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The article discloses some tools of income generation in PAYG system, determines
special aspects of income determination in Ukrainian Pension Fund. It studies the
components and the structure of earnings to the system of the first level pension insurance
for 2000-2013. The main problems and lacks in income generation of Ukrainian Pension
Fund were indicated.
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Hacubosea O. @opmuposanue 00X00HOU Yacmu COIUOAPHOU CUCHEMbl NEHCUOHHOZ0
cmpaxosanus. Packpeim mexanusm gopmuposanust 00X0OHOU Yacmu CONUOAPHOU CUCTIEMbl
neHcuoHHoz2o cmpaxosanust. Onpedenenvl ocobennocmu 06pazoéanus 00x0006 Ilencuonnozo
¢onoa Yrpaunwi. Ocywecmenen anaiuz cocmaga u Cmpykmypbl HOCIMYNJIeHULl 8 CUCTNEM)
NEeHCUOHHO20 cmpaxosanus nepgozo yposHa 3a 2000-2013 ce. Buiagnenvl ocHogHble
npobaemvl u Hedocmamku npu hopmuposaruu 00x0008 Ilerncuonnozo gponoa Yxpaurul.

Knwuegvie cnosa: meHcnoHHOe cTpaxoBaHue, [leHCHOHHBIN (QoHA YKpawHEL,
COOCTBEHHBIE JIOXO/BI, IEpeAaHHbIe J0XOJbl, NMEHCHOHHOE olecrieueHne, Noxonsl [leH-
CHOHHOTO (hOH/a YKparHbl.

Background. Current situation in pension system deposes about necessity
of correction of the following auditing in pension reform. First by reducing
financial pressure on Ukrainian Pension Fund via gradual transition to
strengthening the role of storage components in pension system.

Filling of income generation in Ukrainian Pension Fund is one of the
most important problem at social protection of population in Ukraine. Constant
increasing of social standards during the economic reform demands augmen-
tation of earnings that would provide the needs of stay-at-home population part.

Analysis of recent research and publications. A substantial contribution
at researches describing problems has done local experts (B. Zajchuk, A. Li-
banova [1], V. Melnichuk [2], L. Tkachenko [4], O. Koval [5], B. Nadtochii
and others) and foreign experts (A. Karimullin, S. Klane, V. Loginova, G. Patler,
O. Ruf-Fidler and others).

The aim of the article is disclosing some tools and peculiarities at
income determination of PAYG pension insurance system via modern
experience of pension insurance system in financial condition that will
determine the effective lines of its improvement.

Materials and methods. In the scientific article methods and approaches
that let realize the conceptual research integrity are used. Dialectic and
structural methods of perception are used for disclosing the main point formation
at income generation in Ukrainian Pension Fund at the economic cyclicality
system. Methods of analysis and output generation, induction and deduction
are used for determination of peculiarities in the first level formation in pension
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system, comparison and statistical methods — for finding the reserves and
reinforcements at optimization of income in Ukrainian Pension Fund.

Results. Pension system service is complicated in Ukraine. It has
different financial forms. Government-owned institutions and non-state
legal entities take part at mobilization of funds and set-up of pensions.
Under the conditions lack of financial resources of state-owned funding has to
provide civil payment of minimum income at retirement. Moreover,
disbursement of self-imposed formation of pension funds has the aim to
increase pension in via additional payment at the age of retirement from
non-state pension provision. Multilevel pension service established in
Ukraine should assist of providing obligatory minimum wage for all
pensioners and substitution of guaranteed mechanisms with the help of which
citizenry can save money for age.

Thanks to analysis of income formation at the first and third level
system of pension coverage in the country it’s possible to determine
problematics of funding filling PAYG pension system and non-state pension
provision, money utilization efficiency and balancing of income and costs in
Ukrainian pension fund (UPF) that is system governing body providing the
first level.

UPF budget structure is characterized by complex multicomponent
structure of budget indexes income and costs expenditure budget (figure 1).
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Figure 1. Revenue formation of Ukrainian budget in pension fund
(designed by the author on the Ukrainian legislation basis [6—9]

Under the current law [6] main formation sources in UPF are:
« receipt of single contribution payment at mandatory state social insurance

that direct on mandatory state social insurance in size defined by law, except
of premiums that direct to memory system of mandatory state pension insurance;
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. investment income that is received from investment of costs reserve
to cover the budget deficit in Pension Fund in future;

« state budget costs and trust Funds that count in Pension Fund;

. amounts from financial sanctions, applied according to legal and
natural persons for violations of established calculation procedure and
insurance contribution payments and usage of Pension Funds and also the
amounts of administrative penalties, imposed according to legislation on
officials and citizens for these violations;

« legal and natural persons’ donations;

. other earnings in accordance with legislation.

