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Note from Consultants 

 

To: The Minister for Social Protection 

The Department of Social Protection 

Áras Mhic Dhiarmada 

Store Street 

Dublin 1 

 

7 June 2012 

 

 

Subject: 2010 Actuarial Review of the Social Insurance Fund 

We have pleasure in enclosing our report setting out our findings on the 2010 Actuarial Review 

of the Social Insurance Fund. 

The consultancy team would like to acknowledge the invaluable assistance given to the team by 

the members of the Steering Committee.  We also wish to acknowledge the assistance given by 

officials from the Department of Finance throughout our work. 

We would particularly like to acknowledge the support provided by Rowena Pecchenino, 

Professor and Head of the Department of Economics, Finance & Accounting at NUI Maynooth, 

who provided strong and independent insight into the central and variant macroeconomic and 

demographic assumptions as well as the value for money indicators to be examined as part of 

this review. 

Yours faithfully,  

      

Brian Morrissey, FSAI       Joanne Roche, FSAI 

NOTICE ABOUT THIS REPORT 

Our report is for the benefit and information of the addressees only. The scope of work for this report 

included as Appendix 7 has been agreed by the addressees and to the fullest extent permitted by law 

we will not accept responsibility or liability to any other party (including the addressees’ legal and 

other professional advisers), whether obtained under the Freedom of Information Act or otherwise, in 

respect of our work on the report. 
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1 Executive Summary 

1.1 Background  

The Social Welfare Consolidation Act, 2005 makes provision for the carrying out of 

actuarial reviews of the Social Insurance Fund at five yearly intervals. 

KPMG has been appointed by the Department of Social Protection to carry out this third 

actuarial review (‘Review’) of the Social Insurance Fund (‘Fund’) with an effective date of 

31 December 2010 in order to meet this legislative requirement and with a view to 

informing both short to medium term and long term policy development in relation to the 

social insurance system generally. This Review builds on the findings of the 2000 and 2005 

Reviews in relation to social insurance based benefits and pensions. 

The scope of the Review is set out in Section 2 and the original scope from the Request for 

Tender issued by the Department of Social Protection is included in Appendix A.7.  

The Review covers a 55 year period from 2011–2066. 

The main social insurance benefits paid by the Fund relate to retirement, illness, incapacity, 

unemployment, maternity and bereavement. It is funded by PRSI contributions from 

employees, employers and the self-employed, with a subvention from the Exchequer where 

there is a gap between income and expenditure. A description of how the Fund works is set 

out in Appendix A.1 and readers are advised to acquaint themselves with this content in 

order to better inform their understanding of this report. 

We have developed a financial projection model which underpins the analysis presented in 

this report. This model has been provided to the Department of Social Protection. 

Before commenting on the results, it is important to emphasise that long-term projections 

are, by their nature, unlikely to be borne out in practice. We would encourage readers to 

focus on the trends which emerge over the period and on the relativities between projected 

incomes and expenditures under the base case and the various scenarios, rather than on the 

results for individual years. Our reliance and limitations are included in Appendix A.9. 

1.2 Key Conclusions 

The key conclusions we have drawn from the Review are: 

 The Fund currently has a significant shortfall of expenditure over income (provisional 

2011 shortfall of €1.5bn on expenditure of €9.0bn but income of €7.5bn). 

 The shortfall is projected to further deteriorate over the projection period as shown in 

Figure 1.1.  

 Our projections indicate that in the absence of any action to tackle the shortfall, the 

excess of expenditure over income of the Fund will increase significantly over the 

medium to long term. In summary the provisional 2011 deficit of €1.5bn will double to 

€3.0bn by 2019 and will have increased to €25.7bn by 2066.  Expressed as a % of GNP, 

the shortfall is projected to increase from 1.1% of GNP in 2011 to 2.0% in 2019 and 

further increase to 6.4% in 2052 before gradually reducing to 5.7% by 2066.  
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 Significant Exchequer subvention will be required to meet ongoing expenditure 

requirements in the absence of reductions in expenditure levels or increases in PRSI 

income (beyond planned changes to May 2012, which have been factored into our 

projections). Exchequer subventions will need to more than treble (from 2011 levels) by 

2030 and increase by a factor of almost eight by 2040. 

 

Figure 1.1: Projection of Fund Financing (PRSI Income / Exchequer subvention) over the projection 

period; base case assumptions 

 The deterioration of the shortfall in the Fund will continue notwithstanding the recent 

refinements to social insurance schemes and changes to pension eligibility arrangements 

(including increases in the State Pension Age and the more onerous eligibility criteria).  

 In the medium to long term pension related expenditure is projected to become the 

predominant component of Fund expenditure, rising from 57% in 2011 to 85% in 2066.  

 The significant increase in pension-related expenditure is attributable to Ireland’s 

rapidly altering population structure and in particular the large rise in the over 65 year 

old population which is projected to increase from 11% of the total population in 2010 

to 15% in 2020 and further to 24% in 2060. 

 Simultaneously the pensioner support ratio
1
 is projected to decline from 5.3 workers for 

every individual over 65 in 2010 to 3.9 workers by 2020 and to 2.1 workers by 2060. 

 Our base case scenario assumes that benefits generally increase in line with national 

average earnings. Re-rating benefits in line with CPI rather than in line with earnings 

dramatically impacts the Fund finances and alleviates the projected shortfalls. However, 

re-rating benefits in line with CPI results, over time, in pension rates of payment 

significantly behind the target pension level of 35% of National Average Earnings 

                                                      
1 The ‘Pensioner Support Ratio’ relates to the number of people of working age (20 – 64) relative to those over 

pension age (65+). Further detail is provided in Section 6. 
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particularly where indexation does not keep pace with earnings growth for a sustained 

period. 

 Social insurance benefits offer excellent value for money for those on the lower part of 

the income distribution, those with shorter contribution histories, and the self employed. 

For those at the higher end of the income distribution, the Fund is redistributive and they 

generally get back less than they pay in. 

 The key conclusions of our Review are broadly consistent with the findings of the 2005 

Review. The shortfall at the end of the projection period is now smaller than that 

projected in the 2005 review; this is driven by a combination of updated macroeconomic 

and demographic assumptions, lower pension related expenditure (primarily due to 

pension reforms which are to be implemented by the end of the projections period) and 

lower projected expenditure on a number of categories such as jobseekers and illness 

benefit due to lower expected numbers accessing these benefit categories in the future. 

1.3 Overview of the Base Case 

Table 1.1 summarises the shortfall of projected income to expenditure (expressed as a % of 

projected GNP and projected GDP) under our base case scenario.  

All figures are in 2012 price terms (i.e. net of Consumer Price Index inflation after 2012), 

except for the 2010 figures which are known and 2011 figures which are provisional outturn 

actual cash amounts. 

Year 
Total Receipts 

(€ billions) 

Total 
Expenditure 
(€ billions) 

Shortfall 
(€ billions) 

Shortfall as a % 
of GNP 

Shortfall as a % 
of GDP 

2010* 6.7 9.4 2.7 2.2% 1.7% 

2011* 7.5 9.0 1.5 1.1% 0.9% 

2012* 7.1 8.9 1.8 1.4% 1.2% 

2013 7.2 9.2 2.0 1.5% 1.3% 

2014 7.5 9.5 2.0 1.5% 1.2% 

2015 7.6 9.7 2.0 1.5% 1.2% 

2016 7.9 10.1 2.2 1.6% 1.3% 

2017 8.1 10.6 2.4 1.7% 1.4% 

2018 8.4 11.1 2.7 1.8% 1.5% 

2019 8.6 11.6 3.0 2.0% 1.6% 

2020 8.9 12.1 3.2 2.1% 1.7% 

            

2030 11.8 17.3 5.6 2.6% 2.1% 

2040 14.3 25.9 11.6 4.4% 3.5% 

2050 16.9 36.4 19.5 6.2% 5.0% 

2060 20.7 44.7 23.9 6.1% 4.9% 

            

2066 23.5 49.3 25.7 5.7% 4.6% 

*An outline of the reasons for the volatility in the projected receipts and expenditure in the early part of the projection period is 

provided in Section 7.1, coupled with further analysis. 

Table 1.1: Summary of shortfall of projected income to expenditure (expressed as a % of projected GNP 

and projected GDP) under base case scenario 
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1.4 Base Case Assumptions used  

The selected base case assumptions reflect discussions with the Steering Committee, the 

Department of Finance and Rowena Pecchenino, Professor of Economics and Head of the 

Department of Economics, Finance & Accounting at NUI Maynooth (and part of the KPMG 

team).  

For the base case, the macroeconomic assumptions for the short term (i.e. up to 2015) 

projections are those set out by the Department of Finance in the Stability Programme 

Update of April 2012. Demographic assumptions and macroeconomic assumptions from 

2016 onwards reflect those used in the 2012 Ageing Report
2
 with two exceptions; mortality 

assumptions which have been set to be in line with the CSO’s ‘Population and Labour Force 

Projections 2011 – 2041’ study and unemployment assumptions to reflect a smoother 

adjustment to structural unemployment rates given current and short term projected levels of 

unemployment. The base case assumptions are therefore generally consistent with the 

assumptions used by the Department of Finance for current projection purposes.  

Table 1.2 below outlines the key base case macroeconomic assumptions used in our 

projections. 

Year Real GNP Growth  Price Inflation 
Real Earnings 

Growth 
Employment Growth 

2011 -2.5% 2.6% -3.5% -2.1% 

2012 -0.2% 1.6% -1.2% 0.7% 

2013 1.4% 1.3% -0.3% -0.3% 

2014 2.3% 1.4% 0.0% -0.2% 

2015 2.3% 1.8% 0.1% 0.0% 

          

2016-2020 2.7% 2.0% 1.8% 0.9% 

2021-2025 3.3% 2.0% 1.6% 1.7% 

2026-2030 3.1% 2.0% 1.5% 1.5% 

2031-2035 2.4% 2.0% 1.5% 0.8% 

2036-2040 1.9% 2.0% 1.5% 0.4% 

2041-2045 1.7% 2.0% 1.5% 0.2% 

2046-2050 1.8% 2.0% 1.5% 0.2% 

2051-2055 2.1% 2.0% 1.5% 0.6% 

2056-2060 2.3% 2.0% 1.5% 0.8% 

2061-2066 2.3% 2.0% 1.5% 0.8% 

Table 1.2: Key base case macroeconomic assumptions  

Table 1.3 outlines the key statistics from our population projections at various spot years 

into the future. 

                                                      
2 The 2012 Ageing Report: Economic and budgetary projections for the 27 EU Member States (2010 - 2060) published 

on 15 May 2012. 
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2010 2020 2030 2040 2050 2060 

Fertility rate 2.07 2.05 2.04 2.02 2.00 1.99 

Life expectancy at 65 - males (years)    18.4 21.2 22.9 23.9 24.9 25.8 

Life expectancy at 65 - females (years) 21.0 22.9 24.3 25.2 26.2 27.0 

Net migration (thousands) -21.5 22.5 20.8 19.0 17.3 15.6 

Population (millions) 4.5 5.0 5.6 6.1 6.5 6.9 

Table 1.3: Key base case demographic assumptions  

The growth rates for GNP in the base case are in line with the Stability Programme Update, 

April 2012, where the allowance for GNP growth rates is to coincide with those for GDP 

growth rates in the long term. From our discussions with the Department of Finance, 

projected growth in Ireland is higher than for many other European countries due to Ireland 

having a more favourable demographic outlook. In particular, per the Ageing Report, the 

Irish total fertility rate of 2.07 in 2009 compares with a European average of 1.60, 

contributing to a more gradual ageing of the Irish population relative to many other 

European countries.  

Given the current instability in the Euro-zone area and the considerable uncertainty about 

prospects for the region, we have considered alternative growth rates for GNP and 

alternative real earnings growth rates in Section 8. 

1.5 Main Drivers of changed outlook for the Fund 

1.5.1 Ageing of the Population and associated pension expenditure increases 

The main driver of the increase in overall projected expenditure is pension related 

expenditure, which is itself attributable, to a large extent, to the projected ageing of the 

population over the next 55 years. Other significant contributing factors are increased labour 

force participation and the consequent increase in the numbers meeting the qualification 

conditions for State pension, and at the higher pension rates. These factors are mitigated to 

some extent by the 2012 changes to the qualification conditions and rate bands and further 

changes to be incorporated in 2020 under the National Pensions Framework. 

Table 1.4 illustrates that the over 65s are projected to increase from 11% of the total 

population in 2010 to 24% in 2060.  

Age Group 2010 2020 2030 2040 2050 2060 

0 – 19 1,238 1,399 1,410 1,434 1,568 1,597 

20 – 64 2,727 2,893 3,121 3,301 3,341 3,598 

65 + 514 750 1,034 1,341 1,624 1,681 

Total 4,479 5,042 5,565 6,076 6,533 6,876 

              

0 – 19 28% 28% 25% 24% 24% 23% 

20 – 64 61% 57% 56% 54% 51% 52% 

65 + 11% 15% 19% 22% 25% 24% 

Pensioner Support Ratio 5.3 3.9 3.0 2.5 2.1 2.1 

Total Support Ratio 1.6 1.3 1.3 1.2 1.0 1.1 

Table 1.4: Population Structure 2010 to 2060 (000s); base case assumptions 
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The pensioner support ratio is projected to decline from 5.3 workers for every individual 

over pension age to 2.1 workers over the period of the projections. 

The trends in increasing age and total support ratios are consistent with the initial findings 

for the CSO in Census 2011, which indicates that Ireland is currently undergoing a change 

in its population composition and is facing into the challenges of an ageing population. 

Over the period to 2060, it is projected that the EU as a whole would move from having four 

working-age people for every person aged 65 or over to two working-age people; whereas 

Ireland over the same timeframe would move from having 5.3 working age persons to every 

pensioner to having 2.1 working aged people for every pensioner. In effect, the trend in the 

wider European economy will be mirrored in Ireland.  Even though Ireland starts from a 

better position compared with the rest of Europe in terms of the relative numbers of workers 

to those of pension age, the decline in our projected support ratio is projected to be rapid and 

severe.  

The key driver of the ageing of the population is increasing life expectancy which is not 

mitigated by increases in fertility rates which are projected to remain below the natural 

‘replacement’ rate of 2.1 throughout the period.  

1.5.2 Recent increase in the expenditure associated with non-pension benefits 

While demographic factors are a significant contributing factor to the longer-term increase 

in expenditure notably pension-related expenditure, there has been a significant increase in 

recent years in the level of expenditure associated with short term benefit categories which 

has been influenced significantly by the economic environment in Ireland.   

In particular, PRSI contribution income has been severely negatively affected and 

unemployment rates remain above levels anticipated in the previous review and in excess of 

long term equilibrium unemployment. 

Notwithstanding the recent increases in non–pension expenditure categories, over the long 

term, the financing pressures associated with these schemes is anticipated to dissipate due to 

reduced numbers accessing these schemes in the future.  

Table 1.5 below shows the projected expenditure split by pension and other benefits. 

Year 
Total 

Receipts  
(€ billions) 

Pension related expenditure 
(€ billions) 

Other expenditure 
(€ billions) 

Shortfall as a % GNP 

2011 7.5 5.1 3.9 1.1% 

2030 11.8 13.2 4.1 2.6% 

2066 23.5 42.0 7.3 5.7% 

Table 1.5: Pension and non-pension related expenditure under base case assumptions  

The above results indicate that as a result of rapid increases in pension related expenditure 

as the population structure changes: 

 pension expenditure as a proportion of total Fund expenditure is projected to rise from 

approximately 57% in 2011 to 85% in 2066; 
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 non-pension benefits as a proportion of total Fund expenditure is projected to reduce 

from approximately 43% in 2011 to 15% in 2066. 

Contributions have not been explicitly hypothecated to different benefit categories, though 

pension related expenditure as a proportion of total contribution income is projected to rise 

from 68% in 2011 to 178% in 2066. Short-term benefits currently absorb approximately 

52% of contribution income and this is projected to fall to approximately 31% by 2066. 

Expenditure on Illness Benefit and Jobseeker’s Benefit, which are two of the most 

significant short-term benefits, is projected to decline over the first five years of the 

projection period; in the case of Illness Benefit due to changes in duration of entitlement and 

in the case of Jobseekers Benefit due to projected reductions in the numbers of short-term 

unemployed.  

1.5.3 Developments affecting social insurance expenditure since previous Review 

Over the period since the last Review, significant changes to social insurance benefit and 

pensions have been introduced across a wide range of schemes. 

The effective date of the Review is 31 December 2010; however we have taken account of 

the budgetary and legislative changes impacting benefit and contribution levels at the date 

of finalising the Review. 

In particular, the National Pensions Framework provided for a range of changes to the 

qualifying conditions for State pensions including: 

 a provision for a standardisation in the State Pension Age at 66 in 2014 rising to 67 by 

2021 and to 68 by 2028 coupled with the abolition of the State Pension (Transition) 

from 2014. (Social Welfare and Pensions Act 2011); 

 an emphasis  on ‘paid’ rather than ‘credited’ social insurance contributions; 

 addressing anomalies due to the current ‘averaging’ rule which is to be replaced by a 

‘total contributions approach’; 

 measures to reduce the long term costs associated with pension related expenditure.  

Further commentary is included in Sections 3 and 11. 

1.6 Alternative scenarios examined 

We have carried out a number of scenario tests in addition to the base case to quantify the 

responsiveness of the results to changes in the key underlying macroeconomic and 

demographic assumptions.  

The results (at least when expressed as a % of GNP) are not particularly sensitive to 

alterations in the macroeconomic variables because changes to real earnings growth are 

assumed to commensurately affect productivity and hence GNP. 

We note that the projections are particularly sensitive to the following factors:  

 the approach used to index benefit payments (i.e. a change from increases in line with 

National Average Earnings (‘NAE’) to increases in line with the Consumer Prices 

Index); 
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 the future population profile which is impacted by increasing life expectancy, fertility 

rates and migration flows.  

A range of alternative scenarios is examined in Sections 8 and 10. 

1.7 Equalised Contribution Rates 

Equalised contribution rates are the multiple of current contribution rates which would be 

required to balance the Fund’s income and expenditure. We have developed equalised 

contribution requirements, with and without Exchequer subvention, over, 5, 10, 20 year 

periods and the full projection period.   

Table 1.11 sets out the results in the form of multiples of the current contribution rates. This 

table shows that, over the 5 years commencing in 2013
3
, contribution requirements are circa 

128% of benefit outgo. In other words, current contribution rates would need to be on 

average 28% higher over the next 5 years if income and expenditure were to be balanced. 

However, as the periods are extended beyond 5 years, the contribution shortfall increases 

significantly. 

Starting No Subvention 
Subvention of 
25% Benefits 

Subvention of 
33% Benefits 

  Equalised Contributions for 5-year period 

2013 128% 97% 90% 

  Equalised Contributions for 10-year period 

2013 132% 99% 92% 

2023 144% 106% 98% 

2033 172% 120% 110% 

2043 207% 136% 123% 

2053 217% 141% 127% 

  Equalised Contributions for 20-year period 

2013 139% 103% 95% 

2033 172% 120% 110% 

2053* 215% 140% 126% 

  Equalised Contributions for whole projection period 

2013 165% 117% 107% 

* 13 year (as opposed to 20 year) year period beginning 2053 and ending in 2066 

Table 1.11: Summary of Equalised Contribution Rates; base case scenario  

The figures show that in the absence of significant increases in contribution rates (or 

corresponding reductions in expenditure) large Exchequer subventions will be required to 

balance income and outgo.  

By way of explanation, the 123% highlighted in the above table indicates that for the 10 

year period from 2043 to 2053, even allowing for an annual Exchequer subvention of 33% 

of expenditure, projected contribution income would need to be 23% higher than the then 

projected rates in order to keep the Fund in balance.  

                                                      
3 Given that we are now midway through 2012, 2013 is the first year of our modelled projections and the earliest 

date any envisaged budgetary or policy changes could practically be implemented. 
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1.8 Discounted value of future shortfalls in the Fund 

Table 1.12 shows the discounted value at the date of the Review of the projected shortfalls 

of the Fund. This is defined as the present value of the Fund shortfalls (i.e. difference 

between income and expenditure) over a number of time periods. We have used a real 

discount rate of 2% p.a. 

Period 
Discounted value of future shortfalls  

(€ billions) 

5 years 8.8 

10 years 20.4 

20 years 51.6 

30 years 103.3 

Full Period 323.7 

Table 1.12: Net Present Value of Deficit at 1st January 2011 

It is important to realise that the discounted value of future shortfalls is a hypothetical figure 

reflecting the ‘pay as you go’ nature of the system. It is, however, a useful measure 

(expressed in 2012 real price terms) of the magnitude of the shortfalls expected to build up 

in the Fund, all else being equal. €324bn equates to 2.5 times 2011 levels of GNP. 

1.9 Value for money indicators 

We were asked to look at a range of value for money measures to examine the extent to 

which individuals receive value for money from the Fund in respect of their own and their 

employer’s contributions.  

The State Pension (Contributory) is the primary benefit provided to all with the minimum 

number of paid PRSI contributions (provided contributions commenced before age 56). We 

developed value for money indicators which compare the present value of all future PRSI 

contributions by / on behalf of an individual to the present value of the future pension 

benefits from the Fund.  This represents a minimum assessment of value for money. 

Beyond the State Pension (Contributory), there are many other benefits such as Jobseeker’s 

Benefit, Illness Benefit and Maternity Benefit that may be accessed over the course of an 

individual’s working life, depending on PRSI Class, with the full range available to Class A.  

We have calculated the annualised contribution rates that would need to be paid to replicate 

the State Pension (Contributory) on a range of earnings and pension rates for individuals 

entering the PRSI system at age 25 (on a given set of assumptions about the future –

described in Section 9). This is shown in Table 1.13 where the ’Hypothetical Required’ 

PRSI Rate can be directly compared with the ‘effective’ annual rate of PRSI applying to 

Class A and Class S contributors. (The ‘effective’ rate of PRSI is calculated as the PRSI rate 

(combined employee and employer in the case of Class A) which would be payable on all 

income above the weekly PRSI Free Allowance, where applicable). 

The ‘Hypothetical Required’ contribution in the table is the percentage of salary required to 

be paid annually on an individual’s full income and compares directly with the ‘effective 

PRSI rate’. 
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Weekly 
Pension  

Minimum Wage NAE NAE X2 NAE X3 

Hypothetical 
Required 

Rate 

Effective 
Annual Rate Hypothetical 

Required 
Rate 

Effective 
Annual Rate Hypothetical 

Required 
Rate 

Effective 
Annual Rate Hypothetical 

Required 
Rate 

Effective 
Annual Rate 

Class 
A 

Class 
S 

Class 
A 

Class 
S 

Class 
A 

Class 
S 

Class 
A 

Class 
S 

€230.30 30.5% 7.2% 3.7% 14.9% 12.3% 3.7% 7.5% 12.6% 3.7% 5.0% 12.7% 3.7% 

€225.80 29.9% 6.6% 3.4% 14.6% 11.3% 3.4% 7.3% 11.6% 3.4% 4.9% 11.7% 3.4% 

€207 27.4% 5.3% 2.7% 13.4% 9.0% 2.7% 6.7% 9.2% 2.7% 4.5% 9.3% 2.7% 

€196 25.9% 3.8% 1.9% 12.7% 6.4% 1.9% 6.3% 6.6% 1.9% 4.2% 6.6% 1.9% 

€150 19.8% 2.6% 1.3% 9.7% 4.4% 1.3% 4.9% 4.5% 1.3% 3.2% 4.5% 1.3% 

€92 12.2% 1.8% 0.9% 6.0% 3.1% 0.9% 3.0% 3.2% 0.9% 2.0% 3.2% 0.9% 

Table 1.13: Contribution rate as % salary required to replicate the State Pension (Contributory) 

payments as compared with actual effective PRSI rates 

The findings of this Review in terms of value for money assessments are consistent with the 

previous Review, notwithstanding the changes in the contribution rules and associates rates 

of payment which will be introduced in September 2012: 

 Those on lower incomes fare considerably better than those on higher incomes. 

 Those with dependants achieve better value for money (when assessing value for money 

on an individual rather than on a per household basis). 

 Those with short contribution histories have the potential to fare better than those with 

full contribution histories. 

 The Fund provides better value to female than to male contributors. 

 The self-employed achieve better value for money compared to the employed – when 

the comparison includes both employer and employee contributions in respect of the 

employed person. 

 For those at the higher end of the income distribution, the Fund is redistributive and 

these individuals generally get back less than they pay in. 

  Higher value for money is achieved where benefits in addition to the State Pension 

(Contributory) are accessed. 
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2 Introduction and Scope 
 

This section includes: 

 legislative background and scope of the Review 

 contents of the Review 

 explanation of the projected figures in this Report 

2.1 Background to this Review 

The Social Welfare Consolidation Act, 2005 makes provision for the carrying out of 

actuarial reviews of the Social Insurance Fund, at five yearly intervals.  

The first Actuarial Review of the Social Insurance Fund (‘Fund’) was completed in 2002 

(with an effective date of 2000) and a second review was completed in 2007 (with an 

effective date of 2005).  

Following a public tender process, the Department of Social Protection requested KPMG to 

prepare the third actuarial review (‘Review’) of the Fund to fulfill the legislative 

requirement as at an effective date of 31 December 2010 and with a view to informing 

policy at this time in the life of the Fund. The 2010 Review builds on the findings of the 

2000 and 2005 Reviews and takes comprehensive account 
4
 of all legislated changes, 

Government commitments, and announced reforms expected to impact on the Fund over the 

course of the projection period (i.e. the 55 year period from 2011 to 2066).  

A report is required to be made to the Minister for Social Protection on completion of each 

Review, and a copy of the report under this section is to be laid before each house of the 

Oireachtas within 6 months of the completion of the Review.  

It is anticipated that this report will provide information to the Department of Social 

Protection to assist short, medium, and long term policy development in relation to the 

social insurance system generally. 

2.2 Challenges facing the Social Insurance Fund currently 

The challenges facing the Fund are mirrored by many social security programs 

internationally. The following is a quotation from IAN1
5
: ‘Many social security programs 

face financial challenges in planning for the future due, among other things, to the effects of 

changing demographic structures over time. Important political decisions are being planned, 

considered and/or made in order to meet these challenges. In many cases, the main concern 

is future long-term costs’.  

In addition, with regard to the Irish Fund, the costs associated with short term benefits such 

as Jobseeker’s Benefit and Illness Benefits have increased dramatically (albeit with some 

recent softening due to reductions in short term unemployment rates and changes to the 

duration of entitlement impacting on Illness Benefit). The financing pressures are impacted 

                                                      
4 Based on available information up to date of finalisation of this report. 
5 International Actuarial Note 1: Actuarial Practice for Social Security Programs, which was prepared by the 

Social Security Committee of the International Actuarial Association published on 1 January 2003 and 

reformatted to IAN1 on 24 January 2012. 
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not just by general increasing expenditure pressures but are compounded by the reduction in 

PRSI contribution income since the onset of the financial and economic crisis, despite the 

introduction of a number of PRSI base broadening measures.  

2.3 Scope of our Work 

The full scope of our work was set out in the Request for Tender document issued by the 

Department of Social Protection in December 2011 and is included in Appendix A.7. Our 

Review addresses the requirements save for the agreed exception noted in Appendix A.7. 

The principal output of the Review relates to projections of income and expenditure of the 

Fund over the short, medium, and long term (up to 2066). The projections were carried out 

using a principal set or ‘base case’ set of assumptions about the future, in addition to a wide 

range of alternative assumptions.  

All calculations reflect anticipated reforms e.g. the changes to pensions in 2020 described in 

the National Pensions Framework, in addition to the wide range of changes effected and 

planned for in recent years, impacting on both the income side in terms of the PRSI base and 

the expenditure side in terms of altered benefit rates and qualification conditions. 

A key component of the exercise involved the calculation and impact of: 

 ‘breakeven contribution rates’ (multiples of current PRSI contributions required to 

balance income and expenditure); 

 varying subvention (transfers from the Exchequer) amounts; 

 combination of multiples of current PRSI contributions and Exchequer subvention 

amounts. 

As part of our review of alternatives for the future progression of Fund expenditure, we 

assessed the costs associated with up-rating of benefit rates and limits in line with a number 

of different indexation measures (including real earnings and price inflation). 

In addition to the core income and expenditure projections, the report examines a range of 

‘value for money’ indicators for a number of different contributors to the Fund.  

2.4 Guide to our report 

A guide to the remainder of our report is set out in the Table 2.1 below. 

Section Title Description 

Section 3 Recent developments and 

Government commitments 

in relation to Social 

Expenditure 

 Outlines effected and proposed changes to the income and 

benefits paid by the Fund and the timeframe for the 

introduction of these changes 

Section 4 Data used in the Review  Main categories and sources of data used in the Review 

Section 5 Methodology and 

Assumptions 
 Introduction to the methodology and assumptions employed in 

our assessment of the projected income and expenditure of the 

Fund 

 How individual contribution and expenditure items were 
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Section Title Description 

modelled as part of this Review 

Section 6 Population and Labour 

Force Projections 
 How individual year by year population projections were 

carried out allowing for assumed births/ deaths/ net migration 

 Outlines what assumptions were made to determine the above 

three key variables 

 Describes the labour force participation projection 

methodology 

 High level analysis of population and labour force projections 

Section 7 Base case results  Projections of the level of income and expenditure up to 2066, 

We highlight the shortfall that arises in nominal terms and as a 

percentage of GNP 

 Break-even contribution rates needed to meet the total 

expenditure for a range of future time periods 

 Comparison over the projection period of overall expenditure 

of the long and short term benefits 

 Discounted value of the sum of the future projected shortfalls 

of the Fund 

Section 8 Sensitivities of projections 

to assumptions 
 The economic and demographic scenarios examined and 

rationale for the sensitivities chosen  

 Results of the different sensitivities 

Section 9 Value for money 

projections 
 Value for money in terms of the pension provided by the Fund 

to those paying class A contributions for late and early 

entrants into the PRSI system 

 Value for money to self employed 

 Impact of National Pension Framework on value for money 

provided by contributory pensions to class A PRSI members 

 Annualised contribution rates which, if paid into a 

hypothetical pension pot and invested to retirement, would be 

sufficient to replicate a pension broadly equating to the State 

Pension (Contributory) payments 

Section 10 Projections reflecting 

various policy options 
 Outlines the policy options examined and justification for why 

these were chosen including cost to the Fund of introducing 

Jobseeker’s Benefit and Invalidity Pension to self employed 

 Results of the different policy options projections 

Section 11 Comparisons with previous 

review 
 Sets out the principal differences between this and the 2005 

Review in the areas of assumptions, data, and enacted/ 

anticipated changes to benefit entitlements 

Appendix A.1 How the Social Insurance  Overview of benefits and the criteria for benefit entitlement. 
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Section Title Description 

Fund works  Overview of the contribution rates into the Fund 

Appendix A.2 Summary of the details 

provided 
 Accounts of the Fund (2006-2011) 

Appendix A.3 Summary of Key Data 

Provided and Checks 

Performed 

 Key 2010 data provided 

 Summary of all other details provided from various sources 

 Overview of the checks performed by KPMG 

Appendix A.4 Trends 2001-2010 - Social 

Insurance Expenditure, 

Finance and Supplementary 

Statistics 

 Trends in level of benefit payments since 2001 including 

overview of the macroeconomic and budgetary changes that 

impacted these trends 

Appendix A.5 Population and Labour 

Force Projections 
 Details of our base demographic population and labour force 

projections 

 Details of how our demographic projections change under our 

stressed scenarios 

Appendix A.6 Detailed projections on the 

principal and variant 

assumptions  

 Detailed individual expenditure and income projections under 

the base scenario 

 Detailed long and short benefit projections under each of our 

scenario runs from Section 8 

Appendix A.7 Scope of Report  Detailed scope as set out in the RFT 

Appendix A.8 Steering Committee  Membership of Steering committee  

Appendix A.9 Reliance and Limitations  

Table 2.1: Guide to our report 

2.5 Notes in relation to this Review 

It should be noted that the projections are based on a wide range of assumptions about the 

future which are unlikely to be borne out in reality. We would encourage readers to focus on 

the trends which emerge over the projection period of the Review and on the relativities 

between various items of income and expenditure rather than on the results for individual 

years. 

Sensitivities and variant (from base case) scenarios are included in Sections 8 and 10. 

All figures are in 2012 price terms (i.e. net of Consumer Price Index inflation after 2012), 

except for the 2011 figures which are provisional outturn actual cash amounts. 

This report complies with International Actuarial Note No. 1 (IAN 1 on Actuarial Practice 

for Social Security Programs) prepared by the Social Security Committee of the 

International Actuarial Association published on 1 January 2003 and reformatted to IAN 1 

on 24 January 2012. 
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This report should be read in its entirety as individual sections if read in isolation may be 

misleading. 

Reliance and Limitations are set out in Appendix A.9. 
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3 Recent Developments and Government Commitments in 

relation to Social Expenditure 
 

This section includes: 

 Background to the Irish Social Welfare System and the Irish Social Insurance Fund 

 Recent changes to Fund expenditure, contributions and payment rates (2006-2012) 

 Recent reforms and Government commitments to pension changes 

3.1 Background to the Irish Social Welfare system 

Ireland’s social welfare system is:  

 contingency based; 

 delivered predominately through statutory schemes supplemented by some 

administrative schemes; 

 funded very broadly 60:40 through general taxation and contributions to the Social 

Insurance Fund. 

In general, to qualify for a primary weekly social welfare payment a person must experience 

a defined contingency, such as unemployment or lone parenthood, and satisfy either a social 

insurance contribution requirement (for a PRSI based payment) or a means test (for 

payments funded through general taxation).  

There is both an insurance-based and a means-tested payment in respect of many 

contingencies, including unemployment, widowhood, old age etc. The main exceptions to 

the contingency model are the Child Benefit scheme, which is virtually universal and 

Supplementary Welfare Allowance (SWA), which is a means tested general guarantee of 

minimum income not linked to any specific contingency.  

 In addition, the Household Benefits Package is available to all persons aged 70 and over, 

regardless of social welfare status or the composition of the household. Finally, the Respite 

Care Grant, without a means test, is payable to all persons providing full time care and 

attention or the necessity to be in receipt of a carer’s weekly payment from the Department 

of Social Protection.  

The social insurance (PRSI) system, which is the subject of this review, is mandatory and 

insures nearly all workers and the self-employed for a range of contingencies such as old 

age, ill health, maternity and unemployment. The range of contingencies covered is 

dependent on the Class of PRSI paid.  

Most employees pay Class A PRSI.  This class of contribution confers an entitlement to the 

full range of social insurance payments that are available from the Department of Social 

Protection, subject to meeting the qualifying criteria.   

The other classes of social insurance are Classes C, D, B, E, H, J, S, K, M and P.  Those 

insured in one of these classes pay insurance at a lower rate than Class A contributors.  

Consequently, they are not entitled to the full range of social insurance payments.  Social 

Welfare expenditure totalled €20.8bn in 2010, comprising €9.5bn in Social Insurance 
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expenditure. By way of background, of the remaining €11.3m Social Welfare expenditure 

(unrelated to the Social Insurance Fund), the two biggest components were Jobseeker’s 

Allowance of €2.8bn and Child Benefit of €2.2bn.  

3.2 Background to the Irish Social Insurance Fund 

The Fund is a pay-as-you-go (PAYG) social insurance scheme that is financed by 

contributions from employees, employers, the self-employed and by a contribution or 

‘subvention’ from the Exchequer when the cost of the benefits exceeds the contribution 

income. 

PRSI contributions are paid into the Fund. This Fund helps to finance the wide range of 

contributory social insurance benefits, pensions and other payments. The primary long term 

benefit from the Fund is the State Pension (Contributory) (‘SPC’), which is payable at age 

66 to those who retire from insurable employment and who satisfy the social insurance 

contribution conditions.  

Legally the Exchequer is the residual financier of the Fund and Exchequer subventions were 

the norm for over 40 years – for example in 1967 the Exchequer subvention was 38% of 

Fund expenditure. However, no Exchequer contribution was required between 1997 and 

2009 as the Fund was in surplus on foot of contributions from employers and workers in 

those years. 

In 2010, the vast majority (75%) of PRSI contributors pay at Class A, with another 11.7% in 

Class S (i.e. the self employed).  At a glance, Table 3.1 provides details of the benefit 

entitlements available to each of the PRSI classes. 

  PRSI Classes 

 Benefits / Pensions A B C D E H J P S 

Jobseeker's Benefit √         √   *   

Illness Benefit √       √ √   *   

Health and Safety Benefit √       √ √       

Maternity Benefit √       √ √     √ 

Adoptive Benefit √       √ √     √ 

Invalidity Pension √       √ √       

Widow(er)'s  and Surviving Civil Partners (Contributory) Pension √ √ √ √ √ √     √ 

Widower's (Contributory) Pension √ √ √ √ √ √     √ 

Guardian's Payment (Contributory) √ √ √ √ √ √     √ 

State Pension (Transition) √       √ √       

State Pension (Contributory) √       √ √     √ 

Bereavement Grant √ √ √ √ √ √     √ 

Treatment Benefit √       √ √   √   

Occupational Injuries Benefit √ *   √     √     

Carer's Benefit √ √ √ √ √ √       

* Limited Benefit  

Table 3.1: PRSI Class and (potential) entitlement to benefit (subject to meeting qualifying conditions) 

Full details of all benefits and recent changes to these benefits are provided in Sections 3.4 - 

3.6. 
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3.3 Changes to PRSI contributions 2006 to date  

2006 Measures 

The annual earnings ceiling for employee PRSI increased by €2,420, from €44,180 to 

€46,600. The exemption threshold for employee PRSI increased from €287 a week to €300 

a week. 

