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Reflecting on Pensions

• Where are we now?

• Where do we want to be?

• Where do we need to be?

• Are we any closer?

• What does the Framework tell us about the future for 
the Irish pension system?

What follows is entirely personal opinion and does not represent the views of either Arthur Cox or the IIPM
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Where is second tier provision now?

• Increasing DB closuresIncreasing DB closuresIncreasing DB closuresIncreasing DB closures (April 2010 EU pensions 15% to close to 
future accrual, 15% to wind-up)

• (Larger number of? Decreasing?) DC contributions DC contributions DC contributions DC contributions 

• (The accepted wisdom – prevailing economic reality of?) 
Increased costIncreased costIncreased costIncreased cost

• (Perception of?) “too much” risk“too much” risk“too much” risk“too much” risk (PMI/HSBC Survey, 2008)

• (Perception that?) financial education/individual choicefinancial education/individual choicefinancial education/individual choicefinancial education/individual choice is a good

• (Perception that?) Tax incentivesTax incentivesTax incentivesTax incentives promote saving vs tax 
incentives are “deadweight” to be redistributed
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Where do we want to be?

Green Paper (2007) – was designed to find the answer.

The Green Paper Consultation Report records that :

“There is general (but not universal) acceptance that 
State action is required to provide for an appropriate 
future pension system …

… (if little agreement about precisely what that 
system should be).”

Cousins M., (2008) Report on the Consultation Process for the Green 
Paper on Pensions (Dublin: Department of Social and Familly Affairs), pg10
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Reflection on Knowledge (I)

Knowledge is not a series of self-consistent theories that 
converges toward an ideal view; it is rather an ever increasing 
ocean of mutually incompatible (and perhaps even 
incommensurable) alternatives, each single theory, each fairy 
tale, each myth that is part of the collection forcing the others 
into greater articulation and all of them contributing, via this
process of competition, to the development of our 
consciousness.

– Paul Feyerabend
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What did we say we wanted?

• Social Welfare pension changes

• Auto-enrolment (soft- mandatory or mandatory)

• Tax, ARF and regulatory changes

• New public service scheme

• New DB model

• Dormant benefits/Tracing Service
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What the Framework sets out

• Social Welfare pension changes

• Auto-enrolment (soft-mandatory)

• Tax, ARF and regulatory changes

• New public service scheme

• New DB model

• Dormant benefits/Tracing Service
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Where do we want to be? Do we have a 
gubernetes? 

“We stongly believe that our strategic and long-
term,policies must be conveyed to all, to provide 
a clear statement of our intent and direction for 
the future.”
Cowan B., Lenihan B., and Hanafin M., (March 2010) 
National Pensions Framework – Forward (Dublin: 
Government of Ireland - Stationary Office)
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What is a pensions policy?

“Policy making is the process by which 
governments translate their political vision into 
programmes and actions to deliver ‘outcomes’ –
desired changes in the real world”
Pensions Policy Institute (2008), Maintaining consensus: long-term 
goals for the UK pensions system and options for ongoing policy 
review (London:  Pensions Policy Institute) 
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Where do we want to be?

What are the clearly conveyed long-term policies?
“We must plan to ensure adequacy of retirement 
incomes and the long-term future and sustainability of 
our pension system” – Forward, NPF

“The aim of the NPF is to deliver security, equity, 
choice and clarity for the individual.  It also aims to 
increase pension coverage, particularly among low to 
middle income groups and to ensure that State support 
for pensions is equitable and sustainable.” – Overview, 
NPF
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What policies are mentioned in the 
Framework?  Is it consistent?

• to ensure the long-term future and sustainability of our 
pension system

• to deliver security, equity, choice and clarity for the 
individual.

• to increase pension coverage, particularly among low 
to middle income groups

• to ensure that State support for pensions is equitable 
and sustainable

• to ensure adequacy of retirement incomes 

• 3/5



3

1212

© ARTHUR COX, 2008

What is consistency? 

Philosophy of Science:  Looks at the methodologies, 
assumptions, foundations and implications of science 

T.S. Kuhn’s characteristics of a good scientific theory
• Accurate – matches the evidence
• Consistent – internally and with other theories

• Broad in Scope – can it be/does it extend beyond its 
original intended scope

• Simple – does it reduce confusion and complexity
• Fruitful – does it reveal new or unnoticed relationships / 

new phenomena
1313
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What was the “policy” on adequacy and 
coverage?

“adequacy” is about maintenance of a level of retirement income which adequately 
relates to pre-retirement income (Green Paper -Exec Summary)

GP Para 1.12 – Target of 34% GAIE “appropriate” Social Welfare pension. 

GP Para 1.12 - Target of 50% of pre-retirement earnings “appropriate for combined 
pension income”. 

Coverage – the NPPI Board was aiming for 70% skewed towards the lower to middle 
deciles – no reasoning for this provided in the NPPI report .

The NPPI targets were endorsed by the Pensions Board’s National Pension Review 
(2006) .

Green Paper on Pensions (2007), Department of Social and Family Affairs (Dublin: 
Government of Ireland Stationery Office)
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Are the policies in the Framework 
consistent with the Framework?

• to ensure the long-term future and sustainability of our 
pension system

• to deliver security, equity, choice and clarity for the 
individual.

• to increase pension coverage, particularly among low 
to middle income groups

• to ensure that State support for pensions is equitable 
and sustainable

• to ensure adequacy of retirement incomes 
1515
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Does the Framework address the stated 
policy aims?
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What do others think our policies are?