All incomes that are mobilized in UPF can be divided into own and
transferred. Own incomes — earnings in the form of enterprises, institutions
and citizens mandatory and voluntary contribution, incomes from investments
and earnings in the form of financial sanctions that as a rule have to create
the vast majority of the part fund earnings (90 %). In the structure of own
earnings over 80 % belong to obligatory contributions to the subjects of
enterprise activity. These are enterprise, budget and public institutions and
natural persons’ contributions set by Ukrainian legislation to UPF. Their volumes
depend on the expenditure amount on payment for work paid to workers.

Fundraising to PAYG of pensions is centralized that simplifies
procedures of enforcement for payers and the control by the state regulator
and provides high effectiveness of interventions application on offenders.

Such way of collective insurance contributions represents the best
world practice, it completely fits in nowadays-domestic realities, provides
the best possibility of the state control and indirectly encourages to simpli-
fication of entrepreneurship conditions.

Transferred incomes are costs that are transferred to the fund from the
budgets and target institutions, that are resources transferred to UPF with the
aim of pension payments providing that finance due the state budget or
social insurance funds. Transfer of such funds is caused by earnings
mobilization for providing of these costs conducts by budget institutions and
their performer is UPF.

At this stage of system pensions development the issue of financial capa-
bility at Pension fund sharpens for the performers’ payment despite of rapid in-
creasing UPF budget in 2000-2013. In the fable, you can see total amount of
earnings to Ukrainian Pension Fund that constantly were increasing in 2000-2013.
Thus, UPF incomes increased at 2.33 billion UAH in 2001 compared to the
previous year, in 2002 — 5.80 billion UAH, 2003 — 3.01 billion UAH, 2004 —
10.91 billion UAH, 2005 — 12.98 billion UAH and 2006 — 13.72 billion UAH.
Recorded rapid revenues increase of pension insurance PAYG at
32.73 billion UAH in 2007, that is in 1.52 times more than in 2006. In 2008 —
52.18 billion UAH (at 1.55 times more), that is 35.31 % compared to the
previous year, 2009 — 3.29 billion UAH, 2010 — 14.61 billion UAH, 2011 —
27.78 billion UAH (at 1.17 times), 2012 — 22.17 billion UAH (at 1.12 times),
in 2013 — 16.84 billion UAH. Increase is scheduled at 0.53 billion UAH
in 2014, that is the smallest index during analyzing period.
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Composition and structure dynamics of pension receipts to PAYG in 2000-2013

Table

Profits of pension fund | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013
Own receipts, including
an account of remain, 11.55 | 13.28 | 19.44 | 23.15 | 30.01 | 42.22 | 52.80 | 70.44 |106.20|114.91|127.04 | 152.41 | 165.83 | 170.82
billion UAH
Money of the state budget | 4 g5 | 513 | 198 | 185 | 588 | 6.66 | 9.74 | 24.88 | 41.42 | 35.82 | 38.18 | 40.56 | 49.17 | 61.47
of Ukraine, billion UAH
Money of state special 075 | 076 | 0.84 | 0.27 | 029 | 028 | 0.34 | 0.29 | 017 | 0.35 | 0.47 | 050 | 0.64 | 0.19
purpose funds, billion UAH
Total profits, billion UAH | 14.16* [16.46** | 22.26 | 25.27 | 36.18 | 49.16 | 62.88 | 95.61 |147.79 |151.08 | 165.69 | 193.47 | 215.64|232.48
isnhgggfgjns'on feceipts | g31 | 806 | 9.86 | 9.45 | 10.48 | 11.14 | 11.56 | 13.27 | 15.59 | 1654 | 15.31 | 14.86 | 15.28 | 15.98
Share in total, %:
own receipts 81.74 | 80.68 | 87.33 | 91.61 | 82.95 | 85.88 | 83.97 | 73.67 | 71.86 | 76.06 | 76.67 | 78.78 | 76.90 | 73.48
money of the State Budget | 12.95 | 12.94 | 8.90 | 7.32 | 16.25 | 13.55 | 15.49 | 26.02 | 28.03 | 23.71 | 23.04 | 20.96 | 22.80 | 26.44
money of state special 531 | 462 | 377 | 1.07 | 0.80 | 057 | 054 | 0.30 | 0.12 | 0.23 | 028 | 0.26 | 0.30 | 0.08
purpose funds

* In 2000 add 0.03 billion UAH due to the money of local budgets on debt liquidation from payments on the care of child from 1.5 to

3 years old.

