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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 financia
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
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Cupopuyk A.A.

NIABALLEHHA E®DEKTUBHOCTI BUKOPUCTAHHA ®IHAHCOBUX
PECYPCIB AEP>XXABHOIo NEHCIMHOro CTPAXYBAHHA

MeTor0 HamKMCcaHHS CTAaTTi € BUBYCHHS (PIHAHCOBUX PECYPCIB ACPKABHOTO MEHCIITHOTO
CTpaxyBaHHS B YKpaiHi Ta po3poOKa MPOMO3WINK JUIsl IMiIBHIICHHS €(QEKTUBHOCTI iX
BUKOPHCTAHHA. AKTyalbHICTh TEMH MyOMmiKalii 3yMOBI€HAa [iI0UOI0 MPAKTHUKOIO, KOIU
CTpaxoBi BHECKH B SIKOCTiI mkepena komriB Ilenciiinoro ¢onmy VYkpainu 3amiHeHi Ha
MOJIaTKOBI JOXOIU JIE€P>KaBHOTO OIO/KETy, IO MoKa3ye AucOanaHc (iHAHCOBUX pPeECypcCiB
JEP’KaBHOTO TIEHCIHHOrO cTpaxyBaHHS. Y CTaTTi BUKOPHUCTaHI METOMU CIIOCTCPEHKCHHS 1
BUMIpPIOBaHHS.

VY craTTi pO3MNISHYTI CTpATErivyHi i TaKTUYHI HANpsSMHU MiIBUIIEHHS €()EeKTUBHOCTI
(biHaHCOBHX pecypciB Iep:KaBHOI MEHCII.

Crpareriyauii HampsM TOJSATA€E Y PO3BUTKY IPYTrOTO piBHS TEHCIHHOI CHUCTEMH B
VYkpaini. [lokazano, mo Ha po3Mip MalOyTHIX TEHCIM BIUIMBA€ TITbKU CTaBKU MEHCIHHUX
BHECKIB, IHBECTUIIIHOTO JOXO/Y, TEPMiHY 3a0LIa KCHHS IEHCIMHUX BHECKIB 1 BIK BUXOJly Ha
neHcio. BuzHadyeHo, 1o craBka neHciiiHUX BHecKiB B po3mipi 10,5% Bix ¢onxy 3apoGiTHOT
wiatu 1 6,5% BiJ] IHBECTULIHHOTO JJOXO.y MPOTATOM 35 POKIB TPY10BOi A1SUIBHOCTI, JO3BOJIUTh
JIOCATTH HAWOUIBIIMK PIBEHb KOPEJALil MK piBHEM 3apoO0iTHOI MJaTH MpaliBHUKIB Ta iX
MaiOyTHIX meHciit - 92,5%.
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TakTUuHUN HampsiM CKIIAJA€ThCs 3 Meperisay Jokepena (iHAHCYBaHHS MOTOYHUX
BUTpaT Ha yTpumaHHs lleHciiiHoro ¢onay VYkpaiHu 1 BBEACHHS €IUHUX BHUMOT IS
(dopMyBaHHS KOIITIB HOro JiHAHCOBOT'O PE3EPBY.

Knwuosi cnosa: nepxxaBHe TMEHCIHE cTpaxyBaHHs, ()IHAHCOBI pecypcu Aep KaBHOTO
MEHCIMHOTO CTpaxyBaHHsI, 30aJIaHCOBaHICTh (PIHAHCOBUX PECypPCiB JACPKABHOTO TMEHCIMHOTO
CTpaxyBaHHsI, CTABKH MEHCIHHUX BHECKIB, IHBECTHIIIHMIA JOX1d, (GOHI OTUIaTH TpaIli.

Coigopuyk A.A.

NOBbLILWWEHWNE 3®MDEKTUBHOCTU NCNOJIb3OBAHNA ®VNHAHCOBbIX
PECYPCOB rocygAPCTBEHHOIO NEHCNOHHOIO CTPAXOBAHUA

Lenpto  HamucaHuss  CTaTbu  SIBISIETCS ~ W3yYeHHE  (DMHAHCOBBIX  PECYpPCOB
rocyJJapCTBEHHOI'0 NIEHCHOHHOTO CTpaxOBaHMs B YKpauHe U pa3padoOTKa MPEeUIOKEHUH JUIs
NOBBIIIEHUST A(PPEKTUBHOCTH WX HCMOIB30BaHUA. AKTYaJbHOCTh TEMBI ITyOJIHKAIMN
o0ycroBieHa JeUCTBYIOMIEH MPaKTHUKOW, KOTAAa CTPaxOBble B3HOCHI B KayeCTBE MCTOYHHUKA
cpencts [lencrnonHoro Gonaa YKpanHbl 3aMEeHEHBI Ha HAJIOTOBBIE JI0XO/IbI TOCY1aPCTBEHHOTO
OrojkeTa, YTO IMOKa3blBaeT JucOaisaHc (UHAHCOBBIX PECYPCOB  TOCYAApPCTBEHHOI'O
NEHCHOHHOTO CTpaxoBaHUs. B cTaThe MCTIOIB30BaHBI METOBI HAOIIOICHHS U U3MEPEHHUSL.

B crathe paccMOTpeHbl CTpaTerMuyecKue M TAaKTUYECKUE HAIPABJICHHS IOBBIILICHHS
3P PEeKTUBHOCTH (PUHAHCOBBIX PECYPCOB TOCYJapCTBEHHOM MEHCHH.

