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NON-STATE PENSION SYSTEM:
POSITION, PROBLEMS AND PROSPECTS

Abstract. In solving problems of social protection improving of advanced age people, non-state pension
insurance is called to play a significant role. By introducing three-pillar pension system, sources of pension assets generating
have been diversified. Joint system of obligatory retirement insurance permits to form state pension based at continuous years
of insurance and salary (income). Accumulative forms of retirement insurance enable to generate pension-plan assets depen-
ding on the wished amount.

Our research focuses on the basic aspects of the non-state pension system efficiency. Data related to the work of non-pension
funds, insurance companies and banking institutions were collected, generalized and classified. Analysis of recent studies and
generalized indicators enabled us to reveal issues of concern for non-state pension insurance. We point at the small scale of
insurance service development and draw our attention to the necessity to aggregate all the types of non-state pension insurance
developmental indicators.

Based at theoretical generalizations and using abstract and logic methods, we substantiate the necessity to work out an inte-
grated Index of three-level pension system. We also make proposals concerning improvement approaches to formation impe-
tuses in order to activate voluntary participation in all forms of non-state pension insurance among the citizens. These measures
will enable increase functional efficiency of the national pension system for the purposes of the national social-economic deve-
lopment.
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KaHAnOaT eKOHOMIYHUX HayK, MepLUMin 3aCTYNHUK HaYarnbHUKa,

FonosHe ynpassiHHA MexcinHoro doHay Ykpaidu B [loHeubKiin obnacTi, YKpaiHa

HEAEP>XABHA NEHCIMHA CUCTEMA: CTAH, MPOBJIEMU TA NEPCNEKTUBU

AHoTaUiA. Y BMpilleHHi 3aBAaHb NiABULLEHHSA COLianbHOI 3aXMLLEHOCTI FPOMaAAH MOXWIOro BiKy HeAep>KaBHE NeEHCINHe cTpa-
XyBaHHA Mae BigirpaT BU3Ha4vasibHy ponb. AQXe i3 BBEAEGHHAM Y Ail0 TPUPIBHEBOI NEHCIMHOI cucTeMn auBepcudikoBaHo
[yKepena CTBOPEHHsA MEeHCIHMX akTueiB. ConigapHa neHciiHa cuctema Hajae MOXKIMBICTb (hOPMYBaHHA Aep>KaBHOI MeHCi
BMXOAAYM i3 TPMBANOCTi CTPaxoBOro CTaxy Ta po3mipy 3apobiTHOi mnatu (goxoay). HakonuyysanbHi hopmu NEHCIHOro
CTpaxyBaHHA AO3BOMAAKTb OAMHI HAKONUYYBATWN NEHCINHI aKTUBW 3anexHo Big 6a>kaHoro po3mipy.

ABTOpCbKE A0CNiAXKEHHA CHOKYCOBAHO HA OCHOBHUX acnekTax epeKTUBHOCTI HeAep>XaBHOI NEHCIHOI cuctemn. Y mexxax
po60TK NpoBeAeHO 36ip, y3aranbHeHHA | rpynyBaHHA AaHUX NPO AiASNbHICTb HeAeP>KaBHUX NEHCINHMX DOHAIB, CTPaxXoBUX Op-
raHiszauini, 6aHKIBCbKMX YCTaHOB, BMABMEHO NPOBMEeMHI NMMTaHHA HeAepP>XaBHOro NEHCIMHOMO CTpaxyBaHHA, BiAMIYEHO Maso-
MacLwTabHICTb Moro po3sBuTky. O6rpyHTOBAHO AOUIMBHICTL arperyBaHHA iHAMKATOPIB PO3BUTKY BCIX BUAIB HEAEPXXaBHOro
NEHCINHOro CTpaxyBaHHA. Ha nigcTasi TeopeTUYHUX y3arasbHeHb i BAKOPUCTaHHA abCTPaKTHO-NOrYHOro MeToAy AoBeaeHa
BaXK/IMBICTb PO3PO6KN KOMMIIEKCHOrO MOKA3HNKa PO3BUTKY TPUPIBHEBOI MEHCINHOI cucTemm.

BupobneHo npono3auii LWoA0 BAOCKOHANEHHA niaxoais A0 hopMyBaHHA CTUMYNIB ANA akTuBi3auii 406POBINbHOI y4acTi B yCix
hopmax Hefep>XaBHOro MEHCIHOrO CTpaxyBaHHA. BkasaHo 3axoau, AKi AO3BONATb NiABULLMTY €DEKTUBHICTb (DYHKLIOHY-
BaHHA BITYN3HAHOI NEHCINHOI CUCTEMW B KOHTEKCTI CcoLiaNlbHO-eKOHOMIYHOrO PO3BUTKY AepiXKaBu.