2007 Measures  

The annual earnings ceiling for employee PRSI increased by €2,200, from €46,600 to 

€48,800. The exemption threshold for employee PRSI increased from €300 to €339 per 

week. In addition, recipients of Farm Assist became liable to make PRSI contributions. 

2008 Measures 

The annual earnings ceiling for employee PRSI increased by €1,900, from €48,800 to 

€50,700. The exemption threshold for employee PRSI increased from €339 to €352 per 

week. 

2009 Measures 

The annual earnings ceiling for employee PRSI increased by €1,300, from €50,700 to 

€52,000 and, in the Supplementary Budget in April 2009, this ceiling was further increased 

from €52,000 to €75,036.  

2010 Measures  

There were no changes to PRSI in Budget 2010. 

2011 Measures 

Budget 2011 introduced significant changes to the PRSI system including: 

 the abolition of the annual PRSI ceiling (€75,036) for employees; 

 the application of a new rate of 4% employee PRSI to modified (Civil and Public 

service) contributors on earnings above €75,036, up from 0.9%; 

 Office Holders were made liable for the first time to pay a PRSI contribution of 4% on 

all income where income is greater than €5,200 p.a. ( no benefit  entitlement); 

 the rate of contribution payable by the self-employed was increased from 3% to 4%. The 

income floor, after which self-employed pay PRSI on all income, was raised from 

€3,174 to €5,000; 

 employee PRSI relief on employee pension contributions and public service pension-

related deduction (pension levy) was abolished; 

 employer PRSI relief on employee pension contributions was halved; 

 share-based remuneration became chargeable to employee PRSI from January  1, 2011.  

Where the share award was the subject of a written agreement entered into prior to that 

date, the employee liability commenced from1  January 2012; 

 with effect from 2 July 2011, as part of the Government’s Jobs Initiative, Employer’s 

PRSI for those earning less than €356 a week or equivalent has been halved from 8.5% 

to 4.25% (including the National Training Fund Levy). This measure will be in place 

until end-2013. 
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2012 Measures 

The relief of 50% of employer PRSI for employee contributions to occupational pension 

schemes and other pension arrangements was removed from 1 January 2012.   

The minimum number of paid PRSI contributions required to be eligible to become a 

voluntary contributor increased from 260 paid contributions to 520 paid contributions. This 

requirement will be phased-in over the period from April 2013 to April 2015. 

A summary of 2012 PRSI rates payable is provided in Table 3.2 below
6
. 

PRSI Rates 2012 Employer Employee 

Class A - most employed persons     

Less than €356 per week 4.25% 4% 

More than €356 per week 10.75% 4% 

      

Class S (certain directors not insurable under Class A) Nil 4% 

      

Class S - Self employed persons / investment income N/A 4% 

Table 3.2: 2012 PRSI rates  

3.4 Changes affecting wide range of social insurance schemes from 2006 

to date 

Over the period since the last review, significant changes to social insurance benefits and 

pensions have been introduced across a wide range of schemes. These changes can be 

divided into two phases.  

The initial phase covers the period 2006 to 2008 inclusive and saw the introduction of 

improvements in certain schemes such as the extension of the duration of entitlement for 

Maternity and Carer’s Benefit as well as a number of other relatively minor improvements.  

The focus in the period 2009 to date has been the introduction of measures designed to 

reduce expenditure from the Fund in order to ensure its financial sustainability into the 

future. These measures have included significant reductions in the duration of entitlement of 

certain benefits e.g. Illness Benefit and Jobseeker’s Benefit, tightening eligibility conditions 

e.g. SPC, reductions in the level of benefits payable or services provided e.g. Redundancy 

lump sum compensation to employers, Treatment Benefits for employees, the abolition of 

certain concurrent entitlements and other expenditure measures.  

The main measures since 2005 are now outlined. 

2006 Measures 

Maternity and Adoptive Benefit 

The maximum duration of Maternity Benefit was increased from 18 to 22 weeks and the 

maximum weekly rate of payment was increased from 75% to 80% of reckonable weekly 

earnings (subject to an upper threshold). 

                                                      
6  Not all of the income generated from the above PRSI rates is payable to the Social Insurance Fund.  0.7% of the 

10.75% PRSI rate is payable to the National Training Fund. Similarly, in relation to the temporary 4.25% rate, 0.35% is 

payable to the National Training Fund i.e. both the overall PRSI rate and the National Training Fund portion were 

halved until 2014. 
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Treatment Benefit  

The contribution conditions for entitlement to Treatment Benefit were changed in order to 

enable certain part-time workers to qualify.  

Carer’s Benefit  

The duration of Carer's Benefit was extended by 9 months to 24 months. In addition, the 

number of hours that a recipient of Carer's Benefit could engage in employment inside and 

outside the home and in self-employment was increased from 10 hours per week to 15 hours 

per week 

Reclassifications and transfers of certain contributory pensioners 

The number of pension types payable to persons aged 66 and over was rationalised in 2006 

including the introduction of State pensions replacing Old Age and Retirement pensions.  

These changes resulted in substantial migrations of recipients between scheme types, with 

accompanying changes in expenditure on individual schemes (but no change in overall 

expenditure).  

From 2006, recipients of Invalidity Pension and State Pension (Transition) are now 

automatically transferred to State Pension (Contributory) on reaching age 66.  

2007 Measures 

Qualified Child Increases (QCI) / Jobseeker's Benefit, Illness Benefit, Injury Benefit and 

Health and Safety Benefit 

The spouse income threshold for entitlement to a half rate Qualified Child Increase was 

increased by €50 per week from €350 to €400. 

Carer's Benefit 

The earnings threshold for entitlement to Carer's Benefit was increased by €30 per week to 

€320 per week. 

Jobseeker's Benefit 

The redundancy threshold for disqualification to entitlement to Jobseeker's Benefit (for up 

to 9 weeks) was increased from €19,046 to €50,000. 

Deserted Wife’s Benefit 

A single, increased earnings limit was introduced to remove an anomaly whereby the 

amount of benefit received could be reduced by more than the amount of extra earned 

income.  Since May 2007 the maximum rate of Deserted Wife’s Benefit, based on an 

individual’s PRSI contributions, is payable if yearly income is not more than €20,000. If 

yearly income is more than €20,000, half rate Deserted Wife’s Benefit is payable for six 

months.  (This scheme has been closed to new applicants since 1997). 

Maternity and Adoptive Benefit 

The maximum duration of Maternity Benefit was increased from 22 to 26 weeks.  
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2008 Measures 

Carer's Benefit 

The earnings threshold for entitlement to Carer's Benefit was increased by €12.50 per week, 

from €320 to €332.50. 

2009 Measures  

Jobseeker’s Benefit  

The duration of Jobseeker’s Benefit entitlement was reduced from 15 months to 12 months 

for recipients with 260 or more contributions and duration of less than 6 months and from 

12 months to 9 months for recipients with less than 260 contributions paid and duration of 

less than 3 months. 

Jobseeker’s Benefit, Illness Benefit and Health and Safety Benefit 

The underlying number of paid contributions required for entitlement to Jobseeker’s 

Benefit, Illness Benefit and Health and Safety Benefit was increased from 52 to 104. 

Jobseeker’s Benefit and Health and Safety Benefit 

A condition whereby 13 paid contributions are required in the relevant tax year (and certain 

other tax years) was introduced for eligibility for Jobseeker’s Benefit and Health and Safety 

Benefit. 

Illness Benefit 

Since January 2009, new recipients of Illness Benefit are paid for a maximum of 2 years. Up 

to then, recipients were entitled to Illness Benefit for as long as they were unfit for work. 

2010 Measures 

Treatment Benefit 

 The level of entitlements under the Dental and Optical Benefit schemes were limited to 

cover free examinations only for a period of one year. 

2011 Measures 

Treatment Benefit  

The discontinuation of certain elements of the Treatment Benefit scheme was extended 

indefinitely.  

Raising of State Pension Age 

The Social Welfare and Pensions Act 2011 provides for the standardisation of State pension 

to age 66 with effect from 2014.  The legislation also provides that State Pension Age will 

further increase to age 67 in 2021 and to age 68 in 2028. 

2012 Measures 

Partial Capacity Benefit 

From February 2012, Partial Capacity Benefit replaces the previous exemption 

arrangements where people on Illness Benefit or Invalidity Pension could get permission to 
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work part-time for rehabilitative or therapeutic purposes and keep their full social welfare 

payment. 

There is no requirement that the work a person does while on Partial Capacity Benefit has to 

be for rehabilitative or therapeutic purposes.  Participation in the Partial Capacity Benefit 

scheme is voluntary. 

Jobseeker's Benefit 

From July 2012, the Jobseeker's Benefit scheme for a person working for part of a week will 

be based on a 5-day rather than a 6-day week where a person is in employment for 3 days a 

week or less. This means that, for example, a person working 3 days a week will receive two 

fifth of the maximum weekly rate applicable to that individual, down from one half (three 

sixths).  

Redundancy and Insolvency 

The rebate payable to employers in respect of statutory redundancy payments where the date 

of dismissal was on or after 1 January 2012 was decreased from 60% to 15%. 

Treatment Benefit - Hearing Aid Grants  

The frequency of the grant for hearing aids was reduced from 2 years to 4 years. Also, the 

maximum grant available was reduced from €760 to €500 for one hearing aid and from 

€1,520 to €1,000 for two hearing aids. 

State Pension (Contributory) / State Pension (Transition)  

From September 2012 a lower pension rate will be payable to new applicants for State 

pension who have a yearly average of less than 40 PRSI contributions – see 3.6. 

Late claims for Contributory Pensions 

Up to April 2012, late claims for certain contributory pensions were backdated on a sliding 

scale depending on whether claims were made pre or post January 1997.  

Since April 2012, this backdating period was reduced to a maximum of 6 months.  This 

applies to State Pension (Contributory and Transition), Widow(er)’s and Surviving Civil 

Partner’s Contributory Pension. 

Widow(er)’s and Surviving Civil Partner’s Contributory Pension  

From December 2013 the total number of paid PRSI contributions needed to qualify for 

Widow(er)’s and Surviving Civil Partner’s Contributory Pension will increase from 156 to 

520 contributions. 

Disablement Benefit 

New applicants for Disablement Benefit must now have a disability classified at 15% or 

more to qualify for the payment.  This measure removed entitlement to awards of 

Disablement Benefit in cases where the level of disablement was assessed at less than 15%. 

Jobseeker's Benefit and Illness Benefit  

Up to 2012, a person  in receipt of a Widow(er)’s and Surviving Civil Partner's Pensions, 

One Parent Family Payment and certain other schemes may also have been entitled to half 
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rate Jobseeker’s Benefit, Illness Benefit or Incapacity Supplement. These half rate payments 

have been discontinued for new applicants. 

3.5 Changes in rates of payment (2006 to date) 

The weekly personal and qualified adult rates of payment were increased each year during 

the period 2006 to 2009, inclusive, for all benefits and pensions. Since then, the weekly 

rates applicable to persons of pension age have been maintained at 2009 levels. However, 

the weekly rates applicable to persons of working age were reduced in both 2010 and 2011 

and have remained at that level since. In addition, payment of the December Bonus with all 

social insurance benefits and pensions was abolished with effect from 2009.  

3.6 Recent Developments and Government Commitments – Pensions 

Key recent developments and measures introduced affecting pension-related expenditure 

(given its importance to the overall Fund) are outlined below. All of these known changes 

(affecting both expenditure and income) have been reflected in our actuarial model for this 

Review. 

The National Pensions Framework provided for a range of changes to the qualifying 

conditions for State pension and some additional changes were announced in Budget 2012. 

We have outlined below a timeline of upcoming changes (some confirmed, some anticipated 

and denoted accordingly). 

Date Outline of Measure 

April 2012 The number of paid contributions required to qualify for a State Pension (Contributory) 

or State Pension (Transition) increased from 260 to 520.  This has been provided for in 

legislation since 1997.   

April 2012 At the moment late claims for certain contributory pensions can be backdated on a 

reducing scale for up to 5 years.  This backdating period has been reduced to a 

maximum of 6 months.  This applies to State Pension (Contributory & Transition), 

Widow(er)’s and Surviving Civil Partner’s Contributory Pension (Budget 2012 

announcement). 

September 2012 The number of rates bands for State Pension (Contributory) and State Pension 

(Transition) will be increased. (Budget 2012 announcement)   See Section 3.6. 

December 2013 The total number of paid contributions needed to qualify for Widow(er)’s and Surviving 

Civil Partner’s Contributory Pension will increase from 156 to 260. 

2014 State Pension (Transition) will be abolished.  This will standardise State Pension Age 

66 for all. (Social Welfare and Pensions Act 2011). 

2020 It is planned that there will be a switch from the current yearly averaging system to a 

total contributions approach.  This has not yet been legislated for but it is a working 

assumption.  (Further detail on how it is intended it will operate is included in the 

National Pensions Framework and described in Section 3.6). 

2021 State Pension Age will increase to 67. (Social Welfare and Pensions Act 2011). 

2028 State Pension Age will increase to 68. (Social Welfare and Pensions Act 2011). 

Under 

consideration 

It is intended to move from a system of disregards to credits for homemakers’ in 

calculating eligibility for State Pension (Contributory).  The National Pensions 

Framework provides for this change to come into effect in 2012 but the implementation 

date is currently under review. 

Under For those people who wish to postpone drawing down their State pension, consideration 
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Date Outline of Measure 

consideration is being given to enabling them to receive an actuarially increased benefit when they 

decide to retire. The actuarial adjustment applied will not impose any additional burden 

on the Exchequer.  In addition, for those with contribution shortfalls at pension age, 

arrangements are being considered which would allow them to receive additional 

benefits at a later date if they continue to make paid contributions for pension purposes 

while remaining in work or self employment. 

Table 3.3: Implemented and upcoming / expected changes to pension policy 

3.6.1 Changes in the Rate Bands (for new recipients) from September 2012 

The change to rate bands, effective September 2012, is in line with the move towards a 

planned change to a ‘total contributions approach’ (to be implemented in 2020).  Currently a 

person with an average of 20-47 PRSI contributions per year over their working life receives 

a weekly State pension which is only €4.50 less than a person with a yearly average of 48 or 

more PRSI contributions.   The changes to the rate bands support the policy objective of 

ensuring that the rate of pension paid relates more closely to the contributions made during 

working lives.  

Table 3.4 illustrates the change in the rates for the SPC post September 2012.   

Current  
State Pension (Contributory) 

Rates 

New  
State Pension (Contributory) Rates 

from September 2012 

Yearly Average 
Contributions 

Personal Rate 
Per Week 

Yearly Average 
Contributions 

Personal Rate 
Per Week 

48 or over €230.30 48 or over €230.30 

20 to 47 €225.80 40 to 47 €225.80 

    30 to 39 €207 

    20 to 29 €196 

15 to 19 €172.70 15 to 19 €150 

10 to 14 €115.20 10 to 14 €92 

Table 3.4: State Pension (Contributory) Rates pre and post September 2012 

By way of illustration, the impact on an individual with, say, an average of 25 yearly 

contributions: 

 Pre September 2012 it can be seen from Table 3.4 that this individual would be entitled 

to a SPC of €225.80 per week. 

 Post the September 2012 changes the same individual would be entitled to a SPC of 

€196 per week. 

To put Table 3.4 into context, the profile of recipients of the SPC in 2010 was as follows: 

 Approximately 50% of recipients of SPC in 2010 had yearly average contributions (paid 

or credited) of 48 and over. Individuals retiring post September 2012 with this profile 

will not be impacted by the changes noted above. 

 Approximately 20% of recipients of SPC in 2010 had yearly average contributions (paid 

or credited) of between 20 and 47. Individuals with this contribution profile retiring post 

September 2012 will receive a SPC between €196 per week and €225.80, depending on 
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the quality of their contribution history. By comparison all in this category retiring pre 

September 2012 would have received a State pension of €225.80 per week. 

Table 3.5 below illustrates the change in the rates for the State Pension (Transition) (‘SPT’) 

post September 2012. The changes are relevant until December 2013 as this benefit will be 

abolished from January 2014. 

Current  
State Pension (Transition) 

Rates 

New  
State Pension (Transition) 

Rates from September 2012 

Yearly Average 
Contributions 

Personal 
Rate Per 

Week 

Yearly Average 
Contributions 

Personal 
Rate Per 

Week 

48 or over €230.30 48 or over €230.30 

24 to 47 €225.80 40 to 47 €225.80 

    30 to 39 €207 

    24 to 29 €196 

Table 3.5: State Pension (Transition) Rates pre and post September 2012 

Table 3.6 below summarises the impact of the above-mentioned changes to rate bands, 

qualification conditions, and State Pension Age as they relate to individuals (varying by date 

of birth): 

Date of Birth between SPA* State Pension (Contributory) Rates basis 
Qualifying 
conditions 

01/01/1900 31/03/1946 66 

Those already in receipt continue at existing 

rates. See Table 3.4 for current (pre September 

2012) rates.  

260 paid 

contributions 

01/04/1946 31/08/1946 66 
Current (pre September 2012) rates.  See Table 

3.4. 

520 paid 

contributions 

01/09/1946 31/12/1953 66 
New September 2012 rates (i.e. the number of 

rates bands increases) See Table 3.4 

520 paid 

contributions 

01/01/1954 31/12/1954 66 Total contributions approach: Pension rates 

ranging from 33% to 100% (i.e. 10/30ths to 

30/30ths), depending on PRSI history. Limit of 

10 years' worth of credits which count towards 

the total 

520 paid 

contributions 
01/01/1955 31/12/1960 67 

01/01/1961+   68 

*SPA = State Pension Age 

Table 3.6: State Pension (Contributory) entitlements at future state retirement ages (varying by DOB) 

In relation to Table 3.6 above, we note that no one will reach State Pension Age in 2021 as 

individuals turning 67 in that year will have qualified for SPC at age 66 in 2020. Similarly, 

no one will reach State Pension Age in 2028 as anyone turning 68 in that year will have 

already qualified for SPC at age 67 in 2027. 

As a result of the increase to the State Pension Age and the abolition of the SPT, we expect 

a proportion of those at the affected ages to access other benefits of the Fund and have 

allowed for this in our projections, described in more detail in Section 5. These second order 

impacts should be borne in mind when assessing the savings related to these measures. 
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3.6.2 National Pensions Framework – 2020 changes 

The rationale for the changes to the qualification conditions for State pensions in 2020 is set 

out in the National Pensions Framework document and is briefly summarised as follows:  

 Given that social insurance is long established and is very comprehensive in terms of the 

workforce covered, it was considered that a ‘total contributions approach’ should be 

adopted to replace the current averaging system. From 2020 the level of pension paid 

will be directly proportionate to the number of social insurance contributions paid by a 

person over his or her working life, thereby removing some of the anomalies associated 

with the current averaging approach. 

 From 2020, 30 years (1,560 contributions) will qualify a person for the maximum level 

of SPC.  A person will accumulate 1/30th of a pension for each year of contributions / 

credits up to a maximum of 30/30ths. Upon introduction of the total contributions 

approach in 2020, the maximum number of credits (currently unlimited) which can be 

counted for pension purposes will be restricted 520 weeks (i.e. 10 years).  

 Credited contributions (‘credits’) form an integral part of the social insurance system.  

They are underwritten by the Fund and are designed to protect the social insurance 

entitlement record of insured workers who – for reasons relating to incapacity, ill-health, 

unemployment, early retirement, professional training or the provisions of care (i.e. for 

children, the disabled or the elderly) – are not in a position to make PRSI payments.   

3.6.3 EU / ECB / IMF – Programme of Financial Support for Ireland  

The EU/ECB/IMF programme of support for Ireland provides that the nominal value of 

social welfare pensions will not be increased for the duration of the programme, 2011-2013. 

3.6.4 ‘National Recovery Plan’ 2011-2014 

The following quotation from the previous Government’s ‘National Recovery Plan 2011- 

2014 provides further background in relation to  pension related spending pressures in the 

short-term. ‘The projected costs of the State pension out to 2014 are set to increase by about 

€800 million between 2010 and 2014 or 16%. These pressures, which will arise over the 

period of the Plan and beyond, will require some structural change to ensure the 

sustainability of State pension provision. Funding for the free travel and television licence 

schemes will be frozen at 2010 levels of expenditure for the duration of the Plan. This 

decision will have no impact on those benefiting from these schemes.’ 

3.6.5 Programme for Government 2011 

In the Programme for Government 2011, the Government stated that it would maintain 

welfare rates. 

3.6.6 History of Increases in the State Pension 

Differing approaches have been taken over time to increases in the level of State pensions, 

reflecting budgetary conditions as well as differing views as to whether increases should be 
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linked, for instance, to inflation or to salary increases. The National Pensions Policy 

Initiative (May 1998) report recommended that the State pension should be increased from 

its then level of 28.5% of average industrial earnings to 34% of national average industrial 

earnings.
7
 

This 34% target was reiterated in the National Pensions Review (October 2005).  

The National Pensions Framework published  in 2010 stated the following ‘...In order to 

maintain this aim of preventing poverty for older people, the Government will seek to 

sustain the value of the State pension at 35 per cent of average weekly earnings and will 

support this through the PRSI contribution system’. 

The State pension increased by approximately 90% over the 10 year period 2000 to 2010 

(well ahead of increases in both earnings and inflation); at a time when the Consumer Price 

Index (‘CPI’) increased by approximately 28%.  The maximum rate is currently €230.30 per 

week (33% of NAE of €689.54) and an increasing number are qualifying at the maximum 

rate. 

Based on the above we have assumed in our base case scenario that the SPC will be 

maintained at 33% of NAE throughout the period and we have assumed that increases in 

line with real earnings growth will recommence in 2015. 

In Section 10 we examine a scenario whereby State pensions are indexed to 35% of NAE. 

                                                      
7 Statistics on average industrial earnings are no longer collected 
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4 Data used in the Review  
 

This section: 

 sets out the main categories and sources of data used in the Review 

4.1 Categorisation of the data 

The integrity of the Review is dependent on the data on which it is based. If the data 

contains material inaccuracies or omissions this could have a significant effect on the results 

of the review. The data provided to us can be categorised broadly as follows: 

 Information on contributions and benefits from the Department of Social Protection 

central records system. 

 Financial data from: 

 the Social Insurance Fund Accounts 2006-2010; 

 summary data provided in the ‘Statistical Information on Social Welfare Services 

2010’ (‘the Statistics Report’) and equivalent historic reports for 2006-2009; 

 2012 Further Revised Estimates for the Department of Social Protection which 

provided us with the projected outturn for 2011 and estimated expenditure in 2012; 

 Population projections based on Europop 2010 were taken from the 2012 Ageing 

Report overlaid with Census 2011 results. 

4.2 Utilisation of the data 

The data is used in three main areas: 

 As the starting point of the projections.  The data, comprising population data, benefit 

expenditure information and PRSI Contribution information is summarised further in 

Sections 4.3 to 4.5. 

 To assist in the choice of appropriate assumptions (although allowance is also made for 

expected future trends which may not yet be reflected in statistics). Assumptions are 

discussed further in Section 5. 

 As a validation of the projection methodology; projection results (where a 2010 base is 

used) are compared with actual data for 2011 and estimates for 2012-2015 to ensure the 

projections are robust. 

We summarise below the data which are the starting point for the projections. 

4.3 Benefit data 

We were provided with details of short term and long term benefit expenditure during 2010 

as well as official estimates for 2011 and 2012 and provisional estimates for 2013-2015.  
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For long term benefits we received the total number of recipients split by age and gender 

and scheme type. Details on total benefit payments for 2010 were accessed from the 

Statistics Report. 

For the more significant benefits we received details of the distribution of the expenditure in 

2010 in terms of total recipients at each age and gender and appropriate rate band.  

4.4 Population and Labour Force data 

Data on the projected population and labour force projections and the assumptions 

underlying these projections out to 2060 were taken from the 2012 Ageing Report.  

Census 2011 population data disaggregated by age and gender which was published midway 

through the review was overlaid on the population projections. 

Our projections were further informed by the unemployment projections contained in the 

IMF’s ‘Country Update March 2012’ and mortality rates and associated life expectancies as 

set out in the CSO’s ‘Population and Labour Force Projections 2011 – 2041’. 

The following demographic data was provided at interval spot years from 2010 to 2060 and 

split by age-group and gender: 

 Population projections; 

 Labour force volumes; 

 Labour force participation rates; 

 Migration numbers; 

 Employment and Unemployment rates; 

 Life expectancies. 

As the above data was only provided to 2060, we extrapolated the projections to 2066.  

It was important to replicate the projections from one period to the next i.e.  

                    
                                                           
                          

so that individual items (e.g. net migration) could be analysed and stress tested in our 

alternative scenarios in addition to overlaying the Census 2011 results on the projections. 

Further detail is provided in Section 6. 

4.5 Contribution Data 

Contribution data was provided by the Department of Social Protection. This data came in 

two formats: 
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 Total PRSI contributions paid, total earnings and weeks of insurable employment in 

2010. The data were split by age, income range, gender, insurance class. This data was 

used as the starting point to project the PRSI contribution base into the future. 

 Contribution history of samples of members in the PRSI system: 

 Cross-section (circa 10% of contributors) sample: This random sample reflected a 

broad cross section of the membership by age, PRSI class, earnings bands and 

employment status in 2012; 

 2020 sample: A sample of circa 40,000 members in the PRSI system, each of whom 

is projected to reach State pension age in 2020. The contribution history (coupled 

with an assumption that contribution / credits up to State pension age would 

continue in direct proportion to those made to date) of this sample was used to assess 

the impact of the National Pension Framework changes in 2020; 

 2030 sample: A sample of circa 50,000 in the PRSI system, each of whom will reach 

State pension age in 2030. This sample was used to assess the impact of the National 

Pension Framework changes after 2020 reflecting our expectation (and indications 

from previous studies) that improving coverage and PRSI records over time will 

result in greater numbers qualifying for pension at the higher rate bands; 

 2013 sample: A sample of circa 29,000 individuals in the PRSI system, each of 

whom will reach State pension age in 2013. This sample was used to anchor the start 

point of the projections and corroborate the trends observed in the wider population 

sample which yielded interesting results as discussed below. 

A very marginal downward trend was observed in the expected average pension calculated 

based on PRSI history for males retiring in the period 2013 to 2019. Having performed 

some high level analysis on historic labour force participation trends, we were satisfied that 

the trend was reasonable. In contrast our analysis indicated that females retiring in the same 

time frame will continue to enjoy steadily increasing pensions compared with previous 

cohorts, reflecting the trend in increased labour force participation for females.       

4.6 Verification of the data 

KPMG performed a wide variety of checks on the data for consistency with other sources as 

described in Appendix A.3. However, KPMG does not accept responsibility for any 

inaccuracies in the data supplied.  
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5 Methodology and Assumptions 
 

In this section, we set out: 

 introduction to the methodology and assumptions employed in our assessment of the 

projected income and expenditure of the Fund 

 description of how individual contribution and expenditure items were modelled 

5.1 Methodology  

The starting point for our projections was the 2011 and 2012 estimates of income and 

expenditure based on the data contained in ‘Further Revised Estimates for Public Services’ 

dated February 2012 provided for the Department of Social Protection. From 2013 onwards 

our approach to projecting future income and expenditure was as follows: 

 Macroeconomic and demographic assumptions were analysed and agreed with the 

Steering Committee (including input from the Department of Finance) to form the basis 

for our projections for the population, labour force and macroeconomic variables 

affecting the Fund (e.g. real earnings growth). 

 We gathered the relevant data on the Fund and analysed and cross-checked this data 

with various sources of information for consistency. (Details of the variety of checks 

performed on the data are included in Appendix A.3). 

 We developed a financial model to project the future population structure as well as the 

future expenditure on benefits (both long term and short term) and contributions to the 

Fund. 

 For each benefit category we separately modelled the expected number of recipients 

(taking account of our modelled population structure) and associated benefit 

expenditure. 

 We aggregated the results of each benefit by category and compared with projected 

PRSI contributions in each future year to provide an overall picture of the costs of 

servicing these benefits over the period of the projection. 

Section 6 gives more detail on our population and labour force projection methodology.  

5.2 Assumptions  

5.2.1 Introduction 

A significant number of assumptions were required to project the future development of the 

Fund over a 55 year period.  

The selected base case assumptions reflect discussions with the Steering Committee, the 

Department of Finance and Rowena Pecchenino, Professor of Economics and Head of the 
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Department of Economics, Finance & Accounting at NUI Maynooth (and part of the KPMG 

team).  

The base case macroeconomic assumptions are consistent with the assumptions used by the 

Department of Finance for current projection purposes and public policy.  

For the base case, the macroeconomic assumptions for the short term (up to 2015) 

projections are those set out by the Department of Finance in the Stability Programme 

Update of April 2012. Demographic assumptions and macroeconomic assumptions from 

2016 onwards reflect those used in the 2012 Ageing Report
8
 with two exceptions; the 

assumption on mortality and the unemployment assumption. Further detail on all 

demographic assumptions including the rationale for the departure from the methodology 

contained in the Ageing Report is set out in Section 6. 

We have considered the reasonableness of the assumptions as a whole and consider the base 

case assumptions to be reasonable for the purposes of the Review. 

5.2.2 Assumptions required 

The assumptions used in the Review can be categorised as follows: 

 Demographic and labour force assumptions 

 Macroeconomic assumptions 

 Assumptions about the numbers qualifying for pension and at varying rate bands, which 

in turn requires an assumption about the typical PRSI contribution record at retirement 

(i.e. a total number of paid and ‘credited’ contributions historically and into the future) 

in each year of the projection. 

The following sections deal with each of these in turn.  

5.2.2.1 Demographic and Labour Force Assumptions 

For completeness, we comment briefly here on the population and labour force assumptions 

used in our model.  Full details are provided in Section 6. 

Demographic assumptions 

Population projections to 2066 have been generated for the purposes of this Review using an 

extrapolation of the projections incorporated in the Ageing Report.  

The starting point for the projections is the population, by age and gender, as measured in 

2010 (Census 2006 figures updated by the CSO9.) with an overlay of the 2011 Census data. 

                                                      
8 The 2012 Ageing Report: Economic and budgetary projections for the 27 EU Member States (2010 - 2060) published 

on 15 May 2012 

 
9
The starting point for the projections is the 31st December 2009/1st January 2010 estimated population of 

4,467,854. This figure (with breakdown by single year of age and gender) is estimated based on trending forward 

the most recent Census of Population (which at time of estimation was Census 2006) and incorporating Vital 

Statistics (births and deaths) and Quarterly National Household Survey results (principle source of information 

on the estimation of migration flows) 
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We have developed a profile of the population over time by setting assumptions for fertility, 

mortality and migration on the 2011 Census baseline.  

We decided to adopt assumptions for fertility and migration that were used in the 2012 

Ageing Report which ensures consistency with other projections used principally by the 

Department of Finance. 

The mortality assumptions incorporated in our base case include allowance for future 

mortality improvements, which are stronger than those included in the Ageing Report but 

consistent with the CSO’s Population and Labour Force Projections 2011-2041 published in 

2008. 

Future life expectancy projections have significant implications for the magnitude of the 

projected shortfall. We note that there is significant uncertainty on the likely future level of 

mortality improvements into the long term future. 

Labour force assumptions 

In order to project the size of the labour force we made assumptions about the level of 

labour force participation by gender and age, again based on the participation rates 

contained in the 2012 Ageing report, adjusted marginally upwards at older ages to reflect 

the impact of pension reforms. The recalculated participation rates were then applied to the 

projected population numbers in order to project the labour force.   

5.2.2.2 Macroeconomic Assumptions 

We have used the 2011 estimated outturn figures and 2012-2015 short term projections set 

out by the Department of Finance in the Stability Programme Update of April 2012. 

The assumptions underpinning the long term projections (2016 +) were based on 

Europop 2010
 
projections for Ireland which were used in the production of ‘The 2012 

Ageing Report’; a joint Report prepared by the European Commission (DG ECFIN) and the 

Economic Policy Committee. 

Table 5.1 summaries the main macroeconomic assumption used in our base case. 
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Year Real GNP Growth  Price Inflation 
Real Earnings 

Growth 
Employment Growth 

2011 -2.5% 2.6% -3.5% -2.1% 

2012 -0.2% 1.6% -1.2% 0.7% 

2013 1.4% 1.3% -0.3% -0.3% 

2014 2.3% 1.4% 0.0% -0.2% 

2015 2.3% 1.8% 0.1% 0.0% 

          

2016-2020* 2.7% 2.0% 1.8% 0.9% 

2021-2025 3.3% 2.0% 1.6% 1.7% 

2026-2030 3.1% 2.0% 1.5% 1.5% 

2031-2035 2.4% 2.0% 1.5% 0.8% 

2036-2040 1.9% 2.0% 1.5% 0.4% 

2041-2045 1.7% 2.0% 1.5% 0.2% 

2046-2050 1.8% 2.0% 1.5% 0.2% 

2051-2055 2.1% 2.0% 1.5% 0.6% 

2056-2060 2.3% 2.0% 1.5% 0.8% 

2061-2066 2.3% 2.0% 1.5% 0.8% 

*The figures from 2016 onwards are grouped in 5 year bands and are averages; assumptions between 2061and 2066 are 

assumed to remain constant at 2060 levels 

Table 5.1 Projected future real GNP, price inflation, real earnings growth and unemployment growth; 

base case assumptions 

We note the following in relation to Table 5.1: 

 2011 figures shown are statistics provided by the CSO
10

. 

 There is a high step up between the forecasts for 2011-2015 and the figures for 2016-

2020.  The short run forecasts are based on a demand side approach where growth is 

determined by a combination of consumption, investment, government spending, import 

and exports. Long run forecasts are driven by the supply side i.e. demographics and 

productivity, hence the reason for the high step up. Much of the difference between the 

variables is explained by the fact that the output gap is expected to be closed by 2015, 

thereafter growth reverts to more normal levels e.g. real earnings growth is projected to 

be 1.8% p.a. from 2016-2020, 1.6% from 2021-2025 and 1.5% from 2026 onwards. 

 Real GNP growth which was -2.5% in 2011 is forecast to be -0.2% in 2012 and to turn 

positive in 2013 at +1.4%, thereafter increasing to +2.3% in 2014 reaching its peak at 

3.30% in 2020-2025 before beginning to gradually reduce in the later years. 

 Similarly real earnings growth which was -3.5% in 2011 (which relate to non 

agricultural earnings deflated by CPI) is projected to improve to -0.4% in 2012, 0.8% in 

2013, 1.3% in 2014, 1.6% in 2015, thereafter ‘stepping up’ to 1.8% from 2016. 

 Price inflation as measured by CPI is expected to be 2% in the long term (i.e. from 2016 

onwards) and is projected to average 1.5% over the period 2012 – 2015.   

More comprehensive figures will be published by the CSO in summer 2012. In addition, it 

is noted in the Stability Growth Update that there is likely to be further revisions later in 

2012 to the labour market data and in 2013 to the GDP / GNP figures for recent years on 

foot of the 2011 Census results.  

                                                      
10 Real earnings growth is an estimate provided by the Department of Finance. The actual figure will not be 

available until Summer 2012 
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5.2.2.3 Alternative - revisions to growth outlook May 2012 

We have adopted base case assumptions as set out above, however, at the time of reporting 

(May 2012), there is considerable uncertainty about future growth prospects in the Euro-

zone with knock-on implications for economic growth projections across the EU and indeed 

the UK, the US, as well as Ireland. For example, in May 2012 the Bank of England 

downgraded expected growth for the UK from 1.2% to 0.8% as a result of the uncertainty in 

the Euro-zone.  Similarly, US growth rates are expected by many to slow in the short term, 

also related to the Euro-zone crisis.  Therefore, we examined an alternative economic 

scenario by revising down 2013 and 2014 GNP growth numbers. We examined the ECB 

Survey of Professional Forecasters (SPF), which is a quarterly survey of expectations for the 

rates of inflation, real GDP growth and unemployment in the euro area for several horizons, 

together with a quantitative assessment of the uncertainty surrounding them. 

2012 Q2 real GDP growth forecasts (mean point estimates) 

  2012 2013 2012 Q4 2013 Q4 2016 

Real GDP  -0.2% 1.0% 0.2% 1.2% 1.8% 

Source: ECB Survey of Professional Forecasters (SPF) 2012 Q2 

Table 5.2 GDP growth forecasts  

Based on the above consensus growth rates for GDP for the Euro-zone as a whole and 

bearing in mind that in Ireland GNP growth rates are projected to be higher than GDP rates, 

we considered an alternative GNP growth rates differing to the rates included in the Stability 

Programme Update for 2013 – 2016 to 1.0% (2013), 1.2% (2014), 1.8% (2015) respectively 

thereafter reverting to long term projected GDP growth rates (the rationale being that in the 

long run GDP and GNP should converge given that supply-side drivers affect both). This is 

discussed in Section 8. 

5.3 Receipts Projections  

For the projection of PRSI contribution income, the actual 2010 PRSI database was used. 

The Department of Social Protection provided us with the 2011 and 2012 estimates which 

were included in the ‘Further Revised Estimates for Public Services’ 2012 figures. The 

following steps were performed in order to project future PRSI income: 

 A split of PRSI contribution income by class and gender, age and earnings band was 

provided.   

 Contribution income was projected using the same methodology as employed for the 

2005 Review which we consider appropriate and is outlined below: 

 New contributors in the future are assumed to join either PRSI Class A (employed) 

or Class S (self-employed). From the 2.4 million records in the 2010 PRSI database 

we note the numbers in these two classes account for 75% (1.8 million) and 9% 

(>200,000) of the total PRSI contributors. 

