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Good morning Cathaoirleach and to the other members of the committee. 
 
On behalf of Age Action I would like to thank you for the invitation to speak with you 
today.  
 
I plan to focus my remarks this morning on the issue of the State Pension.  
 
I will first highlight issues we hope to see addressed in the Budget later this year and 
then discuss what we believe must be done in the medium to long term to ensure a 
fair and sustainable State Pension.  
 
Ensuring that all of us who hope to grow old have enough money to so with dignity 
cannot be left to when the individual reaches retirement. Less than half of those 
aged between 20 and 65 have a private pension.1  
 
For those aged over 65, on average, public transfers, of which the State Pension is 
the most important, make up 63 per cent of their gross income.2  
 
This figure is higher for women pensioners, those living in rural communities and 
particularly so for those in the lowest socio-economic group.3  
 
This is what makes the State Pension so critical – for those on the lowest incomes 
more than 85 per cent of their weekly income is from State supports – it is the most 
important tool we have for preventing poverty among older people.4 
 
Recession cuts 
As members will know, during the recession, the rate of the State Pension was not 
changed, causing some commentators to claim that older people were insulated 
from the effects of austerity. 
 
While the State Pension was not cut for the vast majority of pensioners – a point to 
which I will return – the secondary income supports of many older people, like the 
Fuel and Telephone Allowances, were cut or abolished. 
 
Age Action calculated that between January 2009 and January 2015 the weekly 
incomes of older people dependent on the State Pension and secondary income 
supports (Household Benefits Package and the Fuel Allowance) fell by €13.18 per 
week.5  
 
And while the incomes of older people were being cut, their costs were rising due to 
the introduction of new taxes and levies on the family home and on prescriptions. 
 
Research undertaken by the Vincentian Partnership for Social Justice in 2013 noted 
that while the overall Consumer Price Index fell by 0.15 per cent in the period 2008 

                                                           
1
 CSO Quarterly National Household Survey on Pension Provision Quarter 4 2015 – available at www.cso.ie  

2
 Survey on Income and Living Conditions (SILC) Thematic Report on the Elderly 2004, 2009, 2010 (revised) and 2011 – 

available at www.cso.ie 
3
 Ibid 

4
 Ibid 

5
 Age Action (2015) Pre‐Budget Submission 2016 – available at www.ageaction.ie 

http://www.cso.ie/
http://www.cso.ie/


 

3 
 

to 2013, the cost of a Minimum Essential Standard of Living for a lone pensioner and 
a pensioner couple rose by 5.03 per cent and 7.34 per cent respectively.6 
 
The cumulative effect of the 2016 and 2017 budgets, which saw increases in the 
weekly rate of the State Pension, restoration of 75 per cent of the Christmas Bonus 
and an increase in the Fuel Allowance amounts to the equivalent of €11.51 a week 
 
Even with the latest pension increase the reality is that for a pensioner reliant on the 
State Pension and the Household Benefits Package, his or her income is still below 
where it was in 2008 and this must be addressed in October’s budget. 
 
2012 State Pension cut 
Another issue we are seeking to have addressed this year is the change introduced 
in 2012 to the eligibility criteria for the Contributory State Pension.  
 
While those entitled to a full pension were unaffected, many of those who would 
have been in line for smaller pensions lost out. 
 
Under the old system, for example, if you had an average of 20 contributions you 
would be entitled to €228.70. But this has now dropped to €198.60, a cut of more of 
more than thirty euro each week. 
 
Research commissioned by Age Action, which has been furnished to this committee, 
shows that this change, combined with the averaging rule used to calculate 
contributions, is punishing women who took time out of work to care for their 
children.7 
 
Figures provided by the Department of Social Protection as part of this research 
indicated that of the 36,000 people affected by these changes by June 2016 more 
than 62 per cent were women. They will continue to be affected in the years to come, 
receiving smaller pro-rata increases in the State Pension. 
 
In the October Budget Age Action is asking the committee to support two specific 
proposals:  
 

 An increase in the top rate of the State Pension Contributory of €5 a week  

 Reversal of the 2012 cut in the State Pension. 
 
Linking to 35 per cent 
In the medium to long term the State Pension system must be reformed, including by 
putting in place a system to govern increases in the pension to ensure they are fair, 
but also sustainable. 
 
Ireland is the Department of Social Protection, acknowledged to the committee in 
December, unusual in setting the pension rate in the budget every year without using 
any particular forumla. 
 

                                                           
6
 VPSJ (2013) Changes in the cost of a MESL in Comparison to CPI Inflation – available at http://budgeting.ie 

7
 Bassett, M. (2017) Towards a Fair State Pension for Women Pensioners. Dublin: Age Action. 
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In Britain, for example, committee members will be aware of the Triple Lock system 
where the State Pension increases annually by the highest of the rate of inflation, 
earnings growth or 2.5 per cent.  
 
