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IMPROVING OF EFFICIENCY THE FINANCIAL RESOURCES OF STATE PENSION
INSURANCE

The aim of the article is to study the uses of financial resources of the state pension
insurance in Ukraine and effort to enhance their effectiveness. Since the insurance fees as
sources of Pension Fund of Ukraine replaced on tax incomes of the state budget, it's shows
the imbalance of these financial resources. The article used methods of observation and
measurement.

The article describes the strategic and tactical ways of improving the efficiency of the
financial resources of the state pension.

The strategic way consists of development second level the pension system in
Ukraine. It is shown on the size of future pensions affects only the rate of pension fees,
investment income, term for savings pension fees and age for retirement. Determined that the
rate of pension fees amounting to 10.5% of payroll and 6.5% on investment income during 35
years of work activity can achieve the highest amount of correlation between the level of
payrolls of employees and their future pensions — 92.5 %.

The tactical way consists of viewing the source of financing current expenditure on
maintenance of the PFU and introducing uniform requirements for formation it's financial
reserve funds.

Key words: Pension Fund of Ukraine, the financial resources of the state pension
insurance, the balance of the financial resources of the state pension insurance, pension
fees rate, investment income, payroll (4 tab., 8 n. of lit.)

Cupopuyk A.A., k.e.H., 1oueHT Kadgeapu pinancis im. C.L.IOpis,
TepHoninibecbkHii HAIOHATBHUMIT €KOHOMIYHUI YHIBepcHTeT
HNIABUINEHHS EOEKTUBHOCTI BUKOPUCTAHHSA ®IHAHCOBUX PECYPCIB
JEPKABHOI'O TEHCIMHOI'O CTPAXYBAHHSI

MeTo10 HanMCcaHHs CTATTI € BUBUYEHHS (PIHAHCOBUX PECYPCIB JIEPKABHOIO MEHCIMHOTO
CTpaxyBaHHSI B YKpaiHi Ta po3poOka MpONpO3UIiil s MiJBUIIEHHS €QEeKTUBHOCTI iX
BUKOPUCTAHHA. AKTyaJlbHICTh TEMHU IyOJiKalii 3yMOBJE€HAa [II0YOK IPAKTHKOI0, KOJIHU
CTpaxoBl BHECKM B fKOCTI Jpkepena komriB IleHciiiHoro ¢onay VYkpaiHu 3aMiHeHI Ha
MOJATKOBI JOXOJM JIEP’KaBHOTO OFOKETy, M0 Tokazye aucOamaHc (IHAHCOBHX PECYPCIB
JIep’KaBHOTO TEHCIHHOTO CTpaxyBaHHSA. Y CTaTTi BUKOPHCTAaHI METOJM CIIOCTEPEXKEHHS 1
BHUMIPIOBAaHHS.

VY craTTi pO3MIAHYTI CTpaTeriuHi i TaKTUYHI HaNpsMH MiABUILEHHS e(EeKTUBHOCTI
(b1HaHCOBHX pecypciB JIep>KaBHOI EHCII.

CrpareriyHuii HampsM TOJSArae y pO3BUTKY APYroro piBHsS IEHCIHHOI cUCTEMH B
Vkpaini. [lokazano, mo Ha po3Mip MallOyTHIX HEHCIM BIUIMBAa€ TUTBKM CTABKM MEHCIHHMX
BHECKIB, IHBECTUIIIITHOTO 10XO/Y, TEPMiHY 320113 PKEHHS IEHCIHHUX BHECKIB 1 BIK BUXOJly Ha
neHcio. BusHaueHo, 1m0 cTaBka MeHCiHHUX BHECKIB B po3mipi 10,5% Bia gouay 3apoliTHOT
wiatd 1 6,5% Bix 1HBECTHIIMHOTO JOXOAY MPOTAroM 35 pPOKIB TPyAOBOi isIIBHOCTI,
JO3BOJIUTh JIOCATTH HAMOUIBIITH piBeHb Kopenslii MK piBHEM 3apoOiTHOT IUIaTH
MPAaIiBHUKIB Ta IX MalOyTHIX meHcii - 92,5%.

TakTuuHMil HampsM CKIAAA€ThCS 3 MNEperysaay Jukepena (iHAHCYBaHHS MOTOYHMX
BUTpaT Ha yTpuManHs IleHciiinoro ¢onxy VYkpaiHM 1 BBEAEGHHS €JUHUX BHMOT ISt
dbopMyBaHHS KOIMITIB HOTO (hiHAHCOBOTO PE3EPBY.



