
 

  

  

Response to the 

consultation on an 

Automatic Enrolment 

Savings System for 

Ireland 
 

November 2018 



Ibec’s main business sectors are:  

Alcohol Beverage Federation of Ireland  

Audiovisual Federation 

Financial Services Ireland  

Food Drink Ireland  

Property Industry Ireland 

Building Materials Federation 

Technology Ireland 

Telecommunications and Internet Federation  

Manufacturing Ireland 

Medtech & Engineering 

Biopharmachem Ireland  

Retail Ireland  

Small Firms Association  



1 

Key recommendations 

Recommendation 1 - The success of the auto enrolment (AE) scheme will depend on achieving the 

correct balance between employees developing a savings habit and income adequacy in retirement. 

In the early stages, the balance should be firmly directed towards developing a savings habit. 

Therefore, minimal opt-out rates should be the key success determinant for the AE project.  

Recommendation 2– Minimum AE employee and employer contribution rates should be set at 1% 

for the first three years, 2% in year four and 3% in year five. The maximum contribution of 3% after 

five years should followed by a review. Employers should match employee contribution rates only 

during the five year introductory phase. 

Recommendation 3 - Employees that already have access to an occupational retirement savings 

plan, where the employer is contributing more than the AE minimum, should not form part of the 

target membership. Employers offering these occupational schemes should be exempt from 

participating in AE. 

Recommendation 4 -There should be a minimum waiting period of six months before employees are 

automatically enrolled into the AE system 

Recommendation 5 – The scheme should only be introduced in the event of clear economic criteria 

being met. In the event of an economic shock, the introductory phase should be paused. The 

Government must also ensure that enterprises do not face any regulatory, labour cost or tax 

increases during the establishment of the new system. 

Recommendation 6 - The proposal that, in the event of an employee opt-out, employer 

contributions will be transferred to the Central Processing Authority as a contribution to its 

administrative costs should be immediately withdrawn. 

Recommendation 7 – Government should proceed to deliver on its objective of developing an 

organisational framework ensuring a quality assured service, low charges, and greater account 

portability where the pot follows the member. The Revenue Commissioners should be given 

responsibility for the scheme’s administration. 

Recommendation 8 – Current and new employees aged between 23 and 60 years and earning 

€25,000 or above per annum should be automatically enrolled into the proposed retirement saving 

scheme, while employees outside these thresholds should be able to opt-in to the system. 

Recommendation 9 – The upper earnings limit above which employers will not be required to 

contribute should be set at €50,000 per annum. 

Recommendation 10 -Government should stage the dates at which companies will become subject 

to the AE system. Smaller businesses are less likely to provide occupational pension provision for 

employees, and will need longer to prepare and budget for the changes. 

Recommendation 11 – Pension contribution incentives should be 'product' neutral across all 

pension structures. Therefore, Government should not proceed with the proposed AE bonus-top-up 

and should, instead, work with the pensions’ industry and employers on a communications strategy 

to present the benefits of pensions tax relief to employees in an easily understood format. 

Recommendation 12 – Self-employed people should be able to opt into the system and an opt-in 

facility should also be considered for those outside the paid workforce  

Recommendation 13 – Government should develop an engagement strategy which develops a 

strong sense of long-term personal ownership of pension savings and a greater trust in the system.   
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Introduction 

Ibec welcomes the publication of the Government’s ‘Strawman’ consultation process for an 

automatic enrolment (AE) retirement savings system. With just 35% of private sector workers having 

supplementary pension coverage, Ireland’s record is demonstrably poor. In recent years our 

favourable demographics, when compared to most developed countries, haves allowed us to put 

our pensions problems on the long finger while we attended to a now recovering economy. This 

grace period is now, however, coming to an end. If this issue remains unresolved into the medium 

term it risks doing serious damage to our consumer economy leaving a generation with substandard 

pensions coverage and an unsustainable bill for the State. Therefore, Ibec welcomes publication of 

the so-called ‘Strawman’ as a move in the right direction. While we have serious concerns on some 

of the detail of the proposals, the parameters of the consultations and the basic principles are 

sound. 