Knio4yoBi cnoBa: neHciHa cuctema, Heep>XKaBHe MEeHCIHe CTpaxyBaHHA, MOKa3HVKMW, PO3BUTOK.
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KaHanAaT 9KOHOMUYECKMX HayK, MEepPBbI 3aMeCcTUTesb HayarnbHNKa,

aBHoe ynpasneHue MeHcmoHHoro hoHaa YkpauvHbl B [loHeukon obnactu, YkpavHa

HEroCcygAPCTBEHHAA MNEHCUOHHAA CUCTEMA: COCTOAHUE, NPOBJIEMbI U MEPCNEKTUBbI

AHHOTauumA. B pelleHnn 3apay noBbILLEHNA COLMAanbHON 3aLUMLLIEHHOCTU FpaXaaH NPeKnoHHOro Bo3pacTa HerocyAapCTBeH-
HOe MEeHCMOHHOEe CTpaxoBaHue NPU3BaHO Cbirpatb ONpeaenALyo ponb. Beab ¢ BBeAeHWeM B AeVCTBUE TPeXypOBHEBOW
NMEHCMOHHOW CUCTEMbI ANBEPCUPULIMPOBAHbBI UCTOYHMKMN NMEHCMOHHBIX akTMBoB. ConnaapHan NeHCMOHHAaA cucTema aaeT Bo3-
MO>XHOCTb (hOPMUPOBAHMA rOCYAAPCTBEHHOW MEHCUM UCXOAA U3 AIMTENbHOCTM CTPaxoBOro ctaxa u pasmepa 3apaboTHoW
nnatbl (Aoxoaa). HakonutenbHble POPMbI NEHCUOHHOMO CTPaxoBaHWA MNO3BOSAIOT YenoBeKy dopMUPoBaTh NEHCUOHHbIE aK-
TMBbI B 32BMCUMMOCTU OT XeJflaeMoro pasmMepa.

ABTOpPCKOE MCCrneaoBaHne CHOKYCHPOBAHO Ha OCHOBHbIX acrnekTax aopeKTUBHOCTM HErocynapCTBEHHON NEHCUOHHON CUc-
Tembl. B pamkax paboTbl npoBeaeHbl c6op, 0606LLEeHME 1 rPyNnNMPOBKa AaHHbIX O AEATENIbHOCTU HErocyAapCTBEHHbIX NeH-
CMOHHbIX POHAOB, CTPaxXOBbIX OPraHn3aumnii, 6aHKOBCKMX YYpeXXAeHWI, BbiABEHbI NPo6feMHble BONPOChI HErocyAapCTBEH-
HOrO MEHCMOHHOrO CTpaxoBaHWA, OTMeYeHa manomaclTabHocTb ero passutuA. ObpalleHo BHUMaHWe Ha HeobxoAMMOCTb
arpermpoBaHnA UHAMKaTOPOB Pa3BUTUA BCEX BUAOB HErOCY4apCTBEHHOIO NEHCUOHHOMO CTpaxoBaHuA. Ha ocHoBaHWUM Teope-
TUYECKMX 0606LLUEHNA N NCMONb30BaHMA abCTPaKTHO-NOMMYECKOro MeToaa 060cHOBaHa HEOBX0AMMOCTb Pas3paboTKM KOM-
NNEeKCHOro nokasaTenA pasBUTUA TPEXYPOBHEBON NEHCUOHHON CUCTEMbI.

BbipaboTaHbl NpeanoXeHnA No CoOBEPLLUEHCTBOBAHMUIO NOAX0A0B K (hOPMUPOBaHUIO CTUMYNOB AN1A aKkT1sn3aumm o6poBosb-
HOro y4acTuA BO BCeX (hopMax Herocy4apCTBEHHOrO MEHCUOHHOIO CTpaxoBaHuA. [JaHHbIe Mepbl MO3BONAT NOBLICUTL Ahek-
TUBHOCTb (PYHKLMOHMPOBAHUA OTEYECTBEHHON MEHCUOHHOW CUCTEMbI B KOHTEKCTE COLManbHO-9KOHOMUYECKOrO pasBUTUA
rocyaapcrsa.