KiawuoBi cjoBa: gepkaBHe TMeHCiiiHe cTpaxyBaHHs, (iHAHCOBI pecypcu
JAepPKAaBHOI0 IEHCIiHOro cTpaxyBaHHs, 30ajaHcOBaHicThL (iHaHCOBHX pecypciB
JAePKABHOI0 MEHCIHOr0 CTPaxXyBaHHS, CTABKM INEHCIHHMX BHeCKIiB, IHBeCTHMUiHUN
noxia, ponx omnaru npaui (4 Tada, 8 Jlit.).
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TepHONOJbLCKNA HANMOHAJIbHBIN YIKOHOMUYECKUI YHUBEPCUTET
HOBBIINEHUE 3OPEKTUBHOCTHU UCITIOJIb30BAHUA ®UHAHCOBBIX

PECYPCOBI'OCYIJAPCTBEHHOI'O IEHCHOHHOI'O CTPAXOBAHUA

Llenpt0  HamMcCaHUs  CTAaThU  SBIAETCS  M3y4yeHHE  (UHAHCOBBIX  PECypCOB
roCyJapCTBEHHOI'O IIEHCHOHHOT'O CTPaxOBaHUs B YKpauHe U pa3paboTKa NMpEeAsoxKEeHUH Ui
NOBBIIIEHUST J(PPEKTUBHOCTH WX HCHOIB30BAHUA. AKTYalbHOCTb TEMBl MyOJIMKAIMK
o0ycioBeHa JeUCTBYIOIIEH MPaKTUKOW, KOTJAa CTPaXxOBble B3HOCHI B KAaueCTBE MCTOYHHUKA
cpenctB IleHcronHOrO poHIa YKparHbl 3aMEHEHBI HAa HAJIOTOBBIE JI0XO0/1bI TOCYJapCTBEHHOTO
OrojpkeTa, YTO IOKa3blBaeT JucOanaHc (UHAHCOBBIX PECYPCOB  TOCYIApPCTBEHHOI'O
IIEHCMOHHOT'0 CTpaxoBaHus. B cTarbe ncnosib30BaHbl METO/1bI HAOTIOACHUS U U3MEPEHUS.

B crarbe paccMOTpeHBl CTpaTErMUeCKHe M TAaKTUYECKUE HAIIPABIICHUS IIOBBIIICHUS
3 PEKTUBHOCTH (PUHAHCOBBIX PECYPCOB TOCYAAPCTBEHHON MEHCHH.

Crpaterndyeckoe HalpaBJICHUE 3aKJIIOYAETCSl B Pa3BUTHHM BTOPOIO YPOBHS IIEHCHOHHOMN
cuctembl B Ykpause. [loka3aHo, uro Ha pa3Mep OyIylMX NEHCUM BIUSET TOJIbKO CTaBKU
IEHCUOHHBIX B3HOCOB, MHBECTHLIMOHHOTO JI0X0/1a, CPOKA COEpexEeHUs] IEHCUOHHBIX B3HOCOB
U BO3pacT BbIXoJa Ha neHcuto. OnpeseneHo, 4To CTaBKa IEHCHOHHBIX B3HOCOB B pa3Mepe
10,5% ot ¢donna 3apaboTHOI mnatel U 6,5% OT MHBECTUIIMOHHOI'O JJOXOJa B TeUeHue 35 net
TPYAOBOM AESITEIBbHOCTH, MO3BOJIUT JOCTUYb CAMYyI0 OOJIBIIYIO CTEHNEHb KOPPENALUNA MEXIY
YPOBHEM 3apabOTHOM IIaThl PAOOTHUKOB U UX OyAyIIUX MeHcui - 92,5%.

TakTuyeckoe HampaBl€eHUE COCTOUT M3 NEPEeCMOTpa HCTOYHUKOB (UHAHCHPOBAHUS
TEKYIIUX pacxoJoB Ha cojaepkaHue lleHcroHnHoro ¢onaa YkpauHbl M BBEIEHUE €IUHBIX
TpeGoBaHul U1 popMUpOBaHMS CPEICTB €ro (MHAHCOBOTO pe3epBa.

KiroueBble cioBa: rocyaiapcrBeHHOe IEHCHOHHOe CTpaxoBaHue, (puHaHCOBBbIE
pecypcbl  IrOCyJAPCTBEHHOI0 IEHCHOHHOIO CTPAaxOBaHUsA, COAaJaHCMPOBAaHHOCTH
(pMHAHCOBBIX PeCYypCcoOB TroOCYJapCTBEHHOr0 IEHCHOHHOIO0 CTPaXOBaHHWS, CTABKHU
NCEHCHOHHBIX B3HOCOB, HHBECTUIIMOHHBIH 10X01, (poHa omnarsl Tpyaa (4 Taodu, 8 JIut.).