 We have assumed that the proportion of the labour force in PRSI Class S (relative to 

Class A) will remain constant over time. An analysis of the Statistical Information 

on Social Welfare Services reports for the 10 years 2011-2010 supported this 

hypothesis. Statistics are included in Appendix A.4. 
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 PRSI Classes B, C and D (public servants employed prior to April, 1995) were 

grouped together and, as there are no new entrants joining this category, are 

expected to decline in number gradually until 2033. New hires in the public sector 

since then are PRSI Class A contributors. 

 A number of financially immaterial social insurance classes were grouped with PRSI 

Class A contributors for simplicity. 

 In projecting future contributions, average earnings within each band, contribution 

ceilings and thresholds were increased annually at the assumed earnings growth rate.  

 The current PRSI contribution rates (excluding national training fund levies) were 

assumed to remain constant (save for the change to the PRSI rate for low earners 

introduced in the Jobs Initiative May 2011, which is due to revert to the full rate in 

2014). 

5.4 Benefit Projections 

5.4.1 Introduction 

For each of the main benefit types the benefit amount and number of claimants were 

projected separately – there is detailed commentary below for each benefit category. 

Benefits are projected to increase in line with assumed earnings growth from a base 

reflecting the rates in force in 2012. However, we have also looked at alternative indexation 

options for all benefits in Section 10.  

Our modelling reflects all known policy changes affecting expenditure.  

In terms of changes in 2014 (the abolition of the SPT), 2021 (increase in State Pension Age 

to 67) and 2028 (increase in State Pension Age to 68), we modelled additional projected 

recipients expected to access other benefits of the Fund in the absence of SPC/ SPT. The 

other benefit categories which are projected to see an increase in recipient numbers are 

Jobseeker’s and Illness Benefit as well as Invalidity Pension. Having examined incidence 

rates at older ages for these benefit types, and failing to observe any distinct observable 

trends (save for invalidity benefit which showed a clear increase in incidence rates with 

age), we assumed that additional numbers accessing these benefits would be as follows: 

 We allowed for additional expected numbers of 65, 66 and 67 year olds from 2014, 

2021 and 2028 onwards respectively, by examining the incidence rates of 64 year old 

recipients of Jobseekers and Illness benefits as a proportion of the relevant populations 

and assuming the same rates would apply to those at ages 65 – 67 who previously would 

have otherwise expected to receive SPC / SPT. 

 The methodology employed for projecting additional recipients of invalidity pension 

was similar although we allowed for incidence rates at each age 65 – 67, reflecting the 

trend of increasing incidence rates with age having observed the trend in incidence rates 

from 60 – 64 in the data received. 

When reading the remainder of this Section a reader may find it helpful to bear in mind the 

materiality of each of the expenditure items discussed in turn.  
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 Figure 5.1 illustrates the proportion of total 2010 expenditure represented by each major 

expenditure category. 

 Figures in Appendix A.6 illustrate the expected progression of expenditure trends 

through time. Pension related expenditure is expected to increase steeply even in the 

medium term, increasing from 57% in 2011, rising to 70% as soon as 2020. 

 

Figure 5.1: Expenditure by type, Statistical Information on Social Welfare Services 2010 

5.4.1.1 Pension Benefits (circa 52% of the 2010 Fund expenditure) 

State Pension (Contributory) (circa 36% of the 2010 Fund expenditure) 

Existing 2010 pensioners and expected future new beneficiaries were modelled separately. 

Existing Recipients 

The Department of Social Protection provided us with the number of recipients of SPC 

payments during 2010. This was split by age and gender. We were also provided with the 

number of participants and the associated total expenditure for each rate band at the end of 

2010 which allowed us to calculate the overall weighted average annual pension payment 

for 2010. 

The number of future claimants at each age for each year was projected based on the 

number of claimants at the end of the previous year and allowing for the probability of 

survival. 

Combining the number of claimants and the projected future average annual benefit 

amounts, allowed us to project the total expenditure for existing pensioners for each future 

year. 
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New Pensioners 

In order to project the cost of future new claimants, we estimated the proportion of new 

claimants falling into each pension band in each future year split by gender. For example, 

the proportion of new male and female pensioners in 2012 who will be in receipt of 100% 

pension, 98% pension etc.  

To estimate these proportions we used the contribution history provided by the Department 

of Social Protection. We were provided with a cross-section sample of circa 10% of all 

insured persons as well as single spot year samples of individuals due to retire in 2013, 2020 

and 2030
11

 (as described in section 4.5). We used these spot year samples to estimate the 

projected total contributions for each sample member at retirement and therefore the 

expected associated pension entitlement. A projection of the total contributions in respect of 

each member was carried out as follows: 

 For each sample member we had exact PRSI history between 1979 and 2010 and used 

this as a basis to estimate future contributions up to retirement. We assumed that future 

contributions between 2010 and retirement age were split in the same proportion (paid: 

credited) as reflected in the observed 1979 to 2010 histories. 

 For credits and contributions paid before 1979, the exact history was only available for 

those due to retire in 2020. For calculating pension rates for those retiring in 2013 and 

2030, we estimated the pre-1979 history based on the cross-section sample given. From 

this sample we calculated the expected value of a pre-1979 record for those retiring in 

each year. This expected pre 1979 record was added to the history record of each 

member. 

The pension entitlement of each sample member was then used to estimate the weighted 

average pension entitlement for each spot year split by gender. We interpolated between 

2013 and 2020 and between 2020 and 2030 to estimate the weighted average pension for 

each year in that period. We assumed that weighted average pension remain flat after 2030. 

Estimates of the weighted average pension allowed for changes in pension rules (both rules 

for entitlement and pension rate bands) proposed between 2011 and 2066: 

 2012 rates: Increase in minimum total contributions required for pension entitlement and 

changes to the pension rate bands. This affects all those reaching State Pension Age 

after 31 August 2012 and before 1 January 2020. See Section 3.6. 

 National Pension Framework: These changes are due to take effect from January 2020, 

and include adjustments in the pension rate bands, State Pension Age and the approach 

to calculating pension entitlements. See Section 3.4. 

Table 5.3 below, shows the progression of weighted average pension rates allowing for each 

of changes in pension rules. For the sample due to retire in 2020 we calculated each 

member’s pension entitlement under current ‘averaging’ rules, post September 2012 rules 

and National Pension Framework rules (allowing for the credit cap and disregarding the 

credit cap). With regard to the National Pension Framework rules (columns 3 and 4) of the 

table, there are actually 20 individual categories, the start point being 10/30ths (or 33%) if a 

10 year total contribution history and final point being 30/30ths (100%) if a 30 year total 

PRSI record – where PRSI record reflects a combination of ‘paid’ and ‘credited’ 

                                                      
11 We used spot years as they gave more significant sample size to estimate pension rates. 
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contributions with and without the cap of 10 years’ credits as shown columns 3 and 4 

respectively). 

Summary (as % of sample reaching pensionable age in 2020) 

Personal 
Pension Rate 
Level 

Pension %  
(260 requirement + 
current rate bands 
+ averaging rule) 

Pension %  
(520 requirement + 

additional rate 
bands + averaging 

rule) 

Pension %  
2020 ‘total 

contributions’ rules  
(if no credit cap) 

Pension %  
2020 ‘total 

contributions rules  
(with credit cap) 

100% 50% 48% 50% 46% 

90%-99%  30% 21% 5% 6% 

80%-89%  0% 7% 5% 6% 

70%-79%  3% 0% 5% 7% 

60%-69%  0% 2% 5% 6% 

50%-59%  3% 0% 4% 4% 

33%-49%  0% 1% 5% 5% 

0% 8% 14% 14% 14% 

No Full 
Contributions  

6% 6% 6% 6% 

Average 84% 77% 71% 70% 

Table 5.3: The weighted average State Pension (Contributory) pension – impact of policy changes 

The trend for both males and females is similar, with males generally receiving a higher 

pension than females (though this gap is narrowing with time). We note the following: 

 In both 2012 and 2020 we expect a reduction in the weighted average pension. This 

reflects the change in the qualifying rules in 2012 with a requirement to have 520 ‘paid’ 

contributions to qualify increased from 260 previously. In 2020 the reduction is a result 

of change in the pension qualifying rules which will be based on a ‘total contributions’ 

approach and will replace the current averaging rules. 

 We note that the impact on females is larger than the impact on males. Historically 

females have paid fewer contributions; therefore there is a higher proportion of females 

with contributions between 260 and 520 who are affected by the requirement and 

impacted by the change in qualifying rules. 

 After 2020, we expect the weighted average pension to increase as contribution records 

improve over time.  

For each future year, we looked at the new claimants reaching pensionable age in that 

year. In the first year of pension payment, the cost of benefits is the number of labour 

force participants at pensionable age in that year multiplied by the weighted average 

pension payment (as calculated above).  

The number of these claimants in receipt of this benefit in future years is run down 

based on the probability of survival. The average pension payments are increased in line 

with inflation to give the total expenditure for each future year.  

There is a separate projection for each set of claimants reaching pensionable age in each 

future year between 2011 and 2066. 
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State Pension (Transition) (circa 1% of the 2010 Fund expenditure) 

The SPT will be discontinued in 2014. This will standardise the State Pension Age at 66 for 

all in 2014. This change was legislated for as part of the Social Welfare and Pensions Act 

2011. 

As a result, the only projection year needed for SPT was 2013. The total amount paid in 

transition benefits was estimated by increasing the 2012 benefit payments in line with the 

increase in the proportion of the population aged 65 in 2013.  

Widow(er)’s and Surviving Civil Partner’s (Contributory) Pension (circa 14% of the 

2010 Fund expenditure) 

Widow(er)’s and Surviving Civil Partner’s Contributory Pension was the second largest 

individual benefit payment in 2010 accounting for 14% of the total expenditure in the Fund 

in 2010. 

We were provided with the number of recipients of this benefit split by age and gender for 

2010. This was used to calculate distribution rates of those in receipt of Widow(er)’s Benefit 

at each age, i.e. the number of people receiving the benefit at each age and gender, divided 

by the total population level for that gender in 2010. These distribution rates were assumed 

to be constant for each future year, and were applied to projected population levels giving 

the number of claimants in each year by age and gender. 

An estimate of the number of recipients at each rate group for 2010 was also provided. This 

was given for personal rate claimants, qualified adults and qualified children. From this we 

derived the weighted average personal benefit amount. 

For each future year, we combined the future claimant numbers with the average personal 

rate for each age and gender to calculate the total projected expenditure.  

Other (Bereavement Grant and Death Benefit) (negligible portion of overall 

expenditure) 

These benefits made up less than 1% of the overall expenditure of the Social Insurance Fund 

for 2010. 

For each future year, the benefit is increased year on year in line with changes in the overall 

population and allows for increases in line with real earnings growth. 

5.4.1.2 Working Age - Income Supports (circa 23% of overall Fund Expenditure) 

Detailed analysis was performed given the number of changes in the working age income 

support expenditure of the Fund in recent years. Our projections for Redundancy and 

Jobseeker’s expenditure made allowance for the following: 

 reductions in the level of rebate payable to employers following the Budget 2012 change 

to the redundancy rebate. The full benefit of this change is not expected until 2013; 

 reduction in the numbers of claims due to a decline in the numbers made redundant as 

the financial and economic crisis continues; 

 reduction in the numbers requiring Jobseeker’s Benefits due downward trending short 

term unemployment rates. 
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Part of the projection of the above two expenditure items in the short, medium and long 

term, required an analysis of short term versus long term unemployment rates.  We consider 

short term unemployment rates (which have been trending downward for the past 12 

months) are a more representative benchmark for expected changes in these expenditure 

items over the next number of years. In the longer term when the economy is projected to 

return to a more stable / typical scenario  short term and long term unemployment rate 

changes are projected to move commensurately with each other.  

In order to refine our projections for the above two expenditure items we met with 

Department of Social Protection officials and received a wide variety of statistics on both 

redundancy claims and short / long term unemployment rates. 

Jobseekers’ (14% of the total expenditure of the Fund in 2010) 

To calculate the expenditure for each year we modelled the number of claimants and the 

amount of this benefit over the projection period. 

We were provided with the number of recipients of this benefit split by age and gender for 

2010. This was used to calculate distribution rates of those in receipt of Jobseeker’s Benefit 

at each age, i.e. the number of people receiving the benefit at each age and gender, divided 

by the total unemployment numbers for that gender in 2010. These distribution rates 

assumed a constant proportion of the future projected unemployment rates giving the 

number of claimants in each year by age and gender. 

For each future year, we combined the future claimant numbers with the average personal 

benefit for each age and gender to calculate the total projected expenditure. 

We allowed for additional expected numbers of 65, 66 and 67 year olds from 2014, 2021 

and 2028 onwards respectively, by examining the incidence rates of 64 year old recipients 

as a proportion of the unemployed population and assuming the same rates would apply to 

those unemployed at ages 65 – 67. 

Deserted Wife’s Benefit (1% of the total expenditure of the Fund in 2010) 

This benefit is no longer available to new claimants, so it is expected that the total costs for 

this benefit will decline over time. The number of future claimants at each age for each year 

was projected based on the number of claimants at the end of the previous year and allowing 

for the probability of survival. 

Maternity Benefit (3% of the total expenditure of the Fund in 2010) 

Future recipients were projected by reference to the expected number of births to female 

labour force participants based on 2010 incidence rates. The average benefit payable was 

estimated from the 2010 data. The change to the benefit rate in 2012 was incorporated.  

Redundancy and Insolvency (5% of the total expenditure of the Fund in 2010) 

Data provided by the Department of Social Protection was used to derive incidence rates of 

future benefit claims from 2012 onwards. We assumed these rates would change in line with 

changes in unemployment rates generally. Our projections take account of the reduced 

amount of redundancy rebate payable to employers following Budget 2012 changes to the 

level of statutory rebate payable from 60% to 15%. The full impact of the measure will not 

be seen until 2013. Furthermore, expenditure on redundancy payments is expected to 

decrease as the number of claims continues to decline from its 2009 peak. 
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Other (Treatment Benefits, Health and Safety Benefit and Adoptive Benefit) 

(negligible portion of overall Fund expenditure) 

Treatment Benefits, Health and Safety Benefit and Adoptive Benefit make up approximately 

1% of the overall expenditure in the fund for 2010.  We increased these benefit amounts 

each year in line with population growth allowing for any increase in real earnings growth. 

5.4.1.3 Working Age - Employment Supports (negligible portion of total Fund 

Expenditure) 

Partial Capacity Benefit  

This is increased each year in line with population changes and allows for any increase in 

line with real earnings growth. 

5.4.1.4 Illness, Disability and Carers  

Illness Benefit (10% of the total expenditure of the Fund in 2010) 

We were provided with projected Illness Benefit amounts by Department of Social 

Protection from 2011-2015 and were given statistics on the number of claimants who were 

in receipt of the benefit for more than 2 years. For those in receipt of Illness Benefit for 

longer than 2 years we assumed that this was a closed population, declining over time. We 

therefore projected the number of recipients allowing for the probability of survival of this 

group of claimants. 

For the individuals with claims of less than 2 years duration we were provided with the 

number of recipients of this benefit split by age and gender for 2010. This was used to 

calculate distribution rates (as a proportion of the labour force as opposed to general 

population, reflecting the qualification requirements) of those in receipt of Illness Benefit at 

each age, i.e. the number of people receiving the benefit at each age and gender, divided by 

the total labour force for that gender in 2010. These distribution rates were assumed to be 

constant for each future year, and were applied to projected labour force levels giving the 

number of claimants in each year by age and gender. 

We allowed for additional expected numbers of 65, 66 and 67 year olds from 2014, 2021 

and 2028 onwards respectively, by examining the incidence rates of 64 year old recipients 

as a proportion of the labour force and assuming the same rates would apply to those 

impacted by the pension reforms. 

Invalidity Pension (7% of the total expenditure of the Fund in 2010) 

The number of recipients of Invalidity Pension was projected to increase each year in line 

with labour force population changes (given the qualification conditions). We also allowed 

for the following expected new recipients: 

 Those who previously would have been in receipt of Illness Benefit, by examining the 

reduction in Illness Benefit beneficiaries projected each year to 2015 compared with the 

numbers expected had the incidence rates remained stable.  A proportion of the reduced 

numbers of illness claimants were projected to move to invalidity status by trending the 

additional invalidity numbers due to this effect observed in 2011-2015. 
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 Those aged 65, 66 and 67 year olds from 2014, 2021 and 2028 onwards respectively, by 

examining the trend in increasing incidence rates between the ages 60 - 64 year old 

recipients as a proportion of the labour force and assuming the trend continues for those 

aged 65 – 67. 

Other (Injury Benefit, Carer’s Benefit, Medical Care and Disablement Benefit) 

(negligible portion of overall expenditure) 

The number of beneficiaries is projected to increase each year in line with population 

changes and the benefit amount is expected to increase in line with real earnings growth. 

5.4.1.5 Other 

Children (child related payment) (negligible portion of overall expenditure) 

Recipients of child-related payments are assumed to increase in line with projected future 

birth rates and expenditure is uprated for increases in real earnings growth. 

Supplementary Payments Agencies and Miscellaneous Services 

Household benefits package and Fuel Allowance (3% of the total expenditure of the 

Fund in 2010) 

The Household Benefits package is a secondary benefit available with a range of social 

insurance and social assistance schemes.  It is funded by the Fund only in respect of 

insurance based schemes
12

.  It is available to all aged 70 or over without a means test and 

with no household composition rules (one package per household provided for the registered 

user of utilities).  Applicants must be permanently residing in the State. 

People aged 66-70 who are in receipt of qualifying payments such as SPC, Widow(er)’s and 

Surviving Civil Partner’s Contributory Pension, equivalent recognised foreign pensions or 

who satisfy a means test and who live alone or only with certain excepted people may also 

qualify.  

Widow(er)s and Surviving Civil Partners aged from 60 to 65 whose late spouses / partners 

had been in receipt of the Household Benefits package and who live alone or only with 

certain excepted people may retain that entitlement. 

People aged under 66 who are in receipt of qualifying payments (such as Invalidity Pension) 

and who live alone or only with certain excepted people may also qualify.   

Fuel Allowance 

The Fuel Allowance is a secondary benefit available with a range of social insurance and 

social assistance schemes.  It is funded by the Social Insurance Fund only in respect of 

insurance based schemes
13

.  It is a means tested weekly payment of €20 available for people 

on long term schemes such as SPC, Widows Pension (Contributory), Guardian's Payment 

                                                      
12 Household Benefits are also available for people in receipt of certain assistance payments including State 

Pension (Non-Contributory), Widows Pension (Non-Contributory), Carer's Allowance,  Blind Person's Pension, 

Disability Allowance and One Parent Family Payment (if aged 66-70). 
13

 Fuel Allowance is also available for people in receipt of certain assistance payments including Disability 

Allowance, One Parent Family Payment, Blind Person’s Pension, Guardian's Payment (non-contributory), long 

term Jobseeker’s Allowance, Supplementary Welfare Allowance and some Employment schemes. 
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(Contributory) and Invalidity Pension.  It is paid for 26 weeks from October to March each 

year. 

We projected that recipient numbers of both Household Benefits and Fuel allowance would 

increase year on year in line with the change in the population aged 66 or over and that the 

amounts payable would increase each year in line with real earnings growth with an 

alternative of increases in line with the Consumer prices index examined. 

Housing, Water, Electricity, Gas & Other Fuels comprised circa 17% of the overall CPI 

index at December 2011. 

Administration Costs (3% of the total expenditure of the Fund in 2010) 

As administration cost are a relatively small proportion of the total expenditure we have 

assumed as a practical expedient that they will increase in line with real earnings growth. 
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6 Population and Labour Force Projections 
 

This section: 

 describes how individual year by year population projections were carried out allowing 

for assumed births, deaths and net migration 

 outlines what assumptions were made to determine the above three key variables 

 describes the labour force participation projection methodology 

 provides high level analysis of the population and labour force projections 

6.1 Population Projections 

6.1.1 Information received and extrapolated 

The initial assumptions we used in developing population projections were provided by the 

Department of Finance.  The principal assumptions provided reflect the Europop 2010
14

  

population projections for Ireland which were used in the production of ‘The 2012 Ageing 

Report’; a joint Report prepared by the European Commission (DG ECFIN) and the 

Economic Policy Committee (AWG). 

While the Europop 2010 data in the 2012 Ageing Report included projections at various 

spot years out to 2060, Eurostat do not publish figures for individual years nor do they 

publish projections out to 2066, the end of the projection period for this review.  We 

extended the population projection model such that projections for each individual year 

were produced and extended the projections to 2066. 

Our core results are calculated on the basis of the Europop 2010 population projections 

(with an adjustment for mortality rates, reflecting greater anticipated increases in life 

expectancy) and overlaid with the population data from Census 2011. 

In Appendix A.5 we have included summary population structure statistics on alternative 

mortality, migration, and fertility assumptions.  

Analysis of the Population Projections 

Based on these assumptions we present in Table 6.1 some summary details of the projected 

population and its structure out to 2060. Looking first at the total population it can be seen 

that the population is forecast to rise from 4.48 million in 2010 (million 2011) to 6.88 

million in 2060, an increase of 50% over 2011 levels.  

 

 

 

                                                      
14 

The EUROPOP 2010 ‘convergence scenario’ is based on the population on 1st January 2010 and on the assumption that fertility, mortality 

and net migration will progressively converge between Member States in the long run.
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Age Group 2010 2020 2030 2040 2050 2060 

0 – 19 1,238 1,399 1,410 1,434 1,568 1,597 

20 – 64 2,727 2,893 3,121 3,301 3,341 3,598 

65 + 514 750 1,034 1,341 1,624 1,681 

Total 4,479 5,042 5,565 6,076 6,533 6,876 

              

0 – 19 28% 28% 25% 24% 24% 23% 

20 – 64 61% 57% 56% 54% 51% 52% 

65 + 11% 15% 19% 22% 25% 24% 

Pensioner Support Ratio 5.3 3.9 3.0 2.5 2.1 2.1 

Total Support Ratio 1.6 1.3 1.3 1.2 1.0 1.1 

Table 6.1: Population Structure 2010 to 2060 (000s); base case assumptions 

In the first instance, for consistency with the previous review when examining the 

breakdown across age groups we chose the ‘working age group’ as those aged 20 – 64 while 

those over pension age are assumed to 65+. Later in this section we examine the impact of 

the abolition of the SPT and the increases in State Pension Age in terms of observed 

improvements in the support ratio. 

                        
                               

                                 
 

Changing population structure 

Due to the expected dynamics of life expectancy, fertility, and migration rates (each 

discussed in turn below), the age-structure of the population is projected to dramatically 

change in the coming decades.  In other words, not only is the population projected to be 

much larger than it is now, it is also expected to be much older.  

Based on the above measure of ‘working age’, the proportion of the population aged 65 and 

over is projected to rise from 11% in 2010 to 24% in 2060. In other words in 2010 there are 

circa 5.3 workers for every individual over age 65 and this reduces to circa 2.5 workers for 

every individual over age 65 by 2040, further declining to 2.1 workers by 2060. At the same 

time the proportion relating to the group in the middle of the age pyramid becomes smaller 

due to below natural replacement fertility rates. 

The pensioner support ratio is a key measure of the ability of the Fund to meet its 

obligations in the future as contributions by and on behalf of the working population plus 

general taxation as necessary finance the benefits paid to the retired population in the 

absence of any material level of prior funding. 

The total support ratio i.e. the ratio of the number of people of working age to the number of 

children plus those over pension age is expected to decline less severely from 1.6 to 1.1 by 

2060. 
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When considering the financial prospects for the Fund it is necessary to take into account 

the proportion of the working age population who are expected to be contributors and the 

proportion of the elderly who will be in receipt of pensions including allowance for those 

pensions paid to people overseas. Therefore the ratio of pensioners to contributors for the 

Fund will not equal the pensioner support ratio shown in Tables 6.1 and 6.2 but is expected 

to follow a similar trend. 

Figure 6.1 gives a more detailed breakdown of the 2010 population by gender and age 

category. A population ‘bulge’ at the age groups 25-45 can be clearly seen and explains the 

dramatic reduction in the pensioner support ratio between now and 2040, thereafter 

expected to decline more gradually. 

 

Figure 6.1: Detailed breakdown of the 2010 population by gender and age category 

Support ratios and dependency ratios – Findings of Census 2011 

The trend in increasing age and total dependency
15

 ratios is consistent with the initial 

findings of the CSO in Census 2011, which indicates that Ireland is currently undergoing a 

change in its population composition and is facing into the challenge of an ageing 

population.   

A chart of the progression of the support ratio can be seen in Figure 6.2. 

 

                                                      
15 

Dependency ratios are the opposite of support ratios. The ‘old age dependency ratio’ or ‘pensioner dependency ratio’ measures  those aged 65 and 

over as a proportion of the working age population. Similarly the ‘total dependency ratio’ measures the total of children plus those over pension age as a 

proportion of the working age population 
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Figure 6.2: Projected age structure of the population and pensioner support ratio; base case assumptions 

Pensioner Support ratio measure and impact of pension reforms 

The impact of the reforms in terms of the abolition of the SPT and the increase in the State 

Pension Age is shown in Table 6.2 below. ‘SPA’ refers to State Pension Age. In 2030, for 

example, those of ‘working age’ are the 20 – 67 cohort, whereas those over State Pension 

Age are those aged 68+. 

Age Group 2010 2020 2030 2040 2050 2060 

0 – 19 1,238 1,399 1,410 1,434 1,568 1,597 

20 - (SPA -1) 2,727 2,941 3,294 3,508 3,546 3,774 

SPA + 514 702 860 1,134 1,420 1,506 

Total 4,479 5,042 5,564 6,076 6,534 6,877 

              

0 – 19 28% 28% 25% 24% 24% 23% 

20 - (SPA -1) 61% 58% 59% 58% 54% 55% 

SPA + 11% 14% 15% 19% 22% 22% 

Pensioner Support Ratio 5.3 4.2 3.8 3.1 2.5 2.5 

Total Support Ratio 1.6 1.4 1.5 1.4 1.2 1.2 

Table 6.2: Population Structure 2010 to 2060 (000s); base case assumptions 

The pensioner support ratio commences at 5.3 in 2010 but reduces more gradually to 3.1 by 
2040 and to 2.5 by 2060. In contrast the support ratio taking no account of reforms is 
projected to decline to 2.5 by 2040 and to 2.1 by 2060 as can be seen from Table 6.1. 

As referred to in Census 2011,  ‘It is important to bear in mind that [support] ratios are a 

rather crude measure as variations occur over time due to the number of young people in 

third level education and  people over 65 continuing to work’. 
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Nonetheless, effective retirement ages – the age at which people actually stop working – are 
lower on average than the standard pension age in most countries (OECD, 2006). Therefore 
the figures in Table 6.1 may continue to give a more meaningful measure of the pensioner 
support ratio based on past trends of the relationship between effective retirement ages and 
State Pension Ages. 

The Ageing Report included 2005 Irish statistics on the effective retirement rates for males 
of 63.6 years and 64.6 years for females. 

6.2 Mortality Rates and associated Life Expectancy Assumptions 

Current and future mortality rates are the key determinant of how long people will draw 

pension benefits from the Fund (which is the most material element of Fund expenditure and 

increasingly so with time). With advances in medical science and improved social and 

environmental conditions, mortality rates have, for a number of years, declined more rapidly 

than historic norms or indeed forecast levels. Accordingly, people are now living longer 

than ever before with associated implications for the Fund.  

Having compared and contrasted the methodologies employed in compiling the Ageing 

Report and the CSO’s work in this area, we opted to use the CSO mortality assumptions, 

which were replicated by following the procedures described in their paper entitled 

‘Population and Labour Force Projections 2011 - 2041’.  

 2010 2020 2030 2040 2050 2060 

Male 18.4 21.2 22.9 23.9 24.9 25.8 

Female 21.0 22.9 24.3 25.2 26.2 27.0 

Table 6.3: Life expectancy at age 65 - 2010 to 2060; base case assumptions 

As the CSO’s mortality projections incorporate an allowance for future mortality 

improvements, the average life expectancy is projected to increase considerably over the 

period in question and more dramatically over the earlier years of the projection.  

Overall the CSO incorporated allowances for males to live circa 7.4 years longer and 

females to live 6 years than those reaching 65 today. 

 2010 2020 2030 2040 2050 2060 

Male 16.8 18.0 19.1 20.1 21.2 22.2 

Female 20.0 21.2 22.4 23.5 24.5 25.5 

Table 6.4: Life expectancy at age 65 2010 to 2060; Ageing Report assumptions 

In contrast the Ageing Report mortality improvements were such that overall the allowance 

made was for both males and females to live 5.3 – 5.4 years longer than those reaching 65 

today. 

Differences in life expectancy - CSO and the Ageing Report 

Convergence methodology adopted for the purposes of the Ageing Report 

As was the case with the Europop 2008 demographic projection, the Europop 2010 was 

made using a ‘convergence’ approach, meaning that the key demographic determinants are 

assumed to converge over the very long-term. These demographic determinants are: (i) the 
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fertility rate; (ii) the mortality rate and (iii) the level of net migration. As far as fertility and 

mortality are concerned, it is assumed that they converge to that of the ‘forerunners’. 

Specifically life expectancy increases are assumed to be greater for countries at lower levels 

of life expectancy and smaller for those at higher levels, thus following convergent 

trajectories. The countries converge towards a long-term theoretical age pattern of mortality 

following an exponential interpolation, thus mortality improvements take place at a 

decreasing pace. 

Ireland is one of the ‘forerunners’ in terms of life expectancy in 2010 and hence projected 

increases in life expectancy take place at a slower pace than for other countries because of 

the constraints imposed by the convergence methodology. 

CSO Methodology  

In contrast, the CSO study allows for Irish specific mortality trends with no convergence 

constraints. Details of the methodology employed are contained in that paper. A quotation 

from Appendix A.5 of the ‘Population and Labour Force projections 2011- 2041’ 

summarising the method for projecting mortality is included here for ease of reference: 

‘Mortality rates were projected by estimating the current rate of improvement by single year 

of age and sex and assuming that this rate of improvement will decline over a twenty-five 

year period to a long-term average improvement rate not dissimilar to the rates observed in 

the long-term past. The analysis showed that the current rate of decline of mortality for 

males averaged around 5 per cent p.a. across most ages, with surprisingly little variation. 

For females, the current rate of decline oscillated with age around an average rate of 3.5 

per cent p.a. It was assumed that there would be no mortality improvements at ages from 

100 years and upwards. 

The Expert Group judged it reasonable to apply the same rate of decline to male and female 

mortality rates in the estimates for the long-term future and, following reflection, a long 

term rate of 1.5 per cent p.a. was settled upon as not unreasonable for all ages up to age 90 

years from 2031 onwards. For each year between 2005 and 2031, the mortality declines for 

that year were calculated by linear interpolation’. 

Given the importance of this variable to the Fund’s finances and the degree of uncertainty 

associated with it, we employ a number of stress tests in Section 8. 

6.3 Fertility Rate assumptions 

The 2012 Ageing report also provides projections of the future fertility rate of the 

population. Our base case projections assume that the total fertility rate would reduce 

marginally and gradually from 2.07 in 2010 to 1.99 by 2060. 

2010 2020 2030 2040 2050 2060 

2.07 2.05 2.04 2.02 2.00 1.99 

Table 6.5: Fertility rates 2010 to 2066; base case demographic assumptions 

The age specific fertility rates for each projection year are applied to the projected female 

population to estimate the projected births. These births are then divided into males and 

females in the ratio 51.5:48.5. The appropriate survivorship ratios are then applied to male 

and female births before these are added in to yield the total projected population. 
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The convergence scenario approach employed in the Europop 2010 projection entails a 

process of convergence in the fertility rates across Member States to that of the countries 

currently exhibiting the highest rates (e.g. Ireland), the forerunners over the very long-term. 

For the EU as a whole, the total fertility rate (‘TFR’) is projected to rise from 1.59 in 2010 

to 1.64 by 2030 and further to 1.71 by 2060, whereas for Ireland the TFR is projected to fall 

marginally from 2.07 in 2010 to 2.05 by 2020 and further to 1.99 by 2060.  

Fertility rates are therefore expected to remain below the natural ‘replacement rate’ of 2.1 in 

the period to 2060. 

6.4 Migration 

Migration patterns in Ireland at the time of reporting have changed significantly since the 

previous Review. Future migration is difficult to predict with any degree of certainty. For 

that reason one of our variant assumptions examines a zero net migration scenario.  Our 

central migration assumptions have been taken from the Europop 2010 population 

projections and spot rates are outlined in Table 6.6. 

Although Ireland is currently experiencing net outward migration of circa 21,500 p.a. 

emigration is projected to taper off by 2015 and reverse thereafter such that net inward 

migration is projected to total 22,500 in 2020 gradually reducing to 15,600 by 2060. 

2010 2020 2030 2040 2050 2060 

-21.5 22.5 20.8 19.0 17.3 15.6 

Table 6.6:  Migration numbers (000s) 2010 to 2060; base case assumptions 

As part of our replication of the population projections at various spot rates over the course 

of the projection period, and having calculated births and deaths relatively 

straightforwardly, we ‘solved’ for the balancing migration numbers and the approximate 

distribution of migrants across the age spectrum as set out in Table 6.7.   

Age group Males Females 

0-14 35% 28% 

15-24 4% 14% 

25-34 50% 41% 

35-44 2% 2% 

45-54 0% 4% 

55-64 3% 4% 

65+ 6% 7% 

Total 100% 100% 

Table 6.7:  Migration distribution 2010 to 2060; base case assumptions 

6.5 Labour Force 

6.5.1 Information received and extrapolated 

The projection of the Labour Force involves multiplying labour force participation rates (by 

age and gender) at each future year by the individual year’s projected population. Similar to 
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the population projections, gender-specific labour force participation rates by spot years to 

2060 in grouped age bands were adopted  based on those set out in the 2012 Ageing Report. 

The Ageing Report did not take into account the now legislated for reforms in the State 

Pension Age and the abolition of the SPT in 2014 in terms of increased anticipated labour 

force participation rates at the affected ages. We have made a simple adjustment to the rates 

included in that report to allow for the impact of additional participation at older ages.  

We examined the trend in terms of the gradual but moderate reduction in labour force rates 

between 60 and 64 and extended this trend to 65 year olds (for the years 2014 onwards) and 

similarly to 66 year olds for the years (2021 onwards) and 67 year olds (for the years 2028 

onwards).  Gender-specific labour force participation rates by age were calculated for each 

individual year of the projection. Summary tables are provided below of labour force 

participation rates by age group and at various spot years of the projection period. 

Population as a whole 2010 2020 2030 2040 2050 2060 

Young (15-24) 42.4% 41.8% 42.5% 44.4% 42.3% 42.7% 

Prime age (25-54) 80.5% 79.6% 78.3% 76.9% 76.9% 77.0% 

Older (55-64) 56.0% 64.9% 66.9% 66.5% 63.4% 63.9% 

              

Total Participation rate             

20 - 64 75.1% 75.4% 74.5% 73.5% 73.4% 73.3% 

15 - 64 69.9% 69.6% 68.3% 68.2% 67.8% 67.6% 

Table 6.8: Labour force participation rates – Population as a whole 

Males 2010 2020 2030 2040 2050 2060 

Young (15-24) 43.2% 43.2% 43.8% 45.7% 43.7% 44.1% 

Prime age (25-54) 89.3% 86.8% 84.4% 83.3% 83.2% 83.0% 

Older (55-64) 65.0% 69.4% 69.4% 66.5% 63.8% 64.2% 

              

Total Participation rate             

20 - 64 83.3% 81.5% 79.3% 78.0% 78.3% 77.8% 

15 - 64 77.2% 75.0% 72.4% 72.2% 72.2% 71.6% 

Table 6.9: Labour force participation rates – Males 

Females 2010 2020 2030 2040 2050 2060 

Young (15-24) 41.6% 40.3% 41.1% 42.9% 40.8% 41.2% 

Prime age (25-54) 71.8% 72.6% 72.2% 70.4% 70.3% 70.6% 

Older (55-64) 47.0% 60.4% 64.5% 66.4% 63.0% 63.6% 

              

Total Participation rate             

20 - 64 67.0% 69.4% 69.7% 68.9% 68.4% 68.5% 

15 - 64 62.6% 64.3% 64.1% 64.2% 63.3% 63.3% 

Table 6.10: Labour force participation rates – Females 

6.5.2 Analysis of Labour force Participation rates: 

We note the following in relation to our analysis of labour force participation rates: 
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 Using recent trends in labour market behaviour the total participation rate (for the age 

group 20 to 64) is projected to decrease by 1.6 percentage points (from 75.1% in 2010 to 

73.2% in 2060, reflecting the fact that the projected reduction in male participation rates 

over the period outweighs the increase in female rates. 

 Despite the slight downward trend in overall participation rates a large increase in 

participation rates is projected for female workers aged 55-64 (almost 20% for females 

compared to males rising by circa 2% to 2040 before falling back again by 2060), 

leading to a substantial narrowing of the gender gap in terms of participation rates up to 

2060. 

 The participation rates of prime-age male workers (aged 25 to 54), at around 89% at 

outset declining to 83% at the end of the projection period remain the highest of all 

groups throughout the projection period. This reflects a continuation of the trend of 

declining participation rates for males observed over the past 25 years as can be seen 

from the tables included in Appendix A.4.    

 Overall total participation rates are mainly driven by changes in the participation rate of 

prime-age workers (25-54), as this group accounts for about 89% of the total labour 

force (15-64) (albeit declining to 75% by the end of the projection period). 

We set out in the Table 6.11 the projected labour force numbers for the projection period. 