KnoyeBble cnoBa: NeHCMOHHAA CUCTEMA, Herocy4apcTBEHHOE NEHCMOHHOE CTpaxoBaHue, nokasaTenu, passuTue.
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Introduction. The level of national social-economic devel-
opment under current conditions is specified mainly by quality of
life of the citizens. The position of social welfare state guaran-
teed by the Constitution of Ukraine assumes formation of applic-
able social standards [1]. Financial support of retired employees
(pensioners) is specified by the level of national and social
development, in which case the main load in implementation of
constitutional rights of the citizens can be rested on any of the
participants (categories of participants) of pension relations. The
three-pillar pension system introduced into the national practice
is aimed at providing diversification of the sources of pen-
sion/retirement assets. It is more pragmatic as contrasted with
the system of social security, which was in effect before 2004.
This is because in the mixed pension system redistribution of
the roles of the state, employer and employee for generating
pension assets takes place towards the latter. Insurance princi-
ples form the basis for pension system transformation. Their
basic provisions are realized by means of joint system of oblig-
atory retirement insurance and defined contribution pension sys-
tem and non-state pension provision (Personal Pension Plan) [2;
3]. It is widely accepted that just by means of insurance princi-
ples the rate of retirement pension, years of insurance and
salary level (income) that takes part in generating pension
assets by payment of insurance fees are related to each other.
It is significant that the most important instrument in increasing
the rate of retirement pension is assigned to the non-state pen-
sion schemes (NSPS) in solving problems of social protection of
citizens. A capacity for accumulation of pension plan assets and
their transformation into investment resources is considered
generally as essential facilities for development of economics.

Brief Literature Review. A lot of academic economists and
practitioners devoted their research and studies to different
aspects of pension system development; among them are:
G. G. Zabarny, N. Yu. Balaniuk, A. V. Fedorenko, V. K. Rudik,
N. V. Tkachenko, N. A. Shkanovskaya, S. V. Yushko. The essen-
tial contributions to this branch are also connected with the
researches of E. Whitehouse (2008), L. Kotlikoff (2004),
S. Burns (2004), R. Holtzmann (2005), R. Hinz (2005) and
many others. At the same time, functioning of the non-state
pension insurance in social-economic environment being trans-
formed results in necessity for further study.

Thus, the purpose of the paper is the analysis of some
aspects of functioning of the non-state pension insurance, iden-
tification of issues of concern and definition of directions for
improvement of the concept of pension system in the context of
national social-economic development.

Methodology. The research is made based on system
approach using general scientific methods: generalization, tab-
ulation procedure and comparison study. For making our con-
clusions we used abstract-logical method.

Results. In the meaning of our research it is important to
note that in order to accomplish purpose of improving social
protection of citizens in relation to the problems of pension pro-
vision it is assumed to solve a number of constituent problems.
They include: maximal coverage of non-state pension fund par-
ticipants; provision of high rate of insurance fees; efficient capi-
talization of pension plan financial resources; safety of pension
assets of insured person and many oth-
ers. In the modern concept of three-pillar
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In spite of progressive development of non-state pension
insurance, this process is going on a small scale [5, p. 176]. It
is appropriate to point out that its activity takes place mainly due
to the work of NSPFE. The studies show positive dynamics rela-
ting the number of NSPF — from 54 for the time of their estab-
lishment in 2005 to 89 as on the beginning of 2014. Most of
NSPF (110 units) is accounts for 2010. The number of man-
agers of NSPF has decreased from 37 to 34 or by 8%. We note
that insurance companies that include life-programs also
demonstrate qualitative growth from 52 in 2005 to 62 in 2013
[4]. On our opinion, qualitative data on NSPF reflects only con-
centration ratio of pension insurance within NSPF and does not
give any qualitative description of it. The basic indicators of the
activity of non-state pension system in dynamics are shown in
Table 2.

Summarizing effectiveness of development of non-state
pension insurance with relation to the above mentioned indica-
tors, we note comparatively small volume of total accumula-
tions. The volume of pension contributions to the NSPF at the
beginning of 2014 is 144.27 million UAH with 588.5 thousand
participants of pension contracts. Calculated per participant the
amount of accumulations is 2.5 thousand UAH [4]. Their insuf-
ficient level shows the necessity to activate the process of accu-
mulation of pension savings. The volume of insurance premi-
ums and insurance payments on pension contracts within
functioning of insurance companies is characterized by irregu-
larity [4]. We would like to emphasize inappreciable role of
banks in the development of non-state pension provision.
Researchers show practically complete absence of delivery of
services at this market. They operate mainly as savers (with
NSPF), provide broker services, payment and cash services for
insurance companies, and operate as establishers of a number
of NSPFs. Direct participation of banking institutions in non-
state pension provision is limited mainly to opening of pension
deposit accounts, payments on which are made before deple-
tion of accumulated funds [6, p. 46-47). We think that integrat-
ed analysis of qualitative characteristics for development of
non-state pension insurance and each of its segments assumes
system monitoring of its basic comparable indicators that
requires applicable methodical normative adjustment.

