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FOREIGN EXPERIENCE OF PRIVATE PENSION PROVISION

Fedorovych Iryna. Foreign experience of private pension provision. The problems
of development of the domestic pension system and models of such systems in economically
developed European countries are analysed. It is argued that the main reasons for the low level
of development of non-state pension provision (NSPP) in Ukraine are inefficient legislative
and operational regulation of financial entities, as well as insufficient transparency in asset
management, which accumulates distrust among the population. The expediency of using foreign
experience to improve the system of non-state pension provision in Ukraine is substantiated. For
further development of the domestic system of NGPP Ukraine it is proposed to develop a clear,
ramified mechanism for monitoring and regulating the activities of the main actors in this process.
Based on the implementation of foreign experience, approaches to improving the system of state
regulation and supervision of non-state pension fund (NSPF) are proposed: rating and monitoring
of activities of NSPF and their financial resources, regulation and supervision of investment
activities, information disclosure system.

Key words: private pension provision, pension system, pension reform, private pension funds,
banks, insurance companies.

®enopoBuy .M. 3apyOe:kHbIi ONBIT HETOCYIAPCTBEHHOI0 MEHCMOHHOIO O0ecneyeHms.
[Ipoananu3upoBaHbl TPOOIEMBI Pa3BUTHUSI OTEYECTBEHHOW CHCTEMBI IEHCMOHHOTO 00€CTICUCHUS
U MOJIENTU TaKUX CUCTEM B SKOHOMHYECKU Pa3BUTHIX €BPOINEHCKUX CTpaHax. ApryMeHTHPOBa-
HO, YTO OCHOBHBIMU MPUYMHAMU HU3KOTO YPOBHS Pa3BUTHS HErOCYIAPCTBEHHOTO MEHCUOHHOTO
oOecrieueHus B YKpauHe siBiseTcss Hed(pPeKTUBHOE 3aKOHONATEIBHOE U ONEPAaTUBHOE PEryIn-
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pOBaHUE JEATEIbHOCTH CYOBEKTOB (DHMHAHCOBOM Cdephl, a TaK)Ke HeJOCTaTOUHAs TPO3PAaYHOCTh
0 YTIIpaBJIECHHUIO aKTUBAMH, HEIOBEpUE CO CTOPOHBI HaceneHus. O60CcHOBaHa 11e71eCO00pa3HOCTh
MPUMEHEHHsI 3apyOeKHOTO ONbITA C IEJIbI0 COBEPIICHCTBOBAHUS CUCTEMbI HETOCYAapCTBEHHO-
TO TICHCHOHHOTO oOecrieueHus B YKpauHe. /[ mampHEeHInero pa3BuTHsl OTEUECTBEHHON CHCTE-
Mbl HITO VYkpaunsl mpemiokeHo pa3zpadoTaTb MEXaHM3M KOHTPOJIS U PEeryIMpOBaHUs 3a Jies-
TEJIBHOCTBIO IJIaBHBIX CYOBEKTOB 3TOro mporecca. Ha ocHOBe MMIUIEMEHTAIMH 3apyOeHOro
OMBITA TPEJIOKEHBI MOAXO0Abl K COBEPUIEHCTBOBAHUIO CUCTEMBI IOCYIapCTBEHHOIO PEryIUpO-
BaHus 1 Hajazopa 3a HIID: peiitunroBanus u MmouutopuHr aestensHocTd HII® u nx ¢unanco-
BBIX PECYPCOB, PETYJIIMPOBAHUE U HAJ30p UHBECTULIMOHHOU JEATEIBHOCTH, CUCTEMA PACKPBITHUS
uHpopmanuu.

KuroueBble cjioBa: HErocylnapcTBEHHOE NMEHCHOHHOE obOecreueHHue, MEeHCUOHHAsl CUCTEMa,
MeHCUOHHAs pedopma, HETOCYTapCTBEHHBIC TIEHCUOHHBIE (POH/IBI, OAHKH, CTPAXOBBIC KOMIIAHUMU.

