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• Terms of Reference

• Programme for 

Government

• “Fixing the system 

within the system”

• Identify the scale 

of the sustainability 

challenge

• Identify the impact of 

policy levers 

• fiscal impact 

• gender, equality and 

poverty impacts

• Various data sources

• Technical Sub-

Committee to give a 

sound evidence base

• Consultation



Programme for Government 
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• Maintain State Pension as 

bedrock of pension system

• Introduce a Total 

Contributions Approach

• Introduce deferred SPC with 

actuarial increases

• Facilitate those without full 

social insurance record to 

increase their retirement 

provision by continuing to 

make PRSI contributions 

past State Pension age

• Examine options for a 

pension solution for carers

• Consider increasing all 

classes of PRSI over time to 

replenish the SIF

• Examine Universal Basic 

Income resulting in a 

universal income pilot

• Establish a Commission on 

Welfare and Taxation



Demographics are changing
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• Population is set to increase from 5 million currently to over 6 

million by 2050

• Fewer working age people supporting each older person: 

currently 4.5 working age people per person aged 65 and 

over – set to change to 2.3 working age people per person 

aged 65 and over by 2051

• Can increased migration and fertility rates reverse these 

trends?  

• Technical Sub-Committee looked at this – fertility moves 

slowly

• Migration can move faster but we would need more than 

3.3 million additional working age people by 2050 to 

maintain the current ratio. 

• The changes required are multiples of official estimates.



Pension expenditure will increase
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• Cost of State Pension as a percentage of modified Gross 

National Income is set to more than double from 3.8% in 2019 to 

7.9% in 2050, and increase further to 9.2% by 2070.

• By 2045, all PRSI income will be needed for the State Pension 

Contributory alone

• Technical Sub-Committee considered: economic growth, more 

people working, State Pension Age increase etc

• IFAC and DFIN find that economic growth leads to wage 

growth, which increases State Pension rates – no material 

impact on sustainability

• Increased participation could improve impact of dependency 

ratio – but while participation is forecast to increase, the 

ageing of the population limits impact

• Increasing the State Pension Age has the most impact, 

encouraging older people to work also has an impact.



Adequacy and Certainty
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• State Pensions are effective at preventing pensioner poverty.

• The definition of being at-risk-of-poverty is where income is 

below 60% of median income – that is, poverty is related to 

income

• The proposed State Pension benchmark in the Roadmap for 

Pensions Reform and the Roadmap for Social Inclusion is 

related to earnings.

• Indexation requires a considered approach 

• indexing to inflation can result in savings but also 

increases the risk of pensioner poverty. 

• indexing like the UK’s ‘triple lock’ can increase rates and 

costs beyond what is needed to prevent pensioner 

poverty



In a nutshell….

Considerations

• Very strong attachment to 
the State Pension

• Certainty

• Transparency

• Communication

• Equity and Fairness

• Move first on Funding

Overarching conclusion: 

Social solidarity – Everybody 

contributes:

• Gradual increase in PRSI

• PRSI for Self-Employed

• PRSI base broadening 

• Exchequer

• Gradual increase in age
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Packages

• Commission considered a range of packages which 
incorporated different policy levers:

• Regular Exchequer contributions

• PRSI rate increases;

• State Pension age increases;

• Extending the PRSI base:

• excluding social welfare payments

• To those aged 66 and over 

• Supplementary pensions

• Settled on Package  4

• Not recommending a Universal pension
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Recommendations: Funding

• The Social Insurance Fund (including the State Pension 

system) should continue to be financed on a Pay-As-You-

Go basis.

• The Commission recommends the creation of a separate 

account in the Social Insurance Fund (SIF) for State 

Pensions.  

• The Commission supports the principle of annual 

Exchequer contributions to the ‘State Pension’ account of 

the SIF.  
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Recommendations – Payment Rates

• The Government should immediately implement the smoothed 

earnings approach to benchmarking and indexation as outlined in the 

Roadmap for Social Inclusion 2020 – 2025.

• Establish an independent standing body that would advise 

Government on pension rates of payment, in a manner analogous to 

the Low Pay Commission. 

• This body should periodically review the effectiveness of the 

benchmarking and indexation approach in preventing pensioner 

poverty. 

• Commends the recent approach to Budget increases in the Living 

Alone Allowance and recommends that this pattern of  enhanced 

increases continue.
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Recommendations – Calculation Methods

• Full transition to a Total Contributions Approach and the abolition of 

the Yearly Average approach to calculating entitlement to the State 

Pension Contributory rate of payment should be implemented as 

soon as possible.

