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THE IMPACT OF CONTRIBUTORY PENSION SCHEME ON THE
ECONOMY (IN THE CASE OF EURASIAN ECONOMIC UNION)

Abstract. The purpose of this article consists influences related with
pension schemes of Eurasian Economic Union on the economy.Contributory
pension scheme of Eurasian Economic Union countrieswas reviewed: its
opportunities and influences on the economy. State-members pension scheme
was written briefly to make comparative analysis. Positive and negative
influences review through analysis of each country’s pension scheme. Also, on
this article analyzedContract on Eurasian Economic Union: deepen
cooperation, providing economic progress by joint actions, new
opportunities. This Contract helps to make good relationship between union
countries and considered all aspects, on the content of articlewaswritten about
pension scheme.

Key words: pension scheme, EEU (Eurasian Economic Union),
influence, opportunity, state-member, comparative analysis, Contract,
relationship, positive, negative.

skeksk

AHaaTtna. ArtanfaHMakaJlaHbIH  MAakKCaThl  3€MHETaKbl  KOPBIHBIH
OKOHOMHUKAFa ocepi  Kaljabl  CYpakTapAbl  KapacTelpy. EBpa3usIbIK
OKOHOMUKAJBIK bIHTHIMAKTACTHIKTBIH KYpaMblHAa KIpeTiH MeMJIEKeTTepIiH
KUHAKTAYIIBl 3eHHETaKbl KOPJIAPHIHBIH 3KOHOMHKAFa dCepi KapacThIPBLIIbIL.
BipHemie MeMIIeKeTTep/IiH KHHAKTAYIIbl KOpJIapbIHA CaJIBICTBIPY aHAaJM3bI
Kyprizuiai. 3eMHeTaKbl KOpbIHA ©3repTyjiep EHTI3UINl KOHE OHBIH OH ocepi
OalKasIbl. CoHbBIMEH Karap, KemnicimHiH bIHTBEIMAKTACTHIKTAFEI
MEMJICKETTEP/IIH 3E€HHETaKbl KOpJIapblHA XOHE OHJAFbl KYMBIC aTKapaThlH
ajlaMJiapFa ocepi KapacThIpbULIbl. HakThl HOTIKeNEep ally MakcaTbIHIa
KemniciMHIH apTHIKIIBUIBIKTAPBIHA TOKTAJIBIK,.
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Kint ce3nep: 3eiiHeraksl Kopel, cypakrap, EObl (Epa3usibik
DOKOHOMUKANBIK bIHTHIMAKTaCTHIKTHIH), aHanmu3, ocep, Kemicim, oH acep,
SKOHOMMKA, )KHHAKTAYIIIbI, ©3repTYy.

skskok

Annotanusd. Llenb maHHOM CTaThU - pacCMOTPETh BOMPOCHI, CBSI3AHHBIE
C MEHCUOHHBIMU CHCTEMaMHU M BIUSHUE MX HAa YKOHOMHUKY. ABTOpaMH ObUIH
paccMOTpeHbl ~ HAKOIMUTENIbHbIE  IEHCHOHHBIE  CHCTEMbl B  CTpaHax
EBpazuiickoro Dxonomudeckoro Coro3a, GakTOpsl BIUSHUS 3TOH CUCTEMbI Ha
SKOHOMMKY, IpOBeIeH 0030p padOThl MEHCHOHHON CHUCTEMBI B HECKOJBKUX
cTpaHax B (opme CpaBHHTENBHOTO aHanu3a. B Xone wucciemoBaHus ObLIO
3aMEYEHO T[IO3UTHMBHOE  BJIMSHHUE, TAKK€ OBUIM  BHECEHBbl  HEKOTOpHIE
KOPPEKTUPOBKA B TMEHCHOHHYIO cucTemy. [lpemioxkeH W omucaH BHJ
SKOHOMMYECKOTO KOHTpAKTa, 3aKJIOUEHHE KOTOPOrO0 MOXKET MO3UTHUBHO
MOBJIMATH HA IEHCHOHHYIO cucTeMmy ctpaH Coro3a, a Takke Ha 071arocoCTOsTHHE
YKU3HU JIIOJIeH, MPOXKUBAIOUINX M paboTalomuX B 3TUX cTpaHax. [IpuBogsrcs
JOKA3aTeNbCTBA MPEUMYIIecTB 3Toro KoHTpakTa Jisl MOydeHUsT KOHKPETHBIX
SKOHOMHYECKUX PE3Yy/IbTAaTOB.