Among the basic factors that determine qualitative aspects
of development of non-state pension insurance G. G. Zabarny,
and N. Yu. Balanyuk (2012) draw their attention to the low level
of insurance contributions and personal income [7, p. 56-57]. It
is important to add that just the level of income specifies pre-
dominantly the extent of coverage and categories of population
as potential participants of non-state pension insurance.

At the same time, considering non-state pension insurance
we can attribute also appropriate rate of pension payment with-
in pay-as-you-go pension scheme to the critical factors for par-
ticipating of a person in creating additional pension accumula-
tions.

According to statistics, the rate of pensions granted under
pay-as-you-go pension scheme can be described as com-
parative low [8]. Further more, the final rate of granted pension
not by a long way satisfies the level of personal contribution of
today’s pensioners under pay-as-you-go pension scheme

pension insurance system non-state pen-

Tab. 1: Description of the functioning of non-state pension insurance

sion insurance is represented by the (NSPI)
instruments implemented through non- NPT Extontof i

: : - xtent of spreading
state pension funds (NSPF), insurance coniiohaiits Mechanism aifiond popilation

companies (IC) and banking institutions
(Bl) [2; 3]. It is important that in order to

Pension funds [3]

fund managers and depositors of such funds

By making pension contracts between pension Small-scale [4]

realize the each of the mentioned inst-
ruments usage, appropriate conditions
and types of pension insurance are pro-

vided. Application of various method-
ological approaches to generation of
pension plan assets and payments has

[3]

Insurance By making life pension insurance contracts, Weak [4]
companies [3] insurance against risk of incapacity for work or

death of the participant of the fund
Banking institutions | By making contracts on opening pension deposit Weak [4]

accounts for accumulation of retirement savings
within the amount specified for reimbursement of
deposits by Depositors Insurance Fund

specified different necessity in the instru-
ments of pension insurance being in
effect (Table 1).
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Source: Author calculations based at the data of the National Committee for Financial Services Regulation
(http://nfp.gov.ua/)

Tab. 2: D . f the basic indicat f sion insurance in its current form
ab. : Dynamics of the basic indicators of focuses just on employment rela-
non-state penSIon prOVISIon System functlonlng tionship Segment that is not con-
Deviation nected with any limitations. What
Period
Iidicator 2013/2005 are mean_t h_ere are s_pheres,_ where
| | 200 | 2008 | 009 | 010 | % ‘ 012 ‘ 013 | Abeo! - increase in incomes is possible for
2005 | 2006 7 L e L 13 | Absolute | Relative participation in voluntary accumula-
NSPF tive insurance by regulating the
Number of 54 |79 96 109 |110 | 101 96 94 89 35 1.65 scope of employment relationship,
NSPFs their unshadowing and other capa-
ﬁ:r:;’:;r‘;f 37 |41 |s0 |s0 |47 |43 40 37 34 -3 0.92 b”ltl\?\?é ould like to emphasize that
would i iz
g::gzz;g:s 88.4 | 193.3 | 278.7 | 482.5 | 497.1 | 569.2 | 594.6 | 584.8 | 588.5 | 500.1 6.67 researches tackle non-state pension
of pension insurance mainly as ultimately an
contracts, instrument for obtaining high (quite
thousands of a proper) pension [11, p. 73; 12,
people p. 77]
Number of : ’ L
ol 30.6 |41.5 [559 |623 [625 [69.7 |750 |61.4 |61.3 |30.7 2.0 In the opinion of the researches
pension just the incapability to provide quite
contracts, a proper pension by budget pay-as-
thousands of proper p . Y h get p yh
units you-go pension schemes has
Pension-plan | 46 0 | 142.0 | 281.0 | 612.0 | 857.9 | 1144.3 | 1386.9 | 1660.1 | 1831.9 | 1785.9 | 39.8 _become.one of the basic reasons of
assets, introducing non-state pension insur-
a‘\':ms of ance. In such situation, to our opin-
Pension ion, it is important to have a more
contributions, 36.4 | 114.4 | 234.4 | 582.9 | 754.6 | 925.4 | 1102.0 | 1313.7 | 1442.7 | 1406.3 | 39.6 formalized notion about sufficient
millions of rate of retirement pension. Taking
UAH into account that the basic indicator
:::;itge”t 9.7 |453 |68.1 [86.8 |236.7(433.0 |559.9 |620.3 |6859 |676.2 |70.7 in evaluating the level of pension
millions of insurance in the frameworks of joint
UAH_ system of obligatory retirement
g:;‘zg:‘ts 1.7 | 4.0 9.1 27.3 |90.1 |158.2 |208.9 |251.9 |274.3 |272.6 161.4 insurance is living wage for persons
millions of who lost their capacity for work (it is
UAH important to note that this index is
Insurance companies (that include life-programs) also used for evaluation of poverty
Number, 50 | 55 | 65 | 72 | 72 | 67 64 62 62 12 1.24 rate) efficient, in our opinion, can be
units considered the index of integrated
P evaluation of pension insurance,
premiums for | - - - 29121354 311 125 1469 |- - which would take into account its
pension component parts (joint system of
‘;fl’lrl‘lfgicstzf obligatory retirement insurance,
UAH accumulative and non-state insur-
Insurance B B B i 0.7 15.8 1993 |325.7 | 138 |- _ ance). Thus, based on the provi-
payments for sions of the concept of three-pillar
pension pension system as a capability
contracts, . . . .
millions of embodied in its mechanism of
UAH achieving sufficient volume of accu-
Banking institutions mulations and sufficient level of pen-
_ e [ - [- [- [ - [ [ - [- [ [- sions, such indicator would give a