Age 
Group 

2010 2020 2030 2040 2050 2060 

15-24 231 265 327 327 315 355 

25-34 637 462 558 658 627 629 

35-44 533 611 460 553 650 620 

45-54 441 543 606 461 554 651 

55-64 254 358 442 491 375 455 

65-74 39 86 135 174 179 142 

Total 2,135 2,325 2,529 2,662 2,700 2,853 

Table 6.11:  Labour Force numbers (in 000s) from 2010 to 2060 at each age group allowing for impact of 

pension reforms 

In summary the total labour supply is projected to increase by 30% from 2.1 million to just 

above 2.8 million in 2060. 

The age structure of the labour force is also projected to shift considerably over time. Those 

under 35 account for 41% of the 2010 labour force but this is projected to fall to 34% by 

2060. Conversely, the proportion of the labour force over 55 account for 14% of the 2010 

labour force but 21% of the projected 2060 labour force. 

The impact of increased participation of older workers on the labour force as a whole is 

small but the impact as a proportion of the age group 65+ is more marked. 

6.5.3 Assumptions on Unemployment and adjustment to unemployment rates 

The labour force is further segmented into the unemployed population and the employed 

population at each future year by applying the unemployment and employment rates (by age 

band and gender) to the projected labour force. 
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  2010 2020 2025 2030 2035 2040 2045 2050 2055 2060 

Ireland 13.70% 13.40% 10.00% 7.10% 6.50% 6.30% 6.10% 6.10% 6.00% 6.00% 

EU 27 9.70% 8.40% 7.50% 6.90% 6.70% 6.60% 6.60% 6.60% 6.50% 6.50% 

Table 6.12: Unemployment Rate assumptions (aged 15 – 64, in percentages) Ageing Report 

As a general rule, actual unemployment rates in the 2012 Ageing Report are assumed to 

converge to structural unemployment rates (the 'NAWRU' rates) by 2015, and thereafter 

gradually decline towards country-specific historical minima.  

Ireland’s unemployment rate is expected to reduce gradually over the period of the 

projections such that from 2045 onwards the rate is projected to remain stable at 5.8%. 

If we were to adopt the unemployment assumptions included in the Ageing Report for the 

period 2016 - 2020 we would have had to make a significant ‘step up’ from the short term 

unemployment rates included in the Stability Programme Update dated April 2012.  

  2011 2012 2013 2014 2015 2016 2017 

2011 - 2015; DOF and 2016+; Ageing 
Report 

14.4% 14.3% 13.6% 12.8% 11.7% 14.4% 14.3% 

IMF Projections 14.3% 14.5% 13.7% 13.0% 12.1% 11.0% 10.4% 

Table 6.13: Unemployment projections from a number of sources 

We took the view that the IMF assumptions for unemployment for 2016 and 2017, which 

are unconstrained by convergence methodologies and do not require any significant ‘step 

up’ from the Department of Finance forecasts, would be appropriate. Unemployment rates 

thereafter were assumed to gradually reduce to 5.8%, the long term rate assumed in the 

Ageing Report. 

The assumption of a future reduction in structural unemployment leads to higher 

employment which in turn contributes to GDP and GNP growth, discussed further in 

Section 6.6 

Gender-specific unemployment rates by age group are summarised below: 

Age 
Group 

2010 2020 2025 2030 2035 2040 2045 2050 2060 

15_19 39.2 39.7 29.2 20.4 18.8 18.2 17.8 17.5 17.3 

20_24 32.2 32.8 24.0 16.8 15.4 14.9 14.6 14.4 14.2 

25_29 22.6 23.1 17.0 11.9 11.0 10.5 10.3 10.1 10.1 

30_34 16.0 16.2 11.9 8.3 7.7 7.4 7.3 7.1 7.1 

35_39 15.5 15.6 11.5 8.0 7.4 7.2 7.0 6.9 6.8 

40_44 13.8 14.0 10.2 7.2 6.6 6.4 6.2 6.1 6.1 

45_49 13.5 13.6 10.0 7.0 6.4 6.2 6.1 6.0 5.9 

50_54 12.7 12.9 9.5 6.7 6.0 5.9 5.8 5.7 5.6 

55_59 10.4 10.5 7.8 5.4 5.0 4.8 4.7 4.6 4.6 

60_64 11.3 11.4 8.4 5.9 5.4 5.2 5.1 5.0 5.0 

65_71 2.3 2.1 1.6 1.1 1.0 0.9 1.0 0.8 0.9 

                    

15_74 16.8 16.5 12.3 8.7 8.1 7.7 7.5 7.4 7.4 

Table 6.14: Male Unemployment Rates by age-group, base case scenario 
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Age 
Group 

2010 2020 2025 2030 2035 2040 2045 2050 2060 

15_19 31.9 32.3 23.8 16.5 15.2 14.7 14.5 14.2 14.0 

20_24 18.3 18.9 13.8 9.7 8.8 8.5 8.4 8.3 8.2 

25_29 10.7 11.0 8.1 5.6 5.2 5.0 4.9 4.8 4.8 

30_34 7.9 8.0 5.9 4.1 3.8 3.6 3.6 3.5 3.5 

35_39 8.8 8.9 6.6 4.6 4.2 4.1 4.0 3.9 3.9 

40_44 8.7 8.8 6.5 4.5 4.2 4.0 3.9 3.9 3.8 

45_49 6.9 7.0 5.1 3.6 3.3 3.2 3.1 3.1 3.0 

50_54 5.3 5.4 3.9 2.8 2.5 2.4 2.4 2.4 2.3 

55_59 6.1 6.2 4.5 3.2 2.9 2.8 2.7 2.7 2.7 

60_64 4.3 4.4 3.2 2.2 2.1 2.0 1.9 1.9 1.9 

65_71 2.5 2.3 1.6 1.1 1.0 1.0 1.0 0.9 0.9 

                    

15_74 9.5 9.1 6.7 4.7 4.3 4.1 4.0 3.9 4.0 

Table 6.15: Female Unemployment Rates by age-group, base case scenario 

6.5.4 Employment Projections 

As a result of the population projection, the unemployment rate assumptions and the labour 

force projection, the total employment rate (for individuals aged 20 to 64) in Ireland is 

projected to increase from 64.9% in 2010 to 69.5% in 2030 and to 69.0% in 2060. 

The projected decrease in the unemployment rates are dramatic and as a result, the projected 

increase in employment rates tend to be strong for countries such as Ireland where 

unemployment was significantly affected by the crisis.  

The employment rate of women is projected to rise from 60.4% in 2010 to 65.3% in 2025 

and to 65.9% in 2060.  

The employment rate for workers aged 55-64 years is expected to increase by even more, 

from 49.9% in 2010 to 59.1% in 2020 and to 61.7% in 2060, reflecting the expected impact 

of recent pension reforms in many Member States, aimed at increasing the retirement age.   

Despite the negative prospects for population developments, including the rapid ageing of 

the population (as a proportion of the overall population), projected migration inflows which 

increase the labour supply, coupled with increased participation rates (particularly among 

female workers), leads to an increase in the number of people employed during the period 

2010 to 2060 (about 0.6 million increase from 1.8 million persons to 2.4 million persons). 
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6.6 Interaction of demographic projections and assumed GDP / GNP 

The population projections have a key influence on future projected GDP/ GNP growth
16

  as 

can be seen from the formulae used in the 2012 Ageing Report for projecting growth: 

                                                           

 

                                                               

 
                                                              

                               
                                                    

While Ireland’s projected GDP per capita growth in 2010 to 2060 at 1.3% real p.a. is 

projected to be the same as the European average, our overall level of GDP growth is 

projected to be much stronger reflecting our much stronger projected population growth. 

Table 6.16 below shows the breakdown of the projected GDP growth rate between 2010 and 

2060 for Ireland and how this compares to the EU 27 countries. We can see that the total 

population growth for Ireland averages at 0.8% p.a. compared to 0.1% p.a. for the EU 27. 

The assumed relationship between productivity and real earnings growth is 1:1, which will 

be important to bear in mind when we examine the impact of changing growth outlooks on 

the Fund’s finances in Section 8. 

  Ireland EU 27 

Total Factor Productivity 1.0% 0.9% 

Capital Deepening 0.6% 0.6% 

(a) Productivity (GDP/ hour 
worked) 

1.6% 1.5% 

      

Total Population growth 0.8% 0.1% 

Employment rate changes -0.1% 0.1% 

Share of working age population -0.2% -0.2% 

Average hours worked changes 0% -0.1% 

(b) Labour Input 0.5% -0.1% 

Total GDP growth (a) + (b) 2.1% 1.4% 

Table 6.16: Projected average GDP growth Ireland versus EU 27 

The main driver of Ireland’s strong population growth is our higher than average fertility 

rates when compared with the rest of Europe. Table 6.17 below compares Irish fertility rates 

with EU27. 

  2010 2020 2030 2040 2050 2060 

Ireland 2.07 2.05 2.04 2.02 2.00 1.99 

EU 27 1.59 1.62 1.64 1.66 1.68 1.71 

Table 6.17: Actual and Projected fertility rates Ireland versus EU 27 

                                                      
16

 GNP growth rates are projected to coincide with those for GDP growth rates in the long term (the rationale being that in the long run GDP and GNP 

should converge given that supply-side drivers affect both) 
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7 Base case results 
 

This section gives an overview of the core results from our review as follows: 

Projections of the level of income and expenditure up to 2066, group in 5 year periods. We 

highlight the deficit that arises in nominal terms and as a percentage of GNP 

The break-even contribution rates needed to meet the total expenditure for a range of future 

time periods 

Comparison over the projection period of the progression of the pension and non pension 

related expenditure  

The discounted present value of future expected shortfalls expressed in 2012 ‘real’ price 

terms  

7.1 Income and Expenditure Projections 

Based on the methodology described in Sections 5 and 6, we have projected the future 

income and expenditure of the Fund for the projection term.  

Table 7.1 below shows the projected income and expenditure for each year up to 2020 and 

for each 5 year period thereafter, up to 2066. All figures shown are in real price terms.  

Year 
Total Receipts 

(€ billions) 

Total 
Expenditure 
(€ billions) 

Shortfall 
(€ billions) 

Shortfall  
as a % of GNP 

Shortfall  
as a % of GDP 

2010 6.7 9.4 2.7 2.2% 1.7% 

2011 7.5 9.0 1.5 1.1% 0.9% 

2012 7.1 8.9 1.8 1.4% 1.2% 

2013 7.2 9.2 2.0 1.5% 1.3% 

2014 7.5 9.5 2.0 1.5% 1.2% 

2015 7.6 9.7 2.0 1.5% 1.2% 

2016 7.9 10.1 2.2 1.6% 1.3% 

2017 8.1 10.6 2.4 1.7% 1.4% 

2018 8.4 11.1 2.7 1.8% 1.5% 

2019 8.6 11.6 3.0 2.0% 1.6% 

2020 8.9 12.1 3.2 2.1% 1.7% 

  
     

2030 11.8 17.3 5.6 2.6% 2.1% 

2040 14.3 25.9 11.6 4.4% 3.5% 

2050 16.9 36.4 19.5 6.2% 5.0% 

2060 20.7 44.7 23.9 6.1% 4.9% 

  
     

2066 23.5 49.3 25.7 5.7% 4.6% 

Table 7.1: total income and expenditure and shortfall in 2012 real price terms and expressed as 

percentage of GNP and GDP for each future year up to 2020 and each 10 year period thereafter 
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We note the following in relation to these projections: 

 The expected shortfall is €1.5bn in 2011, which is expected to double to €3.0bn by 

2019. 

 PRSI contribution income in 2011 is significantly higher than in 2010. This is 

predominantly due to the impact of PRSI base broadening measures and the impact on 

the Fund of certain Health Contribution receipts in 2011.  In 2012 income is estimated to 

reduce due to the fact that the PRSI initiative for low earners has a full year impact in 

2012 as well as certain other technical adjustments principally related to the abolition of 

the Health Contribution at the end of 2010. 

 Expenditure reductions in the period 2010-2012 relate to Jobseeker’s (reducing short 

term unemployment rates), Redundancy and Insolvency (reducing numbers of 

redundancy claims in 2011 for the reasons outlined in Section 5.4) and illness benefit 

reductions arising from changes to duration conditions. Further detail of the changes is 

included in Section 3. 

 In the absence of any changes to PRSI rates or Exchequer subventions, projected 

expenditure in excess of income is anticipated to reach €26bn by 2066 in real 2012 price 

terms. 

 The fund had a shortfall of 2.2% of GNP at the end of 2010 and a shortfall of 1.1% of 

GNP in 2011. We anticipate the 2011 shortfall will continue to grow to 6.4% of GNP by 

2055, thereafter reducing gradually to 5.7% of GNP by 2066. 

Detailed projections of income and expenditure by line item are included in Appendix A.6. 

7.2 Break-Even or ‘Equalised’ Contribution Rates 

We have calculated the break-even rates needed to meet the expenditure level over each 

future time period. These rates are expressed as a multiple of the projected contribution 

income in each future time period i.e. the increase in the projected PRSI contribution 

income in that period needed to meet the shortfall. We calculate these rates over a range of 

time periods including on an annual basis and over a 5 year period and successive 10 and 20 

year periods. 

Table 7.2 below shows the calculated break-even rates on the basis of: 

 no Exchequer subvention; 

 an annual Exchequer subvention of 25% of the benefit paid; 

 an annual Exchequer subvention of 33% of the benefits paid. 
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Year 
Equalised Contribution 
Rates 

2010 141% 

2011 120% 

2012 126% 

2013 128% 

2014 127% 

2015 127% 

2016 128% 

2017 130% 

2018 132% 

2019 135% 

2020 136% 

2030 147% 

2040 181% 

2050 215% 

2060 215% 

2066 209% 

Table 7.2: Equalised contribution rates 

The individual years equalised contribution rates commence at 128% in 2013 and increase 

to circa 215% in 2050 (i.e. more than a doubling of projected PRSI rates in that year would 

be required to balance income and expenditure), thereafter marginally reducing to 209% in 

2066. In other words by 2066 if no Exchequer subvention was available PRSI rates would 

need to more than double to ensure the Fund stayed in balance in any given year. 

Equalised Contribution Rates over 5, 10, 20 years and whole projection period 

Starting No Subvention 
Subvention of 
25% Benefits 

Subvention of 
33% Benefits 

  Equalised Contributions for 5-year period 

2013 128% 97% 90% 

  Equalised Contributions for 10-year period 

2013 132% 99% 92% 

2023 144% 106% 98% 

2033 172% 120% 110% 

2043 207% 136% 123% 

2053* 217% 141% 127% 

  Equalised Contributions for 20-year period 

2013 139% 103% 95% 

2033 172% 120% 110% 

2053* 215% 140% 126% 

  Equalised Contributions for whole projection  period 

2013 187% 127% 116% 

*13 year (as opposed to 20 year) year period beginning 2053 and ending in 2066 

Table 7.3: Equalised Contribution Rates 

Referring to Table 7.3, in the short term an increase of 128% in contribution rates is 

projected to be adequate to meet benefit outgo (in the absence of Exchequer subventions) 

but, thereafter, more significant step changes in income would be required – the 

corresponding increase for the period 2053– 2063 is 217%.  
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Over the entire projection period, an increase of 187% in PRSI rates would be required to 

meet benefit outgo in the absence of Exchequer subventions. 

The corollary is that, in the absence of large increases in PRSI rates or significant reductions 

in expenditure, substantial Exchequer subventions
17

 will be required to balance income and 

outgo.  

By way of explanation the 123% in column 3 of the above table indicates that PRSI 

contributions of 23% higher than currently projected (based on current rates in force), 

coupled with state subventions of 33% of expenditure each year would be necessary to keep 

the Fund in balance for the 10 year period commencing in 2043.  

In summary, the table demonstrates that significant Exchequer subventions, increased PRSI 

contributions, reduced expenditure, or a combination will be needed to keep the Fund in 

balance.  

7.3 Comparison of Pension and Non-Pension related Benefits 

Table 7.4 shows the projected expenditure of the Fund split by pension and non-pension 

benefits. 

  
Total Receipts 

(€ billions) 
Pension related expenditure 

(€ billions) 
Other expenditure 

(€ billions) 
Total Expenditure 

(€ billions) 

2010 6.7 4.9 4.5 9.4 

2011 7.5 5.1 3.9 9.0 

2012 7.1 5.3 3.6 8.9 

2013 7.2 5.8 3.5 9.2 

2014 7.5 6.0 3.5 9.5 

2015 7.6 6.2 3.5 9.7 

2016 7.9 6.7 3.5 10.1 

2017 8.1 7.1 3.5 10.6 

2018 8.4 7.6 3.5 11.1 

2019 8.6 8.1 3.5 11.6 

2020 8.9 8.6 3.5 12.1 

          

2030 11.8 13.2 4.1 17.3 

2040 14.3 20.9 5.1 25.9 

2050 16.9 30.5 5.9 36.4 

2060 20.7 38.0 6.6 44.7 

          

2066 23.5 42.0 7.3 49.3 

Table 7.4: Pension and non-pension related expenditure under base case assumptions 

                                                      
17 Social Insurance Funding has traditionally been funded on a tripartite basis – with contributions coming from 

Employers, employees and contributions or ‘subventions’ coming from the Exchequer. 
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We have compared the pension and other benefits as a percentage of both contribution 

income and benefit outgo.  

The results indicate that pension expenditure as a proportion of total social insurance 

expenditure would rise from approximately 52% in 2010 to 85% in 2066. We expect that 

other benefits will fall from approximately 48% to 15% over the same period. 

Similarly although contributions have not been explicitly hypothecated to different benefits, 

pension related expenditure as a proportion of total PRSI contributions is projected to rise 

from 73% in 2010 to 178% in 2066. In comparison currently short term benefits absorb 

approximately 68% of contribution income and this is projected to fall to approximately 

31% by 2066.  

7.4 Discounted value of future shortfalls in the Fund 

Table 7.5 shows the discounted value at the date of the Review of the projected shortfalls of 

the Fund. This is defined as the present value of the Fund shortfalls (i.e. difference between 

income and expenditure) over a number of time periods.  We have used a real discount rate 

of 2% per annum. 

Period 
Discounted Value of 

Future Shortfalls  
(€ billions) 

5 years 8.8 

10 years 20.4 

20 years 51.6 

30 years 103.3 

Full Period 323.7 

Table 7.5: Net Present Value of projected future shortfalls at 1st January 2011 under base case 

assumptions 

It is important to realise that the discounted value of future shortfalls is a hypothetical figure 

reflecting the ‘pay as you go’ nature of the system. It is, however, a useful measure 

(expressed in 2012 real price terms) of the magnitude of the shortfalls expected to build up 

in the Fund, all else being equal. €324bn equates to 2.5 times 2011 levels of GNP. 
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8 Sensitivity of projections to assumptions 

8.1 Introduction 

Given the uncertainty surrounding assumptions underpinning long-run projections, a 

number of sensitivity tests were carried out in addition to the base case, so as to quantify the 

responsiveness of projection results to changes in key under-lying assumptions. The 

alternative scenarios include:  

 a more gradual improvement in mortality, taking account of the adverse effects of 

sustained periods of economic hardship on morbidity and mortality (and the 

implications to Invalidity Pension), and, alternatively, a more rapid improvement in 

mortality consistent with improved health maintenance and health care provision;   

 For the more gradual improvements in mortality we took into account the mortality 

projections incorporated in the 2012 Ageing Report in which a slower projected rate of 

improvement in mortality rates was allowed for, compared with the base case.  For the 

more rapid improvement in mortality scenario we adjusted the mortality rates in our 

base case such that continued strong  mortality improvements were projected throughout 

the projection period; 

 alternative growth scenarios, a higher growth scenario suggested by the IMF in its 

March 2012 Country Report, and, alternatively, weaker growth in response to revisions 

to forecasts for the Euro-zone and the UK; 

 higher rates of net migration consistent with lower growth and employment prospects in 

Ireland, and, alternatively, lower rates of net migration consistent with poor employment 

prospects in the key destinations of Irish migrants (the UK, the US, Canada, Australia 

and New Zealand), or zero net migration reflecting an average of the high and low rate 

scenarios; 

 a more gradual decline in fertility rates consistent with Peter Lunn’s (ESRI research 

December 2001) observation that Ireland’s fertility patterns have gone through a 

transition to later births but no fewer births, and, alternatively, a more rapid decline in 

fertility to European norms. 

 

This section looks at sensitivities of our base case results to a range of scenarios. It 

includes background to the rationale for choosing each scenario and comments on 

results for the scenarios: 

 Longevity changes and in particular the risk of continuing unforeseen improvements 

 migration changes 

 fertility changes 

 combination of fertility and migration changes 

 a range of macroeconomic assumptions 
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8.2 Sensitivity: Life Expectancy Stress 

Increases in life expectancy have significant repercussions for the Fund finances in that 

there is a direct knock on impact on the age structure of the population and therefore the 

pensioner support ratio. When reading the following paragraphs it may be helpful to bear in 

mind the fact that there are wide ranging views on likely future improvements in mortality 

rates and consequently on projections for life expectancy. 

 Increased life expectancy: An  assumption which allows for stronger
18

  improvements in 

mortality rates post 2036 compared with our  base case giving rise to the following life 

expectancies: 

 2010 2020 2030 2040 2050 2060 

Male 18.4 21.2 22.9 24.3 26.2 27.9 

Female 21.0 22.9 24.3 25.5 26.9 28.1 

Table 8.1: Life expectancy at age 65; 2010 to 2060; CSO assumptions adjusted to allow for further 

improvements 

 Reduced life expectancy (as per assumptions adopted in the 2012 Ageing Report): 

Mortality improvements are projected to take place at a slower pace for Ireland 

compared with many other European counties as Ireland is currently one of the ‘fore-

runners’ in terms of life expectancy in 2010. Countries are projected to ‘converge’ in the 

long run meaning that those countries with higher than average life expectancies today 

are assumed to experience a slower pace of growth in the future.  

 2010 2020 2030 2040 2050 2060 

Male 16.8 18.0 19.1 20.1 21.2 22.2 

Female 20.0 21.2 22.4 23.5 24.5 25.5 

Table 8.2: Life expectancy at age 65 2010 to 2060; Ageing Report assumptions 

Increased life expectancy 

The increase in projected expenditure leading to the higher shortfalls in Table 8.3 is 

predominantly related to the increase in the projected population of over 65s under this 

scenario. 

There will be a subsequent increase in expenditure levels at the later durations of our 

projection period due to the fact that pensions are in payment for a longer period of time 

than under our base case. Projected outgo on pension related expenditure is projected to be 

€44.5bn by 2066 in this scenario which compares to expenditure of €42bn in the base 

scenario. 

There are also smaller increases projected in other benefit expenditure types including 

Illness Benefit and Invalidity Pension.  

There is only a small offsetting increase in respect of Fund income as the increased life 

expectancy has little impact on the population under 65 years, the contributors to the Fund. 

                                                      
18 Rather than allowing for flat mortality improvements of 1.5% p.a. for males and females at each age after 

2036, an assumption that mortality rates will continue to improve post 2036 in line with the average rates in the 

period 2005 – 2036 i.e. 3% p.a. for males and 2.4% p.a. for females. 
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Reduced life expectancy 

The corollary is true. The impact of the lower life expectancy assumption i.e. the 

assumptions adopted in the Ageing Report is to significantly reduce the projected shortfall 

in 2066 from €25.7bn to €20.5bn or from 5.7% of GNP to 4.6% of GNP. 

Year Shortfall (base) 
Life Expectancy- 

Higher 
Life Expectancy - 

Lower 

2010 2.7 2.7 2.7 

2020 3.2 3.2 2.8 

2030 5.6 5.6 4.3 

2040 11.6 11.6 9.2 

2050 19.5 20.1 16.1 

2060 23.9 25.6 19.3 

2066 25.7 28.3 20.5 

Table 8.3: Projected shortfall (€billions) in the Fund 2010-2066 under a range of life expectancy scenarios 

8.3 Sensitivity: Migration Stresses 

The impact of a migration stress was minimal on the overall Fund finances. This is 

explained by the fact that a 10% increase/decrease gets applied to a relatively small net 

migration numbers projected for the 2010-2020 period. Moreover any increase in population 

impacts both the contribution and benefit outgo.  We have looked at a number of migration 

scenarios given the large degree of uncertainty associated with future migration patterns and 

the analysis is included in Table 8.4: 

 High: 10% higher than our base case demographic assumption;  

 Moderate: 10% lower than our base case demographic assumption;  

 Low: We examined a scenario whereby net migration ranges from -25,500 at 2010  (as 

indicated by preliminary results from census 2011) to +10,000 from 2020 onwards; 

 Zero: Zero net migration in all future years. 

Year 
Shortfall 

(base) 
Migration 

+10% 
Migration 

-10% 
Zero Migration 

2010 2.7 2.7 2.7 2.7 

2020 3.2 3.2 3.3 3.3 

2030 5.6 5.5 5.6 6.0 

2040 11.6 11.5 11.7 12.6 

2050 19.5 19.3 19.7 21.4 

2060 23.9 23.7 24.2 26.8 

2066 25.7 25.5 26.0 28.8 

Table 8.4: Projected shortfall (€billions) in the Fund 2010-2066 under a range of migration scenarios 

Migration + /- 10%  

Both of these scenarios have a minimal effect on overall Fund shortfall. The percentage 

change in the shortfall relative to the base scenario is less than 2% for both stresses at all 

future durations. 
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A 10% increase in net migration decreases the Fund shortfall relative to the base scenario.  

This can be explained by the fact that the higher migration distribution is concentrated in the 

younger working-age population. Over the projection period this results in higher 

contributions to the Fund. In later years, those who immigrated in the early part of the 

projection period become eligible to receive a pension and therefore results in an increase in 

SPC expenditure (as well as other benefits to a lesser extent). However the increased 

contribution levels of the entire period outweighs the increased SPC expenditure towards the 

end of the projection period. 

A 10% reduction in net migration has the opposite effect to a 10% increase.  

The small impact of +/- 10% migration change at earlier durations is largely explained by 

the fact that our base case assumes migration ranges from -0.5% of the overall population in 

2010 to +0.5% in 2020. The overall impact of migration in this early and important period 

of our projection is therefore close to zero.  

Zero Migration Analysis 

The zero-migration scenario has a more marked impact on the results such that by 2066 the 

shortfall on the Fund is projected to be €28.8bn compared with €25.7bn under the base 

scenario. 

In the later years of the projection the increase in the shortfall becomes more pronounced 

due to the negative impact on contributions to the Fund caused by the reduction in the 

working population. 

Low Migration Analysis 

The following scenario was recommended to us by the CSO as a suitable ‘low migration 

stress’: A scenario where net migration increases to 10,000 by 2020 (from -25,500 

approximately
19

 in 2010), remaining level thereafter.  

The effect on fund shortfall lies between our -10% migration and zero migration stresses. 

8.4 Sensitivity: Fertility Stresses 

Increases in fertility improve the financial position of the Fund due to additional 

contributions relative to the same benefit outgo, as new contributors do not reach 

pensionable age in the period of the projections. We examined high and low fertility 

scenarios: 

 High: Total fertility rate (‘TFR’ of 2.1 (the ‘replacement ratio’)); 

 Low: A decline in the total fertility rate from 2.07 in 2010 to 1.85 by 2015 and to 1.65 

by 2020, remaining constant thereafter.  

 

 

 

                                                      
19 Taking account of the initial findings from the Census 2011 (analysis of which is still ongoing), the CSO 

suggested a low migration of -25,500 for 2010 
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Year Shortfall (base) Fertility - Higher Fertility - Low 

2010 2.7 2.7 2.7 

2020 3.2 3.2 3.2 

2030 5.6 5.6 5.5 

2040 11.6 11.6 11.8 

2050 19.5 19.4 20.3 

2060 23.9 23.7 25.4 

2066 25.7 25.3 28.0 

Table 8.5: Projected shortfall (€billions) in the Fund 2010-2066 under a range of fertility scenarios 

Lower Fertility Analysis 

We note that a reduction in fertility rates would increase the projected Fund shortfall in 

2066 from €25.7bn in the base scenario to €28bn.  

Reduced fertility rates have zero impact on SPC outgo so this large item of expenditure is 

unchanged compared to the base scenario. This is due to the fact that the reduced births in 

the low fertility scenario do not mature to pension age over the course of the projection 

period. The lower projected population does however, lead to lower projected expenditure in 

all other expenditure items. 

The change in the shortfall position is almost entirely attributable to reduced PRSI income 

as a consequence of the lower number of projected births.  PRSI income is assumed to 

increase in line with the rate of change in the employed population and thus a reduction in 

fertility rates reduces the size of the future employed population leading to reduced levels of 

contribution income. 

Higher Fertility Analysis 

An increase in fertility rates from the base scenario would result in an increase in Fund 

contribution income.  The positive impact of higher fertility can be explained in part by the 

fact that increased fertility in the earlier durations lead to higher contributions from the 

larger workforce at later durations. 

Given past trends in fertility as indicated in Table 8.6 below and comparisons with 

European past trends (average TFR below 2 since 1980 and declining steadily since then to 

1.6 currently) and future projections for Europe included in the Ageing Report (average 

TFR of 1.57 in 2010 increasing steadily to 1.68 at the end of the projection period), it was 

difficult to envisage an upward stress scenario where fertility was significantly greater than 

2.1 throughout the period. 

1960 1970 1980 1990 2000 2005 2009 

3.78 3.85 3.21 2.11 1.89 1.86 2.07 

Table 8.6 Past trends in Irish fertility; 2012 Ageing Report 

The stress therefore considered only a very small increase in the fertility rate which as 

expected led to a marginal improvement to the overall projected shortfall, €25.3bn by 2066 

compared to the €25.7 shortfall projected in the base scenario.  
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8.5 Sensitivity: Combined Fertility & Migration Stresses 

We examined a number of combined net migration and fertility scenarios as described in 

Sections 8.3 and 8.4, respectively: 

 High: High migration, high fertility scenarios; 

 Low: Low migration, low fertility scenarios. 

Year Shortfall (base) Fertility & Migration - Higher Fertility & Migration – Lower 

2010 2.7 2.7 2.7 

2020 3.2 3.2 3.2 

2030 5.6 5.5 5.6 

2040 11.6 11.4 11.9 

2050 19.5 19.2 20.5 

2060 23.9 23.4 25.7 

2066 25.7 25.1 28.2 

Table 8.7:  Projected shortfall (€billions) under a combination of Migration and Fertility scenarios  

The distribution of migration is characterised by higher levels of migration at working ages 

(particularly between the ages 25 - 34). 

Looking at the lower fertility and migration scenario, the absence of the positive impact of 

higher fertility discussed in Section 8.4 is removed, compounded by the absence of an influx 

of individuals of working age / potential PRSI contributors in the lower migration scenario, 

resulting in an increase in the projected shortfall (compared to the base scenario) in 2066 of 

circa €2.5bn. 

8.6 Sensitivity: Macroeconomic Stresses 

We examined the following macroeconomic sensitivities: 

 Low Real earnings growth: 1.0% p.a. long term 

 High Real earnings growth: 2.0% p.a. long term. 

The base scenario assumes a long term rate of real earnings growth of 1.5% p.a. 
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Year Shortfall (base) 
Long term Real earnings 

1% pa 
Long term Real earnings 

2% pa 

2010 2.7 2.7 2.7 

2020 3.2 3.0 3.2 

2030 5.6 4.6 6.1 

2040 11.6 9.2 13.5 

2050 19.5 14.7 24.0 

2060 23.9 16.4 31.7 

2066 25.7 16.4 35.8 

Table 8.8: Projected shortfall (€billions) in the Fund 2010-2066 under a range of real earnings growth 

scenarios 

Impact on the Fund of changing growth outlook 

Revisions to growth rates are meaningful for the Fund due to the assumed relationship 

between GNP growth rates and real earnings growth.  

We have assumed in our base case that most benefits will increase in line with real earnings 

growth. 

Table 8.8 above showing the impact on the absolute (in 2012 price terms)  amount of 

shortfall as real earnings growth changes gives a high level overview of the impacts of 

changes to growth rates on the Fund’s finances.  

In the long run the change in real earnings growth has a commensurate impact on GNP 

growth; therefore while changes to assumptions on long term real earnings growth impact 

the absolute amount of shortfall in each future year, the shortfall as a % of GNP remains 

broadly unchanged.  

Alternative growth outlooks 

Growth outlook: Higher than Base case 

IMF Growth rates for GDP long term are circa 3.3% p.a. (per the IMF Country Report 

March 2012) as compared with European growth rates of 2.3% p.a.  

Overall, the IMF is taking a more benign view of future growth prospects and this is also 

reflected in their assumptions about unemployment which are expected to reduce more 

quickly than under the European assumptions (e.g. to 11% by 2016 as compared with 14.4% 

under the Ageing Report assumptions). 

Growth outlook: Lower than Base case 

As discussed in Section 5.2 the ECB Survey of Professional Forecasters (SPF) 2012 Quarter 

2 have revised their GDP growth projections in May 2012 coinciding with continued 

uncertainty in the Eurozone. 

Projections on variant labour market assumptions 

We examined the impact on the shortfall of the following two scenarios: 

 Long term unemployment rate from 2049+ is 1% higher than the base scenario 

 Long term unemployment rate from 2049+ on is 1% lower than the base scenario. 
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In both of the above scenarios the unemployment rates between 2016 and 2049 were 

linearly interpolated. 

As expected the Fund is not overly sensitive to this assumption because the number of 

contributors is limited i.e. 6% unemployed means 94% work; 7% unemployed means 93% 

work; and most of the Jobseeker’s Benefit is payable for a limited period. The overall 

impact on the results was minimal which can be seen in Table 8.9 below. 

Year Shortfall (base) 
Long Term Unemployment  

+1% 
Long Term Unemployment  

-1% 

2010 2.7 2.7 2.7 

2020 3.2 3.3 3.3 

2030 5.6 6.4 6.2 

2040 11.6 12.3 11.9 

2050 19.5 19.8 19.2 

2060 23.9 24.3 23.5 

2066 25.7 26.2 25.3 

Table 8.9: Impact on shortfall (€billions) of +/- change in long term unemployment rates 

As expected the increase in unemployment rates such that the long term rates (2049 

onwards) are 1% higher than the base scenario has a negative impact on the overall Fund 

shortfall. The impact on Fund’s income is small in the early years of the projection but 

increases over time due to the fact that contribution income is expected to increase in line 

with the rate of change in the employed population. 

Fund expenditure is also impacted by higher expenditure on Jobseeker’s Benefit and also 

Redundancy and Insolvency Benefit. The cumulative effect of the increased unemployment 

rates is an 11% increase in expenditure on these two benefits in 2066 compared to the base 

scenario. 

A reduction in the long term unemployment rates has the exact opposite effect on the Fund 

shortfall. Fund contribution income increases relative to the base scenario and expenditure 

on Jobseeker’s Benefit and Redundancy & Insolvency is reduced leading to an overall 

reduction in the shortfall relative to the base scenario. 

Table 8.10 summarises the impact of the stressed unemployment scenarios on the projected 

expenditure on Jobseeker’s Benefit. 
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Year Base 
Long term unemployment  

+1% 
Long term unemployment  

-1% 

2010 1.3 1.3 1.3 

2020 0.6 0.6 0.6 

2030 0.4 0.7 0.7 

2040 0.6 0.8 0.7 

2050 0.6 0.7 0.5 

2060 0.8 0.9 0.6 

2066 0.9 1.0 0.7 

Table 8.10: Expenditure (€billions) on Jobseekers benefit in stressed unemployment scenarios 

 

Key Conclusions from this Section 

The future population profile of Ireland could have a significant impact on the projected 

Fund shortfalls. This is summarised in the table below (assuming base macroeconomic 

assumptions). 

Population Projection Effect on Shortfall  Shortfall 2066 

Base case Population Projection (for comparison) 
 

25.7 

High Life expectancy Higher 28.3 

Low Life expectancy Lower 20.5 

High Migration Slightly lower 25.5 

Low Migration Slightly higher 26.0 

Zero Migration Higher 28.8 

High Fertility Slightly lower 25.3 

Low Fertility Higher 28.0 

Combined High Migration, High Fertility Lower 25.1 

Combined Low Migration, Low Fertility Higher 28.2 

Table 8.11: Projected shortfalls (€billions) in 2066 expressed in 2012 ‘real’ price terms under a number of 

variant population projection scenarios  

Revisions to growth outlook impact on the Fund in absolute terms due to the assumed 

relationship between growth rates and real earnings growth whereas the impact when 

expressed as a % of GNP is muted due to the assumed 1:1 relationship between real growth 

and productivity and hence GNP. 
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9 Value for money projections 
 

9.1 Introduction 

For each scenario / individual tested we calculated a ‘value for money index’.  

                      
                                   

                                                          
 

Where this ratio is greater than 1 this indicates good value for money for the recipient in 

absolute terms as the projected benefits from the Fund are greater than the projected value 

of contributions paid into the Fund. 

9.2 Approach taken 

Each of the scenarios examined reflects the contribution rules and weekly rates which will 

apply from September 2012 and look at SPC in isolation, given that this could be regarded 

as the primary benefit paid by the Fund. Therefore this is the minimum value for money 

provided by the Fund as a range of other benefits can be accessed in addition and we have 

not included a valuation for non-pension benefits.  

The NPPI report sets out some of the reasons why State pensions might be regarded in a 

different light to some of the other benefits payable from the Fund (and provides further 

rationale for focussing a value for money assessment on the pension benefits). The bulleted 

points below reflect comments made in that report: 

 pension amounts are reasonably predictable and inevitable being the result of ageing and 

mortality; 

 represent clear entitlements, in respect of which contributions have been made and 

which everyone can expect if they meet the conditions; 

 even though other benefits are also an entitlement, they apply only in certain 

circumstances which may or may not arise and which are not intended to endure for 

long periods, as is the case with pensions. 