KiroueBble caoBa: TneHCHOHHass  cuctema, Bompockl, EDC
(EBpazmiickuit  Oxonomuueckuii Coro3), aHanu3, BiusHHE, KOHTpAKT,
MO3UTUBHOE BIIUSHUE, JKOHOMHKA, HAKOITUTEIbHAS CUCTEMA, KOPPEKTUPOBKHU.

Introduction

Every country has their own pension scheme. Pension scheme
represents the arrangement on which the employer and, as a rule, worker pay
contributions to the fund which is invested to provide the worker pension on
the retirement age. As people develop through their lifetime they have an
expectation that a time will come when they will be able to retire. For some
people the State pension is sufficient to provide a basic level of income. Others
may have an opportunity to accumulate wealth without using pension schemes
- perhaps through their business ventures or other assets. But most people will
want to supplement what they have with some form of pension scheme. Many
employers also take the view that, while their employees are working, they
should be building up an entitlement to a pension when they retire.So, pension
scheme is a financial product, on which you invest money in, so you can create
fund to use when you on pension. The idea is that the pension bank is under
construction due to investments for a number of years. Money, which you keep
in pension, receives a boost from tax benefits, so effectively you save from the
free income. On retirement age, you can get access to your pension. On the
other hand, if you carries, you will have a certain scheme of benefit - often call
the last salary - where employer promises a set the income on pension for life
and lifts a tab. Most of people, as a rule, begin to contribute pension
amountfrom the first workplace, but you can also adjust and operate own
through personal pension.
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Main part. Pension models in Eurasian Economic Union

Today different pension schemes work in state-members. The main
difference consists in different approaches to financing of pension system and
distribution of pension means. Besides, systems of pension provisions differ
structurally: on pension age, the sizes, sources of pension assignments and
other parameters. The questions arising with transfer and preservation of the
pension rights at implementation of work and moving of state-members
citizens from one country in another are problem.

Methodology

For making analysis of EEU countries is used comparative analysis. At
first, I made data about each countries’ pension scheme, then discussed the
Contract between these countries. Below table shows the pension age of EEU
countries:

PENSION AGE

B Man EWoman

B <
B <
N <0
I 55

N <
s
I <
QK
N <0
Il 55

Republic of Armenia

In the Republic of Armenia the pension system includes the state
provision of pensions (by the solidary principle), an obligatory and voluntary
accumulative pension component. The state provision of pensions (the state
pension system) provides citizens with the state pension from means of the
state budget in the cases and an order established by the law.Pensions are paid
(expenses on payment of pensions are made) from means of the state budget.
Without fail participate in an obligatory accumulative component (pay social
contributions):

— the hired workers, notaries, individual entrepreneurs who were born

on January 1, 1974 and later;

— the hired workers who were born till 1974, notaries, individual

entrepreneurs, if they have voluntarily joined an obligatory

accumulative component;

— self-employed persons — who irrespective of age has submitted the

application for the choice of the pension fund in the order established

by the law or has sometime paid a social contribution.

The law has defined the maximum monthly (annual) threshold of a subject to

calculation of a social contribution: for monthly (annual) gross revenue — the
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15-fold (180-fold) size of the minimum monthly salary. These maximum
thresholds of a subject to calculation of a social contribution are applied since
July 1, 2020.Till July 1, 2020:

— the maximum monthly threshold of a subject to calculation of a social

contribution is established in 500 000 dram;

— the maximum annual threshold of a subject to calculation of a social

contribution is established in 6 000 000 dram.

Voluntary pension schemes happen the following types: the established
pensions, accumulative pension deposits, the established pension contributions.

Republic of Belarus

In the Republic of Belarus the following types of pensions are charged:

— work retirement pensions, on disability, on the occasion of loss of the

supporter, for long service, for special merits before the republic;

— social pensions.

