four companies in the future. 

This over time could lead to a deterioration of standards for customers as there will be a lack of any 

real competition.  It is also worth noting whether the current proposal will be deemed State Aid 

under European rules. 

The option of allowing every pension operator to get licensed to run automatic enrolment should be 

explored.  It should also be explored whether a fully public model would turn out to be better in the 

long run.   

The CPA could take in contributions and the National Treasury Management Agency could be 

charged with managing the Pension Fund for the members.   

The predecessor to the Ireland Strategic Investment Fund (ISIF) was the National Pension Reserve 

Fund (NPRF) and existed until the financial crisis to deal with the potential for pension shortfall in 

the future. 

While this scheme was not established on a contribution basis it can shed light on how that fund 

worked and how it performed against similar pension funds.  Up until the NPRF was used to bail out 

the banks it performed significantly better than other schemes and so it would be expected that a 

similar contribution based fund would also perform satisfactorily and would do so at a fraction of the 

cost. 

In 2016 the discretionary fund in ISIF (portion not invested in Irish banks) made a return of 2.9 per 

cent at a time when asset prices and returns are very low.  Operating expenses of the discretionary 
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fund amounted to €26 million in 2016 which amounts to 0.32 per cent of assets.  The size of a 

National Pension Fund would be substantially larger meaning the operating costs as a percentage of 

assets could even be lower. 

In the UK as part of the roll out of auto-enrolment the National Employment Savings Trust was 

established.  This is a multi-employer pension scheme.  It currently has around 4.5 million members, 

58 per cent of whom are under 30 years of age with median member income around £18,200.  

Around 327,000 employers have signed up to NEST and there is currently around £1.7 billion in 

assets. 

As NEST is in its infancy, its performance is difficult to ascertain but it does serve to show that such a 

scheme with a large number of participants can be established. 
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Conclusion 

The bedrock of any pension policy is a fully funded State pension.  It is clear however that a 

State pension will not be sufficient to meet the needs of an aging population.  Currently 

around 60 per cent of workers have no pension coverage beyond the State pension.  This 

must change.  A greater drive needs to be made to simplify the pension process in Ireland.   

The State must never again raid private pensions in the way that Fine Gael did in 2011 and 

again in 2014.  This completely undermined people’s confidence in private pensions. 

Automatic enrolment will be a key feature if pension coverage is going to be expanded to 

more people.  Evidence has shown that people often fail to sign up to pensions simply out of 

apathy and inertia. 

It is crucial that we get more people saving for their pension now.  If this is not achieved we 

will continue to see greater poverty in retirement as our population ages. 