vision of the principles for develop-
ment of the national pension insur-
ance as a whole that requires

[9, p. 64]. This may be the evidence of both violation in insur-
ance principles in generating pension and other reasons.
Within the frame of our research we should like to pay attention
to the character of pension parameters depending on the char-
acter of employment relationship [10, p. 8]. It is specified by the
difference in the rules for generating pension plan assets under
different pension schemes (acts). Calculated pension interest
based on the so-called special acts (70-80%) and the similar
index based on the Act on the obligatory state pension insur-
ance are considered the most controversial of the basic ele-
ments in the algorithm for pension accounting [2]. To liquidate
this difference S. V. Yushko (2011) proposes for all types of pen-
sions to be transferred under the integrated rules for pension
accounting [9, p. 68]. For our part, we think that approaches to
regulating interest rate for pension calculation should be con-
sidered in complex with special considerations relating the
base for calculation, that is incomes of different categories of
citizens. The algorithm for generating incomes in the frames of
different types of government service has severe limitations on
salary, holding of more than one office, capability for pension
insurance at the expense of any third persons and others. In
this context we may conclude that potential of non-state pen-
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methodical and legislative adjustment.

What stands out is the belief of deficiency of the real
prospects for improving qualitative level of social protection of
future pensioners. It is considered that under existing conditions
reserves for voluntary participation of individual persons in non-
state pension provision scheme are practically depleted.
Subsequent development of the system is possible only subject
to the introduction of further motivating factors [13, p. 36; 14; 15,
p. 17-18]. Accepting this point of view, we consider the necessi-
ty to delay individual consumption and the uncertainty of social-
economic environment as limiting the development of accumu-
lative forms of pension insurance (except the low level of
incomes). In our opinion, the important national role of pension
investment resources affords ground for formalization of more
significant government guarantees and entrenchment of privi-
leges and preferences as motivating factor for pension savings
of insured persons that requires appropriate methodological
and legislative adjustment.

Summarizing all the above-mentioned information we can
make conclusion that potential laid in the mechanism of non-
state pension insurance to increase efficiency of national social-
economic development is implemented not in full. The research
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has shown small scale of the distribution of accumulative forms
of non-state pension insurance. With positive qualitative dyna-
mics their functioning is characterized by relatively low level of
insurance fees and assets.

Conclusions. We think that in order to solve outstanding
problems considered in our paper in the framework of three-pil-
lar pension system, it is necessary to make the following:

¢ to develop aggregative monitoring of all the instruments of
non-state pension insurance for the analysis and evaluation of
the development of non-state pension provision as a whole;

¢ to define the system of incentives for activation of volun-
tary participation in all forms of non-state pension insurance;

e to work out and introduce the concept of integrated indi-
cator for the development of pension system.

Implementation of the abovementioned proposals will
enable to activate the process of accumulative types of pension
insurance development, to improve pension system financial
stability, to activate economic activity of economic and business
entities, to deshadow employment relationship and salary
(income) that provides increase in the level of social protection
of pensioners for the purposes of further national social-eco-
nomic development.

Our prospects for further research in this line will be working
out comprehensive conception of pension system and harmo-
nization of its functioning in the social environment.
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