PENSION REFORM

The Government of Georgia has initiated Pension Reform to improve the adequacy, fairness, and sustainability of the pension system. The Pension Reform Unit established in the Ministry of Economy and Sustainable Development (MOESD) in 2014 in order to prepare the legal and operational framework for the private pension savings scheme. Under the capital market development strategy approved by the Government in May 2016, the government is developing the domestic debt market by encouraging greater market participation and availability of investment resources.

The Asian Development Bank (ADB) supported to the Government in the preparation of the strategy and continues to provide technical support for the development of the new private pension savings scheme, including the preparation of relevant legislation and its operations. Given Georgia’s limited private pension experience, continued technical support is critical. Currently the MOESD with ADB is actively working on finalizing Private Pension Law.
Pension Reform - Introduction of private pension system will enable future generation of pensioners to receive better income at retirement. Private pension system will help economically active population to maintain more adequate standards of living at retirement. New pension system will facilitate savings and respectively the accessibility to long-term investment resources. 
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Main aim of the pension reform is to ensure adequate income level at the retirement and fiscal sustainability of pension system, thus reducing dependency on budget spending. Reform intends to introduce defined contributory pensions system, where employee, employer and the Government participate equally contributing 6% in total (2% each). It is important to mention that contributory pensions system will enjoy EEE tax regime, which means that contribution, accrued profit and distributed pension will be exempted from taxes. On the one hand pension reform will ensure budget sustainability and on the other it will facilitate savings and respectively the accessibility to long-term financial resources. Currently, active work on finalizing draft Private Pension Law is ongoing, which will be submitted to the Parliament in 2017.

