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REFORM OF THE PENSION SYSTEM IN POLAND 
AS A CHALLENGE FOR BANKS 

The mechani m of establi hing the compctitive advantage of a bank in the Poli h vetal 
insurance market is pre ented. lt lakes into account the condition of reformed pension sy tcm, 
different kinds of compet.ition forces and basie principlcs of competition. Typcs of risk 
undertakcn by banks and their consequences for linanccs and marketing are analyscd .. 

l. INTRODUCTION 

Thi article is an attempt to crcatc generał guidelines f r a bank which has 
ei ther to take the dcci ion or to verify th deci ·ion alrcady laken co11Ce rning 
entrance into the reformcd Poli h rctiremenl as urance market. These guidelines 

hou ld enable us to !ind Lhe position in thi s market with fuli awarenes , i.c. 
following the recognition of specifi feature of the retircmenl a · -urance market 
and the consequence of any aclivity undertaken in this field on re ult obtained 
in the ba ic market of a bank, the depo it/credit one .. 

The reform of the pen ion system offers each bank Operating in t he Polish market 
a chance to create and trengthen it competilive advantage. This chance may 
however tum into failure, not only inside the insurance market, but al·o in thc 
financial market as a whole, if the detailed traLegie analysis of this market segment 
has not been done already. The Jack of Polish publication · deseńbing how to preparc 
the base for a bank's success in the insurance market i a major cbstaele to the top 
management ofPolish bank in taking the righl dccision concerning the entrance into 
the rctirement assurance market. Here everal que tion can be raised: 

l. Have the deci ions of banks to statt the activity in thc in urancc sector 
becn carefully considered, both in their financial and marketing a pccts'. 

2. During any futurc verification of the e decisions, would all c iem nts 
which are vital for the ·uccess of a bank in the insurance market be taken int 
account in their proper context? 

The e questions are of a strategie nature and belong to thc sphere of :ector 
trategic anałysis of retiremcnt assurancc. Lct us remind ourselve that one of 

recogn ized founder of the . o-called scctor trat gic analysi , a done from thc 
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company's point of view, is M. E. Porter. The appreciation of thi new field of 
investigation : sector analysis of insurance market from the point of v.iew of 
banking in titution wishing ro be placed there, could be of great value for bank 
managers. This article make a contribution to Lhi analysis by d scribing how a 
bank can place itself in this market in a y tematic way, allowing itself to achievc 
a leading position. The pro po ed philo ophy of behaviour includc , a number of 
basie elements, which will be uccessive!y described. Thcy are the following: 

l. Institutions present in the retirement a surance market which are 
competitors and their competitive forces, taking into account the egment of 
this market, i .. e. pillru·s I, ll and , the links b tween the e segments and 
possible eon equence of the e links. 

2. Opportunities and threats for a bankwhich ent r. the ·ocia! insurance market. 
3. Detailed kinds of ri k ro which a bank i s 'Xposed, depending on the 

form s o f undertaken activi ty in part.icu tar segment s o f t he in mance market 
and the sources of risk. 

2. FOR ES, PRINCIPLES AND MECHANISMS OF COMPETITIO 
ON THE POLISH SOCIAL INS RA CE MARKET 

In the new pension sy tern, being just reformed by the la 
(http://ks.sejm.gov.pl.:80009/search97egi ... s&ServerKcy= ejm&Q=fundu ze 
+emerytalne) each pension will consist of two pru·ts coming from the two pil Jar 
of the system, namely pillar I and ll. Additionally, ea h person can buy 
service from pilla.r fi on a voluntary basis. 

Pillar I is based on an agreemenl bctween gcnerations, where alJ obligatorily 
colJected insurance fee will form a common inter-gcnerat.ion fund admini ' tered 
by ZUS (Zakład Ubezpieczeń Społecznych - Social In urance C mpan ) 
Jeaving thereforc to bank no field for compctition . Thc p s~ibility of an acti 
competition appear however in pillars U and Ill, as pilJar I i intended to 
protect only from the consequences of economic recessi n and would not 
guarantee adequate income at the old age. 