Introduction.

The Bismarck model as basis system social welfare of Ukraine population has been
building since independence. At last 25 years, Ukraine began to actively use the pension
insurance which filled don't formal (as it was in Soviet times) but the real financial sense.

The instrument forming of the state pension insurance must be insurance fees. But today
more than half of revenues in the State Pension Fund of Ukraine are incomes from State
Budget of Ukraine, which in turn are derived from tax revenues. Such transformations give
rise to change relationships in public finances when growing needs of pensions are provided
by the state budget. These processes modify the appointment state pension insurance, worsen
balancing the financial resources of the Pension Fund of Ukraine and shows groundlessness
and inefficiency of the financial base of state pension insurance in Ukraine. As the result, it is
impossible to work out long-term economic politic in the pension system of Ukraine.

One of the pressing questions on the modern stage there is an increase the balancing of
financial resources state pension insurance, forming of that must be base do only on the



internal sources (insurance fees). Using of financial resources should be correlated with the
volume of their insurance fees of the Pension Fund of Ukraine.

Despite the academic interest to the sphere of state pension insurance, for example,
B.Nadtochiy [1], M. Shavaryna, N. Shamanska [2]; modeling pension funds are considered S.
Berezin [3], Y. Ovseyenko [4], V. Piskunenko [5], the question about insurance fees of the
state pension insurance, improving the efficiency of their use is paid insufficient attention
from economists.

The actuality of the article is stipulated important of above-mentioned problems,
theoretical and practical value of their decision.

The aim article is research uses of financial resources the state pension insurance in
Ukraine and finding ways to increase their effectiveness.

Overview of result

Since the deteriorating financial condition of state pension insurance was due to a low
ratio of internal and external financial resources, reduce the load on the Pension Fund of
Ukraine (e.g. the reduction of its costs) be considered as a possible reserve for an efficient use
of its financial resources. Actually, this problem and designed to solve the pension reform in
Ukraine on generally - the transition from solidarity to an individually-funded pension
system, from one to three levels pension system.

The proposed economic-mathematical model of balancing financial resources of the
state pension insurance will secure the pensions for future retirees within the planned second
level new pension system of Ukraine. In other words, we are talking about a situation where
pension fees (as part of a salary) are going to accumulate during the work activity period of
employees and taking into account the value of accumulated pension and rate of return on its
use. It should be noted that the articles of economists [3, p. 12; 36; 4, p. 18; 5, p. 15; 6, p. 64]
considered modeling the budget Pension Fund of Ukraine (PFU) for using it in the conditions
of existence of solidarity of generations in financing future pensions. They are not intended to
define under which quantitative options PFU will function under conditions of only the
cumulative basis.

We suggested that the base conditions of the economic-mathematical models are:

1) a time pensions three times smaller than the period of payment of her insurance
fees: 35 years of insurance will relate to 15 years pensions;

2) PFU accumulated under conditions of pension fees only in the form of deductions
from wages of workers without existing charges on a payroll from employers;

3) the variants of pension fee rates in the range of 7 (as provided for by the state) to
10.5% and variations in investment income accumulated during the work activity ranging
from 3% to 6.5%.

The purpose of constructing the models determine:

a) conditions under which the amount accumulated fees PFUs should provide the
greatest possible correlation between the percentage of received wages of the employed
population and their pensions;

b) a communication between the share of payroll in GDP and the ratio between
received wages of the employed population and its future pension.

The budget PFU accumulated over conventional conditions can be mathematically
expressed by the formula (1). With the existence of return (%) on the income received fund
for its resources in the first year of accumulating will be:

B=B+) (1)



where B, — financial resources of PFU for the first year;

B — financial resources of PFU provided that is investment income;
I' — investment rates on the accumulated financial resources PFU.

Subject to the payment of pension fees and the immutability of other factors (the rates

of investment income, pension contributions) the accumulated budget of the PFU ( Btotal )
equals:

Bﬁl_z_.;,hlér )

where " - the period of pension fees.

Using formula (2) and taking into account the baseline model in table 1 shows a
possible correlation between the percentage obtained in future pension and wage fund in the
economy. Noted that the pension contribution rate will vary between 7% and 10.5%,
investment income - from 3% to 6.5% and the wage fund in the economy is taken at 2014-
2015 years.