In 2010 the National Pensions Framework stated that, “In order to…prevent 
poverty…for older people, the Government will seek to sustain the value of the State 
Pension at 35 per cent of average weekly earnings”.8 
 
Preliminary figures from the CSO for the fourth quarter of 2016 indicate that the 
average weekly earnings in Ireland is €716.07.9 Under the National Pensions 
Framework this means the State Pension, currently €238.38 at the top rate, should 
be €250.62.  
 
Age Action believes that this 35 per cent target should not simply be identified as 
aspirational, but should be used, and supported in legislation, as the minimum 
benchmark for the State Pension. 
 
Homemaker’s Scheme 
It is also essential that the committee examine the gender disparity in pension 
income and, particularly, the failure to backdate the Homemaker’s Scheme, 
introduced in 1994. 
 
This time limit means that for the current generation of pensioners, and many more 
to come, the Homemaker’s Scheme will be of little or no benefit.  
 
The refusal to do so, combined with the 2012 pension cut and the averaging out 
approach, mean that hundreds of thousands of pensioners, mostly women, face far 
smaller incomes in their old age. 
 
The contribution these carers made to Irish society, whether by raising a family or 
stepping in to provide care to a loved one where the State was unable to do so, must 
be recognised by our State Pension system. 
 
Mandatory second-tier pension 
Committee members will be conscious of discussions ongoing in the Department 
about the introduction of an auto-enrolled, mandatory, second-tier pension. 
 
Age Action supports any initiative which would help to deliver a secure income in 
retirement for older people but we do have concerns including about the potential for 
this to affect the State Pension system. 
 
Our first concern is that by investing this money in a private pension scheme we are 
seeing a privatisation of risk. Individuals will see the value of their pension rise and 
fall with the market while, presumably, being obliged to pay fees to private pension 
companies. 
 
Our second concern relates to the sustainability of the State Pension.  
 
                                                           
8
 National Pensions Framework, page 19 

9
 CSO Earnings and Labour Costs Quarterly Quarter 4 2016 available at www.cso.ie  

http://www.cso.ie/
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While there are many different opinions about how it can be assured in the years to 
come, most accept that there will need to be some sort of increase in the social 
insurance contributions made by employers, among the lowest in the European 
Union.10 
 
As unpalatable as any tax increase might be, it will be made doubly so if employers 
are already making payments under the auto-enrolment scheme. This potential for 
the introduction of a new, mandatory, second-tier pension to undermine the existing 
State Pension has not received the attention that it should.  
 
Allocation of resources 
Writing in 2015 the economist Colm McCarthy pointed out that Ireland does not face 
a demographic crisis; we face a policy crisis.11 This crisis is a product of our 
collective failure to prepare and plan for the coming changes in Irish society. 
 
The objective of our national pensions policy should be to ensure that growing old in 
Ireland does not mean growing poor. 
 
As a first step, we should assess whether the resources we are currently allocating 
could be better spent. 
 
As committee members will know we spend approximately €7 billion on the State 
Pension every year. But we also spend approximately €2.39 billion as the total cost 
of private pension tax reliefs according to research by Dr Micheál Collins and 
Professor Gerard Hughes.12  
 
In 2014 the top 20 per cent of income earners received 73.6 per cent of this tax relief 
compared to 0.6 per cent for the bottom 20 percent.13 
 
The National Pensions Framework declared that tax relief on private and 
occupational pensions should be set at 33 per cent.14 
 
In response to a parliamentary question Minister Michael Noonan subsequently 
estimated the savings to the Exchequer of such a move to be approximately €180 
million.15 
 
If tax relief was to be reduced to 33 per cent could the savings thus achieved be 
used, for example, to pay the bulk of the €290 million estimated by the Department 
as the cost of backdating the homemaker’s scheme.16 
 
Put simply, of the billions of euro we are currently spending on ensuring people have 
a decent pension in old age, are we spending it in the most effective and fairest way 
to provide incomes for pensioners? 

                                                           
10

 https://www.tasc.ie/blog/2015/05/19/employers-social-contributions-in/ 
11

 Sunday Independent, 26 July 2015 
12

 Collins, M and Hughes, G.(2016) Tax Expenditure on Occupational Pensions in Ireland 
http://www.nerinstitute.net/blog/2016/10/04/ slides-from-neri-seminar-on-tax-expenditure-on-occ/ 
13

 Ibid 
14

 National Pensions Framework, page 20 
15

 Questions 192-194 on Thursday 18 July 2013  - available at www.kildarestreet.com  
16

 It is not clear to us, in the calculation of this figure, what year the scheme is being backdated to for costing purposes. 

http://www.kildarestreet.com/
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I would urge the committee to play its role in planning for an ageing society by: 
 

 Emphasising that reform of the State Pension should be the first priority for 
pension reform including indexing the rate to weekly average earnings; 

 Leading calls for backdating the Homemaker’s Scheme; 

 Ensuring the proposed mandatory second-tier pension does not undermine 
our State Pension system; 

 Reviewing the current allocation of State resources in the pension system to 
ensure it is fair and equitable. 

 
 
I would like to thank committee members for their time.  

 
 
ENDS 
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