A new national approach is necessary if we are to combat widespread scepticism about long-term 

savings. This is especially true of lower earners, who have an incentive to maximise pay in the short-

term to the possible detriment of longer-term savings provision. The disincentive to save is 

compounded by the complexity of the pension system – many individuals have little idea how to 

negotiate their way towards better provision.  

A critical element of any solution will be personal ownership of pension savings by individuals. This 

will be necessary to create public confidence. Some of this confidence must be stimulated by system 

design and supervision, and some must be achieved by helping workers to become more self-reliant 

savers - whilst avoiding the need for them to make complex investment decisions. 

Therefore, we believe that it is worth re-stating the principless set out in Ibec’s 2015 submission1 to 

Government on the proposed universal retirement savings scheme. The scheme should: 

• encourage and educate individuals to take personal responsibility for their pension 

savings, 

• be a low cost, high coverage supplementary savings scheme for those on lower incomes 

and without access to an occupational or private pension arrangement, 

• supplement the existing public pension system , 

• provide certainty in terms of policy governance, for both employees and employers 

• be seen as equitable 

• be based on a simple regulatory framework that incentivises employers to comply. 

An AE system should not: 

• have negative and unintended consequences for growth and employment in some firms, 

particularly SMEs and businesses who operate on low margins 

• be a new burden on employers in the form of contributions to employees' pensions 

funds or compliance costs 

• be perceived as an additional tax by employees 

• provoke a longer-term shift away from tailored occupational provision  

• increase costs for many employers who already provide pensions, thereby forcing them 

to level down existing provision 

                                                           
1 https://www.ibec.ie/IBEC/DFB.nsf/vPages/Employment_issues~Policy_positions~universal-pensions-scheme-
06-05-2015?OpenDocument 
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Employer and employee contribution rates 

Recommendations 

• Minimum opt-out rates should be the key success determinant for the AE project.  

• Minimum AE employee and employer contribution rates should be set at 1% for the first three 

years, 2% in year four and 3% in year five. The maximum contribution of 3% after five years 

should be followed by a review.  

• Employers should match employee contribution rates only during the five year introductory 

phase. 

The initial success of the AE scheme will depend on achieving the correct balance between 

developing a savings habit and income adequacy in retirement. Ibec believes that in its early stages, 

the balance should be firmly directed towards developing savings habits. Debates about retirement 

income adequacy will be entirely hypothetical in the wake of significant opt-out by members facing a 

rapidly increasing pension bill.  

UK experience 

The OECD’s review2 of the Irish pension system states that it should be kept in mind that universal 

pension schemes in other jurisdictions were adopted in a “specific national economic, social and 

political settings”. As such although there are lessons to be learned from introduction and roll-out of 

such schemes in other jurisdictions there is no ‘off the shelf scheme’ which Ireland could introduce 

directly. Notwithstanding this, Ibec believes that there are important lessons from the UK, which 

recently published a review of its experience in introducing auto enrolment over the last six years3  

• Since automatic enrolment started in 2012 in the UK, workplace pension participation has 

increased among eligible employees from a low of 55 per cent in 2012 to 78 per cent in 2016. For 

the private sector this shift has been transformative; among eligible employees, participation has 

risen by over 31 percentage points since 2012 to 73 per cent of eligible employees in 2016. The 

greatest increases have been among those who have traditionally had least access to workplace 

pensions: the lowest earners; younger people and women. Workplace pension participation 

among eligible men and women has been equalised. Total annual contributions into workplace 

pensions are currently at a ten-year high of £87 billion in 2016. In 2018 the roll-out of automatic 

enrolment to employers will be completed and it is estimated that around 10 million people will 

be newly saving or saving more. 

