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Periodisation (Baltics)
• 1989-1994 - dismantling of the Soviet past
• 1995-1998 - implementation of social insurance PAYG defined-contribution 

schemes, increase of pensionable age
• 1999-2004 - implementation of three-pillar systems with FDC schemes 
• 2005-2008 - incremental parametric reforms  
• 2008-2012 - austerity and retrenchment , 2nd wave of the increase of 

pensionable age
• 2013-2017 - recovery and further parametric reforms
• 2018-2021 – substantial structural reforms in EE and LT, parametric reforms in LV

The pension systems of the three countries are becoming increasingly 
divergent



Soviet pension system

• almost 100% coverage, including rural residents
• low pensionable age 
– 55 for women and 60 for men

• privileged retirement rules for certain occupational groups 
• defined-benefit pension formula  
• relatively high replacement rate  
– (from 100 % for low-income earners down to 50 % for higher-income earners

• centralised financing from Moscow from the general state budget 



Statutory pensionable age
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Periodisation (Poland)
Separate pension scheme for farmers!

• Early 1990s  – parametric changes to the existing system of social insurance (DB)
– administrative modernisation
– improvement of contribution collection
– consistency in indexation rules (CPI)

• 1997-1999 – implementation of a three-pillar system with NDC and FDC schemes
– aged 50+ in 1999 fully remained in the previous scheme (DB)
– aged 30-49 in 1999 optional participation in pillar II
– aged younger than 30 – mandatory participation in pillar II  

• 2000-2008 – incremental parametric reforms, old formula still in force  

• 2011-2013  – scaling down pillar II

• 2019-2023 – more substantial reforms
– elimination of pillar II 
– overhaul of pillar III (autoenrollment into occupational pension plans, subsidised by state budget)
– strengthening solidarity and redistribution elements in pillar I (new indexation rules, 13th and 14th pension)



Pension formula (pillar I)
Estonia (since 1999) and Lithuania (since 1995) –

basic pension + pension points (PP) system 

Pension = Pbasic + ∑𝑃𝑃× one-point value

Latvia (since 1996) and Poland (since 1999 / 2009*) –
notional defined contribution system  (NDC)

Pension = !"#$"!%& '%($#%&
&$)* *+(*'#%!', %# -*#$-*.*!#



Pillar I in Estonia and Lithuania 
Pension Points system

PP =  !"#$
"%$&"#$ '()*&$+ !"#$

One PP value (as of December 2024)

Estonia - €9.51 Lithuania - €6.38

Basic pension 
(as of December 2024)
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Pension points in Estonia from 2021

PP =  ½ !"#$
"%$&"#$ '()*&$+!"#$ + ½ )$&%',$ -'.$

/ 0$"&

Examples:

Old formula New formula

Average wage, full year 1 1

50% of the average wage, full year 0.5 0.75

200% of the average wage, full year 2 1.5

200% of the average wage, 6 months 1 0.75



I pillar in NDC (Latvia and Poland)

𝐾0+ ∑𝐾! 𝑉!
𝐺×12

• K0 – initial capital (for pre-reform period)
• Ki – is the sum of contributions paid in year i,
• Vi – is the valorisation index for the year i,

• G - is the average life expectancy at retirement age



Minimum pension 
(per month, as of December 2024)
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Maximum pension (statutory schemes)

• Estonia – no ceiling on pension, no ceiling on contributions
• Latvia – no ceiling on pension, ceiling on contributions (annual 

lumpsum, ca. 400% of average wage)
• Lithuania – no ceiling on pension, no ceiling on contributions, 

but max 5 pension points per year
• Poland – no ceiling on pension, ceiling on contributions (250% 

of average wage)



Balancing mechanisms
Indexation of pensions in payment

ü Lithuania – based on changes in covered wage bill and GDP
additional indexation when poverty rate becomes too high

ü Poland, Estonia and Latvia – based on changes in covered wage bill + inflation

Indexation of pensions in accumulation (valorization)
ü Latvia 
• increase in covered wage bill

ü Poland
• NDC1 – inflation + increase in wage bill
• NDC2 – 5-year average GDP growth

Pension expenditure automatically adjusts downwards when the working-age population falls



Latvia:
• in operation since 2001 
• in 2023 covered almost 100% of economically active population 

Estonia: 
• in operation since 2001 
• from 2021 – voluntary with autoenrollment
• in 2020 covered 95% of working age population, by the end of 2023 32% of participants opted out  

Lithuania:
• in operation since 2004 (voluntary)
• from 2019 – autoenrollment)
• In 2023 covered 60% of employees

