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Analysis of legal aspects involved in the pension system and studies of demographic indicators measuring
this system capacity has been increasingly important due to the critical role of the pension system as part of
broader system for social security. The article contains analysis of the pension system in Ukraine and the direc-
tion of its reforms, especially the reforms of solidarity system of pensions, prevailing now in Ukraine.

Demographic and economic indicators that have impact on the pension level in Ukraine are studied: pen-
sion age and average life expectancy, employed population aged 15-70. It is emphasized that the increasing
employment in the Ukrainian economy has no effect for the pension level, because the number of people in the
pension age has been increasing by higher rates that the employment number. The indicators of minimal and
maximal pensions, cost of living, minimal and maximal wage in Ukraine are studied. A comparative analysis of
demographic indicators and pension indicators in Ukraine and selected countries of Europe and other world
is made. The analysis shows wide gap between Ukraine and the above countries, including new EU member
countries, by pension level. The living standard of pensioners is estimated by net pension income, derived as a
percentage of net average earnings. For the individual income, which equals to the average, it is derived as the

replacement rate. Results of pension modeling for different levels of individual earnings are presented.
The conclusion is made from the analysis that the central problems of the Ukrainian pension system are
low pensions of the majority of the population in the pension age and the imbalanced budget of the Ukrainian

Pension Fund.

Keywords: pension system, life expectancy, pensioner, minimal pension, maximal pension, minimal wage,

maximal wage.

Pensions play the key role in the social protection
system. The right of every citizen for social security
is fixed in the Constitution of Ukraine. The central
objective of the pension system is to ensure decent
living conditions of people in the retirement age by
providing the guaranteed income after retirement,
to eliminate economic and demographic risks of the
pension system and reduce poverty. The pension
system is a part of the social and fiscal system of a
country, asby influencing formation and redistribution
of budget funds it determines the stability of the
financial system at country level. The need for social
security of disabled people occurred in the industrial
era and the rapidly increasing employment, which
required their social protection through the pension
system.

The pension system existing in Ukraine does not
provide decent living conditions for the elderly. The
budget deficit of the Pension Fund has been growing
every year and has already reached enormously high
level. The pension system of Ukraine features lack
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reliable and transparent accumulation mechanisms
that would allow for accumulating funds for old age,
social insecurity and injustice, lack of pension culture.

Since pensions are the main income source for
pensioners, they should be essentially treated as
statutory monthly allowance for disabled people due
to the onset of pension cases such as age, disability,
loss of provider. The right for financial security
in case of old age, sickness, disability or loss of
provider, as well as other types of social allowances
and benefits are guaranteed by the Constitution of
Ukraine. It specifies that citizens have the right to
social protection that includes the right for security
in cases of complete, partial or temporary disability,
widowhood, unemployment due to circumstances
beyond their control, and also in old age and in other
cases specified by the law.

Pensions are a kind of material support to citizens
established by the state in form of pensions and social
services, provided with the onset of retirement age,
occurrence of employment or due to disability or
loss of provider, from the Pension Fund of Ukraine,
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the Social Insurance Fund and the State Budget
[1]. The pension system is composed of a complex
set of institutions, relationships and mechanisms, by
which the pension funds are formed and appropriate
conditions for the pensions for disabled people
are created. In many countries it includes several
elements: the state pension system, mandatory funded
system, and additional occupational pension savings
program [2].

The pension system is one of the essential social
guarantees for the sustainable development of society,
as it covers all the social strata. Important tasks
of the pension system include poverty reduction
and balancing of incomes, mitigation of economic,
political, and demographic risks facing any pension
system. The objectives of the pension system are:

- protect against poverty in the retirement age;

- provide guaranteed income after the retirement,
which amount is usually proportional to the amount
of earnings;

- protect this income against further decline in
living standards as a result of inflation.

The model of the pension system should be
integral, structured, dynamic and multidimensional.

The world practices show that there are no universal
rules for the formation and operation of the pension
system. The pension system plays an important
role in the social and political life of a country, its
financial and budgetary, having significant effects for
formation and redistribution of financial resources in
the regional and sectoral aspects, and for the stability
of the national financial system [3].

We are going to analyze retirement age and life
expectancy in foreign countries by the data of the
National Institute for Strategic Studies [4].

Figure 1 shows that in Belgium, England and
Germany average life expectancy of pensioners is
15 years, in Spain it is 16.6 years, and 17 years in ltaly
The average pension inthe United States is about 50%
of the salary. With life expectancy in the US being
78.7 years, the life expectancy of American pensioners
is nearly 14 years. In France where the life expectancy
is longer, for pensioners it is nearly 22 years. Japan has
the highest life expectancy in the world, 83.6 years,
and the life expectancy for pensioners is 18.6 years.
In Ukraine, the average life expectancy is 71.4 years,
with the life expectancy for pensioners being only
years [5].
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Figure 1. The Retirement Age and the Life Expectancy, years

In addition, pensioners overseas have also
housing and utilities paid by the budget. In France,
the minimum monthly pension is 500 euro, in the UK
- 480 euro, and in ltaly - about 500 euro [6].