This section looks at the value for money provided by the Fund on a range of individual 

scenarios: 

 Value for money of the pension provided by the Fund to those paying class A 

contributions for late and early entrants into the PRSI system 

 Value for money of the pension provided by the Fund to self employed 

 Impact of the National Pension Framework changes on value for money provided by 

contributory pension to class A PRSI members 

 The annualised contribution rates which, if paid into a hypothetical pension pot and 

invested to retirement, would be sufficient to replicate a pension broadly equating to 

the SPC payments 
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In most cases we calculated the value for money indices on varying earnings levels (from 

minimum wage up to 3 times the NAE) as well as on a range of PRSI contribution histories 

giving rise to varying average weekly contribution calculations and therefore varying 

pension entitlements at retirement. To calculate the present value of projected benefits an 

annuity-factor reflecting the expected length of time the pension would be payable, was 

applied to the expected pension amount at retirement. Reflecting the increasing numbers 

qualifying for pensions in their own right as labour force participation rates of women 

continue to improve, the annuity factors chosen in calculating value for money assume no 

qualifying dependant allowances in addition.  

We calculated the value for money indices for males and females separately but present 

average rates with the exception of Table 9.2 where we separately examine value for money 

by gender.  The value for money index for females is higher than for males (all else being 

equal) due to longer female life expectancy i.e. it is expected that females continue to 

receive pension payments for a longer period than a male of equivalent age. For example in 

2010, 65 year old females are expected to live 3.4 years longer than men (see Section 6.2). 

While the value for money index will capture the monetary value of the SPC to individuals 

there are a number of non-monetised qualities which will not be captured in our measure, 

some of which are listed below: 

 Pension payments are indexed in line with earnings; 

 Payments are backed by the State; 

 Increases are available for those with adult and/or child dependants. 

9.3 Assumptions 

The calculation of the present value of contributions and benefits were based on the 

following assumptions: 

 value for money indices were calculated on a single life basis, i.e. we only look at the 

benefits and contributions of a single individual and do not calculate spouses benefits; 

 value for money indices were calculated for an individual joining the work force aged 

25 with a varying combination of histories thereafter; 

 all benefits were assumed to increase with earnings growth, at  a fixed growth rate of 

3.5% p.a. (2% price inflation and 1.5% ‘real earnings’ growth (pre and post retirement)); 

 present values of the various contributions and benefits were calculated assuming a 

discount rate of 4% p.a. in the period up to retirement; 

 NAE is €35,856 (as per CSO statistics for Q4 2011); 

 the annuities in this section are calculated as set out in the Society of Actuaries Actuarial 

Standard of Practice PEN-12 (effective 1 March 2012): Statements of Reasonable 

Projection – Occupational Pension Schemes and Trust RACs and reflect annuities 

payable to a single life (i.e. do not presume any level of qualifying dependant 

allowances in addition). 
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9.4 Value for money Calculations  

9.4.1 State Pension (Contributory) for Class A contributors entering the PRSI 

system aged 25 

We looked at the value for money index based on combined Employer and Employee PRSI 

contributions for males and females in Class A entering the PRSI system at age 25 (Table 

9.1 below). 

We have assumed in our initial analysis that all contributions have been paid, i.e. that none 

of the contributions have been ‘credited’
20

. We have separately considered the impact of a 

PRSI history comprising a combination of ‘paid’ and ‘credited’ contributions in Section 

9.4.2. 

Weekly Pension  Minimum Wage NAE NAE X2 NAE X3 

€230.30                          4.2                           1.2                           0.6                           0.4  

€225.80                          4.5                           1.3                           0.6                           0.4  

€207                          5.2                           1.5                           0.7                           0.5  

€196                          6.9                           2.0                           1.0                           0.6  

€150                          7.8                           2.2                           1.1                           0.7  

€92                          6.8                           1.9                           0.9                           0.6  

Table 9.1: Value for money on a range of earnings levels, entering the PRSI system aged 25 

Weekly Pension Minimum Wage NAE NAE X2 NAE X3 

  M F M F M F M F 

€230.30 4.2 4.5 1.2 1.3 0.6 0.6 0.4 0.4 

€225.80 4.5 4.8 1.3 1.3 0.6 0.7 0.4 0.4 

€207 5.2 5.6 1.4 1.5 0.7 0.8 0.5 0.5 

€196 6.9 7.4 1.9 2.1 0.9 1.0 0.6 0.7 

€150 7.7 8.3 2.1 2.3 1.0 1.1 0.7 0.7 

€92 6.7 7.2 1.9 2.0 0.9 1.0 0.6 0.6 

Table 9.2: Value for money by gender on a range of earnings levels, entering the PRSI system aged 25 

We note the following in relation to Tables 9.1 and 9.2: 

 The calculations demonstrate that notwithstanding the changes in the contribution rules 

and associated rates of payment which will be introduced in September 2012, those with 

lower earnings and those with shorter contribution histories will continue to obtain the 

best value for money from the Fund. This is because the negative impact of these 

changes continues to be outweighed by the lower contributions paid into the Fund in 

respect of these workers. 

                                                      
20 Credited contributions (‘credits’) form an integral part of the social insurance system.  They are underwritten 

by the Social Insurance Fund and are designed to protect the social insurance entitlement record of insured 

workers who – for reasons relating to incapacity, ill-health, unemployment, early retirement, professional 

training or the provisions of care (i.e. for children, the disabled or the elderly) – are not in a position to make 

PRSI payments.   
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 Value for money reduces as earnings increase. This is as expected, since contributions 

from higher earners are partially subsidising the pension payments of lower earners, 

indicating that the system is strongly redistributive. 

 The Fund provides better value to female rather than to male contributors. 

 In the case of those on the minimum wage, an employee contribution is not payable 

while the employer contribution is typically 7.8%
21

 (8.5% less 0.7% to the National 

Training Fund). Accordingly, pension recipients in this category receive good value for 

money from the Fund. 

 For the purposes of Tables 9.1 and 9.2, we have calculated the present value of 

contributions based on the above PRSI rates and have not reflected the lower employer 

rate (3.9%) that is currently payable due to the measure introduced in the Jobs Initiative 

in May 2011 as this rate is due to revert to 7.8% in 2014.  

Table 9.3 shows the average weekly pension that the same accumulated contributions into 

the Fund would purchase in a hypothetical defined contribution pension scheme. In other 

words, it is the pension an individual might expect to receive if they invested their 

cumulative contributions in a defined contribution pension scheme and at retirement 

purchased a pension with the accumulated value of the invested contributions.  

 

Weekly Pension  Minimum Wage NAE NAE X2 NAE X3 

€230.30 €55 €190 €391 €592 

€225.80 €50 €174 €358 €542 

€207 €40 €139 €285 €431 

€196 €28 €99 €204 €308 

€150 €19 €67 €138 €210 

€92 €14 €48 €98 €148 

Table 9.3: Average pension level that could be purchased if Class A accumulated contributions were 

invested and used to purchase a private pension 

The above table is consistent with Tables 9.1 and 9.2 and highlights that the level of SPC 

provided to those on lower incomes and in particular for those in receipt of lower weekly 

pension amounts is greater than the pension their accumulated contributions into the Fund 

would purchase in a hypothetical defined contribution pension scheme. 

For example, if we consider an individual with NAE and in receipt of a 98% SPC, the 

weekly personal pension payment received is €225.80. Accumulating the same PRSI 

(employee and employer) contributions over the projection period, we have estimated the 

pension they could secure from their defined contribution pension scheme would be €174 

per week. This is approximately 77% of the pension they receive from the Fund. The annual 

                                                      
21 Although the current employer rate of PRSI on behalf of low income workers is 4.25% (of which 0.35% is 

payable to the National Training Fund), in 2014 the 8.5% employer rate will recommence (of which 0.7% is 

payable to the National Training Fund).   
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contribution requirement to cover a 98% pension for a male would be 15% (employee and 

employer) in this instance. 

9.4.2 Impact of credited contributions on value for money 

Table 9.4 below shows the value for money index of the Fund, where 10 years
22

 of 

contributions to the Fund are ‘credited’ rather than ’paid’.  

Weekly Pension  Minimum Wage NAE NAE X2 NAE X3 

€230.30 5.6 1.6 0.8 0.5 

€225.80 6.0 1.7 0.8 0.6 

€207 7.0 2.0 1.0 0.6 

€196 9.2 2.6 1.3 0.8 

€150 10.4 3.0 1.4 1.0 

€92 9.0 2.6 1.3 0.8 

Table 9.4: Value for money on a range of earnings levels, entering the PRSI system aged 25, where 10 

years of contributions are credited. 

This table directly compares to Table 9.1and shows the incremental value for money for an 

individual credited with 10 years contributions as distinct from an individual with 100% 

paid contributions (i.e. no credits). 

As expected, the value for money increases in this case as the level of benefits is the same, 

however there are 10 years less ‘paid’ contributions into the Fund. For example, if we 

consider an individual on NAE and entitled to full rate pension, their value for money index 

is 1.2 when all contributions are 100% ‘paid’, but increases to 1.6 when we adjust to allow 

for 10 years ‘credited’ contributions. 

9.4.3 Value for money when entering the PRSI system aged 35 

Table 9.5 below shows the value for money on later entry to the PRSI system. 

Weekly Pension  Minimum Wage NAE NAE X2 NAE X3 

€230.30 5.7 1.6 0.8 0.5 

€225.80 6.1 1.8 0.9 0.6 

€207 7.1 2.0 1.0 0.7 

€196 9.4 2.7 1.3 0.9 

€150 10.5 3.0 1.5 1.0 

€92 9.2 2.6 1.3 0.8 

Table 9.5: Value for money on a range of earnings levels, entering the PRSI system aged 35 

If we compare Table 9.5 to Table 9.1 we can see that, as expected, the value for money for 

all pension rates and earnings levels increase the later the individual enters the PRSI system. 

Eligibility rules are met on the basis of the average number of weekly contributions paid 

                                                      
22 We have assumed that credited contributions start at age 35 and end at age 45. 
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before retirement; however the total value of contributions paid into the fund is over a 

shorter period of time and therefore the Fund provides greater value for money. 

For example, an individual who enters the PRSI system aged 25 on NAE X 2 with 

entitlement of €225.80 weekly pension, has a value for money index of 0.6. (Disregarding 

other non pension benefits from the analysis, the individual does not receive good value for 

money from the Fund). On the other hand, for the same individual who enters the PRSI 

system aged 35, the value for money index increases to 0.9. 

9.4.4 Value for money for self employed from the State Pension (Contributory)  

Currently the self employed (Class S) PRSI contributors enjoy the same SPC entitlements as 

those paying Class A contributions.  However, as self employed contributors pay insurance 

at 4% compared to a combined Class A employer/employee contribution of 14.05%, they 

are not entitled to receive certain short term benefits
23

, for example, Jobseeker’s Benefit, 

Invalidity Pension and Illness Benefit. 

Table 9.6 below shows the value for money a Class S contributor receives from their SPC 

on entering the system aged 25. This is shown on a range of different earning and pension 

rate levels and in all cases is well in excess of 1 indicating good value for money is 

achieved.  

Weekly Pension  Minimum Wage NAE NAE X2 NAE X3 

€230.30 8.2 4.0 2.0 1.3 

€225.80 8.8 4.3 2.2 1.4 

€207 10.2 5.0 2.5 1.7 

€196 13.5 6.6 3.3 2.2 

€150 15.2 7.4 3.7 2.5 

€92 13.2 6.4 3.2 2.1 

Table 9.6: Value for money for self employed on a range of earnings levels, entering the PRSI system aged 

25 

Table 9.7 shows the average weekly pension that the same accumulated contributions into 

the Fund would purchase in a hypothetical defined contribution pension scheme. In other 

words, it is the pension an individual might expect to receive if they invested their 

cumulative contributions in a defined contribution pension scheme and at retirement 

purchased a pension with the accumulated value of the invested contributions.  

                                                      
23 The self employed are entitled to receive maternity benefit. 
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Weekly Pension  Minimum Wage NAE NAE X2 NAE X3 

€230.30 €28 €57 €114 €171 

€225.80 €26 €52 €105 €157 

€207 €20 €42 €83 €125 

€196 €15 €30 €60 €89 

€150 €10 €20 €40 €61 

€92 €7 €14 €29 €43 

Table 9.7: Average pension level that could be purchased by self-employed if accumulated contributions 

were invested and used to purchase a private pension 

The above tables highlight the fact that the SPC provides good value for money to the self 

employed. This value for money is greatest for those on the lowest income.   

For example, if we consider a self employed individual with NAE and in receipt of a 100% 

pension, the weekly personal pension payment received is €230.30. Accumulating the same 

contributions (4% of earnings) over the projection period, we have estimated the pension 

they could secure from their hypothetical defined contribution pension scheme would be 

approximately €57 per week. This is approximately 25% of the pension they receive from 

the Fund. The estimated contribution required to cover the full pension would be 16% in this 

instance. 

Self-employed contributions are charged at the rate of 4% of reckonable income over €5,000 

or €253, whichever is the greater. Self-employed contributors who pay the minimum 

contribution of €253 and build up a sufficient contribution history to qualify for the SPC are 

getting exceptional value for money. To put this into context individuals paying at the 

minimum €253 per year over a full working life will receive a pension of €230.30 per week 

during retirement.  

The €253 (£200) minimum contribution has been in existence since 1988. An uprating of 

this amount with CPI (for each year 1989 to 2011 inclusive), for example, would increase 

the figure to €457 in 2012.   

9.4.5 Contribution Rates needed to replicate State Pension (Contributory) 

We have calculated the annualised contribution rates that would need to be paid to replicate 

the SPC on a range of earnings and pension rates for individuals entering the PRSI system 

aged 25. This is shown in Table 9.8 below and results are compared to the ‘effective’ annual 

rate of PRSI payable by Class A and Class S contributors. 

The effective PRSI Rate for Class A earning more than €356 per week: {10.05% x Reckonable 

weekly Pay + 4% x (Reckonable weekly pay – €127 exemption)} /  Reckonable weekly pay.  

The effective annualised rate allows for the average number of weeks that PRSI is paid over the 

course of the year. Class A contributor entitled to a full rate pension and paid 48 weekly 

contributions the effective rate is 13.3%, i.e.  (10.05% x €689.54 + 4% x (€689.54 - €127))/ (€689.54)   

The annualised effective rate is 12.3% i.e. 13.3% x 48/52 i.e. in the weeks that PRSI is paid the 

13.3% of the salary in that month is paid in PRSI. However 12.3% of the annual salary is paid in 

PRSI contributions(i.e. this allows for the fact that PRSI is not paid  for 52 weeks of the year) 
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In each case below and for consistency of approach we assumed that PRSI was paid on 

average over the minimum number of weeks required to qualify for a particular rate band 

(e.g. to qualify for full State pension it was assumed that PRSI was payable over 48 weeks 

(rather than 52 weeks) etc. 

Weekly 
Pension  

Minimum Wage NAE NAE X2 NAE X3 

Hypothetical 
Required 

Rate 

Effective 
Annual Rate Hypothetical 

Required 
Rate 

Effective 
Annual Rate Hypothetical 

Required 
Rate 

Effective 
Annual Rate Hypothetical 

Required 
Rate 

Effective 
Annual Rate 

Class 
A 

Class 
S 

Class 
A 

Class 
S 

Class 
A 

Class 
S 

Class 
A 

Class 
S 

€230.30 30.5% 7.2% 3.7% 14.9% 12.3% 3.7% 7.5% 12.6% 3.7% 5.0% 12.7% 3.7% 

€225.80 29.9% 6.6% 3.4% 14.6% 11.3% 3.4% 7.3% 11.6% 3.4% 4.9% 11.7% 3.4% 

€207 27.4% 5.3% 2.7% 13.4% 9.0% 2.7% 6.7% 9.2% 2.7% 4.5% 9.3% 2.7% 

€196 25.9% 3.8% 1.9% 12.7% 6.4% 1.9% 6.3% 6.6% 1.9% 4.2% 6.6% 1.9% 

€150 19.8% 2.6% 1.3% 9.7% 4.4% 1.3% 4.9% 4.5% 1.3% 3.2% 4.5% 1.3% 

€92 12.2% 1.8% 0.9% 6.0% 3.1% 0.9% 3.0% 3.2% 0.9% 2.0% 3.2% 0.9% 

Table 9.8: Contribution rate as % salary required to replicate the SPC payments 

The ‘required’ contribution in the table is the % of salary that would need to be paid 

annually on an individual’s full reckonable income to replicate the State pension at the rates 

shown in the above table and compares directly with the ‘effective PRSI rate’. Where the 

required PRSI rate is greater than the effective annual rate this indicates good value for 

money. 

 For those on minimum wage and NAE the level of required contributions far outweighs 

the effective Class A and Class S contributions. For example, for an individual on NAE 

with 100% pension entitlement, the required rate which hypothetically would be needed 

to be invested in order to replicate the SPC is 15%. This compares favourably 

(indicating good value for money) to the current effective PRSI rates of 12.3% 

(combined employer and employee), and 3.7% paid under Class A and Class S 

respectively. 

 At higher earnings levels (NAE x2 and NAE x3), the opposite is true. Effective annual 

Class A PRSI contributions rates (employer and employee) are approximately on par or 

in excess of the hypothetically required PRSI contribution rates.  

 This outcome (that those with earnings in excess of NAE X 2 do not get value for 

money when purely considering pension benefits) is consistent with the results from 

Table 9.1, and these individuals effectively subsidise those at lower income levels.  For 

example, under our assumptions, an annual contribution rate of 4.5% of earnings would 

be sufficient to be paid by an individual on NAE x3 in order to replicate a pension of 

€207 per week. However this Class A contributor and his/ her employer would have 

been required to pay between them an effective annual rate of PRSI of 9.3%. 

 The Class S contributor on the same earnings level pays an effective rate of 2.7% and 

continues to receive good value for money from the Fund. 
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9.5 Impact of National Pension Framework on Pension Value for 

money 

We have investigated the National Pension Framework changes for 2020 and examined how 

they are likely to impact on value for money on pensions. We have considered two sample 

PRSI members, both reaching pensionable age in 2020: 

  
Member A  

(late entrant) 
Member B 

(early entrant) 

Entry into PRSI system 1979 1962 

Total full rate contributions 805 1617 

Total Credits 1067 292 

Total (allowing for cap on credits) 1325 1909 

Average weekly contribution 45 32 

Budget 2012 Pension 98.00% 90.00% 

National Pension Framework 
Pension 83.33% 100.00% 

Table 9.9: Sample pensioners post 2020 

The above example illustrates that those with strong PRSI records will fare better under the 

changes to be implemented in 2020 when total contributions are taken into account and 

anomalies associated with the current system are addressed e.g. where an individual with 

higher total contributions can have a lower ‘average’ record and hence a lower pension 

entitlement than a peer who entered the system at a later date. 

Table 9.10 below shows the change in value for money for each of these sample members. 

  
Current rates 

‘averaging 
approach’ 

National Pensions 
Framework  

‘total contributions’ 
approach 

Member A 1.66 1.41 

Member B 1.65 1.68 

Table 9.10: Value for money varies for each sample member between current rules and post 2020 rules 

More generally having reviewed more closely our samples for the PRSI database (see 

Section 11 for discussion on the impact of 2020 on pension rates), we note there are two key 

consequences of the National Pension Framework changes: 

 There will be an increase in the number of individuals in receipt of the 100% pension. 

This reflects those members who are negatively impacted by the averaging approach and 

therefore benefit from the more comprehensive total contributions approach. 

 There will be a decrease in the number of members in receipt of pensions in the range of 

85%-99%.  For a small minority of individuals the cap on credits (10 year limit) will 

push them into a lower pension rate band. Also, for some members of the system (e.g. 

late entrants) the averaging approach has proved more beneficial than the total 

contributions approach but gives rise to significant anomalies because of the failure to 

take into account the total PRSI history. 
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Key Conclusions from this Section 

The findings of this Review are consistent with the previous Review notwithstanding the 

changes in the contribution rules and associates rates of payment which will be introduced 

in September 2012: 

 Those on lower incomes fare considerably better than those on higher incomes. 

 Those with dependants achieve better value for money (when assessing value for money 

on an individual rather than on a per household basis). 

 Those with short contribution histories have the potential to fare better than those with 

full contribution histories. 

 The Fund provides better value to female than to male contributors. 

 The self-employed achieve very good value for money compared with the employed – 

when the comparison includes both employer and employee contributions in respect of 

the employed person. 

 For those at the higher end of the income distribution, the Fund is redistributive and 

these individuals generally get back less than they pay in. 

  Higher value for money is achieved where benefits in addition to the SPC are accessed. 
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10 Projections reflecting various policy options 

10.1 State Pension level relative to National Average Earnings 

The weekly SPC of €230.30 currently represents circa 33% of the average weekly earnings 

of €689.54 (based on CSO, Earnings, Hours and Employment Costs Survey, Quarter 4 

2011). 

The EU/IMF programme of support for Ireland provides that the nominal value of social 

welfare pensions will not be increased for the duration of the programme i.e. until the end of 

2013. 

We have assumed in the base case scenario that the State pension will be maintained at 33% 

of average weekly earnings conscious however that the long run target for the State pension 

set out in the National Pensions Framework was 35% of average weekly earnings. 

10.2 Indexation Options examined 

In our base case we assumed that benefits would increase in line with projected future real 

earnings growth. Alternative indexation scenarios examined were as follows: 

 Indexation of benefits in line with projected CPI; 

 An increase in the SPC to 35% of projected NAE by 2024 (i.e. over a 10 year phase-in 

after 2014); indexation beyond this date in line with earnings inflation; 

 An increase in the SPC to 40% of projected NAE by 2024 (i.e. over a 10 year phase-in 

after 2014); indexation beyond this date in line with earnings inflation. 

In examining the indexation options above we made assumptions about future levels of CPI 

(2% p.a. in the long run) and earnings growth (1.5% p.a. above CPI in the long run) as set 

out in Section 5. 

Table 10.1 and Figure 10.1 illustrate the differing impacts a variety of policy indexation 

measures would have on the level of projected shortfalls under our base case assumptions.  

  

This section looks at the impact of the following policy options on our base case results: 

 Variety of indexation options ranging from indexing benefits to keep pace with real 

earnings growth, to indexation in line with CPI and up-rating the State pension such 

that it reaches 40% of NAE by 2024 

 Impact of the use of credits on the level of pension expenditure 

 Impact of changes to the Household Benefits package 

 Cost to the Fund of introducing Jobseeker’s Benefit and Invalidity Pension to self 

employed 
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Shortfall as a % of GNP 

Year Base Case 
CPI 

Indexation 
35% NAE  
by 2024 

40% NAE  
by 2024 

2010 2.2% 2.2% 2.2% 2.2% 

2011 1.1% 1.1% 1.1% 1.1% 

2012 1.4% 1.4% 1.4% 1.4% 

2013 1.5% 1.5% 1.6% 1.6% 

2014 1.5% 1.5% 1.6% 1.5% 

2015 1.5% 1.5% 1.6% 1.6% 

2016 1.6% 1.5% 1.7% 1.8% 

2017 1.7% 1.5% 1.8% 2.0% 

2018 1.8% 1.6% 2.0% 2.2% 

2019 2.0% 1.6% 2.1% 2.5% 

2020 2.1% 1.6% 2.2% 2.7% 

          

2030 2.6% 1.3% 2.9% 3.7% 

2040 4.4% 1.8% 4.7% 5.8% 

2050 6.2% 2.2% 6.6% 7.9% 

2060 6.1% 1.3% 6.5% 7.8% 

          

2066 5.7% 0.7% 6.5% 7.4% 

Table 10.1: Projected shortfall (as a % of GNP) for the various policy indexation measures 

Indexing SPC in line with 35% of National Average Earnings makes little difference to the 

progression of the shortfalls in the short to medium term as SPC under the bas case is 

projected to grow in line with 33% of National Average Earnings in any event. 

Re-rating benefits in line with CPI actually reduces the shortfall drastically particularly if 

indexation is in line with CPI over a prolonged period of time. 

 

Figure 10.1: Projected shortfall under various policy indexation options 
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However, as can be seen from Table 10.2, a long term year on year increase in the State 

pension in line with CPI involves a significant erosion
24

 of the SPC when expressed as a 

percentage of national average earnings. If the SPC is indexed in line with CPI year on year 

rather than in line with earnings growth, then by 2040, for example, the SPC is projected to 

have fallen to 23% of national average earnings and to 16% by 2066. 

State Pension (as a % of NAE) 2012 2030 2040 2050 2060 2066 

CPI 33% 27% 23% 20% 17% 16% 

Base Case 33% 33% 33% 33% 33% 33% 

40% NAE by 2024, real earnings 
thereafter 

33% 40% 40% 40% 40% 40% 

Table 10.2: Progression of SPC (100% amount) as a % of NAE under a number of indexation options 

The above variety of indexation options were examined for illustrative purposes only, with a 

view to illustrating the impact that the up-rating of benefits at various levels has on the Fund 

over a prolonged period.  

It is important to note that the constituents of the CPI index as a measure of price inflation 

may not always be appropriate when considering price inflation experienced by pensioners - 

pensioners typically do not experience inflation associated with changes in mortgage 

interest, for example. 

10.2.1 Indexation of payments on the basis of exposure to the risk of poverty 

We were requested to consider the effect of the results of the 2010 Survey on Income and 

Living Conditions (SILC) to illustrate the impact of indexation of payments on the basis of 

the exposure to the risk of poverty (as reflected in the results of the 2010 SILC survey) and 

matched to earnings thereafter. 

The first observation from the results of the SILC Survey is that the then and current full 

rate of the SPC of €11,976 p.a. is above the ‘at risk of poverty threshold’ of €10,831 p.a. at 

31 December 2010. 

The ‘at risk of poverty threshold’ (60% of median income) as measured by SILC is a 

relative poverty measure. 

There are limitations associated with this measure as it takes no account of overall living 

standards. The problems inherent in using the ‘at risk of poverty’ indicator for international 

comparisons were restated in an article in the UN Development Programme journal 

‘Development and Transition’. 

This review only considers the State pension relative to the ‘at risk of poverty threshold’ and 

takes no account of other sources of income such as: 

 other social insurance benefits e.g. household benefits, living alone allowances, other 

means-tested benefits; 

 pensions from the private sector in addition to the State pension. 

                                                      
24  The erosion is assumed to occur because in the long term increases in average earnings are projected to 

exceed CPI. Price inflation is assumed to average 2.0% p.a. year on year from 2016 onwards whereas earnings 

growth is assumed to range from 3.8% to 3.5% (the additional 1.5% p.a. -1.8% p.a. in excess of CPI increases is 

an allowance for productivity increases) 
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Therefore a detailed assessment of the ‘risk of poverty’ would need to consider all sources 

of income rather than just the SPC. Such a detailed assessment was out of scope of this 

Review. 

10.2.2 Distinction between increases to State pensions and other benefits 

As referred to earlier in this report, the NPPI report indicated that: 

‘It needs to be made clear that there is a definite distinction between the old age, 

widow(er)’s pensions and long-term illness payments on the one hand and other benefits, 

such as unemployment or sickness payments on the other. The Board considers that in 

addition to the underlying rationale for the target rate, there are three important reasons 

why it would be inappropriate to link increases in retirement and related pensions directly 

with other Social Welfare payments.’ 

In light of the foregoing we have allowed for a projection of all pension related expenditure 

in line with real earnings growth (as per our base case) and for all other expenditure in line 

with CPI. The projected Fund shortfall at 10 yearly intervals in both the base scenario and 

this alternative indexation scenario is shown below. 

Year 
Base case  
(€ billions) 

Base 
case  

(% GNP) 

CPI link on non 
pension benefits 

(€ billions) 

CPI link on non 
pension benefits 

(% GNP) 

2010 2.7 2.2% 2.7 2.2% 

2011 1.5 1.1% 1.5 1.1% 

2012 1.8 1.4% 1.8 1.4% 

2013 2.0 1.5% 2.0 1.5% 

2014 2.0 1.5% 2.0 1.5% 

2015 2.0 1.5% 2.0 1.5% 

2016 2.2 1.6% 2.2 1.5% 

2017 2.4 1.7% 2.3 1.6% 

2018 2.7 1.8% 2.6 1.8% 

2019 3.0 2.0% 2.8 1.9% 

2020 3.2 2.1% 3.0 1.9% 

          

2030 5.6 2.6% 5.0 2.4% 

2040 11.6 4.4% 10.6 4.0% 

2050 19.5 6.2% 17.9 5.7% 

2060 23.9 6.1% 21.6 5.5% 

          

2066 25.7 5.7% 22.9 5.1% 

Table 10.3: Impact on Fund shortfall: Pension-related expenditure indexed with earnings growth and non 

– pensions-expenditure indexed with CPI 

The Fund income remains indexed to real earnings growth. This is also true for expenditure 

on pensions. As a result, these two items are unchanged from the base scenario. The 

reduction over time in the Fund shortfall is therefore being driven by reductions in the 

remaining items of expenditure all of which are now assumed to grow in line with CPI. 
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10.3 Impact of Credits 

We were asked to determine the levels of expenditure and, specifically, the direct cost to the 

Fund associated with the award of credited social insurance contributions.  

Credits impact on the Fund in two main ways: 

 reduced PRSI receipts as individuals are not required to contribute in certain 

circumstances (e.g. due to unemployment, early retirement, professional training or the 

provisions of care (i.e. for children, the disabled or the elderly) and instead receive 

‘credited’ contributions; 

 

 additional benefits than would otherwise be the case where only ‘paid’ contributions 

were taken into account. Each credited contribution counts towards total pension, for 

example, in the same way as a ‘paid’ contribution (once the minimum qualifying 

conditions are met). 

We examined a sample from the PRSI database and assessed that the impact of credits on 

average levels of SPC in 2020, for example, is to reduce average pension levels by 

approximately 1% from a weighted average pension of 71% (as shown in Table 5.3) to 70%. 

The impact of credits on the primary benefit of the Fund (the SPC) is not as marked as 

might be expected given that a minimum of 10 years or 520 ‘paid’ contributions are 

required at a minimum to qualify from 2012 at any rate, implying that most of those 

qualifying in the first instance have reasonably significant ‘paid’ contribution histories.  

An estimate
25

 of the impact of credits on SPC expenditure is set out in Table 10.4 which 

shows the expenditure on the SPC under the base case and in the hypothetical scenario 

where credits are disallowed both for new recipients of the SPC and also for existing 

recipients. The difference between the two is the ‘cost of credits’. 

 

                                                      
25 Having observed the reduction in weighted average pension as a result of disregarding credits for a sample of 

members, we applied a blended 4% reduction rates to our projected expenditure to estimate the cost of credits for 

SPC. 
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Year 
Expenditure  
(€ millions) 

Credits disregarded  
(€ millions) 

Cost of credits  
(€ millions) 

Cost 
as % of Expenditure 

2013 4,197 4,159 38 0.9% 

2014 4,481 4,412 69 1.5% 

2015 4,783 4,677 107 2.2% 

2016 5,172 5,031 141 2.7% 

2017 5,584 5,402 183 3.3% 

2018 6,012 5,790 223 3.7% 

2019 6,486 6,218 268 4.1% 

2020 6,927 6,627 300 4.3% 

2030 11,009 10,441 568 5.2% 

2040 17,956 17,017 938 5.2% 

2050 26,746 25,431 1,315 4.9% 

2060 33,233 31,633 1,600 4.8% 

Table 10.4: Expenditure on SPC base case with and without allowance for credits 

The impact of credits for an individual can be seen in the value for money section and the 

extra value for money achieved when contributions are ‘credited’ rather than ‘paid’ – Table 

9.3 compared with Table 9.1 illustrates the point. 

10.4 Impact of Changes to Household Benefits Package and Fuel 

Allowance 

10.4.1 Projected Expenditure on the Household Benefits Package and Fuel Allowance 

A description of entitlement to the Household Benefits Package and Fuel Allowance was set 

out in Section 5.4. 

The progression of expenditure associated with the Fuel Allowance and the Household 

Benefits Package up to 2066 under two different assumed levels of cost increases, is set out 

in Table 10.5: 

 the first column indicates the expenditure progression where the cost of the benefit 

increases in line with CPI (as per the base case assumption); 

 the second column indicates the expenditure progression where the cost of the benefit 

increases in line with real earnings growth. 

The main driver of the projected increase in costs associated with this expenditure item is 

the dramatic increase in the over 66 year old population (both in absolute terms and relative 

to the population as a whole) as discussed in Section 6. 
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Year CPI  Real earnings 

2010 289 289 

2011 301 301 

2012 313 313 

2013 326 326 

2014 340 340 

2015 354 354 

2016 368 368 

2017 382 389 

2018 396 410 

2019 411 434 

2020 426 457 

2030 591 742 

2040 771 1,124 

2050 946 1,601 

2060 984 1,932 

2066 1,009 2,167 

Table 10.5: Household Benefits and Fuel Allowance Expenditure (€ millions), 2012, ‘real price’ terms at 

interval spot years assuming costs escalate at (a) CPI, (b) earnings growth 

Figure 10.2 summarises the progression of expenditure (in 2012 ‘real’ price terms) relating 

to the fuel allowance and household benefits, where costs increase each year in line with 

CPI. 

 

Figure 10.2:  Progression of the components of household expenditure assuming it increases in line with 

CPI 
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10.5 Impact of extending short term benefits to the self-employed 

10.5.1 Approach to assessing the impact of extending certain benefits to the self- 

employed 

We were asked to examine the impact of introducing Invalidity pensions and Jobseeker’s 

benefit for the self-employed with effect from 2013. We modelled the costs associated with 

the introduction of these benefits by increasing the incidence rates by 12% in our models, 

reflecting the increase in potential beneficiaries. (The 12% uplift is based on the distribution 

of PRSI contributors at 31 December 2010).  

The implicit assumption in the above is that the proportion of the self-employed accessing 

these benefits is the same as the existing population with entitlement to access these 

benefits. For illustrative purposes we costed the extension of these benefits by assuming the 

extended scheme reaches full ‘maturity’ in terms of the numbers of additional beneficiaries 

with immediate effect.  

The extension of these benefits to the self-employed has a material impact on each of the 

individual expenditure line items (broadly increasing each expenditure type by circa 12%). 

10.5.2 Uncertainty associated with projected incidence rates of the self employed 

In the absence of statistics pertaining specifically to the self-employed, the incidence rates 

(i.e. the rates at which the self employed are assumed to access jobseekers and invalidity 

benefits) are assumed to be the same as for the overall labour force. This may or may not be 

appropriate depending on whether or not the self-employed may be expected to behave 

atypically. 

We have therefore indicated sensitivities to the incidence rates chosen. Included in Tables 

10.6 and 10.7 are the range of costs involved where the self-employed numbers accessing 

jobseekers and invalidity benefits (where extended) are 20% higher or lower than under the 

base case scenario
26

.  

10.5.3 Discounted value of the cost of extension of benefits to the self-employed 

The incremental cost to the Fund of granting additional benefits to the self-employed over 

the 55 year projection period assuming a ‘real’ discount rate of 2% p.a. is shown in Table 

10.6. 

 

                                                      
26  Under the base case scenario incidence rates are assumed to be the same as those experienced by those 

currently entitled to the benefit (Classes A predominantly). Class E has entitlement to Jobseeker’s and Classes E 

and H have entitlement to Invalidity benefit. The proportion of the overall insured in these classes is negligible. 

Per the ‘Statistical Information on Social Welfare Services 2010’, the proportion of the 2008/2009 insured 

population in classes J, E, H combined was 1.4%.   
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Benefit 
Type 

Incidence 20% lower than 
general population 

Base Case 
Incidence 20% higher than 

general population 

Invalidity 3.395 4.074 4.889 

Jobseekers 1.933 2.320 2.784 

Total 5.328 6.394 7.672 

Table 10.6: Discounted cost (€ billions) over 55 year projection period in 2012 ‘real’ price terms of 

introduction of benefits for the self employed 

Year 
(a)  

Invalidity 
Benefit 

(b) 
Invalidity extended 
to self-employed 

(c)  
Cost of extension 
to self-employed  

(b) less (a) 

Range of costs  
(incidence rates 

20% lower) 

Range of costs  
(incidence rates 

20% higher) 

2011 620 620                       -                           -                           -    

2012 640 640                       -                           -                           -    

2013 651 729 78 65 94 

2014 738 827 89 74 106 

2015 772 864 93 77 111 

2016 775 867 93 77 112 

2017 779 872 93 78 112 

2018 787 881 94 79 113 

2019 793 888 95 79 114 

2020 801 897 96 80 115 

2030 1049 1175 126 105 151 

2040 1170 1310 140 117 168 

2050 1231 1378 148 123 177 

2060 1238 1387 149 124 178 

2066 1312 1469 157 131 189 

Table 10.7: Impact on Invalidity expenditure (€ millions) if extended to the self-employed 

Year 
(a) 

Jobseekers 
Benefit  

(b)  
Jobseekers 

extended to self-
employed 

(c)  
Cost of extension 
to self-employed  

(b) less (a) 

Range of costs  
(incidence rates 

20% lower) 

Range of costs  
(incidence rates 

20% higher) 

2011 929  929                               -                                 -                                -    

2012 773  773                               -                                 -                                -    

2013 726  813  87  73  105  

2014 704  789  85  70  101  

2015 660  739  79  66  95  

2016 637  713  76  64  92  

2017 617  691  74  62  89  

2018 620  695  74  62  89  

2019 618  692  74  62  89  

2020 610  683  73  61  88  

2030 454  508  54  45  65  

2040 586  656  70  59  84  

2050 663  743  80  66  96  

2060 817  915  98  82  118  

2066 921  1,031  110  92  133  

Table 10.8: Impact on Jobseekers’ expenditure (€ millions) if extended to the self-employed 
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10.5.4 Contribution needed to provide short term benefits to the self employed 

We projected, for males and females aged 30, 40 and 50 on NAE, the average contribution 

rate a self employed person would need to pay to meet the present value of the projected 

costs of these benefits in isolation. In other words, the additional contributions needed to 

provide for these short term benefits.  

