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The Framework

• Country examples

– The World Bank 

model: the pillars

• Concluding remarks
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Decade for Reforms

Country State Pillar Mandatory Private Voluntary

Hungary 1998: parametric (1997) 
1998: DC

1994: 
DC

Czech Rep. 1993-1995, 
2003   DB, PAYG

none 1994: 
DC

Poland 1999: NDC 1998: DC with 
guarantees

1998: 
DC

Croatia 1998-1999 (1999) 
2002: DC

1999: 
DC

Bulgaria (1999) 
2001: DC

1994: 
DC

Estonia 1993, 1999-
2002: point DB

2002: DC 1998: 
DC

Latvia 1995, 1998, 
2000: NDC

2001: DC 
(2003)

1998: 
DC

Lithuania 1995, 2003-
2004: DB 
basic + earnings related

2005: DC 2004: DC

Slovenia 2000: DC for 
occupations

2000: DC

Slovak Rep. 1993, 2004: 
point system

2005: DC 1996: 
DC
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Contributions (%)
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HU 6 6 6 6 6 7 8 8 8 8 8 8 8

PL 7,3 7,3 7,3 7,3 7,3 7,3 7,3 7,3 7,3 7,3 7,3 7,3

CR 5 5 5 5 5 5 5 5 5

BG 2 2 2 3 4 5 5 5 5

EST 6 6 6 6 6 6 6 6 6

LV 2 2 2 2 2 2 4 6 8 10

LT 2,5 3,5 4,5 5,5 5,5 5,5 5,5

SK 9 9 9 9 9 9

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
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Czech Republic
Population 10.

2
2 
million

Retirement 
age

63 ( until 
20
13)
, (woman 59-
62)

Contrib. -

Investment capital 
guarantee

Voluntary state + 
personal

• pension funds are not allowed to 

charge fees for members

• asset of the members and the pension 

funds are not separated 

• therefore costs of pension funds are 

included in the fund's profit and 

members' yields calculations

• no limits on costs or fees paid by the 

funds set by law

• pension fund expenses/members

– 19,16 CZK/part. → 2000

– 42.53 CZK/part. → 2007
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PolandPopulation 38.
1
8 
million 

Retirement 
age

M: 65

W: 60

Opt out 30 < 50

Mandatory < age 
30

Contribution 7.3 %

Investment

Guarantee

To 
market 
averag
e

• upfront fee by law: 7 % 2008-10 → 3,5 
% 2014 and up

• asset management fee by law: 

0,54% → an amount + 0,18 % 

scale: if assets PLN 8 billion and below 
→  above PLN 65 billion

(in practice: additional nominal cap)

• switching fee:

free → membership after 2 years

80 PLN membership 1 – 2 years

160 PLN membership < 1 year

• maximum rates: no price competition
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Croatia
Population 4.44 

million

Retirement 
age

M:65

W: 60

Opt out 40 < 50

Mandatory < age 40

Contributio
n

5%

Investment limits

• cost limits:
– operational fee 0.8% 

– asset management fee: 0.8% of net 
asset + max 25% of return

– limits on switching fees
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Bulgaria
Population 7.78 million

Retirement 
age

M: 65

W: 60

Opt out -

Mandatory after 
31.
1
2.
1959

Contribut. 
(UPF):

OPF – W

I. 
category

OPF – W

II. 
category

4%, 5% 
(2007)

7% 

(employer)

1
2% 
(employer)

Investment guaranteed 
return

• operational fee (on contribution): 

– mandatory: no more than 5 % 

– voluntary: up to 7%

• asset management fee

– mandatory: max 1 % of the asset

– voluntary: max. 10% of the return

• switching fee: up to cca. 13 USD

• switching signed by lawyers

(commission for recruitment: no 
regulatory requirement)

• custody fee: no regulatory requirement
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Estonia
Population 1.3

5 million

Retirement 
age

M: 63

W: 63  
(20
1
2)

Opt out 18 
< 60

Mandatory new 
entrees

Contributio
n

4 % + 2 
%

Investment 3 
portfolios

• no limit on

– upfront fee

– operational costs

– commission for recruitment

• redemption fee: max 1 % asset

• asset management fee (mandatory): 

– max: 1.5 % (conservative investment policy)

– max: 2.0 % (other investment policy)

