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Thank you, Chairman.  Good Morning Everyone.  My sincere thanks to the 

Committee for this invitation to discuss the Report of the Pensions Commission.   

 

As I’m sure the Committee knows, the Department is required by law to conduct an 

Actuarial Review of the Social Insurance Fund every 5 years.  The last such review, 

reflecting the financial position of the Fund at the end of 2015, was completed in 

October 2017.  Amongst its projections were that annual shortfalls were projected to 

increase from 2021 onwards as the ageing of the population starts to impact and, in 

the absence of action to tackle the deficit, it would increase to €3.3 billion by 2030 

and to €22.2 billion by 2071.  Since then, certain findings of the 2015 review were 

examined again in preparation for the Pensions Commission’s work.  In short, this 

examination confirmed the very significant deficits that the Fund will experience. 

  

Accordingly it is clear to the Department that the considerable change underway in 

the demographic make-up in Ireland where, thankfully, people are living longer 

healthier lives, means that action is required to secure the viability of the Social 

Insurance Fund in the near and distant future and by extension protect the current 

State Pension (Contributory) system as the bedrock of pension provision in Ireland.  

In that context the law had been changed to increase the State Pension Age to 67 

this year and to 68 in 2028, preparations were underway to change the system from 

the Yearly Average Approach to the Total Contributions Approach, and consideration 

was being given to options for increasing funding. 

 

This, in turn, resulted in the considerable debate during Election 2020 about State 

pensions, and, in particular, about the imminent increase in the State Pension Age.  

Arising from that, the Government committed in its Programme for Government to 

establish a Commission on Pensions to examine sustainability and eligibility issues 



2 
 

with the State Pension system and the Social Insurance Fund and to defer any 

changes in the State Pension Age pending its analysis and report.  The Commission 

was established in November 2020.  It was an independent body and comprised of 

pension experts, academics, members of civil society and representatives of workers 

and employers.  

 

Last year, the Department estimated that the deferral of the increase in the State 

Pension Age from 66 to 67 at the beginning of this year would cost an additional 

€221 million in 2021, that this would increase to an additional €453 million in 2022 

and that this figure would continue to increase every year thereafter.  The actual 

additional expenditure to end September 2021 is €207 million and it is now expected 

to total approx. €275 million by the end of the year.  That increase is also likely to be 

reflected in future years – so the actual additional expenditure arising from not 

increasing the State Pension Age is likely to be well over half a billion in a full year 

(i.e. next year) and will continue to increase every year thereafter.  

 

This shows clearly how the demographic impacts on the State Pension are real and 

how the sums involved are large and grow quickly even when relatively simple 

decisions are made or proposed alleviating actions are postponed. 

 

This in turn underscores the need for careful analysis of policy options and positions 

and highlights how the establishment of the Pensions Commission was necessary to 

look at the state pension system in the round and provide independent advice to 

Government, firstly, on the options it has, and secondly, on a recommended course 

of action. 

 

The Commission has completed it work and its report was published on the 7th 

October 2021.  It is a comprehensive report that takes account of an extensive 

consultation process, an examination of international approaches, and an 

assessment of various analyses of population, labour force and expenditure 

projections.  It has unambiguously established that the current State Pension 

system, as it stands, is not sustainable into the future and that change is needed.   
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In this regard, it sets out a wide range of recommendations.  Some of these are 

designed to make the system fairer; some are designed to mitigate cost pressures; 

and some are designed to increase funding of the system.  In the interests of both 

older people and future generations of older people, the far-reaching 

recommendations in the report need to be considered very carefully.  

 

With that in mind, in its initial consideration of the Report at its meeting on October 

7th, the Government decided – 

• to ask the Commission on Taxation and Welfare for its view, in line with its 

terms of reference, with respect to the PRSI changes recommended by the 

Commission by end February 2022;  

• to refer the Report to this Committee for its views; and  

• to refer it to the Cabinet Committee on Economic Recovery and Investment 

for consideration over the coming months.  It is expected that this will be done 

over a number of meetings. 

 

Taking all of this into account the Minister intends to bring a recommended response 

and implementation plan to Government by end of March 2022.   

 

In this regard, the Minister is looking forward to hearing the Committee’s view at your 

convenience and I hope this morning’s discussion will be helpful to you in developing 

that. 

 

I would like to conclude by saying that there are no policy proposals for the State 

Pension system that cannot be challenged or, equally, that would find universal 

support.  But we need to be realistic here – our State Pension system is facing 

serious sustainability challenges.  We need to consider the very real consequences 

of failing to implement essential reforms to fund a sustainable and adequate State 

Pension system. 

 

Finally, I’d like to compliment and thank Josephine Feehily, who was chair of the 

Pensions Commission, Roma Burke, who chaired its Technical SubCommittee, and 

all of their colleagues on the Pensions Commission on an excellent analysis and 
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report.  My own team provided the secretariat to the Commission and I can assure 

the Committee that it was a very busy team indeed such was the intensity of the 

Commission’s activities.  So now I’ll hand over to Josephine to take you through the 

work of the Commission and its recommendations in some detail and both Alan and I 

will be more than happy to assist the Committee with any questions it has after that.   

 

Thank You. 

 

 

ENDS. 

 

 