®enopoBuy .M. 3apy0OikHuii 10CBi1 Helep:KABHOTO NMeHciiiHOrO 3a0e3neyenHsi. B nanii
CTaTTi OOIPYHTOBAHO MPOOJIEMU PO3BUTKY BITUM3HIHOI CUCTEMH NIEHCIITHOTO 3a0e3neuenHs. Po3-
IJISTHYTO OCOOIMBOCTI POCIMCHKO-TOIBCHKO1 COIIapHO-HAKOIMYYBaJIbHOT MOJIEJ1, AMEPUKAHCBKOI,
HIMEIBKOT, ITTOHCHKOT HAKOTIMYYBaIHbHO-COJTIJAPHOT, YMITIHCHKOT Ta Ka3aXChKOT HAKOTIMYYBATbHOT
Mozeni. BctaHoBieHO, 1110 OCHOBHUMH TTpoOieMaMu Ta HEJIOJIIKaMU HEJIeP>KaBHOTO MEHCIMHOTO
3a0e3MeyeHHs €: HeJJOCTAaTHIN JJOCBIJ PEryIfOBaHHS Helep:KaBHUX NMEHCIHHUX (DOHIIB; HU3bKHIA
piBeHb iH(opMmalrii cepes HaceIeHHs Ta pOOOTOIABIIIB; HU3bKI JIOXOH, 1[0 HE TAI0Th MOKIMBOCTI
3a0IaKyBaT Ha MailOyTHE; HEAOBIpa HACEJICHHS 0 PUHKY (DiHAHCOBHX MOCIYT, 0COOIUBO JI0
HOBHUX 1HCTHUTYTIB, 30KpeMa HeAep:KaBHUX NEHCIMHUX ¢(oHiB. BcTaHOBIEHO, IO OCHOBHUMHM
0COOJIMBOCTSIMU HEJIEP’KABHOTO MEHCIHHOTO 3a0€3MeYeHHsI 3apyOlKHUX KpaiH €: CIiBICHYBaHHS
JIep’KaBHOT Ta HEJEP)KABHOI CHCTEM TMEHCIHHOTO CTpaxXyBaHHS, SIKI TOTIOBHIOIOTh OJIHA OJIHY Ta
3a0e3MeuyroTh JIOCTaTHIA piBEHb BUIUIAT TPOMASHAM IIiCIs BUXOMY Ha MEHCiI0; KOHTPOJIb 3a
JISUTBHICTIO Helep KaBHUX MEHCIHHUX (POHIIB 3 OOKY Jep)KaBH; HU3bK1 CTABKHU 3 YIPABIIIHHS aK-
TUBaMU ISl KEPYIOUnX KommaHiil. OOrpyHTOBaHO MO3UTHBHUI BIUIMB (DIHAHCOBUX CTUMYJIIB Ha
y4acTh TPOMAJISTH y TIPUBATHIN MEHCIHHIA CUCTeMi. APTyMEHTOBAHO JOIIBHICTh 3aCTOCYBAHHS
3apyOi’KHOTO TOCBiAY 3 METOIO BIOCKOHAJICHHS CUCTEMH HEAEpKaBHOTO TEHCIHOro 3abesre-
YeHHs B YKpaiHi, 30KpeMa aKTHBI3allisd IPUBATHOI y4acTi TPOMAISH y MEHCIHHOMY 3a0€3I1eUeHHI:
aBTOMAaTHYHE BKIIOUCHHS, HaJaHHs (IHAHCOBHX CTHUMYIIB, (DIHAHCOBO-OCBITHI MPOTPaMH, CIIPO-
IICHHS CHCTEMH HaJaHHS IMOCTYT, MOKJIMBOCTI BWJIYYCHHS NMEHCIMHUX HAKONMU4YeHb. [y mo-
JANbIIOr0 po3BUTKY BiTuM3HAHOI cuctemu HII3 VYkpainu 3amponoHOBaHO po3poOWTH UITKUI
MEXaHI3M KOHTPOJIIO Ta PEryIIOBaHHS 3a ISJIBHICTIO TOJOBHMX CyO’€KTIB LIbOTO MPOLECY.
Ha ocHoBi immiemenTariii 3apy0i>KHOTO TOCBIAY 3aIPOTIOHOBAHO IT1IXO/IH JI0 BIOCKOHAJICHHS CH-
CTEMH JIeP’KaBHOTO peryatoBaHHs 1 Harsiay 3a HIID: pelTHHryBaHHS Ta MOHITOPHHT JiSUIBHOCTI
HII® Tta ix ¢iHaHCOBHX pecypciB, PEeryJIrOBaHHS 1 HarIsAj IHBECTHINMHOI JiSUTBHOCTI, y4acTh
HII® B 000B’s3K0BIM HaKOMUYYBaJIbHIM Ta NpodeciiiHiii MeHCIMHUX cucTeMax, 00O0B’A3KOBHIA
XapakTep MeHCIMHUX BHECKIB Ta PO3MEKYBaHHS JHKEPET iX CIUIaTH, pO3BUTOK JAPiOHOTO 1 cepe-
HBOTO Oi3HECY, 301IbIIEHHS PIBHS 3aHATOrO HACEICHHS.