Table 1 - Relationship between future pensions and wages subject to the initial
conditions of the model (option 1)

Payroll,
billion UAH
Pension fees

rate, %

Investment

income,%
The budget of

the Pension
Fund Ukraine | 2032,7 | 2413,3 | 2857,3 | 3375,4 | 3979,8 | 4685,1 | 5507,8 | 6467,4

35 years,
billion UAH
Annual the
Pension Fund 1355 160,9 190,5 225,0 | 265,3 312,3 367,2 431,2

of Ukraine

The ratio

between
pensions and

wages,%

Based on the calculated data it can make such conclusions.

With the existence of the payroll fund in the economy 636.7 billion UAH (index 2014-
2015 years), the rates of pension contributions of wages in PFU at 7% (which was to be
introduced since 2016) and investment income on accumulated funds PFU of 3%, the annual
budget accumulated PFU after 35 years period of insurance will be 2032.7 billion UAH.

With its use for 15 years, excluding investment income on the balance of unused
amounts and incurred administrative and management costs fund, the annual cost of PFU will
equal 135.5 billion UAH. However, the average pension will amount to 29.1% of payroll. The
calculated data leads to the conclusion that the greatest correlation between the size of
received pension and wages (92.5%) can be achieved by paying 10.5% pension fees and
accrual annual rate of return on the accumulated contributions of 6.5 %.

636,7

7,0 7,5 8,0 8,5 9,0 9,5 10,0 10,5

3,0 3,5 4,0 4,5 5,0 55 6,0 6,5

29,1 34,5 40,9 48,3 56,9 67,0 78,8 92,5




The model (option 2) has been proposed as a simulation of this situation at the
economy when the rate of pension fees during the insurance period with wages of individuals
will be unchanged - 7%; payroll will remain at 2014-2015 years - 636, 7 billion UAH. Only
rates will on investment income are variables. Based on the assumption that using the funds
must be lower interest rates than deposits, we consider rates is range from 6.5 to 10%. The
result calculations are presented in Table 2.

Table 2 - Correlation between future pensions and wages subject to the initial
conditions of the model (option 2)

Payroll,
billion UAH 636.7
Pension fees rate, % 7,0
Investment income,% 6,5 7,0 7,5 8,0 8,5 9,0 9,5 10,0
The budget of the

Pension Fund Ukraine | 4311,6 | 4827,9 | 5412,3 | 6074,3 | 6824,4 | 7674,4 | 8638,1 | 9730,8
35 years, billion UAH

Annual the Pension

Fund of Ukraine 2874 | 321,9 | 360,8 | 4050 | 455,0 511,6 575,9 | 6487

The ratio between |1 2 | sog | 774 | 869 | 976 | 1007 | 1235 | 1391
pensions and wages,%

Data in table 2 show that highest ratio between the amount pensions and wages will be
achieved by 10% annual investment income on accumulated over 35 years fees to the PFU in
conditions constant rates of pension fees and changes in investment incomes in the range of
6.5% to 10% per annum. Under such circumstances, as in option 1, excluding investment
income on the balance of unused amounts and incurred administrative and management costs
fund, the level of pensions obtained during for 15 years will amount to 139% of the resulting
income. Rejecting the extreme values of the model and considering the average values of the
set parameters, we can conclude that if in conditions the 8-8.5% of investment incomes and
7% insurance fees everybody may in the future count on a pension that is equal 86-97% of its
earnings during the period of work activity.

The solution to the second problem, which we determined, is the need to establish
communication between the share of payroll in GDP and the ratio between received wages of
the employed population and its future pension, given in table 3.

In constructing the table 3 baseline conditions were same as for the table 2.

The share of payroll in GDP Ukraine is set at 2014-2015 years (48,9%) and remains
unchanged for pension fees in the range from 7% to 10.5% and investment income in the
range from 3% to 6.5%.

Table 3 - Correlation between future pensions and wages at constant share of payroll
changes and rate of pension fees and investment income on accumulated contributions

The share of payroll in GDP 48,9
Pension fees rate, % 7,0 7.5 8,0 8,5 9,0 9,5 10,0 10,5
Investment income,% 3,0 3,5 40 45 50 55 6,0 6,5

The budget of the Pension
Fund Ukraine 35 years, 222,3 | 263,9 | 312,4 | 369,0 | 435,1 | 512,2 | 602,2 707,1
billion UAH




Annual the Pension Fund of
Ukraine

The ratio between pensions
and wages,%

The data have given in table 3 show a share of payroll in GDP and increasing the size
of pension fees and investment incomes in no way to affected the ratio between the salary and
future pension. It will continue to be 92.5% of the wages provided that 10.5% rate of pension
fees and 6.5% of revenue accumulated by PFU (or 29.1% of the wages provided that 7% rate
of pension fees and 3% of investment incomes on pension savings).