Table 10.9 below compares the current effective annual rate, the rate required to fully cover 

SPC and the subsequent rates needed to cover the SPC plus the introduction of Jobseeker’s 

benefits and Invalidity pensions. (See Section 9 for discussion on the value for money of the 

SPC to the self employed and the increased contribution rate needed to cover the cost of 

pension entitlements). 

Weekly 
Pension  

Current Annual 
 Effective Rates 

Required to 
cover SPC 

Required to 
cover SPC + 
jobseekers 

Required to 
 cover SPC + 

 invalidity 

Required to 
cover SPC + 
Short term 

€230.30 3.7% 14.9% 15.9% 16.4% 17.3% 

€225.80 3.4% 14.6% 15.6% 16.1% 17.1% 

€207 2.7% 13.4% 14.3% 14.9% 15.8% 

€196 1.9% 12.7% 13.6% 14.2% 15.1% 

€150 1.3% 9.7% 10.7% 11.2% 12.1% 

€92 0.9% 6.0% 6.9% 7.4% 8.4% 

Table 10.9: Compares the current contributions levels, contribution levels required for State pension and 

contribution levels required to cover State pension plus short term benefits for an individual on NAE 

Note, we have assumed that the probability a self employed person being in receipt of either 

benefit at a certain age is the same as for the population as a whole, that all benefits are paid 

at the end of the year and those in receipt of benefit will receive them for the full year. 

 

We note that the annual effective contribution rate required to fund the SPC plus the 

introduction of short term benefits is far in excess of the current effective PRSI rates being 

paid by Class S. 

Jobseeker’s benefit 

The contribution rate needed to cover this benefit decreases with age. We would expect that 

at younger ages the cost of providing this benefit would be higher since the probability of 

being on Jobseeker’s benefit is greater. For example, based on 2010 rates, 6.1% of 30 year-

old males compared to 3.9% of 50 year old males (as a percentage of the population at that 

age) were on Jobseeker’s Benefit. 

The proportion of females on Jobseeker’s Benefit in 2010 was lower than males at each age. 

For example, 4.3% of females aged 30 were on Jobseeker’s Benefit compared to 6.1% of 

males at the same age. We anticipate that this trend will continue therefore the projected 

cost of providing this benefit to females is lower than for males. 

The average annual rate of contribution needed to provide Jobseeker’s Benefit to the self 

employed is therefore estimated to typically require an incremental increase in contribution 

rates from approximately 15% (where only the core SPC is provided) to 16% (where 

jobseeker’s Benefit in addition to the core SPC is provided). 
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Invalidity pension 

We note that the contribution rate needed to cover this benefit increases slightly with age for 

both males and females. This is due to the fact that the probability of an individual being in 

receipt of this pension increases with age. For example based on 2010 rates the probability 

of a 30 year old male being in receipt of this pension is 0.1% compared with 1.8% for a 50 

year old male. 

The effective average annual rate of contribution needed to provide the core SPC (100% 

level) is approximately 15%. The average effective contribution rate required for the core 

SPC plus the Invalidity pension in addition is therefore estimated to be in the region of 17%. 

Range of potential costs involved in granting short term benefits to the self-employed 

As discussed at 10.5.2, considerable uncertainty exists in relation to the numbers of self-

employed likely to access jobseekers and invalidity benefits, in the event these benefits are 

extended to this group. 

We have therefore indicated sensitivities to the incidence rates chosen to give an indication 

of the range of potential costs involved.  The tables below show how the costs would vary 

where incidence rates are higher or lower by 3% when compared to the general population. 

Weekly 
Pension  

Current Annual 
Effective Rates 

Required to 
cover SPC 

Required to 
cover SPC + 
Jobseekers 

Required to 
cover SPC + 

Invalidity 

Required to 
cover SPC + 
Jobseekers+ 

Invalidity 

€230.30 3.7% 14.9% 15.1% 15.9% 16.1% 

€225.80 3.4% 14.6% 14.8% 15.6% 15.8% 

€207 2.7% 13.4% 13.6% 14.4% 14.6% 

€196 1.9% 12.7% 12.9% 13.7% 13.9% 

€150 1.3% 9.7% 9.9% 10.7% 10.9% 

€92 0.9% 6.0% 6.1% 7.0% 7.2% 

Table 10.10: Incidence rates higher by 3%  

Weekly 
Pension  

Current Annual 
Effective Rates 

Required to 
cover SPC 

Required to 
cover SPC + 
jobseekers 

Required to 
cover SPC + 

invalidity 

Required to 
cover SPC + 
Short term 

€230.30 3.7% 14.9% 15.0% 15.6% 15.7% 

€225.80 3.4% 14.6% 14.8% 15.3% 15.5% 

€207 2.7% 13.4% 13.5% 14.1% 14.2% 

€196 1.9% 12.7% 12.8% 13.4% 13.5% 

€150 1.3% 9.7% 9.8% 10.4% 10.5% 

€92 0.9% 6.0% 6.1% 6.7% 6.8% 

Table 10.11: Incidence rates lower by 3% 
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11 Comparison with previous review 
 

This section sets out the principal differences between this Review and the 2005 Review: 

 Key conclusions on differences between this and the previous review 

 Assumptions (macro-economic and demographic) 

 Data 

 Policy changes 

11.1 Introduction 

In this section, we set out the principal high level differences between this Review and the 

previous Review in 2005.  

Table 11.1 compares actual income and expenditure over the period since the previous 

review (2006 to 2010 inclusive) with projected income and expenditure: 

  Actual Expected at 2005 Review 

Year Income Expenditure Excess / (Shortfall) Income Expenditure Excess / (Shortfall) 

2006 6,974 6,326 649 6,891 6,439 452 

2007 7,834 7,251 583 7,220 7,114 106 

2008 8,144 8,394 -249 7,558 7,517 41 

2009 7,298 9,784 -2,487 7,902 7,907 -5 

2010 6,710 9,461 -2,751 8,256 8,324 -68 

Table 11.1: Actual cash-flows (€millions) during inter-review period versus expected at previous review 

 

Figure 11.1: Chart of actual excess / shortfall (€millions) of income over expenditure versus expected 
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Table 11.2 compares the actual expenditure by type over the period since the previous 

review (2006 to 2010 inclusive) with projected income and expenditure: 

  Actual Expected at 2005 Review 

Year 
Pension 
related 

Non-pension 
related 

Total  
Expenditure 

Pension 
related 

Non-pension 
related 

Total 
Expenditure 

2006 3,533 2,792 6,326 3,676 2,763 6,439 

2007 4,039 3,212 7,251 4,002 3,112 7,114 

2008 4,509 3,885 8,394 4,243 3,274 7,517 

2009 4,826 4,958 9,784 4,473 3,434 7,907 

2010 4,895 4,566 9,461 4,723 3,601 8,324 

Table 11.2: Actual expenditure (€millions) by type during inter-review period versus expected at previous 

review 

The previous review was carried out in 2006 which preceded the current economic and 

financial crisis. The deterioration in income coupled with the significant increase in 

expenditure, particularly in non-pension benefits, was not anticipated in 2006 given 

prevailing economic conditions. Projected 2010 non-pension benefits were €3.6bn 

compared to the actual €4.6bn that materialised. 

The starting point of the 2010 Review in terms of current income and expenditure of the 

Fund at 31 December 2010 is therefore very different to what was anticipated in 2006. 

11.2 Comments on differences between reviews 

 The projected population of over 65 year olds by 2060 is lower in absolute terms 

compared with the 2005 Review as can be seen from Figure 11.4. 

 The pensioner support ratio at the previous review was projected to reduce from 5.4 

workers to every pensioner in 2011 to 1.8 by 2061, whereas the findings of this Review 

are that the support ratio will reduce from 5.3 workers in 2010 to 2.1 workers for every 

pensioner by 2060. This is explained in part by the higher assumed fertility rates at this 

Review. 

 The shortfall in 2060 is expected to be less at this Review (a shortfall of €24bn in 2012 

real price terms (6.1% of GNP in 2060) as compared with €35bn (6.4% of GNP) at the 

2005 Review in 2006 price terms.  

 The pension and other reforms detailed in Section 3 which have been implemented and 

planned for over the last number of years have had a positive impact. The attribution of 

the projected €9bn reduction in SPC expenditure between the 2005 and the 2010 

reviews (arising due to a combination of assumptions changes / revised economic 

outlook and the above mentioned reforms) is set out in Table 11.3. 

 A further approximate €6bn reduction in projected expenditure in 2061 reflects a 

combination of reduced projected numbers on Illness, Invalidity, and Jobseeker’s 

Schemes coupled with more moderate assumptions at this review for the up-rating of 

these and other benefits due to the changed outlook for real earnings growth. 
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Projected SPC Expenditure in 2061   

2005 projected expenditure 42 

2005 projection Up-rated for 6 years inflation 7 

Reforms (2012 + 2020 impacts) -5 

Reforms (SPA changes impacts) -4 

Assumptions changes 2005-2010 -5 

Data / modelling differences -1 

2010 projected expenditure 34 

Table 11.3: Comparison of SPC Projected Expenditure in 2061 (2005 versus 2010 Reviews), (€billions), 

2012 real price terms 

 

Figure 11.2: Comparison of SPC Projected Expenditure (2005 versus 2010 Reviews), €millions, 2012 real 

price terms 
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Figure 11.3: Differences in key economic assumptions 2010 and 2005 reviews 

The key differences are: 

 The price inflation is broadly in line with the assumption from the 2005 Review. 

 For both GNP growth and real earnings growth, the economic environment is very 

different for the 2010 Review when compared with the 2005 Review. In the 2005 real 

GNP and earnings growth were expected to increase steadily over the course of the 

projection period. From our starting point in 2011, given the current economic 

environment there is considerable uncertainty about future growth prospects, 

particularly in the short term. As a result our short term GNP and earnings assumptions 

are very different to the level projected in the 2005 Review. Over the longer term 

(2016+) as we would expect more economic stability, our assumptions move closer to 

the levels assumed in the 2005 Review. 

11.4 Demographic Assumptions 

Figures 11.4 and 11.5 compare the population projections between the 2010 Review and 

2005 Review for those over 65 and those over 20 respectively. 
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Figure 11.4:  Differences in projection of population aged 65 and over; 2010 and 2005 reviews 

 

 

Figure 11.5:  Differences in projection of population aged 20 and over; 2010 and 2005 reviews 
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by 2060 in this projection compared with 1.8 workers to every pensioner by 2061 

calculated for the 2005 Review. 

 Life expectancy at birth in 2010 is assumed to be higher at the 2010 Review for both 

males (+3.4 years) and females (+2.1 years) and similarly the life expectancy from age 

65 is higher at the 2010 Review by 2.5 years and 1.7 years for males and females 

respectively as shown in Table 11.4. 

  2010 review 2005 review 

From birth - Male 79.4 76.0 

From birth - Female 83.2 81.1 

From Age 65 - Male 18.4 15.9 

From Age 65 - Female 21.0 19.3 

Table 11.4:  Life expectancy from birth (in years) in 2010 this review and previous review 

Similarly life expectancy at birth in 2060 is assumed to be higher at the 2010 Review for 

both males (+4.7 years) and females (+1.9 years) and similarly the life expectancy from 

age 65 is higher at the 2010 Review is higher 3.6 years and 1.5 years for males and 

females respectively as shown in Table 11.5. 

  2010 Review 2005 Review 

From birth - Male 89.2 84.5 

From birth - Female 90.8 88.9 

From Age 65 - Male 25.8 22.2 

From Age 65 - Female 27.0 25.5 

Table 11.5:  Life expectancy (in years) in 2060 Review and 2005 Review 

 In terms of drivers of population changes, total fertility rates are higher in these 

projections and in particular in the beginning of the projection period (up by 0.20 in 

2010). 

In the 2005 Review the fertility rate was assumed to be 1.93 in 2006, reducing to 1.87 in 

2010, 1.85 in 2011 and that it would be maintained at 1.85 until the end of the projection 

period. By contrast, in this review we assume a total fertility rate of 2.07 in 2010 will 

reduce gradually and marginally such that it will be 1.99 at the end of the projection 

period. The differences in the migration assumptions in the 2005 and 2010 Reviews are 

set down in Figure 11.6. 
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Figure 11.6:  Migration numbers (000s: 2010 and 2005 Reviews)  

11.4.1 PRSI Receipts 

The main drivers of the PRSI contribution income being less than expected (actual 2010 of 

€6.7bn versus expected of €8.3bn) are the reduced numbers employed due to net outward 

migration and the impact of unemployment, and the reductions in real earnings growth 

which were well below expectations. These effects were marginally mitigated by some of 

the PRSI base broadening measures implemented. 

11.4.2 Projections into the future 

Other key changes since the previous review were the range of policy measures 

implemented and planned to be implemented which had the effect of reducing projected 

future expenditure particularly on the SPC. 

Policy changes  

Table 11.6 presents expected pension rate levels (calculated based on analysis of the 2020 

sample received) i.e. for a sample of circa 50,000 people all retiring in 2020 under the 

following scenarios: 

 using current ‘averaging rules’ and the 260 paid contribution requirement; 

 using current averaging rules, post September 2012 rate bands and 520 ‘paid’ 

contribution requirement; 

 2020 move to total contributions approach with no cap on credits used; 

 2020 move to total contribution approach including total cap on credits. 
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Summary (as % of sample reaching pensionable age in 2020) 

Personal  
Pension Rate  

Level 

Pension %  
(260 requirement + 
current rate bands 
+ averaging rule) 

Pension %  
(520 requirement 
+ additional rate 

bands + 
averaging rule) 

Pension %  
2020 ‘total 

contributions’ rules  
(if no credit cap) 

Pension %  
2020 ‘total 

contributions rules  
(with credit cap) 

100% 50% 48% 50% 46% 

90%-99%  30% 21% 5% 6% 

80%-89%  0% 7% 5% 6% 

70%-79%  3% 0% 5% 7% 

60%-69%  0% 2% 5% 6% 

50%-59%  3% 0% 4% 4% 

33%-49%  0% 1% 5% 5% 

0% 8% 14% 14% 14% 

No Full 
Contributions  

6% 6% 6% 6% 

Average  84% 77% 71% 70% 

Table 11.6: The weighted average State Pension (Contributory) pension – impact of policy changes - 

overall 

Figure 11.7 below shows a comparison of the trend in the weighted average SPC for males 

and females retiring in each year 2010 to 2030 (as a percentage of total population of those 

at age of retirement): 

 

Figure 11.7: The weighted average State Pension (Contributory) pension for males and females 

In both 2012 and 2020 a reduction in the weighted average pension is expected. This reflects 

the change in the qualifying rules in 2012 with a requirement to have 520 ‘paid’ 

contributions to qualify increased from 260 previously. In 2020 the reduction is a result of 
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changes in the pension qualifying rules which will be based on a ‘total contributions’ 

approach and will replace the current ‘averaging’ rules. 

We note that the impact on females (in respect of both sets of policy changes) is larger than 

the impact on males: 

 Historically females have paid fewer contributions, therefore there is a higher proportion 

of females with contributions between 260 and 520 who are affected by the 2012 

minimum 520 ‘paid’ requirement in order to qualify. 

 There is a larger proportion drop in the number of females (compared with males) who 

will qualify for pension at the 100% level post the 2020 changes when a total 

contribution approach is introduced, taking into account full PRSI history. 

 The trend in the average pension for both males and females is similar, with males 

generally receiving a higher pension than females (though this gap is narrowing with 

time), reflecting ongoing increases in the level of female PRSI contribution records and 

increased labour force participation by females. 

 With the exception of years when policy changes are introduced the increased level of 

females’ PRSI records are resulting in steep increases in the level of the average pension 

and a narrowing of the gender gap in terms of differentials in average pensions in the 

projections. 

 An examination of the records for males retiring in the period 2012-2020 revealed a 

somewhat surprising result which was that the quality of the PRSI histories for these 

individuals showed a decline (albeit marginal) resulting in slightly decreasing average 

pension rates but this trend reversed between 2020 and 2030. Reflecting on historic 

labour force participation rates and bearing in mind the fact that those retiring in the 

period 2012-2020 would have been in the middle of their careers circa 20 years ago in 

1982 – 1990, the pattern seemed plausible. 

Looking at individual rate bands rather than merely the overall average pension we note the 

following: 

 As expected the total proportion of people on 100% pension after 2020 will increase. It 

is easier to obtain a record of 30 full years ‘paid / credited than it is to maintain an 

average yearly record of 44 contributions. However, overall the weighted average 

pension payments are expected to decrease. 

 This data only shows the pension payments for new pensioners retiring in 2020. It does 

not include the percentage payments for existing pensioners (which will comprise the 

bulk of the expenditure). 

 The impact of the cap on credits is approximately 3% at the 100% pension level (4% at 

the overall average level). This impact is smaller than anticipated as we noted that there 

are a large number of pensioners in the sample that are either relying on credits (of less 

than 10 years in totality) or can afford to lose (excess) credits and still remain in the 

100% pension category.  
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A Appendices 

A.1 How the Social Insurance Fund works 

Introduction 

Most employers and employees (over 16 years of age) pay social insurance contributions 

into the national Social Insurance Fund (SIF). In general, the payment of social insurance is 

compulsory. 

The Fund is made up of a current account and an investment account managed by the 

Minister for Social Protection and the Minister for Finance, respectively. The current 

account consists of contributions collected from people in employment and self-

employment. This money is then used to fund social insurance payments. The investment 

account is a savings account that is managed by the Minister for Finance. The Comptroller 

and Auditor General is responsible for ensuring that the accounts are kept in order and 

reports are made to the Houses of the Oireachtas. 

Work and Social Insurance 

Employees’ social insurance contributions are deducted by their employer and collected by 

the Revenue Commissioners. 

The self-employed pay Class S social insurance contributions directly to the Revenue 

Commissioners. The Revenue Commissioners then pay the money into the Social Insurance 

Fund and send a record of the contributions from the self employed to the Department of 

Social Protection. 

Social Insurance Rates 

For people in employment in Ireland, social insurance contributions are divided into 

different categories, known as classes with sub-classes in some instances. 

Most employees in Ireland pay Class A PRSI. This class of contribution confers an 

entitlement to the full range of social insurance payments that are available from the 

Department of Social Protection, subject to meeting the qualifying criteria.  

The other classes of social insurance are Classes C, D, B, E, H, J, S, K, M, and P. Those 

insured in one of these classes pay insurance at a lower rate than Class A contributors.  

Consequently, they are not entitled to the full range of social insurance payments. 

The 11 different social insurance classes in Ireland are described below: 

Class A applies to people in industrial, commercial and service type employment who are 

employed under a contract of service with a reckonable pay of €38 or more per week from 

employment. It also includes civil and public servants recruited from 6 April 1995. Most 

employees in Ireland pay PRSI Class A.  

Class J applies to people earning less than €38 per week. However, people aged over 66 or 

people in subsidiary employment, regardless of the level of earnings, are always insurable at 

Class J.   Typically, this would involve people insurable at Class B, C, D or H in their main 

employment and who have a second job which is of a subsidiary nature or of inconsiderable 

extent.   Class J social insurance provides cover for Occupational Injuries Benefit only. 

http://www.citizensinformation.ie/en/government_in_ireland/national_government/standards_and_accountability/comptroller_and_auditor_general.html
http://www.citizensinformation.ie/en/government_in_ireland/national_government/standards_and_accountability/comptroller_and_auditor_general.html
http://www.citizensinformation.ie/en/government_in_ireland/national_government/houses_of_the_oireachtas/
http://www.welfare.ie/EN/Publications/SW14/SW14_11/Pages/ClassA.aspx
http://www.welfare.ie/EN/Publications/SW14/SW14_11/Pages/ClassJ.aspx
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Class E applies to ministers of religion employed by the Church of Ireland Representative 

Body. It covers all social insurance payments except Jobseeker's Benefit and Occupational 

Injuries Benefit. 

Class B applies to civil servants and Gardai recruited before 6 April 1995, and registered 

doctors and dentists employed in the Civil Service. It provides cover for only a limited 

number of social insurance payments. 

Class C applies to Commissioned Army Officers and members of the Army Nursing service 

recruited before 6 April 1995. It provides cover for only a limited number of social 

insurance benefits. 

Class D applies to permanent and pensionable employees in the public service, other than 

those mentioned in Classes B and C, recruited before 6 April 1995. It provides cover for 

only a limited number of social insurance payments. 

Class H applies to NCOs and enlisted personnel of the Defence Forces. It provides cover for 

all social insurance payments except Occupational Injuries Benefit. 

Class K applied to people receiving income that was not subject to social insurance 

contributions but which was liable for the Health Contribution (such as holders of 

occupational pensions, certain office holders (judges and State solicitors) and people over 

66 previously on Class S). Public office holders pay PRSI at a rate of 4% on all income if 

their income is over €5,200 a year. Public office holders with weekly income of €100 or less 

are recorded under Class M. There are no social insurance payments for people insured 

under Class K. 

Class M applies to employees with no liability to contribute to social insurance such as 

employees under 16 years of age and people with an income of €500 or less and insured in 

Class K. Class M covers certain contributors with Occupational Injuries Benefit. 

Class S applies to self-employed people including certain company directors, people in 

business on their own account and people with income from investments and rents. It covers 

only a limited number of social insurance payments. 

Class P applies to fishermen or fisherwomen who are classified as self-employed and who 

are already paying PRSI under Class S. It covers them for social insurance payments not 

covered by Class S. These are limited Jobseeker's Benefit, limited Illness Benefit and 

Treatment Benefit. 

The amount of PRSI payable depends on earnings and the class under which an individual is 

insured.  

The tables below outline the PRSI rates (effective January 2012) payable under the different 

Social Insurance Classes. 

  

http://www.welfare.ie/EN/Publications/sw19/Pages/sw19_sect1.aspx
http://www.welfare.ie/EN/Publications/SW14/SW14_11/Pages/ClassB.aspx
http://www.welfare.ie/EN/Publications/SW14/SW14_11/Pages/ClassC.aspx
http://www.welfare.ie/EN/Publications/SW14/SW14_11/Pages/ClassD.aspx
http://www.welfare.ie/EN/Publications/SW14/SW14_11/Pages/ClassH.aspx
http://www.welfare.ie/EN/Publications/SW14/SW14_11/Pages/ClassK.aspx
http://www.welfare.ie/EN/Publications/SW14/SW14_11/Pages/ClassM.aspx
http://www.welfare.ie/EN/Publications/SW14/SW14_11/Pages/ClassS.aspx
http://www.welfare.ie/EN/Publications/sw19/Pages/sw19_sect1.aspx
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Non-Cumulative 
Weekly Earnings 
Band* 

PRSI 
Subclasses 

How much of 
Weekly 

Earnings* 
Employee* Employer* 

Employee 
+ Employer 

Up to €37.99 J0 ALL 0% 0.50% 0.50% 

€38 - €352 AO ALL 0% 4.25% 4.25% 

€352.01 - €356 AX First €127 0% 4.25% 4.25% 

  AX Balance 4% 4.25% 8.25% 

€356.01 - €500 AL First €127 0% 10.75% 10.75% 

  AL Balance 4% 10.75% 14.75% 

More than €500 A1 First €127 0% 10.75% 10.75% 

  A1 Balance 4% 10.75% 14.75% 

*Including if appropriate shared-based remuneration 

Table A1.1: PRSI rates (effective January 2012) payable under J0, AO, AX, AL and A1 

Use the following subclasses (A6, A7 and A4) only for approved employees under the 

Employer's PRSI Exemption Scheme and Employer Job (PRSI) Incentive Scheme. 

Non-Cumulative 
Weekly Earnings 
Band*  

PRSI 
Subclasses 

How much of 
Weekly 
Earnings* 

Employee* Employer* 
Employee 
+ Employer 

Up to €352 A6 ALL 0% 0% 0% 

€352.01 - €500 A7 First €127 0% 0% 0% 

  A7 Balance 4% 0% 4% 

More than €500 A4 First 127 0% 0% 0% 

  A4 Balance 4% 0% 4% 

*Including if appropriate shared-based remuneration 

Table A1.2: PRSI rates (effective January 2012) payable under A4, A6 and A7 

Class J normally relates to people with reckonable earnings of less than €38 a week 

(from all employments). However, the following employees are insurable at Class J, 

regardless of earnings: employees aged 66 or over and people in subsidiary 

employment. 

Non-Cumulative 
Weekly Earnings 
Band*  

PRSI 
Subclasses 

How Much Of 
Weekly 
Earnings* 

Employee* Employer* 
Employee 
+ Employer 

Up to €500 J0 ALL 0% 0.5% 0.5% 

More than €500 J1 ALL 0% 0.5% 0.5% 

  J9 ALL 0% 0.5% 0.5% 

*Including if appropriate shared-based remuneration 

Table A1.3: PRSI rates (effective January 2012) payable under J0,J1 and J9 

Class M relates to people with a nil contribution liability (such as employees under age 

16 and persons in receipt of occupational pensions). 
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Non-Cumulative 
Weekly Earnings 
Band*  

PRSI 
Subclasses 

How Much Of 
Weekly 
Earnings* 

Employee* Employer* 
Employee 
+ Employer 

All Income M ALL 0% 0% 0% 

*Including if appropriate shared-based remuneration 

Table A1.4: PRSI rates (effective January 2012) payable under M 

Social Insurance benefits and payments 

There are a wide range of benefits that are available to people who have paid social 

insurance. Entitlement to these benefits is dependent on a number of conditions other than 

the social insurance contribution requirement. The social insurance qualifying criteria vary, 

depending on what payment they are applying for. In general, when an individual applies for 

a social insurance payment the following will be examined: 

 the class/classes of social insurance they have paid; 

 their age when they started making social insurance contributions (this applies in the 

case of State pensions); 

 the number of  paid and/or credited contributions they have made since entering 

insurable employment; 

 the number of contributions paid and/or credited in the relevant tax year before the 

benefit year in which they make the claim. The relevant tax year is the second last 

complete tax year before they make a claim; 

 the yearly average number contributions in the case of some pensions.  

The social insurance payments that are available include the following: 

Jobseeker's Benefit  

This is a weekly payment to people who are out of work and are covered by PRSI. If an 

individual does not qualify for Jobseeker's Benefit they may qualify for Jobseeker's 

Allowance. 

Illness Benefit 

This benefit is paid to insured workers aged under 66 who cannot work because of sickness 

or illness.  

Maternity Benefit  

Maternity Benefit is a payment made to insured women who are on maternity leave from 

work.  The amount of money paid each week will depend on earnings. If the woman is 

already on certain social welfare payments, she may get half-rate Maternity Benefit in 

addition to that other payment.  

Adoptive Benefit  

Adoptive Benefit is a payment to an adopting mother or a single male who adopts a child. It 

is available to both employees and self-employed people. An individual must meet certain 

PRSI contribution conditions on their own insurance record. Adoptive Benefit is paid for a 

continuous period of 24 weeks from the date of placement of the child.  

http://www.citizensinformation.ie/en/social_welfare/payments/unemployed_people/jobseekers_benefit.html
http://www.citizensinformation.ie/en/social_welfare/payments/disability_and_illness/disability_benefit.html
http://www.citizensinformation.ie/en/social_welfare/payments_payments_to_families_and_children/maternity_benefit.html
http://www.citizensinformation.ie/en/social_welfare/payments_payments_to_families_and_children/adoptive_benefit.html
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Health and Safety Benefit  

Health and Safety Benefit is a weekly payment for employed women who are pregnant or 

breastfeeding, and who are granted health and safety leave by their employer.  Women are 

granted health and safety leave from employment if their employer cannot remove a risk to 

their health while they are pregnant, or breastfeeding, or assign alternative ‘risk-free’ duties.  

To qualify for Health and Safety Benefit, they must meet certain criteria and PRSI 

contribution conditions. An employer pays the first 21 days of health and safety leave, and 

the Department of Social Protection pays the remainder. 

Invalidity Pension  

Invalidity Pension is a weekly payment to insured people who cannot work because of a 

long-term illness or disability.  At age 65, the rate of payment increases to the same rate as 

State Pension (Transition). At 66, recipients are transferred to State Pension (Contributory). 

Invalidity Pension is taxable. Individuals are entitled to a Free Travel Pass. They may also 

get extra social welfare benefits such as  the Household Benefits Package.  

Widow's, Widower's or Surviving Civil Partner's (Contributory) Pension 

Widow's, Widower's or Surviving Civil Partner's (Contributory) Pension is a weekly 

payment to the husband, wife or civil partner of a deceased person. Either the recipient or 

their deceased spouse or civil partner must satisfy PRSI contribution conditions. The 

pension is payable regardless of other income.  

To qualify an individual must be a widow, widower or surviving civil partner and they must 

not be cohabiting with another person. If a person is divorced (or part of a civil partnership 

that has been dissolved) and would have been entitled to a Widow's, Widower's or Surviving 

Civil Partner's (Contributory) Pension had they remained married (or in a civil partnership), 

they may retain their entitlement to the Widow's, Widower's or Surviving Civil Partner's 

(Contributory) Pension.   

Guardian's Payment (Contributory)  

An individual who is taking care of an orphan may get a guardian's payment. It is not 

necessary to be a legally appointed guardian. A guardian's payment may be paid if the 

orphan lives with the guardian and s/he is responsible for the orphan’s care. The payment 

must benefit the orphan. 

If an orphan is attending a full-time education course, is aged between 18 and 22 years of 

age and is not living with or in the care of a guardian, the payment can be paid directly to 

the orphan. The payment can be contributory (based on PRSI payments paid by the parent) 

or non-contributory (based on a means-test).  

State Pension (Contributory)  

The State Pension (Contributory) is paid to people from the age of 66 who satisfy the social 

insurance contribution conditions. It is not means-tested. An individual can have other 

income and still get a State Pension (Contributory). This pension is taxable, but a person is 

unlikely to pay tax if it is their only income. There are a number of pro-rata pensions 

available to people who paid different types of social insurance contributions or who did not 

pay contributions because of various reasons. For example, those with mixed insurance 

http://www.citizensinformation.ie/en/social_welfare/payments_payments_to_families_and_children/health_safety_benefit.html
http://www.citizensinformation.ie/en/social_welfare/payments/disability_and_illness/invalidity_pension.html
http://www.citizensinformation.ie/en/social_welfare/payments/death_related_benefits/widows_contrib_pension.html
http://www.citizensinformation.ie/en/social_welfare/payments/death_related_benefits/guardians_payments.html
http://www.citizensinformation.ie/en/social_welfare/payments/older_and_retired_people/state_pension_contributory.html
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records (i.e. people who worked for some time the in public and private sector) may be 

entitled to a pre-rata pension. 

State Pension (Transition)  

The State Pension (Transition) is paid to people aged 65 who have retired from work and 

who satisfy the social insurance contribution conditions. It is not means-tested. In general, 

an individual must have been an employee and paying full-rate social insurance 

contributions, but a small number of self-employed people also qualify. At age 66, 

recipients transfer to State Pension (Contributory).  

Bereavement Grant  

The Bereavement Grant is a once-off payment to help with funeral costs. Eligibility for this 

grant is not related to a person’s ability to pay for the funeral. Eligibility is usually based on 

PRSI contributions. 

Treatment Benefit  

The Treatment Benefit provides dental, optical and aural services to qualified people. The 

Treatment Benefit Scheme is available to insured workers and retired people who have the 

required number of PRSI contributions.  

Occupational Injuries Benefit 

Injury Benefit is one of the benefits available under the Occupational Injuries Benefit 

Scheme. It is a weekly payment made to individuals if they are unfit for work due to: 

 an accident at work  

 an accident while travelling (on an unbroken journey) directly to or from work  

 an occupational disease.  

To get Injury Benefit, the claimant must be unfit for work for more than 3 days as a result of 

the accident or disease (excluding Sundays or paid holiday leave). However, even if they are 

not unfit for work for more than 3 days they are entitled to a declaration that an occupational 

accident occurred. This safeguards future rights to benefits under the Occupational Injuries 

Benefit Scheme (as not all work accidents and diseases result immediately in illness or 

disablement). 

Carer's Benefit  

Carer's Benefit is a payment made to insured persons in Ireland who leave the workforce to 

care for a person(s) in need of full-time care and attention.  

An individual gets Carer's Benefit for a total period of 104 weeks for each person being 

cared for. This may be claimed as a single continuous period or in any number of separate 

periods up to a total of 104 weeks. However, if an individual claims Carer's Benefit for less 

than six consecutive weeks in any given period they must wait for a further six weeks before 

they can claim Carer's Benefit to care for the same person again. If they are caring for more 

than one person, they may receive payment for each care recipient for 104 weeks. This may 

result in the care periods overlapping or running concurrently. 

 

http://www.citizensinformation.ie/en/social_welfare/payments/older_and_retired_people/state_pension_transition.html
http://www.citizensinformation.ie/en/social_welfare/payments/death_related_benefits/standard_bereavement_grant.html
http://www.citizensinformation.ie/en/social_welfare/payments/disability_and_illness/treatment_benefit_scheme.html
http://www.citizensinformation.ie/en/social_welfare/payments/disability_and_illness/injury_benefit.html
http://www.citizensinformation.ie/en/social_welfare/payments/carers/carers_benefit.html
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Maintaining Social Insurance – Credited Contributions and Voluntary Contributions, 

working outside the state 

For individuals outside the workforce or leaving the workforce, it is possible to maintain a 

social insurance record either by way of credited contributions or in certain circumstances 

by way of voluntary contributions (see below). 

It is also possible to add Irish contributions and contributions paid in certain other states 

while working abroad to qualify for a social insurance payment.  

Credited Contributions 

Individuals out of work may qualify for a credited contribution. A credited social insurance 

contribution is a contribution given to individuals and recorded on each social insurance 

record. Some social welfare payments allow for a combination of a person’s paid and 

credited contributions to enable an individual to qualify for a social insurance payment. 

Pre-entry credits when one starts work 

When an individual starts work they are automatically given pre-entry credits. These credits 

are normally given once and cover a person from the beginning of the tax year of entering 

employment, up to the actual date employment started. The credits also cover the two 

previous income tax years. Pre-entry credits help an individual quality for the following 

social insurance payments: 

 Illness Benefit 

 Jobseeker's Benefit 

 Treatment Benefit  

 Maternity Benefit  

 Adoptive Benefit  

 Health and Safety Benefit  

 Bereavement Grant. 

Credits during unemployment 

Credits are automatically given to those who are fully unemployed and getting Jobseeker's 

Benefit. A person continues to get credits if they have used up their entitlement to 

Jobseeker's Benefit and qualifies for Jobseeker's Allowance.  

An individual does not automatically get credits if they are getting Jobseeker's Allowance. 

They must have paid or credited PRSI contributions in either of the last two tax years in 

order to do so. 

It is possible to sign on for credits, if an individual is not entitled to a social welfare 

payment or is  not a qualified adult on a spouse's, civil partner's or cohabitant's social 

welfare payment as long as the individual is: 

 Unemployed; 

 available and capable of work; 

 genuinely seeking work and; 

http://www.citizensinformation.ie/en/social_welfare/irish_social_welfare_system/claiming_a_social_welfare_payment/social_insurance_contributions_from_abroad.html
http://www.citizensinformation.ie/en/social_welfare/irish_social_welfare_system/claiming_a_social_welfare_payment/social_insurance_contributions_from_abroad.html
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 has paid or credited PRSI contributions in either of the last two tax years. 

An individual can sign on for credits if they are on strike from work. 

If an individual is unemployed and getting credits they can continue to get credits if they 

take part in one of the following: 

 Back to Education Allowance Scheme (BTEA); 

 Vocational Training Opportunities Scheme (VTOS);  

 SOLAS/Cert/BIM / Teagasc training courses. 

Credits during illness 

Credits are awarded to individuals getting Illness Benefit, Injury Benefit and Invalidity 

Pension. Where a person exhausts his/her entitlement to Illness Benefit or Injury Benefit and 

qualifies for Disablement Benefit, s/he can continue to get credits provided they continue to 

submit medical certificates. . Individuals who apply for Illness Benefit or Injury Benefit and 

do not qualify for payment may still be entitled to credits if they have paid or credited 

contributions in the last two tax years. 

Individuals in receipt of Disability Allowance having exhausted entitlement to Illness 

Benefit will get credits. To get credits while on Disability Allowance they must have paid or 

credited contributions in the last two years. Public servants who give up work because of ill 

health can protect their entitlement to certain payments by sending in medical certificates 

once a year. 

Individuals can continue to get credits during illness, if they take part in the Back to 

Education Allowance Scheme.  

Credits and early retirement 

Individuals in receipt of the State Pension (Transition) will automatically be given credits. 

These credits will help maintain their entitlement to Treatment Benefit and can also help 

them to qualify for State Pension (Contributory). 

Credits for carers 

A person who gives up work to care for someone and who qualifies for Carer's Allowance 

or Carer's Benefit  will be awarded credits. They will also get credits if they do not get one 

of these payments, but are on Carer's Leave from work. If however, they avail of unpaid 

statutory Carer's Leave they must get their employer to complete an application for Carer's 

Leave 'credits' on returning to work 

Credits and homemakers 

The Homemaker's Scheme can make it easier for homemakers to qualify for a State Pension 

(Contributory). Those who give up work to look after a child under 12 years of age, or a 

disabled child, or adult, can get credits from the date they give up work to the end of that 

contribution year. If they are out of the workforce for the complete contribution year the 

complete year is disregarded when they are assessed for a State Pension (Contributory).  