Poland:
• in operation since 2003 
• made voluntary in 2015
• In 2023 – less than 20% make contributions

Mandatory private pension funds 
(pillar II)



Normally – insurance contract with annuities
• Latvia – accumulated capital can be appended to the I pillar 

notional pension capital
• Estonia and Lithuania: if the accumulated capital is smaller than a 

certain “floor limit” – it can be withdrawn in lump sum or received 
as periodic benefit payments

-
• Poland – starting from 10 years before retirement, the accumulated 

capital is gradually transferred to I pillar NDC account

Payout stage



Employer Employee State
bonus

Total Pillar I (pp) Pillar II 
(pp)

Note

Latvia 16.55% 7.36% - 23.91% 14 6
3.91 pp –
to pillar I 

‘pool’

Lithuania 8.72% ≥ 3% * 1.5% * 8.72% + 8.72 ≈ 4.5* * - optional

Estonia 20% 2% / 4% / 6% * 20% +
1) 20 -

* - optional
2) 16* 6/8/10*

Poland 9.76% 9.76% 19.52%
1) 12.22  + 7.3 -

2) 12.22 + 4.38 2.92

Contribution rates in pillar I and II (2024)



Latvia:
• in 2023 covered ca. 40% of economically active population, but only half of 

them made contributions
• 84% of all contributions are made by individuals, 16% - by employers

Estonia: 
• in 2023 covered ca. 20% of working age population
• employers make voluntary contributions for 0.4% of all employed

Lithuania:
• In 2023 covered 6.6% of employees

Poland:
• In 2023 covered 17.2% of employees in occupational schemes and 5.6% in 

individual schemes

Voluntary pension savings (pillar III)



Growing complexity of pension system in Poland
A person may have
- 2 or 3 sub-accounts in the NDC scheme: initial capital (for work before 1999), NDC-1 and 

NDC-2 (former pillar II)  
Optional:
- OFE account (former mandatory funded scheme pillar II)
- PPE (1999) or PPK (2019) account(s) - funded occupational pensions
- IKE (2004)/ IKZE (2012) / OIPE (2023) account(s) – individual voluntary pensions

The voluntary pension schemes are generally offered in several forms: 
• a contract with an asset management company (investment fund); 
• a contract with a life insurance company (group unit-linked life insurance); 
• an employee pension fund run by the employer;
• an account in a brokerage house; 
• a bank account (savings account), or 
• a voluntary pension fund.



Yearly real returns of private pension products
no guarantees of non-negative returns!!
Pillar II

EE (2003 – 2023) -0.24%
LV (2003 – 2023) -0.87%
LT (2004 – 2023) +0.73%

Pillar III
EE (2003 – 2023) +0.96%
LV (2011 – 2023) -0.78%
LT (2004 – 2023) -0.06%

Better Finance, 2024



Population loss 1991-2020
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Estonia -15% 
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Total population by broad age group

Source: United Nations, Department of Economic and Social Affairs, Population Division (2019). World Population 
Prospects: The 2019 Revision (Medium variant), custom data acquired via website
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Population projections

• https://www.populationpyramid.net/

• https://population.un.org/wpp/Graphs/Probabilistic/MGR/CN
MR/616

https://www.populationpyramid.net/
https://population.un.org/wpp/Graphs/Probabilistic/MGR/CNMR/616


Portability of pensions within EU / EEZ

• Since 1958 statutory pensions are being aggregated for 
workers moving across the Member States;

• While the coordination of statutory first pillar schemes, 
(through Regulations 883/2004 and 987/2009) is relatively 
efficient, supplementary, mainly private, occupational pensions 
are (almost) excluded. 



Pensions paid to Latvian nationals from / to 
EU & EEZ countries (except EE and LT), 10/2024
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Payments for healthcare services for pensioners 
living abroad

Portable Document (PD) S1: 
The PD S1 allows a person to register for healthcare if s/he resides in an EU country, the UK, 

Iceland, Liechtenstein, Norway or Switzerland but is insured in a different one of these countries

• 2021 
Latvia paid to other EU/EEZ  €4.219 mln (of them 82% for pensioners) 
Latvia received from other EU/EEZ €0.300 mln

• 2022
Latvia paid to other EU/EEZ  €6.668 mln
Latvia received from other EU/EEZ €0.468 mln



EC: DG-EMPL, F. de Wispelaere, L. de Smedt, J. Pacolet (2024). Cross-border healthcare in the EU under social security coordination



Project “Retirement plans and expectations of 
Eastern European immigrants in Iceland”

https://ej.uz/2024ANKETA

https://ej.uz/ANKETA2024


Thank you!

olga.rajevska@rsu.lv