KurouoBi cjioBa: Henep)kaBHe NEHCIHE 3a0e3MeUeHHs, ICHCIIHA crcTeMa, MIeHCiitHa pedop-
Ma, HeJIep>KaBHI MeHC1HI OoHAN, OaHKH, CTPAXOB1 KOMITAHIi.

Formulation of the problem. In the process
of solving social problems, the problems of
pension provision of the population require more
and more attention. However, the quality and
efficiency of their solution depends directly on
a scientific approach to the management of the
pension system in the country, the ability to study
the problems and identify them. Under such
conditions, it is necessary to study the theoretical

foundations of the system of non-state pension
provision in financial science, its necessity in the
market economy, as well as similar aids. This
highlights the issue of reliability and efficiency
of the system of non-state pension provision.
Analysis of previous researches and
publications. Theoretical and practical aspects
of the pension system reform, in particular
non-state pension provision, are reflected in
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the works of many Russian scholars, including:
V.I. Hrushko, O.P. Kyrylenko, O.P. Koval,
E.M. Libanova, D.A. Leonov, A.V. Mykhailov,
H.V. Nazarova, S.V. Naumenkova, O.Y. Tkach,
V.S. Tolubiak, V.A. Fedorenko, S.I. Yurii. Given
the wide range of problems studied, it should be
noted that further research is needed to improve
the system of non-state pension provision.

The purpose of the article. The purpose of
the research is to identify priority areas for the
development of non-state pension provision in
foreign countries and provide suggestions for
ways to improve it in Ukraine.

Statement of basic materials of the research.
In foreign countries, the systems of non-state
pension provision began to develop actively
in the 80s of the twentieth century after the
implementation of pension reforms, the essence
of which was to optimize the functions of the state
in the field of pensions. Functioning of foreign
non-state pension provision systems is based on
the following principles: the pension is provided
by the insurance company by repurchasing the
insurance policy from the pension insurance
company in the form of annual fixed-amount
payments; the employer pays the pension directly
to the employee, so it is also not necessary to
create non-state pension funds; pensions are paid
by non-state pension funds, which are based on
the capitalization of depositors’ savings.

The main features of non-state pension
provision in foreign countries are the coexistence
of state and non-state pension insurance systems
that complement each other and provide a
sufficient level of payments to citizens after
retirement; control of non-state pension funds
by the state; most countries have established tax
incentives for voluntary investment of own funds
in non-state pension funds; low asset management
rates for asset management companies [3, p. 120].