Let’s analyze the average pension level in the
new EU member countries [7]. The average monthly
pension in these countries is supposed to be much
higher than in Ukraine, especially when one considers
that the average monthly pension in Ukrainian in
2015 amounted to 1573 UAH, which is equal to nearly
56 euro (see Figure 2).

Using data from the State Statistics Service of
Ukraine let’s compare the number of pensioners and
the employed population aged 15-70 in Ukraine
[8] (see Table 1). As shown, in 2011 the number of
people in retirement age began to grow, and in 2013 it
slightly reduced. According to the Ukrainian Pension
Fund, the total number of pensioners in Ukraine as for
01.01.2015 amounted to 12,147,189 people. According
to our estimations, the number of pensioners per 1000
inhabitants is 299 in 2010, 300 in 2011, 303 in 2012,
299 in 2013, 298 in 2014, and 283 as of 01.01.2015.
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Figure 2. Average Pension in New EU Member Countries, Euro

Employees and Pensioners in 2010-2015 in Ukraine

Year Population
2010 45962.9
2011 45778.5
2012 45633.6
2013 45553.0
2014 45426.2
2015 42928.9

The pension amount in Ukraine has been stable
in spite of the increasing employment, mainly because
the number of pensioners has been growing faster
than the employment. Given this trend, the ratio of
pensioners to working age population can be predicted
as 50% by 2025, and 76% by 2050. This prediction

Demographic Trend

Natural increase Annual

of population p%egmhon
Country

2000 2025 2000 2025
UK 0.1 0.0 0.4 0.2
France 04 0.0 0.5 01
Germany -0.1 -0.5 0.1 -0.2
Italy 0.0 -0.5 0.3 -0.3

Data from the State Statistics Services of Ukraine
[8] are used for further analysis of the main indicators
of financial security of the Ukrainian population:

Table 1

(thousand people)

Employed population

aged 15-70 Pensioners
20266.0 13721.1
20324.2 13738.0
20354.3 138205
20404.1 13639.7
18073.3 13533.3
18073.3 12147.2

indicates that Ukraine won't be capable to keep up
simple reproduction of the population. This situation
underscores the urgent need for pension reform.

A very similar demographic trend can be seen in

European countries (see Table 2).

i European Countries

Share of people older than 60

2000 2025
All Male  Female All Male
20.4 8.8 11.6 27.4 125

20.5 8.6 119 28.4 124
23.2 9.5 12.7 32.9 148
23.8 10.1 13.7 325 144

Table 2

(%)

Female
14.9
16.0
18.1
18.1

minimal and maximal pension benefits, cost of living,

minimal and maximal wage (see Table 3).
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Financial Security and Pensions in Ukraine

Vear pension pension
2010 695 6950
2011 750 7500
2012 822 8220
2013 894 8940
2014 949 9490
2015 1074 10740

As shown by Table 3, from 2010 till 01.01. 2015
both the minimal pension and the minimal wage
was consistently higher than the cost of living. The
minimal pension in this period is lower than the
average cost of living and the minimal wage. Also, the
upward trend in maximal wage is recorded.

Table 3
(UAH)
Costofliving  Minimal wage  Maximal wage

825 869 13035

894 941 14115

1017 1073 18241

1108 1147 19499

1176 1218 20706

1330 1378 23426

The living standard of pensioners can be estimated
by net pension income, derived as a percentage of net
average earnings. For the individual income, which
equals to the average, it is derived as the replacement
rate. Pension modeling results for different levels of
individual earnings are presented in Table 4.

Net Pension Income

Individual earnings relative to
the average

UK

0.5 43.6
0.75 44.8
10 47.6
15 55.1
2.0 56.3
2.5 56.3

Because only the mandatory pension system is
accounted for, the indicator measures the need for
individual pension for employees, which differ by
level of income for the life time. Hence, the need for
individual retirement pension schemes is the largest
in the UK., as the budget provides only 47.6% of the
average retirement income. However, in Italy, with
its strong mandatory pension system, the citizens’
participation in individual pension programs can be
quite limited.

It should be also noted, that family support to
an isolated elderly is a special, informal component
of pension provision in Ukraine. The poverty level
by structural criterion is 59.3% in Ukraine, and of
the determining factors for risk of poverty increase is
presence of at least one person over 75 plus at least
one child and plus at least one adult of retirement age
in a household.