OECD Pensions at a Glance 2009 reviews pension reform 
measures 2004-09  for the various OECD countries against 
five possible aspects (coverage, adequacy, financial 
sustainability, pension age and retirement incentives)

During that period Ireland’s reform was, as the OECD sees it, 
aimed at financial sustainability  as a result of the public sector 
pension levy.
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Where are we now in existing schemes?

• Increasing DB closuresIncreasing DB closuresIncreasing DB closuresIncreasing DB closures – do we want to stop these? 

• DC contributions DC contributions DC contributions DC contributions –––– do we want to increase these?

• Increased cost Increased cost Increased cost Increased cost –––– is this true? If so are pensions 
sustainable? Do we have to revise expectations down 
(or retirement age up)?

• “too much” risk“too much” risk“too much” risk“too much” risk – is this true? 

• financial education/individual choicefinancial education/individual choicefinancial education/individual choicefinancial education/individual choice – will this help

• Tax incentivesTax incentivesTax incentivesTax incentives – do they promote saving?  Do they 
promote saving within the policy context?
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Does the Framework address the current 

issues in the second tier?
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Where do we need to be?  

• Are there pension truths?

• If so, what are they? Do they involve 
adequacy, coverage and sustainability?

• Can we infer policy statements from the 
Framework?

• Does the Framework bring us any nearer 
the answers?
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Does the Framework take things forward?  
Does it reveal answers?  

Philosophy of Science:  Looks at the methodologies, 
assumptions, foundations and implications of science 

T.S. Kuhn’s characteristics of a good scientific theory
• Accurate – matches the evidence
• Consistent – internally and with other theories

• Broad in Scope – can it be/does it extend beyond its 
original intended scope

• Simple – does it reduce confusion and complexity
• Fruitful – does it reveal new or unnoticed relationships / 

new phenomena
2121
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Good theories (II)

Newton-smith’s “Good theory” features:
• Observational nesting: preserves the successes of 

predecessors
• Fertility – there is scope for development
• Track record – has it had successes
• Inter-theory support – does it have external 

substantiation
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Could the Framework pass these tests?
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What policy aims do we need to fit the 
model?

Inferred overall policy aims:

• To increase Social Welfare pension to protect against poverty

• To restrict tax incentivisation to the lower deciles of income 
consistent with high combined replacement ratios for those 
deciles

• To leave middle and upper income deciles to take their own 
decisions

• …  and to abandon 50% replacement ratio (and 70% coverage) 
for those groups and to substantially redistribute the tax reliefs –
focus on to “equity” part of the policy

• {To put retirement age up as much and often as is politically 
possible}
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What does external independent research 
suggest might be appropriate aims?

Pension Policy Institute conclusions:

• Deliver better on the state role – poverty prevention; and

• Enable and incentivise the private sector to provide earnings 
related pensions on a voluntary basis

General shape of a consensus solution:

• State pension to guarantee against poverty

• Means-test fewer people for basic income

• Give more people a full State pension

• Encourage voluntary earnings

• Expect to work longer to increase retirment income
Pensions Policy Institute (2006) : Shaping a stable pensions solution: Final Project Report, Pgs3-4
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What are the stated long term policies in 
the Framework?

• to ensure the long-term future and sustainability of our 
pension system

• to deliver security, equity, choice and clarity for the 
individual.

• to increase pension coverage, particularly among low 
to middle income groups

• to ensure that State support for pensions is equitable 
and sustainable

• to ensure adequacy of retirement incomes 
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Where do we need to be?

• Clear honest statements of overall policy
• To be based on sound economic analysis
• Societal acceptance of a revised pension compact

– High earner pensions
– Ministerial “pensions”

• Thorough planned regulatory revision to provide a 
simpler sustainable system both for voluntary DB and 
DC and for Social Welfare and Auto-enrolment 
elements.
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Reflection on Knowledge (II)

You can know the name of a bird in all the languages of the 
world, but when you’re finished, you’ll know absolutely nothing 
whatever about the bird.  You’ll only know about humans in 
different places, and what they call the bird.  So let’s look at the 
bird and see what it’s doingdoingdoingdoing – that’s what counts. I learned very 
early the difference between knowing the name of something 
and knowing something.

- Richard Feynman
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Where will the Framework take the 
second tier?

• Continued closure of DB schemes.  New model is a nice idea 
but it may well be too little too late and there is no indication of 
any proposal to reform regulation to fit it.  It is not on the 
timetable

• DC schemes may well decline once savings reach 50% of 3rd

decile income (“Optimum” tax-relieved pension). 
• Further regulation of DC schemes will reduce VOLUNTARY 

private sector provision
• Middle income earners will not achieve 50% replacement ratios 

and may well not achieve Optimum pension without mandatory 
system

• Voluntary provision will decline – perceived risk/reward is too 
unattractive (vs capital gain/loss system with no lock up) 
(despite cost hopefully coming down as interest rates increase 
and growth  returns). 2929
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What the Framework does?

•Illustrates the problems

•Provides a first tier solution (drawing on first tier 
experience)

•Provides a diplomatic democratic summary of key 

points from the second tier wish list

•Provides a low income adequacy/coverage solution

•Gives us a start

•It doesn’t provide clear direction, leadership or 
solutions for the second tier

•It isn’t honest about the revised policy for the second 
tier
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Accept the political reality

•Accept/confirm the Government’s policy shift

•Accept the reality of the tax redistribution

•Focus on proposals to rescue what remains of private 
sector provision above the DC “optimum” pension

•Lead the debate on new pension funding structures

•Persuade on unnecessary regulation

•Define a future vision
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Does the Framework address the current 

issues in the second tier?
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Some reflections on Pensions after the Framework
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