A key design component behind the success of the UK system was the contribution levels and 

phasing in arrangements: 

Contribution rates Phasing 
Period  

Minimum employer 
contribution % of 

qualifying earnings 

Worker contribution 
% of qualifying 

earnings (including 
employee tax relief) 

Total Contribution % 
of qualifying earnings 

Oct 2012 to March 2018  1 1 2 

April 2018 to March 2019  2 3 5 

April 2019 onwards  3 5 8 

                                                           
2 https://www.welfare.ie/en/downloads/OECD-Review-of-the-Irish-Pensions-System.pdf 
3https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/668971/
automatic-enrolment-review-2017-maintaining-the-momentum.PDF 
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Therefore the UK adopted a pragmatic approach that required a modest minimum level of 

contributions for members initially joining AE, with a phased increase over a period of time. There 

was a recognition that while the system would not fully bridge their retirement savings gap, it will 

move people closer towards income replacement rates in retirement which are appropriate to them. 

While the UK government has acknowledged that it would be desirable to increase contributions 

beyond the statutory minimum of 8% of qualifying earnings, it has stopped short of making a policy 

change given the likely impact on opt-outs. Instead, it has focused on extending AE to those groups 

who are not covered such as the self-employed. 

Employee contribution rates 

Ibec supports the proposal that the minimum and employer and employee contribution rates for 

new members joining in the introduction phase will be set at a modest level of 1% employee and 1% 

employer contribution. However, in the light of the recent UK and other international experience, it 

is difficult to understand the Strawman proposal that employee and employer contribution rates 

could be auto escalated by 1% per annum thereafter to an ultimate target of 6% in year six.  

The consultation documents argues that when members are enrolled at a low default contribution 

rate, inertia may mean that many anchor their levels of default rate (often in the belief that their 

retirement needs are taken care of). Given our extremely low coverage rates, we can only begin to 

consider this challenge when AE is successfully established. The extremely rapid auto-escalation 

proposed will result in significant opt-out and defeat the whole purpose of the system. 

Therefore, Ibec recommends that minimum AE employee contribution rates should be set at 1% for 

the first three years, 2% in year four and 3% in year five. The maximum contribution of 3% after five 

years should followed by a review. Opt-out rates should be the key success determinant for AE 

project.  

The system should not incorporate a disregard whereby earnings are not subject to a contribution 

requirement. This introduces a unnecessary layer of complexity. 

 

Employer contribution rates 

Ibec members recognise that a secure and sustainable pensions regime is an essential part of a 

successful and dynamic economy. As major contributors to employees’ pensions, employers play a 

key role in providing pensions and ensuring that a significant part of the population has a decent 

income in retirement.  

Overall pension coverage varies significantly depending on the type of firm and worker and 

therefore new legislation will affect some more than others. It will have little impact on sectors and 

employees who are well covered in terms of pension provision, but it will represent a very significant 

challenge to be tackled for sectors and workers who up to now have very low participation rates for 

various reasons. Therefore cognisance needs to be taken of the potential impact on labour costs and 

consumption of any increase in pension contributions.  

While the Department of Employment Affairs and Social Protection is conducting a separate analysis 

of these impacts, this assessment must be extended to the impact of an employer contribution on 

business competitiveness in a very uncertain and rapidly changing international trading 

environment. For example, potential trade restrictions post-Brexit and the more preferable tax 
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treatment of SMEs in the UK raise the issue of the potential competitiveness impact of higher 

pension contributions on indigenous Irish companies. 

While Ibec accepts that an employer contribution is necessary to incentivise participation during the 

the establishment of the new system, it also strongly opposes any attempt to equalise employer and 

employee contributions beyond the introductory five year period. The UK has capped employer 

contributions at 3% in recognition of the peripheral costs employers must absorb with AE. 

 

Target membership 

Recommendations: 

• Employees that already have access to an occupational retirement savings plan, where the 

employer is contributing more than the AE minimum, should not form part of the target 

membership. Employers offering these occupational schemes should be exempt from 

participating in AE. 

• Current and new employees aged between 23 and 60 years and earning €25,000 or above per 

annum should be automatically enrolled into the proposed retirement saving scheme, while 

employees outside these thresholds should be able to opt into the system. 

• The upper earnings limit above which employers will not be required to contribute should be 

set at €50,000 per annum. 

• Self-employed people should be able to opt into the system and an opt-in facility should be 

considered for those outside of the paid workforce. 

