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INTRODUCTION 
 
 
 
The Irish Hotels Federation (IHF) is the national representative body 
of the hotel and guesthouse sector in Ireland employing in excess of 
60,000 people. 
 
While Automatic enrolment will be the biggest change to pension 
provision in Ireland for generations, in principle, the IHF is in favour 
of automatic enrolment (AE) as a retirement savings system for 
employees that are not covered by supplementary pensions. This will 
ensure proper pension provision upon retirement as a supplement to 
State Pension provision. However, it must not become a huge 
administration or cost burden for employers.  
 
We have consulted our members and with Employer Representative 
organisations in the UK where auto enrolment has been in operation 
now on an incremental basis, by employer size, since October 2012. 
We make the following observations as part of a constructive input to 
the consideration of what is a complex but socially and economically 
desirable development. 
 
Payroll costs are the most significant cost that the hotel and 
guesthouse sector has to fund. Pension contributions will represent 
an enormous financial challenge on their own but when combined 
with the recently announced 50% increase in the tourism VAT rate 
will place the sector under extraordinary financial pressure. 
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“Act In Haste, Repent At Leisure” 
 

We wish to highlight the following key concerns that arise from a 
consideration of the Consultation Paper: 

 
 
1 Contribution Rates  
 
The proposed increase of the contribution rate from 1% to 6% over 6 
years is much too fast. 
 
In the UK, it was introduced at a lower level and has remained close 
to that level for a number of years to ensure the system was fully 
bedded in. 
 
IHF would propose that AE is introduced over a longer timeframe. 
The Consultation paper proposes that AE “will then be rolled out on 
a phased basis within a relatively short timeline of no more than two 
years.” This is considerably quicker than any other jurisdiction where 
AE has been successfully introduced. 
 
Increases in the the contribution rate should be phased in over a 
longer timeframe to allow employers absorb the costs involved and 
find ways of offsetting these through greater productivity and / or 
process adjustments in customer service. 
 
These increases should also be factored into any wage adjustments 
that may be applicable including any proposed increase to the 
Statutory Minimum Wage to ensure that Employers are not faced with 
a cost burden that is difficult to absorb or pass on to customers. The 
Low Pay Commission must be instructed to consider this payroll cost 
increase when considering any upward adjustments to the Minimum 
Wage. 
 
The proposed State contribution of €1 in every €3, will probably have 
to be higher in order to be sufficiently attractive for all parties. 
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2  Keep it Simple! 
 
 
On the surface the requirement to enrol an employee into a pension 
scheme (based on age and earnings thresholds, to make 
deductions/contributions and to allow for opting out, would all appear 
very straightforward.  
 
This is never the case and Employer guidance will entail a web of 
unnecessarily complex rules. The IHF is anxious to ensure that the 
framework of Rules is kept as simple as possible with prior Employer 
input. 
 

We also note that there is a payroll administration cost to be factored 
in.  The IHF believes it may be more appropriate that Revenue 
collects the money rather than create another expensive state 
agency such as the Central Process Authority (CPA). 
 
Assessing individual eligibility will represent a significant workload for 
IHF members as will the process of assessing individual eligibility for 
auto-enrolment, for example checking whether individual employees 
earn above the threshold at which auto-enrolment is obligatory. This 
is especially the case for ‘non-standard’ workers, such as individuals 
working on a temporary or casual basis or working with multiple 
employers, where assessing annual earnings levels will not be 
straightforward. 
 
 
3 The Age Thresholds 
 
The proposed age range for AE contributions is currently 23 to 60. 
We would propose that this minimum age is adjusted to 25 with the 
upper limit to be aligned with the Age for eligibility for State Pension 
(currently 66 moving to age 68 from 2028). This would ensure that a 40-
year contribution block is easily available to allow a person to 
accumulate sufficient savings to fund an adequate supplementary 
retirement income. 
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4 The Definition of Earnings  
 
 
We note that the minimum contributions will be a % of gross annual 
earnings. This needs to be carefully defined and confined to Base 
Pay to ensure that performance related payments or overtime or 
other allowances including shift-working or Sunday working 
premiums are not included. 
 
 
5 Phased Exemptions for Employers by Size  
 
The UK adopted a phased introduction of eligibility for AE by 
employer payroll size between 2012 and 2017. It is apparent that 
SME’s will be the most impacted sector of our economy and there 
are many owners and managers in the hotel and guesthouse sector 
which have no personal pension provision. The IHF believes that AE 
needs to be introduced on a phased basis by employer size. 
 
 
 
6 Reasonable Waiting Period 
 
Automatic enrolment should have a waiting period of at least 12 
months after employment starts (or at least 6 months after the 
probationary period has satisfactorily concluded) 
 
It is proposed in the document that where an employee opts out after 
the minimum time, the employee will be refunded their payments but 
the employer’s contribution will be reinvested back into the scheme. 
This position is inequitable from an employer perspective. 
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7 Investment in Financial education is Required  
 
The main lesson we can learn from the Australian, New Zealand and 
UK schemes is the need for a major investment in financial education 
surrounding pensions and the issue of Auto enrolment. We do not 
see any evidence of this investment being planned within the current 
proposal. 
 
These initial observations are intended to be a constructive input to 
the debate on AE. IHF remains available for further consultations on 
design and or implementation issues and will play a positive role in 
supporting sensible suggestions. 
 
 
 
 
 
CONCLUSION 
 
 
 
Our fundamental position is that a phased and incremental approach 
over a 10-year period (in relation employer size and contribution 
rates) will be essential to embed a system that will serve this country 
for many generations to come. 