Ukraine has already made attempts to reform the
solidarity pension system:

- limitations imposed on the maximal amount of
pensions;

- length of military service increased for military
officers;
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Table 4
(%)
Country
France Germany Italy
55.5 37.0 49.1
55.5 53.8 69.3
65.0 71.8 88.8
84.3 107.7 125.2
102.6 117.8 159.7
120.1 117.8 192.0

- single social contribution introduced;

- pensions to working pensioners limited to 85%;

- insurance period taken into account in calculat-
ing the pension increased;

- the retirement age increased.

The last pension system reform in Ukraine was
in 2011, with amendments made to the legislations in
order to recover the Pension Fund of Ukraine. The
decision was taken to increase the retirement age for
women from 55 to 60 years in the following ten years.
Since October 1, 2011, full pensions have been given
for 35 years of service for men (instead of 25 years)
and 30 years of service for women (instead of 20
years). Also, while people upbringing several children
had needed to pay contributions for a relatively
shorter period to be eligible to pension, the Pension
Law enforced in 2011 increased the minimal period
for paying contributions from 5 to 15 years.

Some important changes in the pension system,
which were not a part of the whole strategy, concerned
the calculation and indexing of pensions, including:

1) change of the minimal pension;

2) calculation of the reference wage to calculate
the pension;
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3) calculation of the effective annual increasesxceeding tenfold the minimal wage (much higher

in pensions.

In March 2014, a number of small changes were
taken in order to save money, including increase of the
retirement age for preferential pensions and abrogation
of “special” pensions to high rank employees staying
on their positions  after the pension retirement
age. Furthermore, if there’s no additional change
to the legislation, new “special” pensions will not be
administered in the future, whereas pensions will be
given on general basis within the solidarity system.

For the pensioners who do not receive “special”
pensions but continue to work, the amount of
pensions exceeding three minimal wages (3654 UAH)
was reduced by 15% in 1st ofJanuary 2015. Pensions

than the average pension) are taxed at 20%. As very
few retirees a subject to this provision, its economic
effect is small.

In view of the above, the main problems of the
existing pension system in Ukraine are low level of
pensions of most people who have reached retirement
age, and the imbalance of the Pension Fund. As
international practices show, the development of
private pension system is an essential component of an
effective market economy, because the funds invested
in private pension funds, apart from providing the
steady future income to a pensioner, work for the
benefit of the national economy, being invested in
national business enterprises.
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C. C. 3antb6o0BcbKa,

KaHOM[AT eKOHOMIYHUX HayK,

[lOUeHT Kateapu hiHaHCiB;

B. A. MeNbHUK,

KaHOM[AT eKOHOMIYHUX HayK,

[OLeHT Kahepyu MeHeI>KMeHTY 30BHiLUIHbOEKOHOMIYHOT JisNbHOCTI;
HauioHanbHa akafiemis CTaTUCTVKY, 06NiKy TaayanTy

AHani3 neHCinHOI cncTemMmn B YKpaiHi:
peaniiTa MbkKHapoAHWIA [OCBIA

Y cTatTi pPoO3rAsiHyTO CMCTEMY MEHCIHOrO 3abe3neyeHHs B YKpaiHi, BUABMEHO i OCHOBHI HeAonikn Ta
OKpecneHo HanpsMm ii pe)opMyBaHHs, Hacamnepes y YacTUHI CONifapHOro KoMMnoHeHTa. MpoaHanizoBaHo fe-
mMorpadiyHi Ta EKOHOMIYHI MOKa3HWMKMU, L0 BMJIMBAKOTh Ha PiBEHb MEHCINHOrO 3abe3neyveHHs B YKpaiHi, cepes
AKUX: MEHCIAHWIA BIK, CEPefHS TPUBATICTb XMUTTA NPU HAPOLXKEHHI, YNCENbHICTb 3aliHATOr0 HaCeneHHA BiKOM
15-70 pokiB. MigKpecneHo, WO 36i/bLIEHHSA 3aHATOCTI B eKOHOMILi YKpaiHW He cnpaBnsiTUMe HiiKoro BRau-
BY Ha piBEHb MeHCIT, OCKINbKN KiNbKICTb /I0AEN Y NeHCIHOMY Bili 3pocTae Oifibll BUCOKMMY TEMMaMu, HiX
4ymcno poboymx micup. MNogaHo NOKasHWKN NPOXWUTKOBOIO MiHIMYMY, MiHIManbHUX Ta MakCUMasibHUX MeH-
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CifiHMX BUNAT i 3ap0obiTHOT NnaTy B YKpaiHi. [poBefeHO MOPIBHANBHUIA aHani3 gemorpagiuyHnx xapakTepuc-
TUK | MOKa3HUKIB MEHCINHOro 3abe3neyeHHs B YKpaiHi, LeAKNX KpaiHax €Bponu Ta cBiTy. Pe3ynbTatun aHanisy
CBifYaTb NP0 3HAYHUI PO3PMB MK YKPAiHOK | 3a3HAYEHUMU BULLE KpaiHamu, B TOMY YMC/Ti HOBUMU KpaiHaMm
- yneHamun €C, 3a po3MipOM MEeHCI. PiBeHb XXWUTTA NEHCIOHEPIB OLiHIOETHCA 3@ YACTUM MEHCIAHUM JOXO0AO0M,
OTPUMaHMM SIK BifCOTOK Bif CepeAHbOro 3apobiTky. MNMpeAcTaBneHi pe3ynbTaTv MOAENOBAHHA NEHCIA And pis-
HWX PiBHIB IHAMBIAYaNbHOr0 3ap0oBITKY.