Ibec supports the rationale and general parameters set out in the Strawman proposal in relation to 

the target membership. The new scheme should be an entry-level low cost savings vehicle for 

workers whose employer does not offer its  own scheme. Therefore, it is appropriate that thresholds 

based on annualised gross earnings and employee/member age should be used to determine who 

will be automatically enrolled. 

Impact on existing company schemes 

If designed and implemented effectively, AE will have a positive impact on those who do not have 

access to a retirement savings plan, but it may also have a wide-reaching impact on employers who 

already have occupational plans in place. Many Ibec members have existing occupational DC plans. 

Most of these plans will have higher contribution rates than the initial low rates that will be required 

for savers to remain enrolled by default in AE.  

We believe that existing occupational plans should be maintained and not weakened by the reforms, 

as many will be of a higher value to savers than the AE scheme, and the new scheme should not 

encourage a “race to the bottom”. AE should be an entry-level low-cost savings vehicle for workers 

whose employer does not offer its own arrangement. 

Therefore, we strongly recommend that employers already operating occupational retirement 

savings plans (where the employer is contributing more than the proposed AE minimum) are exempt 

from participating in AE.  Any employees that already have access to an occupational retirement 

savings plan would not form part of the target membership and would be free to join their 

employer’s plan. ‘Access’ is the key condition, as there are many people with access to occupational 

plans already who have chosen not to join the plan available to them. This could be viewed as 

individuals “opting out” of the plan they can choose to join. 
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Specific exclusions could be achieved by adopting a similar approach to UK automatic enrolment 

where employers can continue to use their existing occupational plan provided it counts as a 

‘qualifying plan’ and meets any additional criteria for the purposes of AE . Qualifying plans would 

meet Pensions Act and quality requirements, such as minimum employer contributions, in the 

context of AE. 

Earnings threshold 

As the consultation document points out, the two key considerations in setting the earnings trigger 

level are the affordability of contributions for people on very low incomes and the target retirement 

income that can be achieved by people in retirement. Ibec believes that an entry earning level 

should be put in place because low-income workers do not need to contribute to private pension 

plans, as they already have relatively high (at least 50%) replacement rates from the public pension 

scheme. We also support the objective set out in the Roadmap for Pensions Reform 2018-2023 to 

maintain the value of the State pension at 35% of economy-wide average earnings, and to link future 

increases in payment to changes in the consumer price index and wage levels.  

Therefore the AE system should be specifically targeted at ‘lower’ paid workers who require a 

supplementary retirement scheme to achieve a 50% replacement rate. The new scheme should also 

seek to limit the number of students and other young people taking on short term jobs that could be 

caught under the proposals. Therefore the entry threshold should be set at a salary of €25,000 per 

annum (approximately twice the value of the state pension).  

The most consistent single finding in Ibec surveys over the last 15 years has been the commitment of 

business leaders to offering good quality pensions where they can. As stated above, we still have a 

substantial level of private sector provision which should be preserved and not destabilised by the 

reforms, as existing pensions will usually be of a higher value than the new statutory minimum. 

Therefore, the new scheme should be an entry-level low cost savings vehicle and have an upper 

salary limit of €50,000 above which employers are not obliged to contribute.  

Employees outside these income thresholds should be provided with the option of ‘opting-in’ to the 

AE system. Any contributions in excess of minimum obligations could remain at the discretion of the 

employee and sponsoring employer. 

Age threshold 

The consultation document sets out a strong argument for an entry age threshold of 23 years. A key 

determinant in identifying a suitable age threshold for pension saving relates to typical ages at which 

people commence full-time careers and the data suggest that people are consciously delaying their 

entry into full-time permanent employment.  

From an employer perspective, the rate of churn between employments is an important 

consideration as it imposes a disproportionate administrative burden. Data indicate that the rate of 

churn attributed to each age rises steadily up to its peak at age 22. Given the increasing length of 

working lives, the 23 year old threshold also gives sufficient time to accumulate savings to fund a 

desired level of income in retirement. 