Let's learn which factors economic or financial system will significantly affect the
ratio between pensions and payroll.

Conditions of table 4, unlike the conditions table 3, determine the change in all its
parameters: from a growth of the share of the payroll fund in the GDP, increasing the rate of
pension fees to increasing investment incomes. We assume that the change in these
parameters will continue to grow at 0.5-1%, compared to a basic index.

Table 4 - Relationship between future pensions and payrolls while increasing the share
of payroll, pension contribution rates and investment income on accumulated contributions
The share of payroll in GDP | 51,0 52,0 | 53,0 54,0 | 550 | 56,0 | 57,0 | 58,0

Pension fees rate, % 7,0 7,5 8,0 8,5 9,0 95 | 10,0 | 105

Investment income,% 3,0 3,5 4,0 45 5,0 55 6,0 6,5

The budget of the Pension

Fund Ukraine 35 years, 222,3 | 269,0 | 324,7 | 390,8 | 469,3 | 562,5 | 673,1 | 804,2
billion UAH

Annual the Pension Fund of

Ukraine

The ratio between pensions

and wages,%

Based on the data in table 4 we can be argued that increasing values of the ratio
between pensions and payrolls, despite the increase in the share of payroll in the GDP, is at
the same rate as in the constant value of this index. In other words, no absolute size of payroll
or change in its share of GDP by the amount pensions for retirement-employed not affected.
Its impacts exercise only the rate of pension fees, investment income, term for savings
pension fees and age for retirement.

Balancing the financial resources of the state pension insurance can be achieved by
viewing the source of financing current expenditure on maintenance of the PFU.

Art. 87 Budget Codex of Ukraine determined that the expenditures undertaken by the
State Budget of Ukraine include expenditures on public administration, including the
legislative and executive powers [7]. The legal status of the PFU equals to that of the State
Committee of Ukraine.

In this point, the provisions of Art. 87 Budget Codex of Ukraine come into
contradiction with existing legislation, defining features of the administrative expenditures of
state funds, including the PFU. In particular, Art. 72 and 73 of the Law of Ukraine "On
Compulsory State Pension Insurance”, which provided funding for administrative expenses of
the PFU due to insurance pension contributions [8]. Thus, the existing practice of current
maintenance and logistical support of the PFU due to insurance fees is contrary to the
provisions of the Budget Codex of Ukraine and must be changed.

148 | 176 | 208 | 246 | 290 | 34,2 | 40,2 47,1

29,1 | 345 | 40,9 | 483 | 56,9 | 67,0 | 78,8 92,5

148 | 179 | 216 | 26,1 | 313 | 375 | 449 | 53,6

29,1 | 345 | 409 | 483 | 569 | 670 | 788 | 92,5




The next step, which is going to balance the financial resources of the state pension
insurance, it's a need to introduce uniform requirements for formation of financial reserve
PFU funds. In practice is no single methodological approach to the formation of financial
reserves state pension insurance, as evidenced their different volumes during the period
reviewed, the absence of mandatory their creation.

Extrapolation of Art. 14-3 of the Budget Codex of Ukraine to PFU activity, we suggest
that the amount of reserve cash should not exceed 2% of the expenditure budget of the PFU. It
is to provide seven-days requirements to finance insurance payments. Thus, maintaining the
reserve of circulating cash at end of period (year) should become mandatory.

The proposed measures will enable to obtain a controlled and certain construction of the
system of state pension insurance.

Conclusions and discussion.

Among the strategic ways of efficient using financial resources the state pension
insurance to realize in practice the second level pension system of Ukraine. The conclusion is
based on the fact that these actions will reduce burden on the budget PFU because the
structure of its financial resources has shown to the deterioration of this type of social
insurance. Reducing the burden or cost pensions for PFU is going to eliminate the need for
financing pensions from the State budget of Ukraine at the same time improve the ratio
between internal and external resources of state pension insurance.

Four economic-mathematical models have helped to formulate the following
conclusions:

a) no absolute size of payroll or change in its share of GDP for retirement-employed
not affected. Its impacts exercise only the rate of pension fees, investment income, term for
savings pension fees and age for retirement;

b) at rates of pension contributions at a rate of 10.5% on payroll and 6.5% on
investment income and accumulating during the 35 years labor activity (a scenario most
closely approximates to the economy of Ukraine) can achieve the greatest correlation between
the level of payroll of employees and their future pension - 92.5%.

Further Study

Solving problems balancing financial resources state pension insurance in future
pension system of Ukraine is perspectives for further study. Developing the second level
pension system will help to improve a correlation between the level of a payroll of employees
and their future pensions that must be base only on insurance fees.
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