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PARTICIPATION OF THE POPULATION IN PRIVATE PENSION FUNDS:  

PROBLEMS AND MOTIVATION 
Abstract. The purpose of this paper is a thorough analysis of the current state of the market of 

private pension insurance in Ukraine, a description of the main approaches of behavioral theory of 
finance as well as proposals for their use in domestic practice. 

The development of the national pension system only possible in case the population 
considerably participates in Private Pension Funds’ function. This pillar is in many countries the 
basis of pension systems.  

Undoubtedly, the PPFs as the third pillar of the Ukrainian pension system is essentially less 
popular than in foreign countries. However, we can affirm that the last years have become the most 
productive and effective for PPFs activity. It means that there is an understanding the direction to 
develop the private pensions system, and, consequently, the amount of attraction of individuals to 
greater provision at retirement age. 

 According to scientists, it is advisable to apply for the approaches based on the behavioral 
finance theory, which has gained its special acumen after the global financial crisis. 

During the last years, scientists working in the realm of behavioral finance theory have 
discovered that while people are trying to maximize their personal well-being, there are certain 
factors that significantly limit their choices. 

Recognition of the existence of these constraints has significantly changed the understanding 
of the modern science of the process of adopting individual economic and financial decisions. 
Especially those relating to long-term consumption and savings, such as: accumulation (accumulation 
phase) and decumulation (consumption phase) of assets in pension schemes. 
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Thus, all these features of human behavior are successfully used in the world in the 
elaboration of pension schemes to enhance long-term retirement savings. 

The article developed scientific and methodological approaches to increase the motivation of 
people to pension savings in private pension funds on the basis of behavioral theory of finance, 
which, in turn, allows to justify effective development programs of the third level of the pension 
system of Ukraine. 

The analysis of the current state of the private pension market in Ukraine which is carried out 
in this paper, should result the clear understanding that in the current economic climate, the 
government’s main efforts to further reform the domestic pension system should focus on third-level 
pillar based on private pension funds operating under “defined contribution” pension schemes. 

The main advantage of the participation of private pension funds in the pension system is that 
they allow to distribute between its three components the risks associated with changes in the 
demographic situation (to which the solidarity system is most sensitive) and with fluctuations in the 
economy and capital markets (which has the greatest impact on the savings system). Thereby it 
allows to make the pension system more financially balanced and stable, which is a prerequisite for 
the effective functioning of the entire social insurance system of Ukraine. 

Keywords: private pension funds, behavioral theory of finance, pension accumulation, 
accumulation of assets, consumption of assets. 
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