Pension systems in developed countries
were formed a long time ago, but at the present
stage pension systems are regularly revised,
supplemented and improved in accordance with
socio-economic conditions. Due to the increase in
pension benefits and the aging of the population,
the existing pay-as-you-go support systems for
the elderly were revised and the state pension
system was reformed, adding funded principles
and involving non-state financial mechanisms
for pension provision.

Today, most countries around the world
have recognized the need for non-state pension
provision systems, and many have begun to
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consider the introduction of non-state pension
provision systems as a mandatory component of
state pension policy.

The experience of pension systems shows
that any pay-as-you-go (PAYG) pension system
depends on demographic risks. The aging
process in most countries is accompanied by
an increase in life expectancy, a decrease in
mortality and a decrease in the birth rate. Under
such conditions, systems, built on the principles
of solidarity, proved incapable, i.e. unable to
provide a sufficient level of pension benefits
for citizens of retirement age. This led to the
reform of the existing pension systems and the
introduction of various mandatory pension
schemes and supplementing them with voluntary
and mandatory funded schemes.

Global experience of pension provision of
the population shows that the implementation
of compulsory pension provision at the expense
of the state mainly guarantees only a living
wage. A higher level can only provide additional
pension provision. The main difficulties in the
operation of non-state pension funds arise with
the investment of the funded part of pension.

The main strategies and models of pension
provision in the world include: Russian-Polish
PAYG and funded, American, German, Japanese
funded and PAYG and Chilean and Kazakh
funded models [8, p. 513].

On January 1, 2002, Russia switched to a
three-level pension system. The Russian-Polish
PAYG and funded pension model is a classic
example of a mixed strategy. By the way, this
model is taken as a basis for the formation of its
own pension system, which will have all three
levels — PAYG, insurance and funded.

According to the American savings model
and the PAYG model, the average American
can provide himself with three pensions: state,
private corporate and private individual. In the
process of implementing second level of pension
programs, participants (natural persons and legal
entities) can independently choose investment
projects in which funds will be required to send
their pension contributions. In the USA, only
60% of employees are covered by non-state
insurance, which indicates that it is impossible to
fully replace with the non-state pension system
of the mandatory state.

The German funded and PAYG (production)
model has the same three levels. The first level
is mandatory pension insurance, the second is
the so-called “corporate pensions”, and the third
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level is taking care of your old age in a non-state
way. The peculiarity of the German model is that
the company creates a self-governing division,
which deals with corporate and personal pension
programs for employees. Germany’s pension
system is the world’s leading pension provider
and is considered the most efficient in Europe.
It has a significant impact on the formation
and development of pension systems in other
countries. This model operates in France,
Belgium, Austria, Sweden, Greece and other
countries [9, p. 420].

In Norway and Sweden, state and non-state
support is not only about financing of minimum
pensions, but also about supporting low-income
people. High- and middle-income workers create
their own lifestyle when they reach retirement
age. Their pension systems include three levels:
distribution system, funded system and voluntary
pension provision.

The Japanese funded and PAYG model is
very unique, as it has absorbed the long-standing
traditions of Japanese society. The pension
system in Japan is based on state social security,
which is financed from the budget, but provided
by the pension contributions of employers and
employees themselves. Due to the aging of
population and, accordingly, the growing number
of retirees in Japan, there is a two-level model.
The foundation of the basic pension is made up
of pension contributions from insured citizens,
entrepreneurs, and government subsidies (about
one-third of the basic pension). The amount of
the basic pension is set annually in the legislative
form in a fixed amount and is sufficient to meet
the main needs. Contributions from employees
and employers are the source of financing the
second tier of supplementary pensions, but they
take the form of supplementary pensions: state
and corporate. This model is also characteristic
of Australia, Great Britain and some Northern
European countries.

The UK pension system is one of the most
advanced in the world. This three-level system
consists of basic state pensions, state long-
service pensions and non-state pensions. In the
United Kingdom, employees, who regularly pay
statutory contributions to one of the non-state
pension systems, are entitled to withdraw from
the mandatory state pension system. Insurance
companies, which provide a range of pension
services, play an important role in the UK pension
system. They have concentrated all pension
provision in their hands and provide more than

50% of turnover with this type of business.
The non-state pension system in this state is the
most popular, because it allows you to receive
a fairly high amount of pension, the amount
of which, according to his contributions, the
employee regulates independently.