Since January 1, 2015 the right for work retirement pension is granted
in the presence of not less than 15 years of length of service with payment of
obligatory insurance premiums in the budget of state non-budgetary fund of
social protection of the population of Republic of Belarus. After signing of the
Contract on provision of pensions of workers of member states of the Eurasian
Economic Union:

— pension contributions are paid (the pension rights are formed);

— the pension rights remain;

— pension (is granted and paid at achievement of a retirement age).
Earnings for calculation of pension join the payments of all types added in
favor of the working citizen on all bases irrespective of financing sources
including remunerations under civil contracts, payments to the insured person,
who is subject to obligatory work accident insurance and occupational
diseases, the income of the person, who is independently paying obligatory
insurance premiums to the budget of fund on which according to the legislation
on the state social insurance were charged and from which obligatory insurance
premiums were paid to the specified budget. The request for award of pension
can be carried out after emergence of the right for pension without restriction
with any term at any time. Pension provisionsare made by regional (city)
managements (departments) of work, employment and social protection.

Republic of Kazakhstan

Pension provisions in the Republic of Kazakhstan is carried out
according to the national legislation according to which the foreigners and
persons without citizenship who are constantly living in Kazakhstan have the
right for provision of pensions on an equal basis with citizens of the country if
other isn't provided by laws and international treaties. Since January 1, 1998 in
the republic transition to a funded pension system has begun with:

— obligatory participation in her of all working population;
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— preservation of the right to solidary pensions from the republican
budget in the presence of the seniority not less than 6 months for
January 1, 1998 (the beginning of reform).Thus, the solidary pension
system "is turned", and the accumulative system develops, gaining
steam. The state basic pension payment (52% of a living wage) is
received by persons of retirement age on condition of full-time
residence in the country.

The funded pension system of the Republic of Kazakhstan is characterized by

such features as:

— introduction by the agent on payment of obligatory pension payments

at a rate of 10% of the monthly income of the worker (no more 75-fold

size of minimum wage) for individual the retirement account of the
worker opened in the Uniform accumulative pension fund;

— ensuring the property right of the investor to pension savings,

including the right of their inheritance;

— growth of pension savings due to their investment;

— direct dependence of pension payments from the Uniform

accumulative pension fund from the volume of pension savings on

individual retirement accounts of investors.

At the same time, the right for transfer by investors of voluntary
pension contributions for the initiative in favor of the recipient of pension
savings is legislatively provided. Pension payments from the Uniform
accumulative pension fund are carried out according to the schedule (monthly)
or through the companies on life insurance according to the contract of
retirement annuity. The pension savings created at the expense of obligatory
pension and obligatory professional pension contributions are inherited. The
guarantee on safety of obligatory pension and obligatory professional pension
contributions extends to them.

Kyrgyz Republic

In the Kyrgyz Republic the pension system consists of two levels:

— the state obligatory solidary pension system with an accumulative

component;

— voluntary individual accumulative system.

The first component consists of solidary pension system which includes
a basic part of pension, the first and second insurance parts of pensions. The
second — the voluntary accumulative component — includes the voluntary
individual accumulative scheme. A basis of pension system of the Kyrgyz
Republic is obligatory state pension insurance which is presented in the form
conditionally of a funded pension system: the means of citizens earned before
introduction of the personified account in 1996 and also the saved-up means on
individual insurance accounts after introduction of the personified account,
since 1996 are considered. According to the legislation of the Kyrgyz Republic
the following types of pensions are appointed:
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— on age;

— on disability;

— on the occasion of loss of the supporter.

The general pension paid from means of the state pension social
insurance consists from solidary (basic and insurance parts of pension) and
accumulative parts, except pension on the occasion of loss of the supporter. It
consists from basic and insurance parts of pensions. Besides, the state
guarantees in the form of financial support of pensioners (payment of a basic
part of pension, compensations and extra charges to pensions), and also
different types of privileges for separate categories of citizens at the expense of
means of the republican budget are provided in system. Also the law has
provided that the employer fortemporarily staying foreigners of the Kyrgyz
Republic the tariff of insurance premiums of 3% in a solidary part of the
Pension fund is established. However payment of these insurance premiums
doesn't grant the right temporarily staying on provision of pensions on the state
social insurance.