• For those who are better off having their pension entitlement 

calculated under the Yearly Average approach, a phased transition 

to the Total Contributions Approach should apply gradually over a 

10 year period. 
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Recommendations – Calculation Methods

• The Commission recommends that the current ‘Interim’ TCA should 
become the definitive TCA i.e. 40 years – or 2,080 contributions –
required at State pension age to qualify for a maximum rate pension.  

• This includes 10 years of credited contributions and 20 years of 

HomeCaring periods, but with a cap of 20 years combined credited and 

HomeCaring periods. 

• Issue regular PRSI contribution statements so that contributors are 

aware of their level of contributions and how this relates to the level of 

State Pension Contributory that they can expect to receive. 
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Recommendations – Long-term Carers

• Long-term carers (defined as caring for more than 20 years) 

should be given access to the State Pension Contributory (SPC) 

by having retrospective contributions paid for them by the 

Exchequer when approaching pension age for any gaps in their 

contribution history arising from caring. 

• The contributions would be exclusively for SPC purposes, and 

would be recognised as paid contributions both for the purposes of 

the qualifying for SPC and for calculating pension rate entitlement 

under the Total Contributions Approach.

• The relevant Government Department(s) should examine, in 

conjunction with relevant stakeholders, options for the creation of 

a statutory ‘Family Carer Register’
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Recommendations – Retirement age

• Align retirement ages in employment contracts with the State 

Pension age, by introducing legislation that allows but does not 

compel an employee to stay in employment until State Pension 

age.  Any such legislation must meet the standard required by 

the Equality Directive.

• Social partners, relevant Government bodies, and the Workplace 
Relations Commission should consider and issue guidance on 
measures to facilitate those who wish to continue working past 
retirement age, with proposals to be considered at appropriate 
fora, including the Labour Employer Economic Forum. 
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Recommendations – State Pension age

• The Commission recommends a gradual incremental increase in 

the State Pension age by three months each year commencing in 

2028, reaching 67 in 2031 (10 years from now), with further 

increases of 3 months every second year reaching 68 in 2039.

• The gap between the traditional retirement age in employment contracts 

and the State Pension age has been partially addressed with the 

introduction of the Benefit Payment for 65 year olds and will be further 

addressed if the Commission’s recommendation to align retirement ages 

in employment contracts with the State Pension age is implemented. 

• The gradual implementation will reduce the impact of the pension age 

increase on upcoming pensioners.
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Proposed State Pension qualifying ages, from 2027 to 2039
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Recommendations – Flexible Access

• A person may choose to defer access to the State Pension up to 

age 70, and receive a cost neutral actuarial increase in their 

State pension payment.

• A person can continue to pay social insurance contributions past 

State Pension age at their existing PRSI contribution rate 

(employees, employers and the self-employed) to improve their 

social insurance record for State Pension Contributory purposes.

• As an option for Government to consider, done in conjunction 
with a State Pension age increase, the Commission sees merit in 
recognising long PRSI contribution histories by including a 
provision whereby those who choose to retire at 65, and have a 
long Total Contributions (TCA) record of 45 years, may receive a 
full pension. 
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Recommendations – Increase PRSI rates

• Increase the self-employed PRSI contribution rate.  
• In the first instance, the Commission recommends that Class S PRSI for all 

self-employed income is gradually increased from 4 per cent to 10 per cent. 

• In the medium term, the Class S PRSI rate should be set at the higher rate 
of Class A employer PRSI (currently 11.05 per cent).

• Increase the Class A rate of PRSI for both employers and 
employees.  
• The level of increases required depend on the package that the 

Government chooses to implement (if any).  

• The Commission recommends Package 4, which will not require PRSI rate 
increases for employers and employees until after 2030.  

• It will require a 1.35 percentage point increase in Class A each for both 
employers and employees by 2040.
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Recommendations – Base Broadening

• Maintain the exemption from PRSI on all social welfare payments

• Other than social welfare payments, remove the exemption from 
PRSI for those aged 66 or over – all those over State Pension age 
should pay PRSI on a solidarity basis (Class K) on all income 
currently subject to PRSI. 

• Remove the exemption to pay PRSI on supplementary pension 
income (occupational and personal pensions, and public sector 
pensions).
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