Self employed 

The consultation document points out that self-employed people make up about 16% of the working 

population and that only 30% of self -employed have supplementary pension coverage. Most other 

countries do not include the self-employed within their AE systems given the systemic challenges 
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with accommodating this group and the possibility of linking fixed contributions to the intrinsic 

variability in their weekly/monthly earnings. However, Ibec’s proposal that the Revenue 

Commissioners should be given responsibility for administration of the AE system (see section on 

administrative arrangements and organisational approach below) will help to address these issues. 

Therefore, we strongly support the proposal that self-employed people will be granted opt-in access 

to the AE system. 

 

Administrative arrangements and organisational approach  

Recommendations: 

• The AE scheme should be introduced two years after legislation is enacted and the necessary 

organisational structures are established. This is the minimum period within which companies 

can be expected to make the required administrative and labour cost adjustments. 

• Government should proceed to deliver on its objective of developing an organisational 

framework ensuring a quality assured service, low charges, and greater account portability 

where the pot follows the member. The Revenue Commissioners should be given responsibility 

for the scheme’s administration. 

• The scheme should only be introduced in the event of clear economic criteria being met. In the 

event of an economic shock, the introductory phase should be paused. The Government must 

also ensure that enterprises do not face any regulatory, labour cost or tax increases during the 

establishment of the new system. 

• The dates at which companies will become subject to the AE system should be staged according 

to company size. Smaller businesses are less likely to provide occupational pension provision 

for employees and will need longer to prepare and budget for the changes. 

• Government should develop an engagement strategy which develops a strong sense of long-

term personal ownership of pension savings and a greater trust in the system. 

 

Timetable for the rollout 

The introduction and roll-out of an AE scheme must have a clear roadmap. For many businesses the 

implementation of an auto-enrolment scheme will be a major undertaking both administratively and 

in assessing the impact on labour costs. The Government has set a target date of 2022 for 

implementation. Setting such a target in advance of the enactment of the legislation and the 

establishment of the required organisational structures takes no account of the political 

uncertainties and legislative timetables. The UK Government legislated for its reforms – with some 

modifications - in the Pensions Act 2008 and started phasing in the reforms from October 2012.  

Ibec is fully committed to the success of AE and sees no justification for slowing down the process 

unnecessarily. However, business requires certainty on the detail of the scheme before the rollout 

can commence. If it is not implemented effectively, this project could destabilise Ireland’s pensions 

and labour market environment for an extended period. Therefore, certainty around the 

implementation roadmap, the design of the scheme and its implications should be comprehensive 

from the outset. Ibec recommends that implementation should not commence until two years after 

the relevant legislation is enacted and the necessary administrative structures are established. 
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Government should also stage the dates at which companies will become subject to the AE system. 

Smaller businesses are less likely to provide occupational pension provision for employees and will 

need longer to prepare and budget for the changes. A steadier build-up of registrations will also put 

less strain on the system and help avoid teething issues. 

Economic impact 

The introduction of AE must also take account of the country’s economic situation. This is important 

from the point of view of firms, but also households. Business is facing a broad range of 

competitiveness pressures in the shape of increased taxes, infrastructure constraints, rising costs, 

and increasing uncertainty due to Brexit and the impact of growing trade protectionism on 

international markets. The introduction of AE would mimic the effect of an additional tax on both 

households and firms and, as such, should be rolled out at a time when it is affordable. This ideally 

requires a stable economic period for introduction to mitigate its impact. Therefore, its introduction 

should depend on agreed economic criteria. In the event of an economic shock, the introductory 

phase should also be paused. 

Before AE can be introduced, policy certainty must be given to firms in relation to additions to 

labour costs and employment regulation during the roll-out period. In recent years, government has 

introduced an untargeted and costly suite of initiatives which have added to firms’ labour costs. 

Many of these have added to uncertainty, increased costs and are a major barrier to acceptance of 

the introduction of an AE system. These include, but are not limited to, the pensions levy, changes to 

the PRSI treatment of pensions, two recent increases in employers’ PRSI and increases in the 

minimum wage, as well as increased employment regulation.  