In some cases people who are job-sharing may be eligible for homemaker’s credits if they 

are job-sharing to look after a child under 12 or a disabled child or adult. 
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Student credits 

Student credits are only given once, and can cover periods in full-time education. To qualify 

an individual must have worked and paid PRSI Class A before starting their course. They 

must have started their course before reaching 23 years of age and before they have taken up 

full-time insurable employment. An individual applies for student credits when they are 

applying for a social insurance payment. They must supply written confirmation from the 

school or college stating that they were a student there, and the dates they attended. They 

may also have to show that they have started full-time employment. This can mean 

submitting a P60 or a letter from their employer. 

Credits for maternity leave, adoptive leave, parental leave, Health and Safety Benefit 

An individual will automatically be awarded credits while they are getting Maternity 

Benefit, Adoptive Benefit or Health and Safety Benefit.  

If however they avail of unpaid statutory maternity leave they must get their employer to 

complete an application for maternity leave credits when they return to work. Similarly, if 

they avail of unpaid statutory adoptive leave they must get their employer to complete an 

application for adoptive leave credits when they return to work.  

For individuals who take parental leave, their employer must contact the Records Section of 

Department of Social Protection, detailing the weeks they have not worked, so that they can 

get credits for this time.  

Volunteer development worker's credits 

If an individual spends time as a volunteer development worker abroad, they may be entitled 

to credits for the time they spend as a volunteer development worker abroad up to a 

maximum of five years. Volunteer development worker's credits can help them to maintain 

their social insurance record.  

Voluntary Contributions 

Individuals between the age of 16 and 66 who are no longer covered by compulsory PRSI 

by way of insurable employment, self-employment or credited contributions may opt to pay 

Voluntary Contributions.  

Payment of Voluntary Contributions can help maintain or improve an individual’s 

contributory pension entitlements. They do not provide cover for any short term benefits 

such as Jobseeker’s, Illness, Maternity or Treatment Benefits.   

The qualifying conditions to become a voluntary contributor: 

In order to be admitted as a voluntary contributor an individual must: 

 have at least 260 weeks PRSI paid under compulsory PRSI in either employment or 

self-employment; 

 apply within 12 months after the end of the contribution year (where the contribution 

year is the same as the income tax year so it runs from January to December); 

  during which an individual last paid compulsory PRSI or had a credited contribution 

('credit'); 
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 agree to pay Voluntary Contributions from the start of the contribution week after the 

week in which he/she last paid compulsory PRSI or had a credited contribution.  

Under EU legislation it not possible for a person to be subject to the social insurance 

systems of two or more member states at the same time. This means that they cannot pay 

Voluntary Contributions in Ireland at the same time as they are in insurable employment, 

self-employment, receiving credited contributions or paying Voluntary Contributions in 

another EU member state.  

Note: Contributions paid at the Class J rate cannot be used to satisfy these conditions.  

However, it is possible to pay PRSI at Class J and Voluntary Contributions at the same time. 

Rate of voluntary contributions payable 

The rate of Voluntary Contributions payable is always determined by the last rate of PRSI 

contribution paid by an individual. There are three different rates of voluntary contributions.  

High Rate:   This rate is payable if the last PRSI contribution paid is at Class A, E or H. The 

amount payable in each contribution year is a percentage rate of reckonable income in the 

preceding contribution year. This percentage rate is currently 6.6%. The minimum annual 

payment is €317.00. There is also a maximum rate payable which is set according to the 

employee PRSI ceiling that applies in each contribution year.   

High Rate Voluntary Contributions provide cover for: 

 State Pension (Transition); 

 State Pension (Contributory); 

 Widow(er)'s or Surviving Civil Partner’s Contributory Pension; 

 Guardian's Payment (Contributory); 

 Bereavement Grant. 

Low Rate:  This rate is payable if the last PRSI contribution paid is at Class B, C or D. The 

amount payable in each contribution year is a percentage rate of reckonable income in the 

preceding contribution year. This percentage rate is currently 2.6%. The minimum annual 

payment is €126.00. There is also a maximum rate payable which is set according to the 

employee PRSI ceiling that applies in each contribution year.  

Low Rate Voluntary Contributions provide cover for: 

 Widow(er)’s or Surviving Civil Partner’s Contributory Pension; 

 Guardian's Payment (Contributory); 

 Bereavement Grant. 

Special Rate: This rate is payable if the last PRSI contribution paid is Class S – self-

employed. The amount payable is currently €253.00 per year.  
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A.2 Summary of the Details Provided (including accounts) 

The table below summarises the accounts of the Fund between 1
st
 January 2006 and 31

st
 

December 2011(€000s). We note that 2011 accounts are based on a provisional outturn. 

  2011 2010 2009 2008 2007 2006 

FUND AT START OF YEAR 7,459 896,327 3,382,951 3,632,298 3,049,141 2,400,284 

Receipts             

Contribution Income 7,542,718 6,708,018 7,164,606 7,984,182 7,722,010 6,921,222 

Receipts from Investments 1,359 1,613 132,976 160,209 112,049 53,084 

Other Receipts 19 50 19 19 88 105 

Total 7,544,096 6,709,681 7,297,601 8,144,410 7,834,147 6,974,411 

Payments             

Long-Term Benefits             

State Pension (Contributory) 3,629,790 3,451,503 3,367,733 3,117,855 2,754,749 1,580,896 

State Pension (Transition) 132,469 108,194 104,976 92,089 79,070 857,627 

Widow(er)'s (Contributory) Pension
27

 1,341,675 1,335,584 1,353,391 1,299,039 1,204,979 1,094,884 

Invalidity Pension 607,537 639,994 681,642 685,717 618,133 602,414 

Deserted Wife's Benefit 85,991 93,387 100,130 104,618 100,710 94,621 

Household Benefit & Fuel Allowance 311,582 288,852 279,039 254,580
28

 249,774 206,590 

Occupational Injury Benefits             

Treatment Benefit 23,044 51,473 100,178 97,124 91,602 95,020 

Occupational Injuries Benefits 101,257 104,844 112,336 112,011 104,349 95,988 

Short-Term Benefits             

Illness Benefit 876,327 942,571 919,783 852,305 755,077 627,642 

Maternity Benefit 309,086 323,938 331,289 315,878 257,896 180,801 

Jobseeker's Benefit 929,184 1,285,438 1,733,816 928,844 544,931 455,073 

Adoptive Benefit 1,030 891 1,247 1,644 1,333 818 

Health & Safety Benefit 643 588 619 576 503 353 

Guardian's Payment (Contributory) 11,507 11,462 11,510 14,373 9,560 8,815 

Carer's Benefit 26,761 26,288 30,204 33,666 26,900 16,688 

Redundancy & Insolvency 326,946 490,304 350,398 202,264 188,178 170,012 

Bereavement Grant 19,451 18,292 18,889 17,851 16,673 12,686 
Widowed or Surviving Civil Partner Grant  
(Contributory) 6,228 6,455 5,617 5,543 3,862 2,942 

Equal Treatment             

Other Payments             

Administration Expenses 278,959 280,777 281,428 257,780 242,711 221,684 

National Training Fund             

Total 9,019,467 9,460,835 9,784,225 8,393,757 7,250,990 6,325,554 

Excess of Receipts over Payments -1,475,371 -2,751,154 -2,486,624 -249,347 583,157 648,857 

Transfer to the Exchequer 1,475,711 1,862,286         

FUND AT END OF YEAR 7,799 7,459 896,327 3,382,951 3,632,298 3,049,141 

Table A2.1: Income and Expenditure of the Social Insurance Fund (in €thousands) 

 

                                                      
27 Widow(er)’s and Surviving Civil Partner’s Contributory Pension. 
28The Household Benefits/Fuel Allowance expenditure value used for 2008 (€260.562 millions) was a 

provisional one from the SWS report-2008. In SWS report-2009 the 2008 figure is stated to be €254.580 

millions. This has an impact on 2008 and future years’ total balances. 
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A.3 Summary of Key Data Provided and Checks Performed 

Key Data Provided 

Pension Benefits 

The table below shows the number of male and female recipients of the State Pension 

(Contributory) at the end of 2010 together with the weekly Personal Pension Rate. 

2010 Data Summary 

 Rate Level Male Female Weekly Personal Rate 

Full Pension 105,502 39,027 €230.30 

98% Pension 37,399 22,855 €225.80 

75% Pension 5,458 5,160 €172.70 

50% Pension 18,463 16,608 €115.20 

Other Pensions 18,140 11,806 €37.60 

Total 184,962 95,456 Weighted Average 

  280,418 €192 

Table A3.1: Recipients breakdown by level of Personal Pension Rate and gender 

The two following figures illustrate the distribution of male and female recipients of SPC in 

2010. 

 

Figure A3.1: Number of male recipients of the State Pension (Contributory) in 2010 
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Figure A3.2: Number of female recipients of the State Pension (Contributory) in 2010 

 

Other Benefits 

Below we have summarised the number of male and female recipients and average weekly 

benefits associated with other benefit categories of the Fund. 

2010 Data Summary     

 SI Scheme Male Female Average Weekly Benefit 

Invalidity 23,993 26,913 €241.8 

Illness 32,722 48,531 €223.1 

Jobseeker's 66,804 49,453 €212.6 

Maternity -  29,179 €213.5 

Widow's/Widower's 15,387 99,192 €224.2 

Deserted Wife's -  8,372 €214.5 

Table A3.2: Summary of the number of recipients and average weekly benefit by SI scheme and gender 

The average weekly benefit includes payments for Qualified Adults and Qualified Children. 

The following table shows the recipients split by age. 
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  Invalidity Illness Jobseeker's Maternity Widow's/Widower's 
Deserted 

Wife's 

Age M F M F M F F M F F 

<20 - - 15 12 159 117 82 - - - 

20-24 3 3 589 704 6,381 4,477 1,560 - 4 - 

25-29 25 42 1,436 2,704 11,844 8,792 6,425 7 50 - 

30-34 155 224 2,134 4,937 11,632 8,706 12,092 47 173 - 

35-39 447 739 2,684 6,510 9,428 6,905 7,647 153 511 10 

40-44 832 1,570 2,900 6,263 7,579 5,271 1,312 343 1,036 181 

45-49 1,756 3,150 3,647 6,139 6,338 4,789 58 736 2,140 958 

50-54 3,257 4,593 4,337 6,558 5,268 4,249 2 1,395 3,698 1,725 

55-59 5,626 6,221 6,254 7,366 4,291 3,293 - 2,216 5,901 1,985 

60-64 9,482 8,299 8,307 6,922 3,507 2,420 1 3,161 9,323 1,780 

65-69 2,410 2,072 419 416 377 434 - 2,443 11,816 900 

70-74 - - - - - - - 1,851 15,098 491 

75-79 - - - - - - - 1,421 16,989 224 

80+ - - - - - - - 1,614 32,453 118 

Total 23,993 26,913 32,722 48,531 66,804 49,453 29,179 15,387 99,192 8,372 

Table A3.3: Number of recipients of other SI Schemes, by age and gender 

Data Checks 

 Recipient numbers and total expenditure by category and in aggregate for 2010 were 

compared with the statistical review (‘Statistical Information on Social Welfare Services 

2010’).  

 We analysed the trend in expenditure between 2006 and 2010 and noted any change in 

qualifications conditions as well as budgetary and macroeconomic changes impacting on 

either recipient numbers or overall expenditure amounts. This is outlined in detail in 

Appendix A.4. 

 2010 actual numbers were compared with numbers from the previous review. 
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A.4 Trends 2001-2010 – Social Insurance Expenditure, Financing  and 

Supplementary  Statistics 

Financing of the Social Insurance Fund 

The sources of finance for the Fund from 2006 to 2010 together with the total expenditure 

and the deficit can be seen from the following table. 

  2006 2007 2008 2009 2010 

Employer PRSI  5.167 74.1% 5.762 73.5% 5.944 73.0% 5.290 72.5% 5.000 74.5% 

Employee PRSI  1.380 19.8% 1.539 19.6% 1.634 20.1% 1.559 21.4% 1.377 20.5% 

Self-Employed 
PRSI  

0.374 5.4% 0.421 5.4% 0.406 5.0% 0.315 4.3% 0.331 4.9% 

Investment 
Income  

0.053 0.8% 0.112 1.4% 0.160 2.0% 0.133 1.8% 0.002 0.0% 

Other Receipts  0.000 0.0% 0.000 0.0% 0.000 0.0% 0.000 0.0% 0.000 0.0% 

Total Income  6.974 100.0% 7.834 100.0% 8.144 100.0% 7.298 100.0% 6.710 100.0% 

Expenditure 13.949   15.668   16.287   14.595   13.419   

Surplus / (Deficit) -6.974   -7.834   -8.144   -7.298   -6.710   

Table A4.1: Sources of Finance for the Social Insurance Fund 2006 – 2010 (in €billions) 

The chart below illustrates the distribution of income to the Fund between different PRSI 

classes. 

 

Figure A4.1: Financing of the Social Insurance Fund in 2010 
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changed little. The averages for Classes A and S over the 10 year period were 76.4% and 

10.9%, respectively. 

Social Insurance Expenditure 

In 2010, total expenditure of the Social Insurance Fund consisted of pension related schemes 

(52%) and non-pension schemes (48%). The non-pension schemes is broken down across 

Working age – Income Supports (half of non-pension expenditure), Illness, Disability and 

Carers (38% of non-pension), Household Benefit and Fuel Allowance, and others. 

Figure A.4.2: Social Insurance Expenditure breakdown in 2010 

 

Refer to the table below for the full list of benefit categories of the Fund in 2010. 
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Social Insurance Scheme Type 
Share of total 

Expenditure in 
2010  

Social Insurance Scheme Type Share in 2010 

 

Illness, Disability and Carers 18.0% 

Pensions 52.0% 

 

  Illness Benefit 10.0% 

  State Pension (Contributory) 36.5% 

 

  Injury Benefit 0.2% 

  State Pension (Transition) 1.1% 

 

  Invalidity Pension 6.8% 

  Widow(er)’s (Contributory) Pension 14.1% 

 

  Disablement Benefit 0.8% 

  Death Benefit 0.1% 

 

  Medical Care 0.0% 

  Bereavement Grant 0.2% 

 

  Carer’s Benefit 0.3% 

Working Age – Income Supports 23.7% 

 

Children 0.2% 

  Jobseeker’s Benefit 13.6% 

 

  Guardian’s Payment (Contributory) 0.1% 

  Deserted Wife’s Benefit 1.0% 

 

  
Widowed or Surviving Civil Partner Grant 
(Contributory) 

0.1% 

  Maternity Benefit 3.4% 

 

Miscellaneous Services 3.1% 

  Adoptive Benefit 0.0% 

 

  Free Schemes 3.1% 

  Health & Safety Benefit 0.0% 

 

Administration 3.0% 

  Redundancy & Insolvency 5.2% 

 

  Administration Expenses 3.0% 

  Treatment Benefit 0.5% 

 

Grand Total 100% 

Table A4.2: List of Social Insurance Schemes and their share in 2010-Portfolio 

During the past number of years several changes took place that influenced the recipients’ 

distribution between the schemes and the overall expenditure trends in the schemes. The 

summary of these changes, together with the changes expected in the near future follows. 

State Pension Changes Summary: 

a) Age related pensions were replaced by State pensions in September 2006, with 

significant administrative alterations to several weekly payment types which had up to 

that point been provided for people aged over 65. These changes have resulted in 

substantial migrations of recipients between scheme types, with accompanying changes 

in expenditure on these schemes.  

b) Further alterations have resulted with recipients of Invalidity Pension aged 66 or over 

being automatically transferred to State Pension (Contributory) on reaching that age 

threshold. 

c) Recipients of the maximum Invalidity Pensions or State Pensions (Transition) will 

automatically transfer to the State Pensions (Contributory) upon reaching age 66, and 

the amount of pension will not change. 
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Figure A4.3: Number of Recipients in the three schemes affected by the State pension rules changes, from 

2001 to 2010 inclusive  

Below, we analyse separately expenditure by benefit type and the number of recipients in 

each category from 2001 to 2010, with accompanying remarks on rules and changes thereto 

impacting on the trends observed.  

Trends by benefits 

Please note in relation to the following that for benefit types of duration less than one year 

(e.g. Jobseekers’ or Maternity Benefit) yearly average payments are shown. For other 

benefits with duration one year and more the weekly average figures are shown. 

Expenditure for 2010 from the ‘Statistical Information on Social Welfare Services 2010’ is 

provisional. 
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State Pension (Contributory) + State Pension (Transition) + Invalidity Pension 

 
Figure A3.4: Expenditure vs. Number of Number of Recipients for State Pension (Contributory) together 

with the Invalidity and State Pension (Transition), from 2001 to 2010 inclusive 

The figure below shows the change in the average weekly payment per recipient. 

 
Figure A4.5: Average weekly payment for State Pension (Contributory) together with the Invalidity and 

State Pension (Transition), from 2001-2010 inclusive 
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State Pension (Contributory) (36% of total SI Expenditure) 

 

Figure A4.6: Expenditure vs. Number of Recipients for the State Pension (Contributory), from 2001 to 

2010 inclusive 

 An explanation for Expenditure trends is linked to notes (a) & (b) & (c) above. 

Expenditure and the number of recipients increased slightly in 2006 and sharply in 2007 

due to the introduction of new State pensions instead of Age related pensions in 

September 2006. Recipients of the Invalidity and State Pension (Transition) aged 66 or 

over are automatically transferred to State Pension (Contributory) on reaching that age 

threshold.  

 Qualified Adult (QA) and Qualified Child (QC) increases are applicable. 

The figure below shows the impact on the average weekly payment per recipient. 
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Figure A4.7: Average weekly payment for the State Pension (Contributory), from 2001 to 2010 inclusive  

State Pension (Transition) (1% of total SI Expenditure) 

 
 

Figure A4.8: Expenditure vs. Number of Recipients for the State Pension (Transition), from 2001 to 2010 

inclusive 

 Trends in expenditure are linked to notes (a) & (c) above. Expenditure and the number 

of recipients decreased in 2007 due to the introduction of new State pensions instead of 

Age related pensions in September 2006. Recipients of the State Pension (Transition) 

aged 66 or over are automatically transferred to State Pension (Contributory) on 

reaching that age threshold.  

 Qualified Adult (QA) and Qualified Child (QC) increases are applicable. 

The figure below shows the change in the average weekly payment per recipient. 
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Figure A4.9: Average weekly payment for the State Pension (Transition), from 2001 to 2010 inclusive 

Widow(er)’s (Contributory) Pension (14% of total SI Expenditure) 

 

Figure A4.10: Expenditure vs. Number of Recipients for Widow(er)’s (Contributory) Pension, from 2001 

to 2010 inclusive 

 The payment of half/reduced rate benefit, in addition to Illness Benefit and One-Parent 

Family Payment, has been abolished for claims effective from 1 February 2012. This 

impacts on new claimants. Claims commenced prior to this date may retain entitlement 

until their entitlement to the benefit is exhausted.  

 Qualified Child (QC) increase is applicable. 

The figure below shows the change in the average weekly payment per recipient. 
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Figure A4.15: Average weekly payment for the Widow(er)’s (Contributory) Pension, from 2001 to 2010 

inclusive 

Deserted Wife’s Benefit   (1% of total SI Expenditure) 

 

Figure A4.12: Expenditure vs. Number of Recipients for the Deserted Wife’s Benefit, from 2001 to 2010 

inclusive 

 New claims were discontinued in 1997, but those then in receipt of the benefit retained 

their entitlement, which is paid until the earlier of death, remarriage or cohabitation. 

 Reduced rate rules came into force in May 2007. 

 Qualified Child (QC) increase is applicable. 

The figure below shows the impact on the average weekly payment per recipient. 
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Figure A4.13: Average weekly payment for the Deserted Wives benefit, from 2001-2010 inclusive 

 

 

Maternity Benefit    (3% of total SI Expenditure) 

 

Figure A4.14: Expenditure vs. Number of Recipients for Maternity Benefit, from 2001 to 2010 inclusive 

(data on the number of recipients are available only from 2006) 

 The number of recipients figures refer to the records as at the end of the corresponding 

calendar year, while the expenditure represented are totals for each year.  
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 Increases in the maximum duration and maximum payment in addition to the increases 

in the female population and the national birth rate, have resulted in a significant 

increase in expenditure on the scheme: 

 March 2006. Maximum duration of the Benefit was increased from 18 to 22 weeks 

 March 2007. Subsequent extension to 26 weeks 

 2007. The maximum payment of Maternity Benefit was increased to €280 per week  

 2012. The maximum payment of the Benefit is €262 per week 

The figure below shows the impact on the average yearly payment per recipient.  

 

Figure A4.15: Average yearly payment for Maternity Benefit, from 2001 to 2010 inclusive 
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Carer’s Benefit   (0.3% of total SI Expenditure) 

 

Figure A4.16: Expenditure vs. Number of Recipients for Carer’s Benefit, from 2001 to 2010 inclusive 

 The Benefit was introduced in October 2000 and is payable for up to 2 years for each 

person being cared for. 

 Can be paid to a person aged 16 or over and under 66 who meets PRSI contribution 

conditions for a total period of up to 104 weeks for each person being cared for. 

 Qualified Child (QC) increase is applicable. 

 Trends are not smooth due to the small number of observations. 

The figure below shows the change in the average weekly payment per recipient. 
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Figure A4.17: Average weekly payment for Carer’s Benefit, from 2001 to 2010 inclusive 

 

Guardian’s Payment (Contributory)   (0.1% of total SI Expenditure) 

 

Figure A4.18: Expenditure vs. Number of Recipients for Guardian’s Benefit, from 2001 to 2010 inclusive 

(data on the number of recipients are available only from 2006) 

 Trends are not smooth due to small number of recipients in the group (the benefit is 

payable to the guardian of a child who is either under 18 or under 22 if in full-time 

education, provided that both parents are deceased or have otherwise failed to provide 

for the child). 

The figure below shows the change in the average weekly payment per recipient. 
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Figure A4.19: Average weekly payment for Guardian’s Benefit, from 2001 to 2010 inclusive  

 

Invalidity Pension   (7% of total SI Expenditure) 

 

Figure A4.20: Expenditure vs. Number of Recipients for Invalidity Pension, from 2001 to 2010 inclusive 

 The impact of notes (a), (b) and (c) is shown in the above. The number of recipients 

decreased in 2006 due to the introduction of new State pensions instead of Age related 

pensions in September 2006. Recipients of the Invalidity Pension aged 66 or over are 

automatically transferred to State Pension (Contributory) on reaching that age threshold.  

 Qualified Adult (QA) and Qualified Child (QC) increases are applicable. 
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The figure below shows the impact on the average weekly payment per recipient. 

 

Figure A4.21: Average weekly payment for Invalidity Pension, from 2001 to 2010 inclusive 

 

Illness Benefit   (10% of total SI Expenditure) 

 

Figure A4.22: Expenditure vs. Number of Recipients for Illness Benefit, from 2001 to 2010 inclusive 

 The payment of half/reduced rate benefit, in addition to Widow(er)’s Contributory 

Pension and One-Parent Family Payment, has been abolished for claims effective from 1 

February 2012. This impacts new claimants, claims commenced prior to this date may 

retain entitlement until their entitlement to the benefit is exhausted.  
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 If an individual has 260 weeks PRSI paid since he/she first began to work, he/she may 

be entitled to Illness Benefit for as long as he/she is unfit for work and under 66.  

 Since January 2009, if an individual has 260 or more PRSI contributions he/she can get 

Illness Benefit for a maximum of 2 years. This change does not affect people who were 

getting Illness Benefit before this date. 

 If an individual has between 104 and 259 weeks PRSI contributions paid, he/she may be 

entitled to Illness Benefit for up to 52 weeks. 

Weekly payment in 2012 for claims 
started in 2008 or before 

Weekly payment in 2012 for claims 
started in 2010 or after 

Average 
weekly 

earnings 

Personal 
rate 

Qualified 
adult 
rate 

Average 
weekly 

earnings 

Personal 
rate 

Qualified 
adult rate 

€150 or more €188 €124.80 €300 or more €188 €124.80 

€125 - €149.99 €147.30 €80.90 €220 - €299.99 €147.30 €80.90 

€80 - €124.99 €121.40 €80.90 €150 - €219.99 €121.40 €80.90 

less than €80 €84.50 €80.90 less than €150 €84.50 €80.90 

Table A4.3: Change in average weekly earnings requirements for Illness Benefit in 2012 

 Qualified Adult (QA) and Qualified Child (QC) increases are applicable. 

The figure below shows the impact on the average weekly payment per recipient. 

 

Figure A4.23: Average weekly payment for Illness Benefit, from 2001 to 2010 inclusive 
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Disablement Benefit   (0.8% of total SI Expenditure) 

 

Figure A4.24: Expenditure vs. Number of Recipients for Disablement Benefit, from 2001 to 2010 inclusive 

(data on expenditure are available only from 2005) 

 For the assessed degree of disablement of less than 20% of ability, a lump sum can be 

paid – otherwise a pension is paid. 

 New applicants for the benefit must have a disability classified at 15% or more to 

qualify for the payment starting from 01.01.2012. 

The figure below shows the change in the average weekly payment per recipient. 

 

Figure A4.25: Average weekly payment for Disablement Benefit, from 2001 to 2010 inclusive 
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Injury Benefit   (0.2% of total SI Expenditure) 

 

Figure A4.26: Expenditure vs. Number of Recipients for Injury Benefit, from 2001 to 2010 inclusive 

(data on expenditure are available only from 2005) 

 Qualified Adult (QA) and Qualified Child (QC) increases are applicable. 

 Can be made for up to 26 weeks. 

The figure below shows the impact on the average yearly payment per recipient. 
 

 

Figure A4.27: Average yearly payment for Injury Benefit, from 2001 to 2010 inclusive 
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Treatment Benefit   (1% of total SI Expenditure) 

 

Figure A4.28: Expenditure levels for Treatment Benefit, from 2001 to 2010 inclusive 

 This scheme allows a person to be qualified for Dental benefit, Optical benefit, Contact 

lenses or Hearing Aids subject to satisfying the Pay Related Social Insurance conditions.  

Jobseeker’s Benefit   (14% of total SI Expenditure) 

 

Figure A4.29: Expenditure vs. Number of Recipients for Jobseeker’s Benefit, from 2001 to 2010 inclusive 
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 Jobseeker's Benefit was previously called ‘Unemployment Benefit’ (the name of the 

payment changed in 2006). 

 Payment is made for up to 6 months if under age 18, up to 15 months if between ages 18 

and 65, or up to age 66 if aged 65 or over and not claiming SPT. 

 Since 15 October 2008, an individual with at least 260 paid contributions may be paid 

Jobseeker's Benefit for up to 12 months. If an individual has less than 260 paid 

contributions he/she may be paid Jobseeker's Benefit for up to 9 months. If he/she is 

under 18, he/she will only get Jobseeker's Benefit for a maximum of 6 months.  

 Since January 2009 the rates of the Jobseeker's Benefit are graduated according to 

earnings in the relevant tax year: a reduced rate is payable if average weekly earnings 

were under €300. 

 For each day that a person is unemployed, one-fifth of the normal rate of JB is payable 

since July 2012 (instead of being based on a 6-day week). Sunday working will be taken 

into account since January 2013. 

 Qualified Adult (QA) and Qualified Child (QC) increases are applicable. 

The figure below shows the impact on the average yearly payment per recipient. 

 
Figure A4.30: Average yearly payment for Jobseeker’s Benefit, from 2001 to 2010 inclusive 
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Household Benefit and Free Travel Insurance   (3% of total SI Expenditure) 

 

Figure A4.31: Expenditure levels for Household Benefits and Free Travel, from 2001 to 2010 inclusive 

 It was announced in Budget 2012 that new applicants for Carer's Allowance, who are 

not living with the person for whom they are providing care, will no longer be eligible 

for the Household Benefits Package (April 2012). 

 This is a set of allowances for old age people (66 and over) referred to as ‘Free 

Schemes’ in the 2007 Actuarial Review of the SIF. Persons qualified under Social 

Insurance are those aged over 70 or receiving a qualifying payment. Otherwise a person 

aged between 66 and 70 may satisfy a means test and be eligible for this benefit under 

Social Assistance. 

 Qualification conditions (or): 

 aged 70 or over; 

 getting Carer’s Allowance; 

 caring for a person who is receiving Prescribed Relative's Allowance or Constant 

Attendance Allowance; 

 aged between 66 and 70 and receiving SPC and live alone or only with certain 

excepted persons; 

 aged between 66 and 70 and receiving SPnC and live alone or only with certain 

excepted persons; 

 aged between 66 and 70 and receiving WCP and live alone or only with certain 

excepted persons; 
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 aged between 66 and 70 and satisfy a means test and live alone or only with certain 

excepted persons; 

 aged under 66 and receiving Invalidity Pension and live alone or only with certain 

excepted persons; 

 aged under 66 and receiving Blind Pension and live alone or only with certain 

excepted persons; 

 aged under 66 and receiving Incapacity Supplement and live alone or only with 

certain excepted persons; 

 aged under 66 and receiving Disability Allowance and live alone or only with 

certain excepted persons. 

Redundancy & Insolvency   (5% of total SI Expenditure) 

 

Figure A4.32: Expenditure levels for Redundancy and Insolvency, from 2001 to 2010 inclusive 

 The scheme is administered by the Department of Enterprise, Trade and Employment.  

 We note: 

 2007: 60% of employer’s statutory redundancy payments are met from the Fund – 

with the remaining 40% paid in cases of employer insolvency.   

 01.01.2012: The employer rebate of statutory redundancy payments made to 

employees is reduced to 15% (previously 60%). 
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Supplementary Statistics 

Unemployment Rate Analysis (2001 – 2011) 

It can be seen that the unemployment (UE) rate began to increase from 2008/ 2009. 

Long-Term Unemployment Rate 

The long-term rate is increasing each year and the seasonal trends look identical:  

 

Figure A4.33: Long-term quarterly unemployment rates, from Oct-2000 to Dec-2011 

Short-Term Unemployment Rate 

The short-term rate began to increase earlier in 2008, reached its peak in mid-2009 and has 

been decreasing since the end of 2009. 

 

Figure A4.34: Sort-term quarterly unemployment rates, from Oct-2000 to Dec-2011 
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Overall Unemployment  Rate 

The overall unemployment rate has been increasing since 2008 but the pace of growth 

decreased during two recent years (2010-2011). Again there are no significant seasonal 

differences. 

 

Figure A4.35: Overall quarterly unemployment rates, from Oct-2000 to Dec-2011 

The short-term unemploymnt rate has tended to be greater than the long-term rate -  it began 

to increase earlier, since the begining of 2008, but appears to have reached its peak in 2009 

and has been decreasing for the past two years. The long-term unemployment  rate began to 

increase a year later, in 2009, and is greater than the short-term rate since end of 2010, but 

the pace of growth has reduced in 2010 and 2011.  

 

Figure A4.36: Trends of long-term and short-term unemployment rates, from Oct-2000 to Dec-2011 
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On the following graph 2009-2011 trends can be seen. Increasing long-term Unemployment 

trend crosses over the short-term trend in the 4
th
 quarter of 2010. The total unemployment 

rate continues to increase from 12.4% in the 4
th
 quarter of 2009 to 14.3% in the 4

th
 quarter of 

2011. 

 

Figure A4.37: Unemployment rates trends, from Jul-2009 to Dec-2011 

 

Historic Labour force participation rate trends 

The table below shows the history of labour force participation rates changes in Ireland over 

past decades. 

Age 
group 

1985 1990 1995 2000 2005 2009 

  Males 

15 to 64 82.3 78.8 76.1 79.3 80.6 78.1 

25 to 54 94.3 93.3 90.9 92.0 92.1 89.5 

55 - 64 73.6 66.5 65.0 64.6 67.7 66.2 

  Females 

15 to 64 39.1 41.9 47.1 55.6 60.8 62.4 

25 to 54 37.0 45.1 54.8 64.9 69.6 71.7 

55 - 64 18.9 18.9 21.0 27.7 38.2 42.8 

  Total 

15 to 64 50.9 60.7 61.6 67.5 70.8 70.2 

25 to 54 66.1 69.6 72.8 78.4 80.9 80.6 

55 - 64 45.8 42.6 43.0 46.3 53.1 54.6 

Table A4.3: Labour force participation rates by age groups by gender and total 

 Participation rates of men aged 55 to 64 which had recorded a steady decline between 

1985 and 2011 are showing clear signs of a reversal mostly due to pension reforms. 

 Female participation rates have steadily increased over the past twenty five years. 

 Participation rates of young people (aged 15 to 24 years) have declined mostly due to 

longer staying in school. 

2009                                                        2010                                                                                             2011 
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Given these trends the main drivers of changes in the total participation rates will be 

changes in the labour force attachment of prime-age women, older workers (especially) men 

and, to a lesser extent, young people. 
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A.5 Population and Labour Force Projections 

The summary of our population and labour force projections – numbers and profile under a 

range of stress tests is included here. 

The table below details the different stress scenarios that we examined: 

Ref Scenario 

1 Base scenario: Europop 2010 demographic projections with Census 2011 overlay and CSO mortality 
improvement projections  

2 Higher Migration: 10% higher net migration 

3 Lower Migration: 10% lower net migration 

4 Fertility Higher: Fertility rate is 2.1 p.a. 

5 Fertility Lower: A decline in the total fertility rate from 2.07 in 2010 to 1.85 by 2015  and to 1.65 by 2020, 
remaining constant thereafter 

6 Combination of scenarios 2 & 4: Higher Migration and Higher Fertility 

7 Combination of scenarios 3 & 5: Lower Migration and Lower Fertility 

8 Zero Migration 

9 Higher Longevity: Mortality improvements continue post 2036 at the average improvement rate assumed 
between 2005 and 2036 i.e. 3% pa males and 2.4%  females. (The base CSO mortality improvements 
post 2036 are 1.5% p.a. for both males and females) 

10 Lower Longevity: Mortality improvement rates underlying the life expectancies contained in the Europop / 
Ageing report 

 Table A5.1: Summary of Stress Scenarios 

Below we summarise the results of each scenario in the form of a table which shows the 

total projected population (in thousands) in future years split into three 3 age categories: 

from 0 to 19 years old (0 – 19), from 20 to 64 years old (20 – 64) and 65 years old and over 

(65+). 

The tables also contain the percentage split of the total population in each age category and 

the pensioner support ratio (SR) which is the ratio of those aged 65+ to those in the 20-64 

age category. For each alternative scenario we included a table which compares the results 

of the population projections under the stress scenario against the base scenario. 

Age Group 2010 2020 2030 2040 2050 2060 

0 - 19 1,238 1,399 1,410 1,434 1,568 1,597 

20 - 64 2,727 2,893 3,121 3,301 3,341 3,598 

65 + 514 750 1,034 1,341 1,624 1,681 

Total 4,479 5,042 5,565 6,076 6,533 6,876 

Share of the total population         

0 - 19 28% 28% 25% 24% 24% 23% 

20 - 64 61% 57% 56% 54% 51% 52% 

65 + 11% 15% 19% 22% 25% 24% 

Pensioner SR 5.3 3.9 3.0 2.5 2.1 2.1 

Table A5.2: Population distribution under Base Case scenario (in thousands) 
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Higher Migration: 10% higher net migration 

 Distribution of migration assumes distribution is higher at younger and middle ages and 

also a post retirement peak. 

 Higher proportion of migration at younger ages outweighs that of post retirement 

migration. 

 This results in a slight change in population breakdown with a higher proportion of 

people under the age of 65 and a lower proportion of pensioners by 2060 compared with 

the base scenario. 

 This results in a marginally improved pensioner support ratio in 2060 from 2.1 in the 

base scenario to 2.2 in the stress scenario. 

Age Group 2010 2020 2030 2040 2050 2060 

0 - 19 1,238 1,404 1,422 1,456 1,597 1,630 

20 - 64 2,727 2,900 3,144 3,340 3,400 3,676 

65 + 514 750 1,034 1,341 1,625 1,687 

Total 4,479 5,054 5,599 6,137 6,622 6,993 

Share of the total population         

0 - 19 28% 28% 25% 24% 24% 23% 

20 - 64 61% 57% 56% 54% 51% 53% 

65 + 11% 15% 18% 22% 25% 24% 

Pensioner SR 5.3 3.9 3.0 2.5 2.1 2.2 

Table A5.3: Population distribution under Higher Migration scenario (in thousands) 

 

Age Group 2010 2020 2030 2040 2050 2060 

0 - 19 100% 100% 101% 102% 102% 102% 

20 - 64 100% 100% 101% 101% 102% 102% 

65 + 100% 100% 100% 100% 100% 100% 

Total 100% 100% 101% 101% 101% 102% 

Share of the total population         

0 - 19 100% 100% 100% 101% 101% 100% 

20 - 64 100% 100% 100% 100% 100% 100% 

65 + 100% 100% 99% 99% 99% 99% 

Pensioner SR 100% 100% 101% 101% 102% 102% 

Table A5.4: Population distribution under Higher Migration scenario vs. Base Case scenario 
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Lower Migration: 10% lower net migration 

 Opposite effect to previous scenario i.e. increase in pension age population relative to 

the base scenario and a reduction in working age population relative to the base case. 

 Lower migration therefore has the effect of marginally decreasing the pensioner support 

ratio relative to the base scenario. 

