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SFA recommendations 
 

• 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 be 
followed by a review.  

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

• A reduction in PRSI rates should be considered. 

• Employer contributions should be suspended during periods of protected leave. 

• This new pension policy reform should only be introduced in event of clear economic 
criteria being met. In the event of an economic shock, the introductory phase should 
be paused.  

• The Government must ensure that small firms do not face any regulatory, labour cost 
or tax increases during the establishment of the new system. 

• Government should stage the dates at which companies will become subject to the 
AE system.  

• The AE scheme should be introduced two years after legislation is enacted. 

• The Government should not proceed with the proposed AE bonus-top-up. 

• 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, employees outside these thresholds should be able to opt-in to the 
system. This earning level should be reviewed after five years. 

• The upper earnings limit above which employers will not be required to contribute 
should be set at €50,000 per annum.  

• To incentivise workers to further build up retirement funds, research should be 
undertaken to exam how members of an AE scheme could make additional one-off 
contributions to their retirement savings.    

• Self-employed people should be able to opt into the system. 

• Further examination of new pension options for the self-employed should be 
explored.   

• The Revenue Commissioners should be given responsibility to collect and 
administrate the AE scheme.  

• There should be a minimum waiting period of six months before employees are 
automatically enrolled into the AE system. 

• The Government should withdraw 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. 

• Government should develop an information campaign focused towards employers, 
employees and the self-employed to build awareness and trust in this new system.  
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Introduction 
 
The SFA recognises the importance of the Government’s ambition to build a sustainable 
pensions system for the future. The SFA and its members welcome the publication of the so-
called ‘Strawman’ and the opportunity to formally submit our response. 
 
With just 35% of private sector workers having supplementary pension coverage, it is clear 
that pension reform is necessary to meet the demands of future retirees. We also 
acknowledge that without reform the pension system, as currently structured will not deliver 
the necessary improvements in levels of retirement saving and consequently many retirees 
may suffer an unwanted reduction in living standards and increasingly rely solely, or mainly 
on State supports.  
 
In our 2015 submission to the Universal Retirement Saving Scheme Consultation, the SFA 
stated that “our members remained unconvinced that mandatory pension provision is the 
best option of reform. Mandatory pension provision will prove costly to employees, to 
business and to the Exchequer, without any associated benefits in the long term. As such, the 
willingness of both employees and employers to accept compulsory pension savings is 
seriously questionable.”   
 
While we still believe that credible alternatives to a mandatory universal retirement savings 
system are available, the SFA acknowledges the Government’s confirmation in the ‘Roadmap 
for Pensions Reform 2018-2023’, the intention to develop and introduce by 2022, an 
‘Automatic Enrolment’ (AE) supplementary retirement saving system.  
 
Having carefully reviewed the proposals within the Strawman the SFA has serious concerns on 
some of the key design issues which we outline below.   
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Safeguarding the cost of employment  
 

Despite the growing economy, cost control and reduction remain critical for small businesses. 
The introduction of an additional fixed cost on business through a direct contribution 
obligation will add to small firms already high cost base. Labour costs in Ireland are 15.6% 
higher than the EU average (includes employers PSRI) and wages are 32% higher that the EU 
average. Moreover, employers will be faced with demands for compensation by employees 
for any apparent reduction in their real take-home pay from the introduction of employee 
contributions.  
 
With half of the private sector workforce employed in the small business sector. The 
Department must be cognisant of the needs of small businesses and the potential impact on 
labour costs especially for labour intensive sectors caused by the introduction of automatic 
enrolment duties.  
 
The SFA does not support 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. 
It is our recommendation that 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.  
 
Employers should match employee contribution rates only during the five-year introductory 
phase. Employers should not be required to automatically match increasing employee 
contribution rates after the introductory phase due to the potential impact on business costs 
and the need to encourage employees to take greater responsibility for retirement savings.  
 
PRSI already represents a pension scheme to which all employers and employees contribute. 
A reduction in PRSI rates should also be considered to offset the impact of higher pension 
contributions on small Irish companies.  
 