Russian Federation

In the Russian Federation since January 1, 2015 the new order of
pension formation is entered the rights and calculation of the sizes of pension
in system obligatory pension insurance. Key transition to a new pension
formula became the moment in reforming of pension system. It has allowed to
clean the expected period of payment of pension and to provide higher
stimulating coefficients at the postponed retirement. Need of transition to new
to pension formula it is caused by the fact that the operating procedure of
payments of work old-age pensions is unfair to the most economically active
category of the population, to those who are going to conduct active labor life
long. The leveling principle of calculation of pensions led to the fact that work
pensions of the citizens having an insignificant experience are approximately
equal to pensions of the citizens having a long insurance experience.

The new order of formation of the pension rights and calculation of
pensions will allow to provide adequacy of the pension rights to the salary and
to increase value of an insurance experience and the "white" salary when
forming the pension rights and calculating the size of pension. It is important
that at the same time the acceptable level of insurance load of employers and
on the federal budget will be kept, and also necessary conditions for balance of
pension system are created. The work old-age pension after introduction of a
new procedure of payments of pensions was transformed to insurance pension
and funded pension.

According to a new order will influence the size of pension first of all:

— salary size: the salary is higher, the pension is higher. If the employer
didn't make contributions for the worker to system of mandatory pension
insurance in full for example, in case of payment of the «grey» salary), these
earnings don't participate in formation of the pension rights;
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— duration of an insurance experience: the insurance experience of the
citizen is more long, the more at him it will be created the pension rights, for
every year of work a certain number of pension coefficients will be charged;

— age of the request for superannuation: pension will be significantly
raised for the every year which has expired after achievement of a retirement
age to the request for pension.

In below chart is shown the average and minimum pension of EEU
countries in USD:

Amount of pension retirements (in USD)

150
100
§ . .

Republic of  Republicof  Republic of Kyrgyz Russian
Armenia Belarus Kazakhstan Republic Federation

[=

H Average pension  H Minimum pension Columnl

Contract on pension provisions of state-members workers of the
Eurasian Economic Union (Project of Contract providing pension retirement).
The commission together with the state-members has drafted the draft
agreement on provision of pensions. Within development of this document
Commission holds consultations with representatives of business community
and public organizations of state-members; the first meeting of Advisory
committee concerning social security, respect for the pension rights, delivery of
health care and professional activity of workers of member states of the
Eurasian Economic Union is held, a number of actions for discussion of edition
of the project is carried out.

The Contract of pension provisions is drafted in such a way that
pension systems of member states won't be subjected to essential changes. It is
connected,first of all, with the fact that the main standards of the draft
agreement on provision of pensions are questions of participation of migrant
workers in pension system (formation of the rights), preservation and the
translation of the pension rights of citizens in case of moving from one country
to another.

Main objective of development of the draft agreement — ensuring the
equal rights in the sphere of pension provisions, protection of pension rights for
territories of state-members, and also development of cooperation acquired by
workers in the sphere of pension provisions between the countries. The pension
rights of the citizens and constantly living foreign citizens who are carrying out
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work in territories of state-members are formed by means of payment of
contributions to pension systems of the state of employment. For receiving
pension provisions of state-members’ citizens according to the national
legislation in most cases need to have the status of full-time residence or
nationality in the state of employment, to fulfill the required number of years in
his territory, to reach a retirement age, and also to correspond to other criteria
established by the legislation of the state. That is award of pension and grants
depends on implementation of concrete obligatory requirements to an
experience, the residence, age, payment of contributions and to others. At the
same time in case of lack of the relevant contract between the countries work
implementation periods acquired by workers in several member states aren't
summarized.

According to the Contract on the Union the worker of the member state

— the person who is the citizen of the country of EEU, lawfully being and
legally carrying out work in the territory of the state of employment which
citizen it isn't and in which constantly doesn't live. Formation of the pension
rights of temporarily staying foreigners (workers of member states fall under
this category) is carried out not in all countries of the Union.
So, in the Republic of Armenia since January 1, 2013 social contributions enter
the single tax on the income, however the legislation of the country hasn't
provided export of pensions, i.e. receiving the pension granted in the Republic
of Armenia requires personal presence of the pensioner in her territory at least
once a year.