3a pesynbTatamu LOCNIAKEHHS 3p06/1IEHO BUCHOBOK, WO LIEHTPabHUMK Npo6/ieMaMm YKpaiHCbKOT MEHCI-
HOT CMCTEMU Ha Cy4acHOMY eTarni € HU3bKWA piBeHb MEHCI 6iNbLIOCTI OCid, AKi AOCATIN MEHCIAHOIO BiKy, Ta
HesbanaHCoBaHiCTb 61OMKeTy IMeHCIHOTro (hoHAY KpaiHu.

KntoyoBi cnoBa: neHciiiHe 3a6e3neyeHHs, NeHCiHa CMCTeMa, TPUBATICTb XXUT TS, NEHCIOHEP, MiHIManbHa
MeHcis, MakcrMasibHa MeHcia, MiHiMasbHa 3apnnaTa, MakcuMabHa 3apniaTa.

C. C. 3antb6o0BcKas,

KaHauaaT 3KOHOMUYECKUX HayK,

[loUeHT Kadhepbl (hMHAHCOB;

B. A. MeNnbHUK,

KaHauaaT 3KOHOMUYECKUX HayK,

[OUEeHT Kathepbl MEHEI>KMEHTA BHELLIHEIKOHOMMWYECKO JeA TeNbHOCTU;
HauuvoHanbHaa akafemus CTaTVCTUKA, yueTa n ayura

AHaNN3 NEHCMOHHOW CUCTEMbI B YKPaAUHE:
peannun n MexayHapoaHblii onbIT

PaCCMOTPEHa CMCTEMA MEHCUOHHOro ob6ecrneyeHns B praI/IHe. MceneposaHbl ,D'eMOFpa(*)VI‘-IECKVIe n
IKOHOMMYECKNE NOKasaTen, BNNAKLWNE Ha yPpOBEHb MEHCMOHHOTO obecneyeHuns B praI/IHe, Cpean KOTOpbIX:
NMeHCUOHHbIN BO3pacCT, CpeaHAA NpPOoAO/DKUTENbHOCTb XXU3HWU TPU POXAEHUU, YNCNEHHOCTb 3aHATOrNO Ha-
ceneHna B BO3pacTe 15-70 ner. npe,ﬂ,CTaBﬂeHbl nokKasartesim NPOXMTOYHOI0 MUHUMYMa, MUHUMaA/IbHbIX WU
MaKCUMaJibHbIX MEHCUOHHbIX BbIMNaT U 33pa60THOI7I nnatbl B praI/IHe. BbinosHeH CpaBHVITeI'IbeII\/'I aHans3
,EI'EMOFpa(*)VI'-IeCKI/IX XapaKTepucTuk n nokasaTtesnei NeHCMOHHOro 06ecneyeHns B praI/IHe, HEKOTOPLIX CTPaHax
EBpOI'IbI n Mupa. CpaenaH BbIBOA, YTO OCHOBHbIMM I'Ip06}'IeMaMVI NMeHCUOHHOW CUCTEMbI praI/IHbI Ha COBPEMEH-
HOM 3Tare SBAKTCA HU3KWIA YPOBEHb MEHCUN 60/1bLUMHCTBA ﬂPO,quI, OOCTUTWINX NEHCUOHHOIo BO3pacTa, U
H€C6a]'laHCl/IpOBaHHOCTb 6PO,CI,)K€Ta [eHCcnoHHOoro q)OH,qa.

KntoueBble cnoBa: MEHCUOHHOE OO6ecneveHne, MEHCUOHHAA CUCTEMA, MPOAO/IKNTENBHOCTDL  >KNU3HWU,
MEHCMOHEP, MUHMa/IbHaA NEeHCUA, MaKCUMallbHaa NeHCuda, MMHMManbHaa 3apniaTa, MakKCuMalibHasa 3apniaTa.
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