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Abstract

The social problems become more prominent in the modern world. In most
countries, social policy is a matter of special concern and a significant share of the
budget is spent toward this direction. One of the most important aspects in the
implementation of social policy is the country's pension system.

Due to the demographic situation, most of the developed countries of the
world are referred to as aging nations, therefore, pension policy appers to be a serious
challenge for them. Pension policies should be managed in accordance with the
requirements of the development of life and the age of modern technology.

As the practice of foreign countries shows, the management of pension policy
requires a new vision and the development of mechanisms for the implementation of
reforms, which in the long-term will ensure a decent old age for older people.

Because of that situation, the developed countries of the world began to think
about the better pension policy long time ago, and they created private accumulative
pension systems and ensured its implementation in practice.

Accumulative pension system is mainly a three-column mechanism, Column |
includes the basic pension provided by the state through budget funding; Column 11 is
a percentage of the amount of savings transferred by the employer and the employee
to the pension fund and serves to increase the individual responsibility of the people.
Column 111 provides the provision of savings for the retirement age through private
insurance and financial organizations. According to the concept, the pension reform is
focused on the social security and decreasing the financial costs of the elderly
population.

Georgia, like many countries around the world, belongs to the aging nations by
category. Analyzing the realities that may arise for the state in the future, it is
necessary to implement a fundamental pension reform. For this purpose, on August 6,
2018, the Law of Georgia on Accumulative Pension was enacted, the full
implementation of which began on January 1, 2019 on salaries accrued, in which the
state enters 2% together with the employee and the employer (6% in total). The
involvement and participation of the state in the accumulative pension system is an
important incentive factor to be included in the system as a participant. At the end of
2019, 795 thousand participants were enrolled in the system, while according to the
data of Geostat on November 2, 2021, the number of participants in the system was 1
million 212 thousand and it continues to grow every month. While the assets for the
same period amounted to GEL 1.83 billion, of which GEL 234 million was accrued
interest. The assets are positioned in Georgian commercial banking organizations,
where it accrues an interest rate of 11.1%, which is also an important part of the
proper conduct of the reform, as the savings and accrued benefits should provide a
high rate of substitution for the system participant in old age. The efficiency of a
funded pension system, in addition to ensuring that people of retirement age can enjoy
a decent old age, creates an investment environment for the development of the
country's infrastructure, unlike the existing pension system, which represents only
spending and fails to create an investment environment.

It is fact that the current pension system is fully financed from the state budget,
which in essence is more social assistance than pensions. According to the official
data of Geostat, the number of pensioners in Georgia is growing over the years, and if
not the pension reform and its proper management, this situation in the future will put
a serious burden on the spending part of the state budget.

Thilisi has a special place in the Georgian pension system; Clearly, this is due



to many factors, primarily the size of the population, as well as the fact that the budget
of Thilisi Municipality is different from the budgets of the municipalities of the
regions, which allows for more social activities. The present dissertation research is
based on the study of the living conditions of elderly people living in Thbilisi
Municipality. Thilisi is the municipality that has more resources to provide social
projects, thus ensuring the improvement of the social situation of pensioners registered
in Thilisi.

The paper discusses the successful implementation of social policy practices in
developed countries (Finland, Germany, Scandinavian countries), analyzes the legal
framework of Georgia, reviews state and local self-government budgets and the
mechanisms for the implementation in terms of administration.

The dissertation presents the research "Assessment of the pension system by
older people and its relevance to the challenges", which reflects the social status of
older retirees registered in Thilisi and analyzes the needs that are a priority for the
population (medicine, food, utility bills, etc.).

A research we conducted for this paper clearly showed that the current pension
system does serve to reduce poverty, but it can not provide a decent aging of
pensioners, as it can not offer a high rate of replacement, it is also inefficient in terms
of the economic development of the country, because the funds are only used for
spending. However, the current pension system is unfair as it does not include years of
service and it is the same for everyone, regardless of length of service. All these
factors strongly confirm and substantiate the necessity of pension reform.
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