In Republic of Belarus formation of the pension rights of workers of
member states is carried out at the request of the worker. It in practice leads to
the fact that pension contributions, as a rule, aren't carried out also the pension
rights as a resultaren't formed.In the Russian Federation formation of the
pension rights of workers of member states is carried out since 2014 in full.In
the Republic of Kazakhstan and the Kyrgyz Republic formation of the pension
rights concerning foreign citizens, including workers of member states, isn't
provided.

The main differences of provisions of the draft agreement on provision
of pensions from standards of the national legislation is the following:

— the principle of preservation of the pension rights, irrespective of

formation of the rights by the insured persons of the status of stay in the

territory of the states of members (the principle of following of the
pension rights for citizens);

— the account and summation of the experience acquired during

implementation of work in the territory of member states;

— creation of a special information resource on the basis of which

exchange of information and documents in electronic form with use of

modern technologies and protection of personal data will be carried out;
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— distribution of expenses on payment of pensions is carried out
depending on the volume of the pension rights acquired by citizens in
the territory of member states;

— interaction of the applicant only with one main establishment.

Appeal of provision of pensions of the working citizens of member
states increases thanks to the following advantages:

— availability of provision of pensions;

— expansion of coverage of provision of pensions;

— providing the equal rights for provision of pensions;

— formation of the pension rights in the state the member in the territory

of whom work, regardless of the status of stay (accommodation) in this

territory is performed,;

— distribution of obligations of the countries of EEU for the pension

rights created by citizens;

— establishment of uniform approaches (principles of formation of the

pension rights of workers of the countries of the Eurasian Economic

Union and members of their families.

Authorized bodies of member states in the sphere of provision of
pensions are the Ministry of Labor and Social Affairs of the Republic of
Armenia, Public Service of social security of the Ministry of Labor and Social
Affairs of the Republic of Armenia, the Ministry of Labor and Social
Protection of Republic of Belarus, Fund of social protection of the population
of the Ministry of Labor and Social Protection of Republic of Belarus, the
Ministry of health and social development of the Republic of Kazakhstan, The
Government for Citizens State corporation, «Uniform Accumulative Pension
Fund» Joint-stock company of the Republic of Kazakhstan, Social fund of the
Kyrgyz Republic, the Ministry of Labor and Social Protection of the Russian
Federation, the Pension Fund of the Russian Federation.

It is supposed to extend operation of the draft agreement on provision
of pensions to the pensions provided by the legislation of the states of
members. At the same time export of an investment part of the state pension is
carried out in full, the basic part of pension is paid by the state of
accommodation.It is supposed to provide appointment and payment of
pensions in the following order:

— for the length of service acquired before entry into force of the draft
agreement on provision of pensions, pensions are granted and paid in
compliance with the legislation of member states and international treaties,
including the Agreement on guarantees of the rights in the field of provision of
pensions;

— for the length of service acquired after entry into force of the draft
agreement on provision of pensions, pensions grants and pays the member state
in the territory of which the corresponding length of service is acquired.
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The contract on provision of pensions has provided that the basic part
of pension is paid by the state of accommodation. For example, the worker has
worked a certain number of years in the Russian Federation. Then in case of
provision of pensions of the worker at accommodation in the territory of Russia
the basic part of pension (in the Russian Federation — the fixed payment) and
pension for length of service in the Russian Federation will be established to
him. In case of provision of pensions of the citizen living in the territory of
other state of the member pension will be paid to him for length of service in
the Russian Federation and a basic part of pension of the member state in the
territory of which he lives.

The funded pension is paid according to the legislation of that member
state where on it the rights are created. At the same time payment is made
before the expiration of money on the account.The Contract is sent to member
states for holding a procedure of interstate coordination. The commission
together with member states will continue work on coordination of the
Contract, including within Advisory committee concerning social security,
respect for the pension rights, delivery of health care and professional activity
of member states.

Conclusion

There are also scientific data confirming only one «pluses» in
transformation of the worker into the pensioner. For example, scientists of the
Stockholm university of Sweden have proved several years ago that after entry
into deserved rest the depression symptoms which are available for a quarter of
workers aged considerably decrease. So, entry into force of the Contract on
provision of pensions will provide to citizens of member states realization and
protection of the pension rights acquired by them at implementation of work in
territories of the states of members. Besides, adoption of the Contract on
provision of pensions will promote further development of cooperation of
authorized and competent authorities of member states in the sphere of
provision of pensions.
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