** |In 2001 add 0.29 billion UAH due to credit resources on coverage of cash break.
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Comparative analysis of earnings dynamics to UPF budget shows
considerable increase in their volumes (earning part of pension insurance
PAYG increased at 218.32 billion UAH), and also their proportion of GDP
increase twice — from 8.31 % in 2000 to 15.92 % in 2013. Dynamics of the
pension earnings proportion is shown at figure 2.

18

1998 2000 2002 2004 2006 2008 2010 2012 2014
—@—pension earningsin GDP proportion, % Year

Figure 2. Ratio of income of Ukrainian Pension Fund and GDP, %
(calculated by the author according to data [9; 10])

As we can see from the table an increase of PAYG revenues resulted
thank to increasing such sources of accumulation in UPF as own revenues
and state public funds in the form of transfer payments.

The main part of earnings from which the first level of pension system
is formed own revenues of UPF that rapidly increase every year from 2007.
Thus, own revenues increased at 159.27 billion UAH in 2013 compared
with 2000 and equaled 170.82 billion UAH that is 73.48 % from the total
earnings amount in 2013. From 2000 until 2013 the biggest amount of own
revenues was in 2013 that equaled 170.82 billion UAH and the smallest
amount in 2000 — 11.55 billion UAH. Own revenues had the upper share in
2003 —91.61 %, that is met due to formation of UPF income share.

Level of UPF income was increasing in the part of the Ukrainian state
budget (USB) from 2000 until 2008. Revenues using USB equaled
41.42 billion UAH. From the beginning 2009 was recorded a tendency to
the UPF financial reducing from the state budget that is positive for the UPF
income share formation. Nevertheless, there was an increasing burden on
the state budget and ratable UPF financial dependence from the state budget
in 2010. So, USB earnings for pensions increased at 2.36 billion UAH
in 2010 compared with 2009, in 2011 — increased at 2.38 billion UAH
compared with the previous year, in 2012 — at 8.61 billion UAH, in 2013 —
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at 12.3 billion UAH, that is in 1.25 times. The biggest index of USB earnings
that are paid to UPF were recorded in 2013 — 61.47 billion UAH that is
26.44 % UPF total income in 2013. Planned payment orders from USB are
bigger — 65.69 billion UAH.

Money from such trust funds as Social Insurance Fund from manu-
factured accidence and occupational diseases and Social Insurance Fund in
the case of unemployment amount a small proportion during the formation
of UPF income share relatively own earnings and transfers from USB.

For further identification of problem issues during the formation of
UPF incomes, it is necessary to analyze the structure of pension earnings in
PAYG for 2000-2013.

Despite the volume own incomes increasing in UPF, their share in the
structure of sources reduced during 2000-2013 at 8.26 %. At the same time
share income of the state budget increased at 13.5 % that is from 12.95 % in
2000 to 26.44 in 2013. This is negative tendency during the pension
formation in Ukraine and shows increasing burden for USB and increasing
dependence in general pension system from the state budget. Thus, there is a
lack of own resources in pension income system, that is formed because of
payments to enterprises, institutions and private persons according to the
legislation. Therefore, transfers from the state budget to UPF were 1.83 billion
UAH in 2000. They planned 65.69 billion UAH in 2014 that is 35.89 times
more. The biggest volume of UPF budget filling at the expense of USB was
recorded in 2008 (28.03 % from the total volume earnings).

Ratio volume analysis of UPF incomes gains a special attention with
state budget costs in Ukraine without transfers’ accounting for PAYG. UPF
incomes were 43.99 % costs of USB in 2000 (32.12 billion UAH — without
transfers to UPF). The ratio between the UPF incomes and USB costs without
transfers’ accounting were 43.61 % in 2005, 49.38 % — in 2006, 64.03 % —
in 2007, 73.75 % — in 2008, that is increased at 9.72 % (200.39 billion UAH —
without transfers to UPF), 72.99 % — in 2009, 62.43 % — in 2010, 73.62 % —
in 2011, 62.24 % —in 2012, 64.88 % —in 2013, 61.06 % — in 2014. Therefore,
the UPF resources were less twice compared with USB costs from 2000 until
2007, but their volume equaled to 75 % in 2008, 2009, 2011. If it continues
UPF resources can exceed USB [11].

