
Liviu Voinea

Why is there no money for pensions? The causes of
the social insurance budget deficit and alternative
solutions

Abstract

This article reviews the implementation of the Pillar II pensions system in Romania.
The approach is to be critical, as the title suggests, as a result of the deficit in the
social insurance budget that has largely resulted from implementation of this policy,
as well as from other aspects of the government’s pro-cyclical policies on pensions
including the cuts in wages to Romanian public sector workers. At the same time,
Romania already spends a substantially smaller proportion of its GDP on pensions
than the EU average, despite more than one-half of Romanian households receiving
a pension of one description or another and nearly one-quarter of total consumption
being accounted for by retirement pensions. The article reviews the draft law on
the payment of Pillar II pensions, concluding that not only is the pensions legislation
deficient, but that the new draft law does not improve what is already a complex
and burdensome system, while a combination of job creation and wage increases
are necessary to boost the economy.
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