The Chilean funded model is based on a full
accumulation of resources. In their case, it is not
a voluntary private provision, but a mandatory,
standardized and regulated provision determined
by the state. The model is a two-level. The first
level is a mandatory contribution of 10% of the
employee’s salary to one of the non-state pension
funds, which are strictly controlled by the state.
The second level is insurance in case of disability
or loss of a breadwinner (3% of salary).

One of the main problems that remains
relevant is that the new legislation contains
virtually no provisions to guarantee a certain
level of pension contributions. As international
experience shows, such guarantees exist in most
developed countries. In the European Union,
such minimum income guarantees are available
to the elderly, for which previous contributions
are required [12, p. 154]:

1. Equal pension — paid to all pensioners
provided there are enough contributions.
In Ireland and Great Britain they exist as separate
pension schemes, in which the amount of pension
depends on the number of weeks (years) during
which a person has paid contributions. In other
countries, the same pension is calculated on the
basis of a general formula that takes into account
the amount of contributions paid from wages.

2. Minimum pensions supplement the reti-
rement income, which is determined by wages,
to a set level. They are an integral part of salary
schemes that take into account the amount of
salaries, and, like some pensions, the right to
receive them depends on the minimum length of
the contribution payment period.

3. Pension benefits supplement retirement
income by a fixed amount or up to a certain level.
Unlike the minimum pension, eligibility depends
not only on the contribution period, but also on
the amount of pension received.

The experience of the analysed countries
shows the positive influence of financial
incentives on the participation of citizens in the
non-state pension system. In addition, financial
education programs also contribute to the
involvement of citizens in non-state pension
provision. Workplace retirement seminars help
increase coverage and contributions among low-
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income workers. Some of the most effective
programs are those that use effective advertising
and marketing communications to explain
and justify the need for savings. The goal of
such programs is to motivate employees and
remove identified barriers to their participation
in retirement programs, as well as to help them
make decisions and choices.

The uneven development of non-state pension
provision in different countries can be explained
by different conditions of access of employees to
non-state pension funds, as well as differences
in the set of incentives and alternatives offered
to them. Given the small scale of development
of non-state pension funds in many countries,
including Ukraine, the world practice has
developed the following mechanisms to increase
private participation of citizens in pensions:
automatic inclusion, financial incentives, financial
and educational programs, simplification of
services, opportunities to withdraw pension’s
accumulations.

Therefore, the reform of the pension system
of Ukraine and the development of non-state
pension provision are priority areas of state
policy in the field of improving social protection.
The world practice shows that the main subjects
that are able to accumulate significant amounts
of financial resources and convert them into
investment capital and multiply are non-state
pension funds. The level of development of non-
state pension provision is an indicator of the
economic and social situation of the country’s
population.

Beginning in 2004, a new pension system
began to take shape, which should provide
citizens of the state with a sufficient level of social
security after employment. It is the reform of the
pension system that should make it possible to
establish a direct dependence of the amount of
future pension benefits directly on each working
person, and not only on the state. That is, it
provides an opportunity for every working person
to provide an acceptable level of income after
retirement. The essence of the pension reform
is the transition to a three-level pension system,
where the third level is the system of non-state
pension provision.

Today, the system of non-state pension
provision does not play a sufficient role in the
pension protection of citizens of Ukraine. In our
opinion, the insufficient development of non-state
pension provision in Ukraine can be explained
by three groups of factors. Firstly, the low level
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of financial capacity of the majority of the
population to participate in the non-state pension
provision system. Secondly, the insufficient level
of motivation of citizens, which in turn is caused
by their lack of awareness of the principles
and results of non-state pension funds and the
financial system, distrust of these institutions.
Thirdly, the slow pace of development of non-
state pension provision is influenced by the
problems of the financial market, in particular
its underdevelopment, limited choice of reliable
financial instruments protected from inflation.