Age Group 2010 2020 2030 2040 2050 2060 

0 - 19 1,238 1,394 1,399 1,412 1,538 1,563 

20 - 64 2,727 2,885 3,098 3,262 3,283 3,520 

65 + 514 750 1,034 1,341 1,624 1,676 

Total 4,479 5,030 5,531 6,015 6,445 6,759 

Share of the total population         

0 - 19 28% 28% 25% 23% 24% 23% 

20 - 64 61% 57% 56% 54% 51% 52% 

65 + 11% 15% 19% 22% 25% 25% 

Pensioner SR 5.3 3.8 3.0 2.4 2.0 2.1 

Table A5.5: Population distribution under Lower Migration scenario (in thousands) 

 

Age Group 2010 2020 2030 2040 2050 2060 

0 - 19 100% 100% 99% 98% 98% 98% 

20 - 64 100% 100% 99% 99% 98% 98% 

65 + 100% 100% 100% 100% 100% 100% 

Total 100% 100% 99% 99% 99% 98% 

Share of the total population         

0 - 19 100% 100% 100% 99% 99% 100% 

20 - 64 100% 100% 100% 100% 100% 100% 

65 + 100% 100% 101% 101% 101% 101% 

Pensioner SR 100% 100% 99% 99% 98% 98% 

Table A5.6: Population distribution under Lower Migration scenario vs. Base Case scenario 
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Fertility Higher: Fertility rate is 2.1 p.a. 

 Base scenario fertility rate is 2.07 in 2010, decreasing gradually to 1.99 p.a. by 2060. 

 The impact of the higher fertility scenario is small until the latter years of the projection. 

 Effect on pensioner support ratio in 2060 is similar to 10% higher migration scenario. 

Age Group 2010 2020 2030 2040 2050 2060 

0 - 19 1,238 1,412 1,442 1,481 1,642 1,701 

20 - 64 2,727 2,893 3,121 3,314 3,373 3,658 

65 + 514 750 1,034 1,341 1,624 1,681 

Total 4,479 5,055 5,597 6,136 6,639 7,041 

Share of the total population         

0 - 19 28% 28% 26% 24% 25% 24% 

20 - 64 61% 57% 56% 54% 51% 52% 

65 + 11% 15% 18% 22% 24% 24% 

Pensioner SR 5.3 3.9 3.0 2.5 2.1 2.2 

Table A5.7: Population distribution under Fertility Higher scenario (in thousands) 

 

Age Group 2010 2020 2030 2040 2050 2060 

0 - 19 100% 101% 102% 103% 105% 107% 

20 - 64 100% 100% 100% 100% 101% 102% 

65 + 100% 100% 100% 100% 100% 100% 

Total 100% 100% 101% 101% 102% 102% 

Share of the total population         

0 - 19 100% 101% 102% 102% 103% 104% 

20 - 64 100% 100% 99% 99% 99% 99% 

65 + 100% 100% 99% 99% 98% 98% 

Pensioner SR 100% 100% 100% 100% 101% 102% 

Table A5.8: Population distribution under Fertility Higher scenario vs. Base Case scenario 
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Fertility Lower: A decline in the total fertility rate from 2.07 in 2010 to 1.85 by 2015  and 

to 1.65 by 2020, remaining constant thereafter 

 Percentage of projected 2060 population under 65 is 72% in this scenario – this 

compares to 78% in the base scenario. 

 Percentage of population over 65 in 2060 increases from 24% to 28%. 

 Combination of the above effects decreases the pensioner support ratio from 2.1 (base) 

to 1.9. 

Age Group 2010 2020 2030 2040 2050 2060 

0 - 19 1,238 1,311 1,195 1,158 1,226 1,174 

20 - 64 2,727 2,893 3,121 3,213 3,127 3,236 

65 + 514 750 1,034 1,341 1,624 1,681 

Total 4,479 4,954 5,350 5,712 5,977 6,091 

Share of the total population         

0 - 19 28% 26% 22% 20% 21% 19% 

20 - 64 61% 58% 58% 56% 52% 53% 

65 + 11% 15% 19% 23% 27% 28% 

Pensioner SR 5.3 3.9 3.0 2.4 1.9 1.9 

Table A5.9: Population distribution under Lower Fertility scenario (in thousands) 

 

Age Group 2010 2020 2030 2040 2050 2060 

0 - 19 100% 94% 85% 81% 78% 74% 

20 - 64 100% 100% 100% 97% 94% 90% 

65 + 100% 100% 100% 100% 100% 100% 

Total 100% 98% 96% 94% 91% 89% 

Share of the total population         

0 - 19 100% 95% 88% 86% 85% 83% 

20 - 64 100% 102% 104% 104% 102% 102% 

65 + 100% 102% 104% 106% 109% 113% 

Pensioner SR 100% 100% 100% 97% 94% 90% 

Table A5.10: Population distribution under Lower Fertility scenario vs. Base Case scenario 
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Combination of scenarios: Higher Migration and Higher Fertility 

 Distribution of migration assumes distribution is higher at younger and middle ages and 

also a post retirement peak. 

 Therefore the impact of the higher fertility scenario is small until the latter years of the 

projection. 

 On their own these stresses have minimal impact on breakdown of population – 

combined impact is higher. 

Age Group 2010 2020 2030 2040 2050 2060 

0 - 19 1,238 1,417 1,454 1,504 1,672 1,737 

20 - 64 2,727 2,900 3,144 3,353 3,432 3,736 

65 + 514 750 1,034 1,341 1,625 1,687 

Total 4,479 5,067 5,632 6,198 6,729 7,160 

Share of the total population         

0 - 19 28% 28% 26% 24% 25% 24% 

20 - 64 61% 57% 56% 54% 51% 52% 

65 + 11% 15% 18% 22% 24% 24% 

Pensioner SR 5.3 3.9 3.0 2.5 2.1 2.2 

Table A5.11: Population distribution under combination of Higher Migration and Higher Fertility (in 

thousands) 

 

Age Group 2010 2020 2030 2040 2050 2060 

0 - 19 100% 101% 103% 105% 107% 109% 

20 - 64 100% 100% 101% 102% 103% 104% 

65 + 100% 100% 100% 100% 100% 100% 

Total 100% 100% 101% 102% 103% 104% 

Share of the total population         

0 - 19 100% 101% 102% 103% 104% 104% 

20 - 64 100% 100% 100% 100% 100% 100% 

65 + 100% 100% 99% 98% 97% 96% 

Pensioner SR 100% 100% 101% 102% 103% 103% 

Table A5.12: Population distribution under combination of Higher Migration and Higher Fertility vs. 

Base Case scenario 
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Combination of scenarios: Lower Migration & Lower Fertility 

 Lower migration therefore has the effect of decreasing pensioner support ratio relative 

to the base scenario. 

 Impact of 10% lower fertility on distribution of population between age categories is 

higher than impact of 10% lower migration. 

 Significant reduction in projected pensioner support ratio from 2.1 (base) to 1.9. 

Age Group 2010 2020 2030 2040 2050 2060 

0 - 19 1,238 1,306 1,185 1,140 1,201 1,147 

20 - 64 2,727 2,885 3,098 3,174 3,070 3,161 

65 + 514 750 1,034 1,341 1,624 1,676 

Total 4,479 4,942 5,317 5,654 5,895 5,984 

Share of the total population         

0 - 19 28% 26% 22% 20% 20% 19% 

20 - 64 61% 58% 58% 56% 52% 53% 

65 + 11% 15% 19% 24% 28% 28% 

Pensioner SR 5.3 3.8 3.0 2.4 1.9 1.9 

Table A5.13: Population distribution under combination of Lower Migration and Lower Fertility (in 

thousands) 

 

Age Group 2010 2020 2030 2040 2050 2060 

0 - 19 100% 93% 84% 79% 77% 72% 

20 - 64 100% 100% 99% 96% 92% 88% 

65 + 100% 100% 100% 100% 100% 100% 

Total 100% 98% 96% 93% 90% 87% 

Share of the total population         

0 - 19 100% 95% 88% 85% 85% 83% 

20 - 64 100% 102% 104% 103% 102% 101% 

65 + 100% 102% 105% 107% 111% 115% 

Pensioner SR 100% 100% 99% 96% 92% 88% 

Table A5.14: Population distribution under combination of Lower Migration and Lower Fertility vs. Base 

Case scenario 
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Zero Migration 

 Zero net migration results in a redistribution of projected population breakdown (in age 

categories: 0-19, 20-64 and 65+) in 2060 from 23%, 52%, 24% to 22%, 50%, 28%. 

 Projected 2060 pensioner support ratio reduces from 2.1 to 1.8. 

Age Group 2010 2020 2030 2040 2050 2060 

0 - 19 1,238 1,385 1,341 1,260 1,311 1,303 

20 - 64 2,727 2,872 2,958 2,992 2,857 2,910 

65 + 514 750 1,034 1,341 1,626 1,661 

Total 4,479 5,007 5,333 5,594 5,794 5,873 

Share of the total population         

0 - 19 28% 28% 25% 23% 23% 22% 

20 - 64 61% 57% 55% 53% 49% 50% 

65 + 11% 15% 19% 24% 28% 28% 

Pensioner SR 5.3 3.8 2.9 2.2 1.8 1.8 

Table A5.15: Population distribution under Zero Migration scenario (in thousands) 

 

Age Group 2010 2020 2030 2040 2050 2060 

0 - 19 100% 99% 95% 88% 84% 82% 

20 - 64 100% 99% 95% 91% 86% 81% 

65 + 100% 100% 100% 100% 100% 99% 

Total 100% 99% 96% 92% 89% 85% 

Share of the total population         

0 - 19 100% 100% 99% 95% 94% 95% 

20 - 64 100% 100% 99% 98% 96% 95% 

65 + 100% 101% 104% 109% 113% 116% 

Pensioner SR 100% 99% 95% 91% 85% 82% 

Table A5.16: Population distribution under Zero Migration scenario vs. Base Case scenario 
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Higher Longevity: Mortality improvements continue post 2036 at the average 

improvement rate assumed between 2005 and 2036  

3% p.a. for males and 2.4% p.a. for females mortality improvements assumed.  The base 

scenario mortality improvements post 2036 are 1.5% p.a. for both males and females. 

 Improved mortality has minimal impact on population numbers under the age of 65. 

 Numbers of people 65+ increases due to longer life expectancy. 

 Pensioner support ratio reduces by 4% in 2060 from 2.14 (base) to 2.06. 

Age Group 2010 2020 2030 2040 2050 2060 

0 - 19 1,238 1,399 1,410 1,434 1,568 1,598 

20 - 64 2,727 2,893 3,121 3,301 3,343 3,603 

65 + 514 750 1,034 1,343 1,653 1,752 

Total 4,479 5,042 5,565 6,078 6,564 6,953 

Share of the total population         

0 - 19 28% 28% 25% 24% 24% 23% 

20 - 64 61% 57% 56% 54% 51% 52% 

65 + 11% 15% 19% 22% 25% 25% 

Pensioner SR 5.3 3.9 3.0 2.5 2.0 2.1 

Table A5.17: Population distribution under Higher Longevity scenario (in thousands) 

 

Age Group 2010 2020 2030 2040 2050 2060 

0 - 19 100% 100% 100% 100% 100% 100% 

20 - 64 100% 100% 100% 100% 100% 100% 

65 + 100% 100% 100% 100% 102% 104% 

Total 100% 100% 100% 100% 100% 101% 

Share of the total population         

0 - 19 100% 100% 100% 100% 100% 99% 

20 - 64 100% 100% 100% 100% 100% 99% 

65 + 100% 100% 100% 100% 101% 103% 

Pensioner SR 100% 100% 100% 100% 98% 96% 

Table A5.18: Population distribution under Higher Longevity scenario vs. Base Case scenario 
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Lower Longevity: Mortality improvement rates underlying the life expectancies contained 

in the Europop / Ageing report 

 Mortality change has minimal impact on population numbers under the age of 65. 

 Numbers of people 65+ decreased due to shorter life expectancy. 

 Consequent improvement in pensioner support ratio from 2.1 (base) to 2.4. 

Age Group 2010 2020 2030 2040 2050 2060 

0 - 19 1,238 1,398 1,409 1,433 1,567 1,596 

20 - 64 2,727 2,881 3,099 3,274 3,315 3,570 

65 + 514 710 943 1,203 1,454 1,491 

Total 4,479 4,990 5,451 5,909 6,335 6,657 

Share of the total population         

0 - 19 28% 28% 26% 24% 25% 24% 

20 - 64 61% 58% 57% 55% 52% 54% 

65 + 11% 14% 17% 20% 23% 22% 

Pensioner SR 5.3 4.1 3.3 2.7 2.3 2.4 

Table A5.19: Population distribution under Lower Longevity scenario (in thousands) 

 

Age Group 2010 2020 2030 2040 2050 2060 

0 - 19 100% 100% 100% 100% 100% 100% 

20 - 64 100% 100% 99% 99% 99% 99% 

65 + 100% 95% 91% 90% 90% 89% 

Total 100% 99% 98% 97% 97% 97% 

Share of the total population         

0 - 19 100% 101% 102% 103% 103% 103% 

20 - 64 100% 101% 101% 102% 102% 102% 

65 + 100% 96% 93% 92% 92% 92% 

Pensioner SR 100% 105% 109% 111% 111% 112% 

Table A5.20: Population distribution under Lower Longevity scenario vs. Base Case scenario 
 
 

 

 

 

 

 

 

 

 



 

 

Department of Social Protection  

Actuarial Review of the Social Insurance Fund 2010 

7 June 2012 

ABCD 

151 

A.6 Detailed Projections on the principal and variant assumptions 

Detailed projections of income and expenditure-Base Case 

The below table shows the detailed contribution income and individual expenditure for each benefit type for a range of future years under 

the base case scenario. 

  2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2030 2040 2050 2060 2066 

Total Receipts 7.544 7.087 7.194 7.496 7.647 7.896 8.144 8.365 8.617 8.900 11.779 14.346 16.922 20.747 23.542 

Expenditure                               

State Pension (Contributory) 3.630 3.759 4.197 4.481 4.783 5.172 5.584 6.012 6.486 6.927 11.009 17.956 26.746 33.233 36.562 

State Pension (Transition) 0.132 0.154 0.175 0.089 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 

Widows'/ Widowers/ Surviving Civil  1.342 1.349 1.360 1.380 1.401 1.451 1.502 1.553 1.603 1.654 2.181 2.861 3.728 4.715 5.348 

Bereavement Grant and Death Benefit 0.027 0.026 0.026 0.027 0.027 0.028 0.029 0.029 0.030 0.031 0.040 0.051 0.063 0.078 0.087 

Jobseekers' 0.929 0.773 0.726 0.691 0.635 0.612 0.591 0.593 0.590 0.581 0.435 0.561 0.635 0.782 0.881 

Deserted Wife's 0.086 0.083 0.084 0.082 0.079 0.078 0.077 0.076 0.074 0.073 0.056 0.034 0.011 0.001 0.000 

Maternity Benefit 0.309 0.312 0.306 0.303 0.297 0.296 0.293 0.289 0.285 0.283 0.328 0.472 0.553 0.620 0.693 

Redundancy & Insolvency 0.327 0.247 0.180 0.180 0.176 0.170 0.164 0.164 0.163 0.161 0.120 0.155 0.176 0.217 0.244 

Treatment Benefits 0.025 0.023 0.023 0.024 0.024 0.025 0.025 0.026 0.027 0.028 0.036 0.045 0.056 0.069 0.077 

Partial Capacity Benefit 0.000 0.013 0.033 0.039 0.039 0.041 0.042 0.043 0.044 0.046 0.059 0.074 0.093 0.114 0.127 

Illness Benefit 0.886 0.858 0.767 0.770 0.738 0.725 0.707 0.695 0.685 0.681 0.795 0.876 0.926 0.944 0.991 

Invalidity Pension 0.608 0.628 0.638 0.724 0.757 0.773 0.777 0.785 0.791 0.800 1.049 1.170 1.231 1.238 1.312 

Disablement Benefit 0.120 0.114 0.115 0.116 0.118 0.121 0.125 0.128 0.132 0.136 0.175 0.222 0.277 0.338 0.379 

Child-related payment 0.018 0.018 0.018 0.017 0.017 0.017 0.017 0.017 0.017 0.017 0.021 0.027 0.032 0.036 0.041 

Household benefits package/Fuel 
Allowance 

0.312 0.280 0.292 0.304 0.317 0.335 0.354 0.374 0.395 0.417 0.673 1.015 1.439 1.725 1.929 

Administration 0.279 0.278 0.278 0.278 0.278 0.283 0.288 0.293 0.298 0.304 0.354 0.411 0.477 0.554 0.605 

Total Expenditure 9.029 8.915 9.218 9.504 9.687 10.126 10.575 11.079 11.624 12.138 17.330 25.931 36.445 44.664 49.278 

                                
Excess of Expenditure over Income  1.485 1.828 2.024 2.008 2.039 2.230 2.431 2.714 3.006 3.238 5.551 11.585 19.524 23.917 25.736 

as a % of GNP 1.1% 1.4% 1.5% 1.5% 1.5% 1.6% 1.7% 1.8% 2.0% 2.1% 2.6% 4.4% 6.2% 6.1% 5.7% 

Table A6.1: Income and detailed expenditure under Base Case scenario (€ billions) 



 

 

Department of Social Protection  

Actuarial Review of the Social Insurance Fund 2010 

7 June 2012 

ABCD 

152 

 

The below tables give detailed contribution income and long/ short term expenditure under each of the stressed scenarios considered in the 

previous section at different spot years. 

Higher Migration: 10% higher net migration 

  2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2030 2040 2050 2060 2066 

Total Receipts 6.7 7.5 7.1 7.2 7.5 7.7 7.9 8.2 8.4 8.6 8.9 11.9 14.5 17.2 21.2 24.1 

Expenditure                                  

Pensions 4.9 5.1 5.3 5.8 6.0 6.2 6.7 7.1 7.6 8.1 8.6 13.2 20.9 30.6 38.1 42.2 

Other Short Term Benefits 4.3 3.6 3.3 3.2 3.3 3.2 3.2 3.2 3.2 3.2 3.2 3.8 4.7 5.5 6.2 6.8 

Administration 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.4 0.4 0.5 0.6 0.6 

Total Expenditure 9.4 9.0 8.9 9.2 9.5 9.7 10.1 10.6 11.1 11.6 12.1 17.3 26.0 36.5 44.8 49.6 

Excess of Expenditure over Income  2.7 1.5 1.8 2.0 2.0 2.0 2.2 2.4 2.7 3.0 3.2 5.5 11.5 19.3 23.7 25.5 

as a % of GNP 2.2% 1.1% 1.4% 1.5% 1.5% 1.5% 1.6% 1.7% 1.8% 2.0% 2.1% 2.6% 4.3% 6.1% 6.0% 5.7% 

 Table A6.2: Income and detailed expenditure under Higher Migration scenario (€ billions) 
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Lower Migration: 10% lower net migration 

  2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2030 2040 2050 2060 2066 

Total Receipts 6.7 7.5 7.1 7.2 7.5 7.6 7.9 8.1 8.4 8.6 8.9 11.7 14.2 16.6 20.3 23.0 

Expenditure                                  

Pensions 4.9 5.1 5.3 5.8 6.0 6.2 6.7 7.1 7.6 8.1 8.6 13.2 20.9 30.5 37.9 41.8 

Other Short Term Benefits 4.3 3.6 3.3 3.2 3.2 3.2 3.2 3.2 3.2 3.2 3.2 3.7 4.6 5.4 6.0 6.6 

Administration 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.4 0.4 0.5 0.6 0.6 

Total Expenditure 9.4 9.0 8.9 9.2 9.5 9.7 10.1 10.6 11.1 11.6 12.1 17.3 25.9 36.4 44.5 49.0 

Excess of Expenditure over Income  2.7 1.5 1.8 2.0 2.0 2.0 2.2 2.4 2.7 3.0 3.3 5.6 11.7 19.7 24.2 26.0 

as a % of GNP 2.2% 1.1% 1.4% 1.5% 1.5% 1.5% 1.6% 1.7% 1.8% 2.0% 2.1% 2.6% 4.4% 6.3% 6.2% 5.8% 

 Table A6.3: Income and detailed expenditure under Lower Migration scenario (€ billions) 

 

Fertility Higher: Fertility rate = 2.1 p.a. 

  2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2030 2040 2050 2060 2066 

Total Receipts 6.7 7.5 7.1 7.2 7.5 7.6 7.9 8.1 8.4 8.6 8.9 11.8 14.4 17.1 21.1 24.1 

Expenditure                                  

Pensions 4.9 5.1 5.3 5.8 6.0 6.2 6.7 7.1 7.6 8.1 8.6 13.2 20.9 30.5 38.0 42.0 

Other Short Term Benefits 4.3 3.6 3.3 3.2 3.3 3.2 3.2 3.2 3.2 3.2 3.2 3.8 4.7 5.5 6.2 6.8 

Administration 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.4 0.4 0.5 0.6 0.6 

Total Expenditure 9.4 9.0 8.9 9.2 9.5 9.7 10.1 10.6 11.1 11.6 12.1 17.3 26.0 36.5 44.8 49.4 

Excess of Expenditure over Income  2.7 1.5 1.8 2.0 2.0 2.0 2.2 2.4 2.7 3.0 3.2 5.6 11.6 19.4 23.7 25.3 

as a % of GNP 2.2% 1.1% 1.4% 1.5% 1.5% 1.5% 1.6% 1.7% 1.8% 2.0% 2.1% 2.6% 4.4% 6.2% 6.0% 5.6% 

 Table A6.4: Income and detailed expenditure under Fertility Higher scenario (€ billions) 
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Fertility Lower: A decline in the total fertility rate from 2.07 in 2010 to 1.85 by 2015 and 

to 1.65 by 2020, remaining constant thereafter 

  2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2030 2040 2050 2060 2066 

Total Receipts 6.7 7.5 7.1 7.2 7.5 7.6 7.9 8.1 8.4 8.6 8.9 11.8 14.0 15.9 18.7 20.6 

Expenditure                                  

Pensions 4.9 5.1 5.3 5.8 6.0 6.2 6.7 7.1 7.6 8.1 8.6 13.2 20.9 30.5 37.9 41.8 

Other Short Term Benefits 4.3 3.6 3.3 3.2 3.2 3.2 3.2 3.2 3.2 3.2 3.2 3.7 4.5 5.2 5.7 6.2 

Administration 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.4 0.4 0.5 0.6 0.6 

Total Expenditure 9.4 9.0 8.9 9.2 9.5 9.7 10.1 10.6 11.1 11.6 12.1 17.3 25.8 36.1 44.1 48.6 

Excess of Expenditure over Income  2.7 1.5 1.8 2.0 2.0 2.0 2.2 2.4 2.7 3.0 3.2 5.5 11.8 20.3 25.4 28.0 

as a % of GNP 2.2% 1.1% 1.4% 1.5% 1.5% 1.5% 1.6% 1.7% 1.8% 2.0% 2.1% 2.6% 4.5% 6.4% 6.5% 6.2% 

 Table A6.5: Income and detailed expenditure under Fertility Lower scenario (€ billions) 

 

Combination of scenarios: Higher Migration and Higher Fertility 

  2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2030 2040 2050 2060 2066 

Total Receipts 6.7 7.5 7.1 7.2 7.5 7.7 7.9 8.2 8.4 8.6 8.9 11.9 14.6 17.4 21.5 24.6 

Expenditure                                  

Pensions 4.9 5.1 5.3 5.8 6.0 6.2 6.7 7.1 7.6 8.1 8.6 13.2 20.9 30.6 38.2 42.3 

Other Short Term Benefits 4.3 3.6 3.3 3.2 3.3 3.2 3.2 3.2 3.2 3.2 3.2 3.8 4.7 5.5 6.2 6.9 

Administration 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.4 0.4 0.5 0.6 0.6 

Total Expenditure 9.4 9.0 8.9 9.2 9.5 9.7 10.1 10.6 11.1 11.6 12.1 17.4 26.0 36.6 45.0 49.7 

Excess of Expenditure over Income  2.7 1.5 1.8 2.0 2.0 2.0 2.2 2.4 2.7 3.0 3.2 5.5 11.4 19.2 23.4 25.1 

as a % of GNP 2.2% 1.1% 1.4% 1.5% 1.5% 1.5% 1.6% 1.7% 1.8% 2.0% 2.1% 2.6% 4.3% 6.1% 6.0% 5.6% 

 Table A6.6: Income and detailed expenditure under Higher Migration and Higher Fertility scenario (€ billions) 
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Combination of scenarios: Lower Migration and Lower Fertility 

  2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2030 2040 2050 2060 2066 

Total Receipts 6.7 7.5 7.1 7.2 7.5 7.6 7.9 8.1 8.4 8.6 8.9 11.7 13.8 15.6 18.3 20.1 

Expenditure                                  

Pensions 4.9 5.1 5.3 5.8 6.0 6.2 6.7 7.1 7.6 8.1 8.6 13.2 20.8 30.5 37.8 41.6 

Other Short Term Benefits 4.3 3.6 3.3 3.2 3.2 3.2 3.2 3.2 3.2 3.2 3.2 3.7 4.5 5.1 5.6 6.1 

Administration 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.4 0.4 0.5 0.6 0.6 

Total Expenditure 9.4 9.0 8.9 9.2 9.5 9.7 10.1 10.6 11.1 11.6 12.1 17.2 25.7 36.1 44.0 48.3 

Excess of Expenditure over Income  2.7 1.5 1.8 2.0 2.0 2.0 2.2 2.4 2.7 3.0 3.2 5.6 11.9 20.5 25.7 28.2 

as a % of GNP 2.2% 1.1% 1.4% 1.5% 1.5% 1.5% 1.6% 1.7% 1.8% 2.0% 2.1% 2.6% 4.5% 6.5% 6.5% 6.2% 

 Table A6.7: Income and detailed expenditure under Lower Migration and Lower Fertility scenario (€ billions) 

 

Zero Migration 

  2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2030 2040 2050 2060 2066 

Total Receipts 6.7 7.5 7.1 7.2 7.5 7.7 7.9 8.1 8.4 8.6 8.8 11.2 13.0 14.6 16.9 18.7 

Expenditure                                  

Pensions 4.9 5.1 5.3 5.8 6.0 6.2 6.7 7.1 7.6 8.1 8.6 13.2 20.8 30.4 37.6 41.0 

Other Short Term Benefits 4.3 3.6 3.4 3.2 3.3 3.2 3.2 3.2 3.2 3.2 3.2 3.6 4.4 5.0 5.5 5.9 

Administration 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.4 0.4 0.5 0.6 0.6 

Total Expenditure 9.4 9.0 8.9 9.2 9.5 9.7 10.1 10.6 11.1 11.6 12.1 17.2 25.6 35.9 43.6 47.5 

Excess of Expenditure over Income  2.7 1.5 1.8 2.0 2.0 2.0 2.2 2.4 2.7 3.0 3.3 6.0 12.6 21.4 26.8 28.8 

as a % of GNP 2.2% 1.1% 1.4% 1.5% 1.5% 1.5% 1.6% 1.7% 1.8% 2.0% 2.1% 2.8% 4.7% 6.8% 6.8% 6.4% 

 Table A6.8: Income and detailed expenditure under Zero Migration scenario (€ billions) 
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Higher Longevity: Additional mortality improvements such that improvements to mortality rates post 2036 continue at pre 2036 rates 

  2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2030 2040 2050 2060 2066 

Total Receipts 6.7 7.5 7.1 7.2 7.5 7.6 7.9 8.1 8.4 8.6 8.9 11.8 14.3 16.9 20.8 23.6 

Expenditure                                  

Pensions 4.9 5.1 5.3 5.8 6.0 6.2 6.7 7.1 7.6 8.1 8.6 13.2 20.9 31.1 39.7 44.5 

Other Short Term Benefits 4.3 3.6 3.3 3.2 3.2 3.2 3.2 3.2 3.2 3.2 3.2 3.7 4.7 5.5 6.2 6.8 

Administration 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.4 0.4 0.5 0.6 0.6 

Total Expenditure 9.4 9.0 8.9 9.2 9.5 9.7 10.1 10.6 11.1 11.6 12.1 17.3 26.0 37.0 46.4 51.9 

Excess of Expenditure over Income  2.7 1.5 1.8 2.0 2.0 2.0 2.2 2.4 2.7 3.0 3.2 5.6 11.6 20.1 25.6 28.3 

as a % of GNP 2.2% 1.1% 1.4% 1.5% 1.5% 1.5% 1.6% 1.7% 1.8% 2.0% 2.1% 2.6% 4.4% 6.4% 6.5% 6.3% 

Table A6.9: Income and detailed expenditure under Higher Longevity scenario (€ billions) 

 

Lower Longevity: Mortality improvement rates underlying the life expectancies contained in the Europop / Ageing report 

  2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2030 2040 2050 2060 2066 

Total Receipts 6.7 7.5 7.1 7.2 7.5 7.6 7.9 8.1 8.4 8.6 8.9 11.8 14.3 16.9 20.8 23.6 

Expenditure                                  

Pensions 4.9 5.1 5.3 5.7 5.9 6.0 6.4 6.9 7.3 7.7 8.2 12.0 18.5 27.1 33.4 36.7 

Other Short Term Benefits 4.3 3.6 3.3 3.2 3.2 3.2 3.2 3.2 3.2 3.2 3.2 3.7 4.7 5.5 6.2 6.8 

Administration 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.4 0.4 0.5 0.6 0.6 

Total Expenditure 9.4 9.0 8.9 9.1 9.4 9.5 9.9 10.3 10.8 11.2 11.7 16.1 23.6 33.0 40.1 44.1 

Excess of Expenditure over Income  2.7 1.5 1.8 1.9 1.9 1.9 2.0 2.2 2.4 2.6 2.8 4.3 9.2 16.1 19.3 20.5 
as a % of GNP 2.2% 1.1% 1.4% 1.5% 1.4% 1.4% 1.4% 1.5% 1.6% 1.7% 1.8% 2.0% 3.5% 5.1% 4.9% 4.6% 

Table A6.10: Income and detailed expenditure under Lower Longevity scenario (€ billions) 
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Breakdown of future pension and non-pension related benefits at 10 year intervals 

The following charts show the projected changes in the Fund’s expenditure profile at ten-

year intervals. It can be seen that the pensions’ share of Fund expenditure is expected to 

increase from 52% in 2010 to 84% in 2060. 

 

Figure A6.1: Social Insurance Expenditure breakdown in 2010 
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Figure A6.2: Social Insurance Expenditure breakdown in 2020 

 

 

Figure A6.3: Social Insurance Expenditure breakdown in 2030 
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Figure A6.4: Social Insurance Expenditure breakdown in 2040 

 

 

Figure A6.5: Social Insurance Expenditure breakdown in 2050 
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Figure A6.6: Social Insurance Expenditure breakdown in 2060 
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A.7 Scope of Report 

The scope of our work is as set out in the Request for Proposal issued by the Department of 

Social Protection in December 2011, an extract of Sections 3.3 to 3.9 which set out the 

requirements is set out below. 

The period of the Review will be 55 years (from 2011 to 2066). It is envisaged that the projections 

will be based on the most comprehensive assumptions available for the period and disaggregated on 

an annual basis for an initial period of 10 years and disaggregated every five years thereafter. 

Projections for expenditure on short term benefits beyond that period will principally relate to 

expenditure on Jobseekers Benefit and Illness Benefit and will be of a broader indicative nature.   

The Actuarial Review report will:  

(a)  Provide an update of the results of the 2005 review taking into account policy, economic and 

demographic changes in the period since that review was undertaken. In particular, projections 

in relation to income and expenditure and also break-even contribution rates will be updated. 

Specifically, the review will:  

(i)    Project contribution income at current rates and current contribution conditions based on 

demographic, employment, unemployment and other economic factors/assumptions.  A 

sensitivity analysis based on alternative key assumptions will be included 

(ii)   Project expenditure from the Fund based on current benefit/pension rates, other expenditure 

from the Fund, including non-cash secondary benefits, and demographic, employment, 

unemployment, illness, invalidity, caring and other economic factors/assumptions.  A 

sensitivity analysis based on alternative key assumptions will be included 

(iii)  Calculate the break-even contribution rates as a percentage of current contribution rates 

based on a range of assumptions 

(iv) Calculate the net contingent assets/liabilities of the Fund discounted to present values.  

(b) Consider the effects of the following possible policy options: 

(i) indexation of payments on the basis of the Consumer Price Index (CPI) 

(ii  indexation of payments on the basis of projected wage/salary increases 

(iii)  indexation of pension rates at 35% and 40% of Gross Average Industrial Earnings 

(iv)  indexation of payments on the basis of the exposure to the risk of poverty (as reflected in 

the results of the 2010 SILC survey and matched to earnings thereafter.  

(c) Consider the effects of existing Government commitments relating to the social insurance 

system having particular regard to: 

- the Programme for Government 2011 

- the EU/ECB/IMF Memorandum of Understanding and  

- any relevant measures announced in Budget 2012 

- multi-annual expenditure allocations. 

(d) Consider the effects of the planned reforms in the State pension contained in the National 

Pensions Framework, published in March 2010.  This will involve detailed analysis of social 

insurance records to assess the impact of the new conditions on future beneficiaries as compared 

with the existing arrangements. 
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(e) Project the long-term cost implications to the Social Insurance Fund and the break-even 

contribution rates (employer, employee and self-employed) required if a range of policy 

proposals were to be progressed. Examples include new social insurance measures - 

- to provide invalidity pensions for self-employed workers 

- to provide jobseeker’s benefit payments for self-employed workers and 

- to introduce a part-time jobseeker’s benefit payment
29

. 

(f) Determine the levels of expenditure and, specifically, the direct cost to the Social Insurance 

Fund associated with the award of credited social insurance contributions. 

For the potential liabilities set out at 3.4(a) above, the review will establish the total percentage 

contribution (Employer, Employee and Self-Employed) relating to long term benefits/pensions and 

short term benefits/other payments, which would be payable in the following circumstances: 

(a) if there was no Exchequer subvention and 

(b) if there was an Exchequer subvention of 25% or of 33%. 

It is envisaged that this analysis will be carried out using the principle of equalised rates of 

contributions over periods of 10 and 20 years as well as the entire period covered by the review. 

The review must propose ‘value for money’ or ‘money’s worth’ indicators for sample contributors to 

the Social Insurance Fund. These indicators can be based on the ratio of lifetime benefits to lifetime 

contributions for the sample cases, and/or through other methods to be specified in the proposal. The 

examples evaluated should highlight differences between various groups of contributors and 

beneficiaries, such as men and women, employed and self-employed, modified and full rate 

contributors, and low and high income contributors.  Other groups, to be agreed in advance with the 

Department, may also be included.  

The review must assess the projected impact of migration in the medium and long-term in terms of 

yields and liabilities including the projected value of exported benefits both within and outside the 

EU.  

The review will examine the implications arising from distinguishing the proportion of contributions 

paid towards long-term pensions and short–term benefits entitlements from both a cash-flow and 

cyclical funding perspective. Specifically, the vendor should: 

(a)  establish the percentage contribution rates (Employer, Employee and Self-Employed), on a 

current and projected basis, applicable to long term benefits/pensions and short-term 

benefits/other payments, respectively and  

(b)  estimate the funds to be designated to ensure ongoing liquidity of the Fund. 

It is important that the Review: 

(a)  provides a reasonable and comprehensive benchmark for the future 

(b)  is set out in such a way that allows for comparisons over time and 

(c)  provides the Department with a model which will enable the long-term costing and assessment 

of possible policy changes - e.g. changing the pension age, a changing proportion of the 

population qualifying for social insurance pensions and other payments, amending the 

conditions governing credited social insurance contributions, changing the contribution rates 

etc. - and economic/demographic developments generally.  This must include the necessary 

skills transfer to enable the Department to use the model effectively.  

                                                      
29 During the course of the exercise it was decided that this option would not be examined   
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A.9 Reliance and Limitations 

There are a number of important limitations and assumptions which should be borne in mind 

when considering the results contained in this report. Some of the key limitations and 

assumptions are set out below. Other specific assumptions, caveats and limitations are 

contained elsewhere in relevant parts of the report. All make up an integral part of the 

report. 

We have relied on data provided to us by the Department but have not carried out any 

detailed checks on the data used. We have, however, satisfied ourselves, so far as possible, 

that the information presented to us is consistent with other information obtained by us in 

the course of the work undertaken by us to prepare this report. We have performed overall 

reasonableness checks on the final figures, but are not able to give any warranty on the 

quality of the data used. We have assumed that the factual material and information 

provided to us, both in written and verbal form, provides an accurate representation of the 

Fund.  

It should be recalled that the long-term projections are not forecasts, they are subject to 

increasing uncertainty over time, and the results are strongly influenced by the underlying 

assumptions. 

Moreover, at the current juncture, there is also considerable additional uncertainty 

concerning medium-term economic developments, on top of the inherent uncertainty on 

longer term developments. 

In practice, actual experience is likely to differ from best estimates due to factors such as 

changes in regulation, taxation, economic, operational and other factors. It must therefore be 

recognised that actual results will differ from those inherent in the values given. We caution 

therefore that the eventual outcome is likely to vary, perhaps materially, from our projected 

outcome. 

Our Review is based on commonly accepted actuarial techniques applied in a consistent 

manner.  

This report should be read in its entirety, as individual sections, if read in isolation, may be 

misleading. 

This report is delivered subject to the agreed written terms of KPMG's engagement.  Our 

report was designed to meet the agreed requirements of the Department.  Any party who 

chooses to rely on our report (or any part of it) will do so at its own risk.  To the fullest 

extent permitted by law, KPMG will accept no responsibility or liability in respect of our 

report to any other party. 

Judgements as to the conclusions drawn in this report should be made only after studying 

the report in its entirety. I assume that users of this report will seek explanation and/or 

amplification of any part of the report which is not clear.  

 

 