In addition, employer contributions should be suspended during periods of protected leave. 
 
Recommendations: 

• 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 be 
followed by a review.  

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

• A reduction in PRSI rates should be considered.   

• Employer contributions should be suspended during periods of protected leave. 
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Safeguarding our national competitiveness  
 
In the short-term, AE will add to the competitiveness challenges for small business which are 
already evident in relation to taxation, infrastructure constraints, rising costs and increasing 
uncertainty due to Brexit. 
  
The introduction of automatic enrolment duties is in effect an additional tax on small firms 
and consumers, as such, will need to be timed to be rollout when it is affordable. Due to the 
uncertainty of Brexit and the international economic outlook the introduction of this new 
scheme should be done during a stable economic period 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. 
 
Prior to its introduction policy certainty must be given to small firms in relation to 
government-controlled business costs. During this time, policy and budgetary measures 
should be assessed for their impact on small firms. To build trust amongst small firms during 
the roll-out, no measures that impose additional costs on small companies should be 
introduced.   
 
A Small Business Strategy that ensures all parts of the State system understands the reality of 
running a small business and how policy decisions impact growth and job creation in this vital 
sector of the economy should be introduced alongside this new pension policy.  
 
From our recent discussion with the Department of Employment Affairs and Social Protection 
we are aware they are conducting a separate analysis of the impact of these proposals on 
labour costs and consumption. We would recommend that this assessment be extended to 
include the potential competitiveness impact of pension contributions on small firms.  
 
The SFA does not support the proposal of a Government contribution of €1 for every €3 saved 
in AE. This contribution must be funded by the tax base, which is made up of business and 
employees, so each group will effectively be hit twice. Furthermore, pension contributions 
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 employers in an easily understood format.  
 
Smaller businesses are currently more unlikely to provide occupational pension provision for 
employees and will need longer to prepare and budget for the proposed changes. The SFA 
recommends that government follow the UK example and stage the dates at which 
companies will become subject to automatic enrolment duties. Starting dates should be 
based on the size of an employer’s PAYE scheme with larger employers starting first. To allow 
those firms in the in the first implementation stage make the required administrative and 
labour cost adjustments, the AE scheme should be introduced two years after legislation is 
enacted. 
 
Recommendations: 

• The scheme should only be introduced in event of clear economic criteria being met. 
In the event of an economic shock, the introductory phase should be paused.  

• The Government must ensure that small firms do not face any regulatory, labour cost 
or tax increases during the establishment of the new system. 

• Government should stage the dates at which companies will become subject to the 
AE system.  
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• The AE scheme should be introduced two years after legislation is enacted. 

• The Government should not proceed with the proposed AE bonus-top-up. 
 

Based on the recommendations above and the assumption that the legislation should be 
enacted by quarter one 2020, we propose the following:  

All employers 
become 
subject to 
auto-
enrolment 
rules with 
timing 
dependent 
on PAYE size 

Staging 
Date 

Q1- 2022 Q1- 2023 Q1- 2024 Q1-2025 
Q3-2026 

Q3-2026 
Q3- 2027 

Q3- 2027 
new 
entrants 
would 
make 3% 
contributi
ons 

Payroll 
size 

50,000+ 49,000-
500 

499-51 50-30 <30 
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Target membership 
 
The SFA supports the Strawman proposal that thresholds based on annualised gross earnings 
and employee/member age will be used to determine who will be automatically enrolled. 
However, we propose increasing the entry threshold to a salary of €25,000 per annum 
(approximately twice the value of the state pension). This earning level should be reviewed 
after five years. 

 
Any new policy environment must take account of existing private sector provision. These 
schemes should be preserved and not destabilised by this change, 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. 
 

In addition, to incentivise workers to further build up retirement funds, research should be 
undertaken to exam how members of an AE scheme could make additional one-off 
contributions to their retirement savings.    
 

Recommendations: 

• 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, employees outside these thresholds should be able to opt-in to the 
system. This earning level should be reviewed after five years. 

• The upper earnings limit above which employers will not be required to contribute 
should be set at €50,000 per annum.  

