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1. Introduction & Research Questions
• National Pensions Framework (Department of Social & Family Affairs 2010)
“…the government will…develop an auto‐enrolment system for
employees, with a matching state contribution equal to 33 per cent
tax relief, to facilitate increased coverage and adequacy…”
•
•
•
•

Why automatic enrolment?
What might it look like?
Who is it for?
How much will it cost?

2. Why Pensions?
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EU‐28 Population Pyramid, 2016 and 2080

Source: Eurostat
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Source: Collins and
Hughes (2017)

Source: Collins and
Hughes (2017)
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Distribution of tax relief for pension contributions by income deciles, 2014
(employee and individual contributions)

median contributor

Source: Collins and
Hughes (2017)

3: Automatic Enrolment: into what?
A typology of automatic enrolment models:
1. Institutional Gate (Italy)
2. Simple (New Zealand)
3. Threshold (UK)
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Institutional Gate
Italy
• Term used to describe when an institution adjacent to the pension
system undergoes conversion into the pension system
• Pension system reformed into pillars 1992‐1997
• Trattamento di fine rapport (TfR)
• 2007 Silenzio Assenso
• Key issue: Trust

Simple
New Zealand
• First country to bring in automatic enrolment on a national scale in
July 2007
• KiwiSaver. Individual retirement savings accounts for all workers
• Any resident aged under 65 can join.
• Proceeds paid as a lump sum
• Key issue: Fees
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Threshold
United Kingdom
• Introduced for all workers on a phased basis from 2012
• NEST – a not for profit master trust created by the state to compete
with commercial providers & drive down pension charges, ease
administration for employers and employees new to pensions
• Earnings trigger and qualifying earnings
• Key issue: Automatic enrolment underclass?

4. Automatic Enrolment for whom?
• Addressing these questions using data from 2014
• CSO SILC
• Modelling
• Described in Collins and Hughes (2017)
• Using SILC 2014 as a basis
• Derive tax cases (individuals and couples), marginal tax rates, tax credits
etc
• Simulations based on this
• Robustness checks indicate it is representative
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• Overall
• Pension coverage = 43% of income earners
• Active participation = 34% of income earners
• contributions from any source
• about 620,000 people
• scale…

for whom?
Those with an
income
Contributing to
Pensions

of these
(non‐employer contribution)

1.8m

Yes = 620,000

more than
5% = 220,000

No = 1.2m

less than
5% = 400,000
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• Who are the unpensioned?
•
•
•
•
•

50% males and 50% females
50% aged between 30‐50 yrs
73% are standard rate income taxpayers
80% earn below average earnings
50% in the top 4 deciles of the income distribution

• Who are the unpensioned?
•
•
•
•
•

50% males and 50% females
50% aged between 30‐50 yrs
73% are standard rate income taxpayers
20% earn above average earnings
50% in the top 4 deciles of the income distribution

• Who are the low contributors?
•
•
•
•

more males than females
60% are aged 40yrs+
71% are higher rate taxpayers
66% earn above average earnings
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for whom?
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5. Automatic Enrolment: how much?
• First set of estimates – ongoing work
• Baseline estimates; no behavioural change …
• Looking at:
• individual contributions only (not employer)
• Contribution rate of 5%
• moving unpensioned to 5% contribution
• moving up low contributors to 5% contribution
• show overall effect and then without those below an income threshold:
• what to choose?
• €25,000 (as a start)…
• marginal tax relief
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For all earners

For those above €25,000 per annum

Increased Individual Contributions to Pensions
The unpensioned
The low contributors
Total

+ €1,729m
+ €666m
+ €2,395m

For all earners

For those above €25,000 per annum

+ €1,729m

+ €1,262m

+ €666m

+ €643m

+ €2,395m

+ €1,905m

Increased Individual Contributions to Pensions
The unpensioned
The low contributors
Total

12

29/05/2018

For all earners

For those above €25,000 per annum

+ €1,729m

+ €1,262m

Increased Individual Contributions to Pensions
The unpensioned
The low contributors
Total

+ €666m

+ €643m

+ €2,395m

+ €1,905m

Additional Tax Relief (revenue forgone)
The unpensioned

+ €553m

The low contributors

+ €254m

Total

+ €807m

For all earners

For those above €25,000 per annum

+ €1,729m

+ €1,262m

+ €666m

+ €643m

+ €2,395m

+ €1,905m

The unpensioned

+ €553m

+ €450m

The low contributors

+ €254m

+ €249m

Total

+ €807m

+ €698m

Increased Individual Contributions to Pensions
The unpensioned
The low contributors
Total
Additional Tax Relief (revenue forgone)

13

29/05/2018

For all earners

For those above €25,000 per annum

+ €1,729m

+ €1,262m

Increased Individual Contributions to Pensions
The unpensioned
The low contributors

+ €666m

+ €643m

+ €2,395m

+ €1,905m

The unpensioned

+ €553m

+ €450m

The low contributors

+ €254m

+ €249m

Total

+ €807m

+ €698m

Total
Additional Tax Relief (revenue forgone)

Comparison of Tax Relief Costs, 2014 basis €m
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570m

400
300
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100
0

Tax relief employees and
voluntary contributions

New Auto Enrol relief
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6. Next Steps
• Modelling issues:
•
•
•
•
•

rate of tax relief
% of earning going into an AE pension (Italy = 3%; UK 2% to 5%; NZ = 3%+...)
variation of the earnings threshold
the cost of employers required contributions (to employers & the state)
2014 updating…

• Reform in the context of the broader pension supports system
• could it be self‐financing
• standard rating and auto enrolment?

• Gender perspective
• low pay, broken work records…

• Costs, Charges, Fees and Value for Money
• €1.9bn + per annum

• Behavioural responses
• to explore…individuals and Government

• Policy alternatives
• Auto enrolment = very expensive and leaves gaps
• other policy paths…
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