Organisation framework 

Ibec supports the principles underpinning the organisational framework set out in the Strawman. 

We accept the rationale for a State-run administration system working with a small number of 

private providers. Given that a large proportion of the target population is lower and medium 

income earners, achieving low unit operating costs through scale is important.  

We also agree with a contract for service between the pension provider and the member. As 

outlined in the Strawman, all regulated communications relating to the member’s retirement savings 

account, including annual member benefit statements and other administrative material, should 

issue from the pension provider. Employees should be able to opt out of the scheme through a 

central online portal. 

However, due to our concerns about the potential for a new agency to generate significant costs and 

additional layers of complexity, Ibec does not believe that it is necessary to establish a new Central 

Processing Authority. The Revenue Commissioners have well-established expertise and experience in 

collecting both tax and social insurance contributions. We agree that the pot-follows-members 

approach would improve persistency in saving and increase members’ sense of ownership of their 

retirement savings. An institutional structure such as the Revenue Commissioners can mitigate the 

complexities involved in supporting lifetime retirement savings, for example by providing pot-follow-

member portability as members change employment.  

The Revenue Commissioners also have the capacity to address many of the other challenges facing 

an AE system. It already has the secure online identity authentication tools and can systematically 

deliver to employees across multiple employers under one structure. It is also in the best position to 

accommodate other potential AE savers such as self-employed and home carers.  
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Employers are already accustomed to dealing with the Revenue in relation to remitting income tax 

and social security contributions on behalf of their employees. Business payroll systems have 

evolved to meet this requirement. Therefore, from an employer’s perspective, this arrangement is 

most likely to ensure that administrative costs and burdens are kept to a minimum. 

The core business of the Revenue Commissioners is the assessment and collection of taxes and 

duties, and this proposal may appear to extend its mandate and statutory obligations. However we 

envisage its function in relation to pensions as being confined to collecting contributions via 

employer payroll systems, managing the online AE portal and remitting contributions to the 

registered pension providers. It is also important that the AE system retains its own distinctive 

branding to promoting saving for the future, so that the Revenue’s administrative role does not 

create the perception that the scheme as another form of taxation. The Department of Employment 

Affairs and Social Protection should be responsible for sourcing the AE registered providers and the 

Pension Authority, as regulator, should be responsible for scheme regulation and supervision of 

compliance with requirements.  

In relation to the governance structure, a large number of pensions are being set up under trust, not 

to provide the protection trusts offer members, but simply to access preferential benefit options. 

Government plans to align benefits between 'products' will eliminate this trend. Trust based 

structures are appropriate for collective pensions only. Where individuals effectively control all 

decisions in respect of their own pension, as in the proposed AE system, a contract structure is 

preferable. Therefore, it is important that consumers are given equal choice and protection across 

all pension 'products'. Building product rules into legislation and requiring individual approval of 

each product (as for PRSAs) can be a cumbersome approach.  

Lack of trust 

A major barrier to undertaking any change in the pension environment is trust. In recent years the 

government has taken an untargeted suite of initiatives which have undermined trust in the pension 

environment. The most serious of these with respect to the introduction of AE is the pension levy 

which undermined trust from both employers and employees in government’s attitude toward 

private sector pensions. It will be difficult to convince employees that AE is not ‘just another tax’ 

given the €2bn taken from existing private pensions under the pensions levy. From an employer 

point of view, any period of roll-out also will need to see a level of trust developed in relation to 

pensions and the labour cost environment given the breakdown over recent years. This would 

require medium-term (for the duration of the roll-out) forward guidance on government’s planned 

additions to labour costs at a minimum. In the absence of initiatives building trust during the roll-

out, there is a real risk that buy-in from employers and employees will be minimal. 

