
 

UNJUSTIFIED ATTACK ON PUBLIC SERVICE PENSIONS!
1. Public service pay was cut three times in recent years because of a perceived pension advantage, as follows:

(a) In 1998 (P.C.W. deal) a 3% cut in lieu of early retirement schemes.  These schemes are now abandoned but 
the cuts continue.

(b) In the 2002 and 2007 Benchmarking exercises pay awards would have been higher but for stated pension 
related discounts of at least 4%. 

All these cuts continue to restrict public service pay and linked pensions by at least 7%.  
2. These cuts ensure that public service pensions are currently costing employees 13.5% of salary plus the 7.5% 

"pension levy," a total of 21%.
3. Public service pension contributions of over €2.8bn in 2010 will exceed the pension pay-out of about  €2.5bn.  The 

Government does not admit this but it is currently making a profit from public service pension contributions and 
spending the surplus.

4. Private sector pension contributions are tax-allowable twice, once on the employee's contribution and once on the 
employer's  contribution.  Public  service  pension  contributions  are  tax-allowable  only  once.   The  employer,  the 
Government does not make a contribution.  If this is considered public service pensions are cheaper still for the 
state.

5. The failure to pay the last 6% of the "Towards 2016" agreement means that not only do serving public service 
workers lose that 6% but so do retirees.  (This is not to be confused with the further 6% pay cut that did not affect 
retirees so far).

6. Public service pension contributions are  not  salted away to  devalue or invested in stocks and shares but  are 
invested in the Ireland of the day, maximising their value when used to pay social welfare payments, children's 
allowances, health worker salaries, infrastructure etc. as needed.

7. Almost nobody who retires from the public service in the next 25 years will get the "old age" pension along with the 
dearly bought public service pension.  Private sector workers who buy into a pension scheme also get the "old age" 
pension.

8. In his Budget speech the Minister said:  "The Government has decided . . . by the end of the year . . . .  it will  
change the calculation of benefits so that pensions are based on "career average" earnings rather than 
final salary on retirement as at present."  This change would reduce the value of teachers'  by over 20% and 
have  a  worse  impact  on  teachers  than  most  other  public  service  workers  because  of  the  exceptionally  long 
incremental scale and the fact that teachers spends so many years in the lower paid part of that scale.  There is no 
moratorium planned for this cut for new teachers - the Government intends to implement this shocking change for 
them in 2011!

9. In his Budget speech the Minister also said: "The link to earnings or 'pay parity' basis for post-retirement pension 
increases is  a feature  of  Irish  public  service schemes.  The recent special  report  by the Comptroller  and 
Auditor General  estimated that the present actuarial  cost of  public service pensions is €108 billion.  A  
change to a CPI basis for post-retirement increases would reduce that cost to €87 billion, a reduction of 20  
per cent."  A reduction of 20% in pensions for all teachers and public service workers would be scandalous given 
their legitimate expectations after years of contributing to the present scheme.  However, together with the first 
change, above, this would mean a total reduction in pension for new teachers of 40%, which is absolutely 
staggering!  There is no moratorium planned for this cut for new teachers either -  It is also to be implemented for 
them in 2011. 

10. This second proposed cut is only "on hold" for  serving public service workers for three years, at no cost to the 
Government, due to the pay freeze.  In taking this position the Government is contradicting its own claims that the 
cost of living is falling.  Everyone, including the Government knows the cost of living is still  rising, which is why 
these proposed cuts would be even more damaging for teachers and other public service workers when they retire. 

11. Pay parity for public service pensions is appropriate where there is no pension fund - a "pay as you go" system. 
Unlike with "pension funds," in this system pay-increases automatically entail increased pension contributions that 
pay for parity-related pension increases.

12. Also in a "pay as you go" system, for the number of retirees to increase beyond what could be funded through 
employee pension contributions, there would first have to be many years where those same people, as employees 
generated a huge surplus through their pension contributions. This happened when "free education" led to extra 
secondary teachers' pension contributions for thirty years providing a bonanza for the Government of over €5bn in 
today's terms. This is also happening today with the increased number of health service employees hired in recent 
years giving a surplus of pension contributions over pension payments. 

13. While maintaining parity in this kind of system there can be times of surplus when Ireland benefits (as it does now) 
and  times of  scarcity  (as is  forecast)  when Ireland  should  rightly  expect  to  have  to  pay  back.  However,  the 
Government wants it both ways by breaking the parity now. This is dishonest and unfair. 

14. Since 2000 it has been Government policy to reduce public service pay and pensions.  This follows receipt of 
"The Fitzpatrick Report to the Taoiseach" in which the consultants recommended ways of reducing public service 
pay and pensions.  Deceitfully using the cover of the current financial situation to achieve this long-standing aim to 
cut public service pensions is disgraceful.

15. THERE IS ANOTHER WAY.  AN AVERAGE TAX INCREASE OF LESS THAN 3% ON BOTH PUBLIC AND 
PRIVATE SECTOR WORKERS WHO ARE STILL WORKING AND ON RETIREES WOULD HAVE DELIVERED 
THE SAME BENEFITS AS ALL PUBLIC SERVICE CUTS SO FAR AND BE FAIR.  THIS IS STILL AN OPTION!


