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Urgent strategic measures are needed to improve the efficiency and to guarantee the 
fiscal sustainability of the pension system, said Deputy Finance Minister Boriana 
Pencheva during the opening session of the one-day work seminar ”Bulgaria: Public 
pension system reform options”. The event, organized by the Ministry of Finance, 
brought together the key stakeholders in this reform effort, including representatives 
of the National Social Insurance Institute (NSSI), the Ministry of Labor and Social 
Policy (MLSP), the Ministry of Finance (MF), the Financial Supervision Commission 
(FSC), the National Revenue Collection Agency (NRA), labor unions and the 
Bulgarian Chamber of Commerce. Guest-lector at this forum was Mr. Emanuele 
Baldacci, team leader of the IMF technical mission on Bulgaria’s pension reform, 
which took place 13-25 October 2010. 
 
In her opening statement, Deputy Finance Minister Pencheva highlighted the main 
aim of the reform: achieving balance between the contributions paid and the benefits 
drawn by each insured individual in the public pension system. Mrs. Pencheva added 
that: “A change is needed in the public attitude towards and confidence in the pension 
system, which should be the guarantor of citizens’ rights to participate in the labor 
market and have their contributions to the retirement system adequately accounted 
for.” As evident from the budgeting procedure and the State Budget Law for 2011, 
added Mrs. Pencheva, both the Bulgarian National Assembly and the Government 
have stated their joint commitment to further continue the pension system reform as 
part of the Government’s overall policy for ensuring Bulgaria’s fiscal stability. The 
Deputy Minister went on to summarize the main reform objectives, which in addition 
to the improving the relationship between contributions paid and benefits drawn, 
included bettering the performance of the second and third pension system pillars, 
guaranteeing the balanced diversification of pension contributions to the second 
pension pillar, and stimulating citizens’ participation in all three pillars. 
 
Deputy Finance Minister Pencheva drew a parallel with the current situation in the 
public pension schemes of other EU Member States (MS): “Exiting the economic 
crisis, most MS apply hard-to-digest reforms in sectors such as the pension system, 
health care, education, while cutting public expenditures.” Citing the latest Eurostat 
MS deficit figures, according to which the EU-27 deficit stood at 6.8%, while that of 
the Euro zone was 6.3%, Mrs. Pencheva continued by noting that against this 
background Bulgaria stood out with its good performance, and even more so given 
that, despite the challenging situation the Government achieved a social dialog and a 
common agreement on what we should be done to guarantee Bulgaria’s pension 
systems stability in the face of national demographic trends. 
 
Mrs.Pencheva expressed specific thanks to the IMF mission team which worked on 
the technical assistance assignment, and in particular to Mr. Emanuele Baldacci who 
led the mission, as well as to the management of the Fiscal Issues Department at the 
IMF for the productive cooperation and expertise they provided on defining the 
reform alternatives for securing the financial sustainability of the Bulgarian pension 



system. “Bulgaria will continue its constructive dialog with the IMF as a partner, and 
we will continue to look forward to the IMF’s expect support and feedback” said Mrs. 
Pencheva. 
 
Next, Mr. Emanuele Baldacchi presented the main conclusions of the analysis of the 
technical assistance team, and underlined that even in countries characterized by a 
stable macroeconomic environment, such as Bulgaria, pension system reforms are 
needed. He emphasized the need to decrease the deficit level in the public social 
security system, and applauded the reform measures already adopted by the 
Government, which concern: 
 

1. Full pension benefit acquisition requirements; 
2. Increase of the contribution rate for the Pensions Fund; 
3. Gradually raising the required length of service and statutory retirement age; 
4. Increase of the contribution rate for the mandatory pensions funds of the 

second pension pillar; 
5. Amendments in the manner of calculating the level of the pension benefit 

(tightening the link between contributions and pension benefits); threshold of 
the pension benefits; widening the number of insured persons and increase in 
the collection rate; 

6. Reducing early retirement options. 
 
The IMF’s concluding recommendations emphasized the need to continue to build on 
the already legislated reform measures, adopting a staged and sustained reform 
approach combining short-, mid- and long-run steps. 
 
The participants in the discussion expressed support for the Government’s aims to 
enhance the system’s capacity to provide an adequate level of pension benefits for 
Bulgaria’s citizens, and to gradually overcome of the public social security systems’ 
budget deficit. It was underlined that, to ensure the success of the reforms, increasing 
public confidence in the pension system, and providing more information to the 
public on the benefits of participation in the social insurance system, are of great 
importance. 
 
For a full text version of Mr. Baldacchi’s presentation made at the forum, please click 
here. 
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