Engagement with pensions savings 

Ibec members recognise the value of good education and effective communications about pensions, 

and the employer’s responsibility in this regard. For many, the language of pensions will be new and 

complicated – the detailed requirements around auto-enrolment and opting-out should not leave 

both employer and employee confused and frustrated. As the employer duty will be introduced over 

a long period, communicating the reforms in an efficient and easily understood fashion presents a 

huge challenge. 
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In the UK, where auto enrolment is seen to have ‘worked’, better engagement to reinforce savings 

behaviour has been identified as an important ongoing challenge. The 2017 auto enrolment review 

Maintaining the Momentum4 concludes: 

‘Whilst more individuals than ever before are saving, they are not necessarily engaged with saving 

nor looking to take greater personal responsibility to plan, and save more, for their retirement. By 

defaulting millions of individuals into saving and harnessing their natural inertia, automatic 

enrolment is changing the way that millions of individuals behave: it has made them into pension 

savers and has normalised workplace pension saving.  However, many individuals are not yet 

engaged with their saving. This raises the possibility that the savings habit will not be resilient, and 

that opportunities to encourage individuals to save above the minimum rates could be better used.’ 

Evidence suggests that the key for the success of engagement is for it to reflect a small number of 

key principles. Approaches should be simple, personalised, and accessible. They should be timed to 

relevant points in people’s lives when they are receptive. The approaches should be tested and 

evaluated to assess the difference they could make, but also to protect against unintended or 

negative consequences.  

The UK Review has examined the role that more effective engagement can play in helping 

individuals to better understand and maximise their pension savings. Its recommendations address: 

• language as a barrier to pension saving; 

• key points in an individual’s savings journey when personalised interventions and 

communications to encourage engagement may be most relevant; 

• the annual benefit statement; 

• the role that employers can play to support their employees to understand the benefits 

of pension saving; 

• new technology as an enabler of engagement, including an online pensions ‘dashboard’; 

• the role of a single finance guidance body in communicating the benefits of pension 

saving at national level. 

Ibec believes that an engagement strategy which develops a strong sense of long-term personal 

ownership of pension savings and a greater trust in the system should be a key element in the Irish 

Government’s organisational approach to auto enrolment from the start of the project. It is also 

critical to avoid the technical jargon that is so often associated with pension products. 

 

 

 

 

 

 

 

                                                           
4 
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/668971/
automatic-enrolment-review-2017-maintaining-the-momentum.PDF 
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Policy for opt-out and re-enrolment 

Recommendations 

• There should be a minimum waiting period of six months before employees are automatically 

enrolled into the AE system 

• The proposal that, in the event of an employee opt-out, employer contributions will be 

transferred to the Central Processing Authority as a contribution to its administrative costs 

should be immediately withdrawn. 

Waiting period 

Ibec has consulted widely with its membership before engaging with this consultation and there is 

overwhelming opposition from the business community to immediate employee enrolment in the 

proposed AE system. Although eligibility for auto-enrolment will cover all jobholders, it makes sense 

to operate a waiting period of at least six months (the typical length of an employment probationary 

period).  

Employers should not be expected to waste resources auto-enrolling individuals with a high risk of 

opting-out on the basis of short periods of work. This includes short-term seasonal workers, casual 

workers and workers on short fixed-term contracts. Sectors where staff turnover is high will be hit 

disproportionately hard by having to auto-enrol too early. Retail, distribution, hotels and 

restaurants, IT/hi-tech sectors and other sectors that use a high proportion of temporary labour 

could face particular problems.  

It also makes little sense for the State to be constantly refunding individuals with a high propensity 

to opt out from the system.  

Refunding contributions 

The most egregious element of the consultation document is the proposal that in the event of an 

employee opt-out, employer contributions will be transferred to the Central Processing Authority as 

a contribution to its administrative costs. While we accept that the Strawman proposal is a high-level 

draft intended to generate discussion, the inclusion of such an unconscionable idea will confirm the 

worst suspicions of companies who view the AE pension contribution as nothing more than an 

employment tax and will undermine wider trust in the initiative.  

Re-enrolment 

Ibec broadly supports the proposal for an ‘op-out’ window in month seven and eight. This should 

help to support retention rates and reduce administrative burdens. Automatic re-enrolment after 

three years is also a pragmatic approach to continually ‘nudging’ people who opt-out to re-evaluate 

their retirement savings plans, without imposing an excessive administrative burden on the State or 

employers. We assume that re-enrolment will only occur after three years irrespective of whether 

the person has changed employment, and that responsibility for monitoring and triggering re-

enrolment will rest with the Revenue Commissioners.  

