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IT'S VICIOUS FOR NSSI'S DEFICIT TO INCREASE

THERE SHOULD BE NO NEW REDUCTION OF INSURANCE INSTALMENTS
Yordan Hristoskov, Head of the National Social Security Institute, to the BANKER Weekly:
Mr. Hristoskov, prob​lems with the deficit in the Pensions Fund of the pub​lic social insurance (PSI) are deepening as of to​day. One of the reasons for that is the State's policy of reducing direct taxes, social security con​tributions included. What measure are to be under​taken within the following years?

- When the pension re​form was launched in the country in 2000 employers and syndicates closed an agreement in which the State participated as well. It stipulated that the size of social security instalments, which were 9%-plus then, should be maintained, but the ratio between employ​ers' and employees' contri​butions would change. Ini​tially, the employee was to pay 20% of the amount and the ratio was projected to reach 50:50% by the year 2007. That agreement was in fact violated on the part of all sides. Firstly, the syn​dicates demanded a smoother increase of the employees' share in the ratio, requiring also com​pensations for the money paid by them. Employers, on their part, exercised pressure and the insurance instalments were cut down on several occasions, both directly and indirectly. In 2001 instalments to the Pensions Fund went down by 3%, and in 2006 - by another 6 per cent. Contri​butions to the Unemploy​ment Fund were reduced by 0.5% in order to set up a new fund for guaranteeing the employees' receivables. Some other gestures to employers were also made in recent years, too. They don't pay social security instalments on the paid leaves for sickness and ma​ternity any more and they don't pay for the first three days of temporary incapac​ity for work, but just for the first one. That is in fact quite a tangible economy of re​sources. The share of pay​ments into additional pen​sion insurance funds is ris​ing too - from 2% in 2002 to 5% in 2007. These re​sources remain within the business and are a consid​erable source of financing long-term projects. Thus, after all „distortions" of the agreement, it is quite natu​ral for the deficit in the Pensions Fund to increase rather than go down.

Have the „losses" to NSSI's budget resulting from that policy been cal​culated?

- In 1999 it was calcu​lated that by 2006-2007 PSI's budget would cover the deficit and there will be a surplus. These calculations are absolutely correct. The price of missed insurance instalments and additional expenses with which public social security was bur​dened as a result of the multiple changes is much higher than the deficit prior the most recent reduction of instalments by 6 per cent. If they were not made, the NSSI would not have to rely on subsidies now and would had posted a sur​plus.

Should the policy of cutting down insurance instalments, which em​ployers call direct taxes, continue in this situation? Or should that policy stop now?

- My personal stance is that the policy of decreas​ing social security contribu​tions should be suspended. The expected effects - in​crease of employment and incomes and a respective reduction of overdue liabili​ties to the PSI are not hap​pening as projected.

In addition, the deficit formed as a result of the smaller insurance contribu​tions will be rising too. As of today it has reached almost BGN1.5BN, up from BGN540MN before the re​duction of instalments by 6 per cent.

Whom are we lying to in fact when the republican budget accumulates a sur​plus and at the same time the budget of pensioners generates a rising deficit? Can't money from the bud​get surplus finance an in​crease of pensions?

- This is possible, but things concern precision when drafting the budget. Public insurance has always made very accurate calcula​tions of its proceeds and expenditures. Regretfully, that is not the case regarding revenues from taxes. When the budget is being drafted they are always deliberately lowered and an improved collectability is declared af​terwards.
And what is the reality in fact? When we collect insur​ance installments, overdue liabilities and interests ac​crued over the last ten years amounted to BGN460MN, or 12-13% of the annual pro​ceeds from instalments, while uncollected taxes exceeded BGN2BN, or 35-36% of the collected taxes. It turns out that surpluses are accumu​lated as a result of reinsur​ance and not because the situation concerning revenues is fair.
Is it possible, however, that Bulgarian retirees cross the threshold of the Euro​pean Union with more just incomes?
- Pensioners will enter Europe the same way as Bulgarian workers and em​ployees. Pensions are a func​tion of the working salary and they are miserable because wages in the past were mis​erable. That's a public secret. It was known that the labour of intellectuals, agricultural producers, and farmers was greatly undervalued. As of today we cannot expect the employed to get 5-6 times lower salaries than their col​leagues in the European Union and the retirees - only 2-3 times lower pensions. The solution to the problem of low pensions is connected with the solution to remuneration in the country, the productiv​ity and quality of labour, etc.
It turns out that the prob​lem is not only the insuffi​ciency of incomes of some of the retirees but the fact that the State has abdicated from its responsibilities to elderly people, violating the public agreement?
- Thousands of letters are received at the NSSI about the size of pensions. But people's gravest complaints are about the prices of medi​cines and the money they have to pay for healthcare. It's neither normal, nor moral to make people pay high prices for health and medical services. This is racketeering of retirees. I'll only say that the NSSI remits BGN200MN-plus for healthcare insurance of pensioners a year. There​fore, it's not fair to ask they pay additionally.