Under these conditions, PAYG financial ability depends on the state
budget. This is because of violation of principles in obligatory pension
insurance that are determined in article of the seventh Ukrainian Law
Ne1058 about obligatory financing at the expense of UPF costs, related with
pension payments and providing of social services, established by the
existing legislation [12].

Thus, it is necessary to create definite conditions for UPF transfor-
mation at self-pay off organization and provide implementation of one of
the principles related to obligatory pension insurance by increasing the
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volume of own earnings. For the detection of reserves, increasing and
optimization in the formation of UPF own earnings it is necessary to analyze
their structure.

The increase of share earnings due to USB informs about occurrence
of UPF gradually dependence from the budget money and insolvency of
financial resources formed by own forces. Such UPF financial dependence
from the state budget causes the budget-insurance fund in UPF. This formation
of the first level pension system breaks the social insurance principles.

The situation related to the necessity of UPF covering deficit by to
budget money and constant increase of transferred incomes indicates the
narrowing possibilities of the state budget to finance health care, culture,
education and science, that deteriorates material status in these spheres and
social mood in general.

The formation of UPF incomes at the same time follows many losses
related to a great amount of people that get pensions. There is also incorrectness
of issues according to the base of insurance costs. All this leads to the PAYG
imbalance and increasing of dependence from the Ukrainian state budget.

Despite constant increase in PAYG share income of pension insurance
there is a lack of money in the UPF that is adverse to budget. Whereas there
is the highest share accruals of obligatory contribution from the salary to the
pension fund in Ukraine — in general 36.3-53.3 % (32.7-42.7 % the
employer pays depending from the manufacturing risk, the employee pays
3.6 % by himself). It causes substantial burden on the employers, low level
of tender declaration and increase of shady employment among the working-
age population. That creates some difficulties in the Ukrainian pension fund
formation. Except this, the part of taxes that is paid to the USB is transferred
for the pension financing. In this context, it is very difficult to reach the whole
lawfulness of incomes among working population.

Conclusion. The data of analysis in current situation at income share
budget of Ukrainian pension fund lead to the necessity of creating long-term
strategy for the pension system development. It’s concerned with low financial
effectiveness of the state pensions from own resources, thus progressive
strengthening of misbalancing in UPF budget, increasing its dependence
from the state-budget transfers, lag in pension income that was formed
during the soviet pension legislation.
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Hacioosea O. @opmyeanna 00xionoi uacmuHu conioapHoi cucmemu
REHCIlIH020 CMPAXY8AHH L.

Ilocmanoexa npoodnemu. 36invuenns Ileucitinozo ¢ondy € oOnum 3 Hai-
BANCIUBIUUX ACNEKMIB COYIANbHO20 3axucmy HacenenHsa Ykpainu. [locmitine 3poc-
MAKHS COYIANbHUX CMAaHOapmie Ha emani peopmy8aHHs eKOHOMIKU GUMacac
30LnbUEeHHS 00X00i6, SKI 3a0e3neyams nompeodu Henpaye30amHO20 HACEeHHS.

Ananiz ocmannix 0ocnioxycenv ma nyonaikauii. 3HauHull 6HECOK Y 00C-
JIOJICEHHsT NUMAHHSL OOXIOHOI 4acmuHUu NeHCiliH020 GOHOY 3poOUNU BIMYUZHSHI
nayxosyi b. 3atiyyx [3], €. Jlibanosa [4], B. Menvnuyyx [1], JI. Txauenxo [2],
O. Cuim, [5], b. Haomouiii ma in.

Mema cmammi — npoananizyeamu Mexanizm QopmysanHs ma 0coOIUBOCMI
00XiOHOI YacmuHu coni0apHOi NEeHCIUHOI cucmemu WIsAXOM NPOBEOeHHS AHANIZY
HOMOYHUX (DIHAHCOBUX YMOB8 NEHCIlHOI cucmemu Oisl BUABNEHHA epeKmusHUX
WLAX18 il NOKPAUJAHHSL.