While we acknowledge that Savings Suspension periods will provide some comfort to savers who are 

concerned about unanticipated temporary demands on their budget, this option should only be 

available for cases of severe financial hardship and serious illness. 
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Financial incentives provided by the State 

• Pension contribution incentives should be 'product' neutral across all pension structures. 

Therefore Government should not proceed with the proposed AE bonus-top-up and should, 

instead, work with the pensions’ industry and employers on a communications strategy to 

present the benefits of pensions tax relief to employees in an easily understood format. 

There have been a number of attempts in the past to reform aspects of the supplementary pension 

system. The most common outcome has been that although the reform may achieve the specific 

objective of the change, it increased the overall complexity of the pension system and did not 

achieve any aggregate improvement. In practice, if individuals stayed in the one job, or had the same 

employment status throughout their working life, their pensions would be governed by a single set 

of rules. However, this is now seldom the case and as individuals’ employment status change, they 

cross over pensions 'systems' and the complexity of their pension multiplies.  

The big decision employees need to make is to start a pension and how much to put into it. Product 

choice decisions as to how they structure these savings is overly complicating this process. In a 

separate submission to the Interdepartmental Pensions Reform and Taxation Group, Ibec has argued 

that tax treatment of contribution and benefit options should be 'product' neutral across all pension 

structures.  

While the proposal of a Government contribution of €1 for every €3 saved for AE is easily 

understood and appreciated, it could have unintended consequences and contribute further to 

pension complexity. It is noteworthy that the UK introduced an AE system successfully without the 

requirement for a cash bonus. 

Tax deductions are the main type of financial incentives that have been used by OECD countries to 

promote private pensions. In principle, the current system of pensions tax is simple – although not, 

in practice, in Ireland, due to varying tax treatment of different pension products. Individuals are 

encouraged to defer their income and pay tax on it when they retire.  

The first principle the government must adopt in its approach to the reforms is do no harm. A sound 

case can be made that the best method of achieving the government’s aim of fostering a strong 

culture of saving through AE is to retain the current system, particularly as it is deeply embedded in 

many processes used by employers and pension providers.  

The new auto-enrolment framework must be sufficiently flexible to accommodate other pension 

arrangements. And the new scheme should not cause employers whose employees already have 

access to an occupational pension scheme to level down their existing provision. 

Therefore, Government should not proceed with the proposed AE bonus-top-up and should, instead, 

work with the pensions industry and employers on a communications strategy to present the 

benefits of pensions tax relief to employees in an easily understood format. As a first step, the tax 

relief or ‘Government contribution’ could be highlighted on benefit statements. 
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Investment options 

A significant factor in inhibiting private supplementary pensions saving is the range and perceived 

complexity of pension products offered by a large number of providers. Therefore, Ibec supports the 

rationale and general principles set out in the consultation document with AE registered providers 

offering a small number of ‘standard choice’ funds to accommodate different risk/reward profiles. 

We also agree that the annual and investment fees for all provider/fund options should be 

minimised through leveraging the scale of a central State processing arrangement and restricting the 

number of registered providers.   

However, we also note with concern research undertaken by the National Employment Savings Trust 

(NEST) in the UK which showed that 37% of automatically enrolled members favoured no risk 

whatsoever with their retirement savings. This choice, except for savers who are approaching 

retirement, will inevitably lead to an underperformance of savers’ investment funds and will have a 

negative impact on their retirement income.  

Therefore, the choice architecture is particularly important. The inclusion of a default low-risk fund 

option may appear to provide people who are risk adverse or unsure of the financial market with 

some confidence as to the security of the contributions made in their name. However, this approach 

will be inappropriate for savers who have sufficient time to take a long-term view on market 

volatility in order to maximise their returns. The pensions industry is in the best position to provide 

advice on ‘lifestyle’ and ‘target date’ funds, and the appropriate de-risking strategies. 
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