Crparernyeckoe HampaBlIEHHE 3aKJIIOYAeTCs B Pa3BUTUU BTOPOrO YPOBHS NEHCHOHHOM
cuctembl B Ykpause. [loka3aHo, uro Ha pazmep OyAyIIMX NEHCHHM BIUSET TOJIBKO CTaBKU
NEHCHOHHBIX B3HOCOB, MHBECTULIMOHHOTO /10X0/1a, CPOKa COEpeKeHHs IEHCHOHHBIX B3HOCOB U
BO3pacCT BbIXOa Ha MeHcut0. OnpeeNnieHo, 4TO CTaBKa MEHCHOHHBIX B3HOCOB B pazmepe 10,5%
oT (oHa 3apaboTHOM M1aThl U 6,5% OT HHBECTULIMOHHOTO 10X0/1a B TeUeHHE 35 JIeT TPy A0BOH
JESATEIbHOCTH, TO3BOJUT JOCTUYbL CaMyl0 OOJIBIIYIO CTENEHb KOPPEISILMU MEXIYy YPOBHEM
3apaboTHOM MIaThl paOOTHUKOB U UX OyIymuX nencuu - 92,5%.

TakTuueckoe HampaBlIEHUE COCTOUT U3 NEPECMOTPa HCTOYHUKOB (PUHAHCHUPOBAHUS
TEKyIIUX pacxoloB Ha conepxkaHue lleHcnoHHoro ¢oHga YKpauHbl M BBEICHHUE €IUHBIX
TpeGoBaHu It HOpPMUPOBAHUS CPENICTB €0 (PMHAHCOBOTO pPe3epBa.

Knrwoueegwie cnosa: rocynapcTBEHHOE EHCUOHHOE CTpaxoBaHUE, (PUHAHCOBBIE PECYpChI
rOCyJITapCTBEHHOTO IEHCHOHHOTO CTPaxOBaHMs, COATaHCUPOBAHHOCTH (DMHAHCOBBIX PECYpPCOB
rOCyJJapCTBEHHOI'O  MEHCHOHHOI'O  CTpaxOBaHMs, CTAaBKM  IICHCUOHHBIX  B3HOCOB,
WHBECTUIIMOHHBIN 10X0/, GOH] OTUIATHI TPY /.

I ntroduction. 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 revenuesin 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. Asthe result, it is
impossible to work out long-term economic politic in the pension system of Ukraine.
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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 theinternal
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 financia 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 externa 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. Actualy, this problem and designed to solve the
pension reform in Ukraine on generally - thetransition from solidarity to anindividually-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 asaary) 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 generationsin 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:

v atime pensions three times smaller than the period of payment of her insurance
fees: 35 years of insurance will relate to 15 years pensions,

v 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,

v 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 communi cation 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 resourcesin the first year of accumulating will be:

B;=Bx*(1+r) (1)
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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:

T
Btotal= Y B+ (1+1)" (2)
2,

where T - the period of pension fees.

Using formula(2) and taking into account the baseline model in table 1 showsapossible
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 mode! (option 1)

Payroll,
billion UAH 636,7
Pensionfees | -4 | ;5 8,0 85 | 90 | 95 | 100 | 105

rate, %

Investment
income,%
The budget of
the Pension
Fund Ukraine | 2032,7 | 2413,3 2857,3 | 3375,4 | 3979,8 | 4685,1 | 5507,8 | 64674
35 years,
billion UAH
Annual the
Pension Fund 135,5 160,9 190,5 225,0 265,3 312,3 367,2 431,2
of Ukraine
Theratio
between
pensions and
wages,%

Based on the calculated data it can make such conclusions.

3,0 35 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

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 %.
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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
oninvestment income are variabl es. 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 theinitial conditions
of the model (option 2)

Payroll, 636,7
billion UAH
Pension fees rate, % 7,0
I nvestment income,% 6,5 7,0 75 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
The ratio between
pensions and wages,%

2874 | 321,9 | 360,8 | 4050 | 4550 511,6 5759 | 648,7

61,7 69,0 77,4 86,9 97,6 109,7 1235 | 1391

Datain 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.

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 489
Pension fees rate, % 70| 75180 | 85|90 | 95 |10,0]| 105
Investment income,% 30| 35| 40 | 45 | 50| 55| 60 | 65

The budget of the Pension Fund
Ukraine 35 years, billion UAH
Annual the Pension Fund of
Ukraine

The ratio between pensions and
wages,%

222,3|263,9|312,4)|369,0|435,1|512,2|602,2 | 707,1

148 | 176 | 208 | 246 | 29,0 | 34,2 | 40,2 | 47,1

29,1 | 345|409 | 483|569 | 670|788 | 925
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The share of payroll in GDP Ukraine is set at 2014-2015 years (48,9%) and remains
unchanged for pension feesin the range from 7% to 10.5% and investment income in the range
from 3% to 6.5%.

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'slearn 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 al 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 | 520 | 530 | 540 | 550 | 56,0 | 57,0 | 58,0
Pension fees rate, % 7,0 75 8,0 8,5 9,0 9,5 10,0 10,5
I nvestment income,% 3,0 3,5 4.0 45 5,0 55 6,0 6,5
The budget of the Pension
Fund Ukraine 35 years, | 2223 | 2690 | 324,7 | 390,8 | 469,3 | 562,5 | 6731 | 804,2
billion UAH
Annual the Pension Fund of |1 ¢ | 179 | 216 | 261 | 313 | 375 | 449 | 536
Ukraine
Theratio between pensions | g1 | 345 | 409 | 483 | 569 | 670 | 788 | 925
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 asin the constant value of thisindex. 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 Ukraineinclude expenditures on public administration, including the legidlative
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 legidation, 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.
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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 financid
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 timeimprovetheratio
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. Itsimpacts 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 arate 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 correl ation 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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