• To incentivise workers to further build up retirement funds, research should be 
undertaken to exam how members of an AE scheme could make additional one-off 
contributions to their retirement savings. 
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There is a need for specific focus on equity for  

self-employed people 
 
According to the Strawman self-employed people make up about 16% of the working 
population, and only 30% of self-employed people have supplementary pension coverage. 
This is a worrying number of self-employed people without pension provision. 
 
The income of small owner managers tends to be heavily skewed towards the later part of 
their careers, when the business has reached maturity. The reality for small business owners 
is that they are unable during the early years of their business development to put money 
into pensions. Funds have to be allocated on a priority basis to the growth and development 
of the business. Also, by its nature, small business income may be highly volatile from year to 
year. For example, in times of economic downturn, as we have recently experienced, small 
business owners do not have money to put into pensions. Survival is their ultimate priority.  
 
For these reasons, it is rarely possible for a small business owner to save in a regular and 
consistent fashion over their working lifetime in the same way as a member of an 
occupational pension scheme or a public servant. 
 
The SFA welcomes the Strawman proposal that self-employed people will be granted opt-in 
access to the AE system. We recognise that the particular issues and the systematic 
challenges associated with accommodating this group has meant most other countries do not 
include the self-employed in their AE systems. As the AE model of fixed contributions does 
not work for all self-employed workers, other more flexible approaches to pension provision 
for this group should be explored. 
 
 
Recommendations: 

• Self-employed people should be able to opt into the system. 

• Further examination of new pension options for the self-employed should be 
explored.   
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Administration 
 
This new pension policy environment needs to minimise the administrative and compliance 
burden on small firms. To do this and reduce the costs and additional layers of complexity 
that would come from the proposed creation of a new Central Processing Authority State-run 
administrations system, the SFA proposes that the Revenue Commissioners be given the 
responsibility for the administration of the AE system.  
 
As detailed above, more needs to be done to encourage and sustain self-employed workers 
into long-term personal saving for their retirement. It is our believe that the Revenue 
Commissioners, as administrators of this system, could assist in addressing the systematic 
challenges associated with accommodating this group into an AE system.  
 
The introduction of an AE system is considered by small businesses as an additional tax. To 
counter this and build trust amongst employers the Government should withdraw 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. 
 
As many of our member companies impose a six-month probationary period for new staff, a 
minimum waiting period of six months before employees are automatically enrolled into the 
AE system should be implemented. 
 
Member feedback to this consultation has indicated that small business owners will need 
support in delivering on their statutory duties in the roll-out of AE, and that the requirements 
for employers should be kept to a minimum and costs limited. To secure acceptance and 
continued support of this new system amongst employers, employees and the self-employed, 
an information campaign that builds trust and increases a sense of ownership of their 
retirement savings amongst employees must be developed.  
 
 
Recommendations: 

• The Revenue Commissioners should be given responsibility to collect and 
administrate the AE scheme.  

• There should be a minimum waiting period of six months before employees are 
automatically enrolled into the AE system. 

• The Government should withdraw 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. 

• Government should develop an information campaign focused towards employers, 
employees and the self-employed to build awareness and trust in this new system.  
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About the SFA 
 

The SFA proudly represents a diverse membership of businesses with less than 50 employees, 
homegrown and spanning every sector of our economy. Our members are found in every 
town and every city in Ireland. Its mission is to deliver business-focused advice and insights to 
member companies, influence government policy to the benefit of small businesses and 
connect its members in a thriving community.  
 
The SFA has a vision of Ireland as the most vibrant small business community in the world, 
supporting entrepreneurship, valuing small business and rewarding risk takers. The SFA 
makes this submission to the Department of Employment Affairs and Social Protection based 
on our knowledge and experience of the small business community, which comprises over 
245,000 businesses. These businesses employ half of the private sector workforce, over 
700,000 people, in good local jobs. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
For further information, please contact Elizabeth Bowen, on 01-6051626 / 087-188 2951  
or e-mail elizabeth.bowen@sfa.ie. More information about the SFA is available at  
www.sfa.ie or on Twitter @SFA_Irl.  
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