By eliminating these reasons, as well as
implementing a number of regulatory and
organizational measures, it is possible to
significantly stimulate the further development
of the market of non-state pension provision.
If we consider corporate issues, although the
service market is just emerging, and at the same
time the space for action is wide enough for all
and the interests of all seem to be common, but
there is not enough unity among its participants.
World practice shows that there is no other way
to win investors' trust except for transparency
and openness of information and a clear system
of fund performance evaluation.

It is worth paying attention to increasing the
supply of quality investment instruments for
pension funds. As their assets are long-term
and the shares are more resistant to inflation
than debt instruments, an increase in the part
of shares in the portfolio of non-state pension
funds should be allowed. In recent years,
instead of comprehensively reforming the entire
pension system, only a one-sided increase in the
resources of the Pension Fund has been carried
out, but the fund lacks money. By setting the
pension fund’s revenues at almost 80% of the
state budget revenues and directing current tax
revenues to finance the deficit, the state distorts
the proportions of the already weak economy.
Macro-financial imbalances have a negative
impact on society as a whole. It follows that
pension policy should focus on a gradual increase
in the state pension at a faster rate of growth of
pensions from the funded pension system and,
especially — from its private component.

PAYG pension system today forms the main
pension resources at the expense of mandatory
contributions of citizens and their employers. Due
to high contribution rates, the latter are forced
to hide the actual wage fund, thereby reducing
revenues to the budget of the Pension Fund,
which makes it deficient. Thus, there is a need to
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compensate for the lack of funds for the payment
of pensions to modern retirees through the State
Budget of Ukraine. The introduction of the second
and third levels is expected to solve the problem
of low pensions and provide retirees with the
opportunity to receive pensions corresponding to
their earnings during employment [11, p. 98].

The construction of effectively functioning
non-state pension funds in Ukraine is the
creation of a new pension mechanism. The
importance of these funds depends on their
ability to be an important source of support for
social standards and at the same time a means of
accumulating domestic investment resources to
increase the rate of development of the national
economy. It is essential for heads of enterprises
to conduct special explanatory events about the
system of non-state pension provision, to hold
specialized seminars, and to publish specialized
publications.

Therefore, the system of non-state pension
provision today has the following main problems
and shortcomings: insufficient experience in
regulating non-state pension funds; low level
of information among the population and
employers; low incomes that do not allow to
save for the future; distrust of the population in
the market of financial services, especially in
new institutions, in particular non-state pension
funds; unwillingness of the population to take
care of their own pension.

Conclusions. The main features of non-
state pension provision of foreign countries
are: coexistence of state and non-state pension
insurance systems, which complement each

other and provide a sufficient level of benefits
to citizens after retirement; control over the
activities of non-state pension funds by the
state; tax benefits are established in the case
of voluntary investment of own funds in non-
state pension funds in most countries; low asset
management rates for management companies.

The uneven development of non-state pension
provision in different countries can be explained
by different conditions of employees' access to
non-state pension funds, as well as by differences
in the set of incentives and alternatives offered to
them. Given the small scale of NSPF development
in many countries, including Ukraine, the
world practice has developed the following
mechanisms to increase private participation
in pensions: automatic inclusion, financial
incentives, financial and educational programs,
simplification of services, opportunities to
withdraw pension’s accumulations.

A significant impetus for the development
of non-state pension provision in the context of
pension reform will be the participation of the
NSPF in the mandatory funded and occupational
pension systems. Mandatory nature of pension
contributions and delimitation of sources of their
payment, as well as the maximum coincidence of
the number of participants within both systems
allow the introduction of an occupational pension
system within the funded and simultaneously with
it. At the same time, the development of small
and medium-sized businesses and an increase in
the level of the employed population can play an
important role in improving the system of non-
state pension provision in our country.
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