Mamepianu ma memoou. Y nayxositi cmammi 3aCmMOCO8aHO CYKYNHICIb
Memo0ig i nioxoois, SKi 003601UNU Peaizyeami KOHYEeNnmyaubHy €OHICIb O0CTIONCEHHSL.
Hianexmuunuii ma cmpyxmypuuii Memoou nisHAHH BUKOPUCTNAHO OJisl PO3KPUMNISL
cymuocmi (popmyeanus 00xionoi uacmunu Ilenciiinoeo gpondy Yrpainu y cucmemi
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EeKOHOMIYHOI YUKMTUHOCII, MemOoOu anarizy, cunmesy, iHOYKyii ma 0edykyii — ons
BU3HAUEHHST 0COOMUBOCMEN YMBOPEHHS NEePuio20 pPIGHS NeHCIHOL  cucmemu;
Memoou aHanoziti, NOPIGHAHHA MA CMAMUCIMUYHUL — 015 BUSBIEHHS pe3epsis
3pocmants | onmumizayii popmysanrs 00xo0die llencitinozo ¢pondy Yrpainu.

Pezynomamu docniodycenns. Ananiz ckiaoogux ma CmMpyKmypu npudymxy
Ienciinozo ¢ondy Yxpainu nokaszas, wo He38axicaiouu Ha NOCMIliHe 3POCMAHHS
npubymKo8oi HacmuHu cmpaxosux onoie conioapHoi neucitinol cucmemu, Yyboeo
HEOOCMamHvo OJisl HANOBHEHHS NeHCIliH020 (Pondy. 3pocmaroua yacmrka 00xo0y 3
oeporcasnoco  b100xcemy  C8i0HUmMb NPO  NOCMIUHY (DIHAHCOB8Y  3ANENCHICID
o10001cemy Ilencitinoco ¢ondy i smenwenns eracuux Qinancosux pecypcis. Toomo
Henciunuii oo nocmynogo cmae OOHCEMHO-2APAHMOBAHUM  (POHOOM, i
npoyedypa (opmysants nepuiozo pieHs NeHCIliHOI cucmemu NopyuLye npuHyunu
COYIANbHO20 CMPAX)YBAHHSL.

Hompeba noxpuseamu degiyum Ilencitinozo ¢onoy 3a paxyHok 610024cemHux
Kowmie i nocmitine 30ibuents 3a1y4eH020 RPUOYMKY npu3eo0Uums 00 CKOPOUEHHs.
Qinancysanns 3 OepacasHoz2o 000dcemy makux cgep, K 0XOPOHA 300po8 s,
KyIbmypa, 0céima ma HayKd.

Loxio Ilenciiinoco ¢ponody 00HOUACHO CYRPOBOOIICYEMBCA BMPAMamu, noe8 s13a-
HUMU 3 BEIUKOIO KIIbKICMIO J00€el, SKI OMPUMYIomb NPUsiLe2itio8ani neucii, Heau-
PplileHuMU RUMAaHHAMU WOOAO OCHO8 NEHCIlIHO20 CMPAXYBAHMS, GEAUKUM MA2apem
no ¢onody 3apobimmnoi naamui. Lle 6ce npuzeooums 00 He30ANAHCOBAHOCMI COTli-
OaPHOT NEHCIIHOT cucmemu, 30IbULYE 3a1eAHCHICMb 8I0 OepaicagHo2o broddicenty Yipainu.

Bucnoexu. Ananiz oanux nomouno2o cmary nPUOYmKY 0epicasHo2o 6100xcenty
Yxpainu noxazas neobxionicme 6upodients 00620cmpokosoi cmpameeii neHcitinoi
cucmemu. ILle 3ymosneno wuenanescHum 3aOe3nedvenuHsmM QOHOI8 2pOMAOCHLKUX
NEeHCIlHUX 30008 ’43aHb Yepe3 C80I 61ACHI Odcepend, i Momy UEUOKO3POCMA4d
Oepezynayia Ilencitinoco @ondy 30inbuwye 1020 3aN€HCHICMb 8i0 O0EPHCABHOL0
6100cemy.

Kniouogi cnosa: nenciiine ctpaxyBanns, [leHciiinuii Gonn Ykpainu, BnacHi
puOyTKH, SIKi TpaHCPOPMYIOTBCSA B NTOXif, meHcii, npuOyTku [leHciitHoro dhonmy
Ykpainu.
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