– no regulatory limit in the voluntary system

• plans for further regulation
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Latvia

Populatio
n

2.3
1 
million

Retiremen
t age

M: 62 
év

W: 62 
(2009)

Opt out 30 < 49

Mandator
y

15 < 
29

Contributi
on

2% 

20
10: 
10%

Investmen
t

3 portfolios

• no regulatory cost limits

• the pension plan 

– shall indicate the procedure whereby expenses 

of the pension plan are covered 

– provide information on maximum 

commissions on administration 

– fees payable to the asset manager and the 

custodian, 

• board  decides on actual limits
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Lithuania
Population 3.44 

million

Retirement 
age

M: 
62.5

W: 60

Opt out voluntary

Contributio
n

4.5% 
(2006)

Investment high 
foreign

• upfront fee, operational and 
custody fees, asset management 
fee:

– 1 % of the asset (in practice: 1 %)

– 10 % of the contribution (in practice: 
3 %)

• switching fee:

– 0.2 % once a year

– 0.4 % more than once a year
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Ukraine
Population 46.9 

million

Retirement 
age

M: 60

W: 55

Voluntary tax 
allowance
s

Investment
•bank
•state 
bond
•municipal 
bond
•corporat
e bond
•stocks
•foreign
•mortgage

limits
•max 40 %
•max 50 %
•max 
20 %

•max 40 %

•max 40 %
•max 
20 %
•max 40 %

• mandatory system: framework 

regulation (with public administration)

• voluntary system

– upfront fee: max 6.0 % (average 3.5 %)

– asset management fee: max: 4.2 %

– custody fee: max: 0.5 %

• switching fee not limited
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Slovak Republic

• mandatory system: 
– upfront fee: 1 % of member’s contribution

– fee for transfer of member’s contribution to 
the Pension Management Company (PMC): 
0.5 % of member’s contribution

– commission for recruitment: 6 % of average 
monthly salary

– marketing cost: 1000X the average monthly 
salary

• asset management fee
– mandatory: 0.065 % / month

– voluntary: 3% of the asset, annually

• switching
– between companies, not funds!: cca. 24 USD

– voluntary: 5% of asset in 5 years, 1% after

Population 5.38 million

Retirement 
age

62

Opt out <  age 
52

Mandatory new 
entrants 
after 
2005

Contribution 9 %

Investment 3 portfolios
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Romania
Population 2

1.6
8 million

Opt out 35 < 45

Mandatory < age 35

Contributio
n

2 
%6%

• private pension system from

2007

• upfront fee: max 2.5% of

member’s contribution

• asset management fee: 0.6 %

• commission for recruitment:

cca 78 USD
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Macedonia

• second pillar exists for two years (third pillar: legal 
framework only)

• operational fee: 6.9% of the contribution

• Central Bank as custodian: 0.4 % of the 
contributions

• asset management fee 0.05% / month,

• switching fee: 0-25 EURO depending on the duration 
of the membership  (>24 month, < 6 month)

• central collection system: 0.5% of the contributions

• supervisory fee: 2.5% of the contribution

http://en.wikipedia.org/wiki/Image:Flag_of_Macedonia.svg
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Hungary
Population 10

.1
1 
million

Retirement 
age

62

Opt out no limit

Mandatory new 
entrants

Contribution 8 % 

Investment 3 
portfolio

Voluntary tax 
allowance
s

• upfront fee: max 4.5 % of 

member’s contribution

• switching fee: max. cca. 20 USD

• asset management fee: max. 0.8

• commission for recruitment: cca. 

20 – 150 USD

• central collection system from 

2007: no fee
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Concluding remarks

• types: liberal – balanced – stringent

• limits on every single aspect? focus?

• sub-types: asset management fee on asset, or on return, 
switching fee depending on the duration

• fees paid to public organizations?

• changes over time?

• are the limits effective? are there lower fees in the market? 
there is a fee competition?

• influential factors? 

• mandatory versus voluntary, size of the market, 
market structure
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Concluding remarks

• why limits? against

• agents

• frequent switching

• the lack of competition

• the lack of public trust

• to limit the costs and fees or to control the phenomenon 
results high fees?

• why not total fee regulation?

• contra effect? growing fees? less competition?

• annuity market?

• transition fee? operational fee? asset management fee? 
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