The logic of pilJar II, which .is obligatory, eon ist in tra.nsrening a part of 
contributions collected by ZUS and locating them to individual accounr. at private, 
open pension funds, where the money will be . afely and profitably in e. ted and 
capitalized. This pillar ·hould protect the insured per on from the ri k that the 
whole population grows older or unemployment increases. For thc banks, i t opens a 
field to attract new and to keep lhe ałready existing clients, and al·o offers al o 
different forms of active participation. The potential. clicntelc is rormed or the ·o
całłed young generalian (under t.ood a· persans born after 31 .12.1968), obligmoriły 
entering the reformed sy tern, i.e. pilJar l and li, and the so-callcd medium-age 
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generation (bom after 31.12.1948 and before O 1.0 1.1969), w ho can choo e bctwccn 
receiving pension only from pillar lor from both pillars, I and II. 

It should be pointed out that from the point of view of the medium-age 
generation the attractiveness of pillar I1 offer ariscs from the exist nce of thc 
obligatory state guarantee of solvency for each open pension fund. This factor 
can discourage persens from this group of insured from choo ing the option: 
pillar I only. However, even inside this option (pillar I on.ły) chosen by sorne 
persens from this generation group, there are variou po sibilitie of additional 
pension proposed with the voluntary pillar IJI. The cliem Je of pillar II will 
automatically decrea e by those who will choose pilJar UJ. 

A bankwhich fulfils orne forma) requir mcnts an plac itself in pilJar II in 
a triple way: as a shareholder of PTE S.A. (Pow zechne Towarzystwo 
Emerytalne- Universal Pension Company), as i ts d i tributor or as i ts depositery 
bank. In practice, a shareholder of PTE is at tbe same time it di tributor. Thc-;e 
links are neces, ary for the proper and requircd by law organisation and 
functioning of pilJar I1 (see Figure l and 2). 

Open 
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Fig. l . Functioning of pillar H of the pension system 

Source: author's own. 
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Fig. 2. Functioning of PTE (Universal Pcnsion Company) 
Source: author's own. 
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At the end of 1998 a number of private pension fund appeared, among 
lhem some created by bank . Each participant of pilJar II can choo e one 
from the competing pen ion fund , and after rwo years eventually change it, 
free of charge into same other, e.g. more profitable one. The pension fund i s 
managed by a PTE company. The object of management are the contributions 
fees of the fund participants converted into participation units, the value of 
which change according to the changing situation in the financial market. 
The money coming from contributions is kept in an independent depo itory 
whicb in practice is either a bank having an appropriate auth risation or 
Krajowy Depozyt Papierów Wartościowych (National Stock Dcposit). Ea h 
participant of the fund will be aJlowed at the timc of retiremenl to buy th e 
lifelong services he or she finds appropriate in one of the specia l Pension 
Companies. 

The presented peculiarity of functioning of pilJar II and the po ibilities 
for bank to find their place there can reveal t he competit i ve forcc that any 
bank has to face. These forces, the kind. of clientcle to be attracted, and 
generał competitive mechani ms are shown in Tablc l. 

Tabłc l 

Competition undcr pillar 11oft he rctiremcnt assu111ncc us scen by bank X 

Competitivc mength Clicnts to be attmcted Competitivc mcchnnism 

l. Open Pension Funds, with So-called young genemtion Aftcr two years o f partici pation 
which bank hlls no łinks and the pan o f medium-age ~1e clicms of ~1c pcns1on fund Cllll 

generation bcing insured under changc it free of charge imo :molher 
piliarii fund, c.g. morc cffectivcly working 

to thc profit of the flllure cliem's 
pensio n 

2. O~lCr b:mks·shnreholders of So-callcd young gcneration Thc rules of dJviding thc pmfits 
~~e same PTE in which bank X and lhe pan o f medium-age o f thc gJVCil PTE amon g i t~ 
pruticipates gcneration bcing insurcd under sharchold..:rs 1nay ddine thc valuc o f 

pillar n financtal profiL~ for a panicular bank 
as dependent ou c. g. thc nu m ber o f 
ncwly gmncd chcnts or the vałue of 
n:ceivcd pen ion fund resources 
administered by PTE 

3. Pillar l o f the pension sy.aem So-called mcdium·age gcnc- l11c choice bctwccn the IWO 

mtion. having to choosc bctwcen possiblc insur.U1cc options depend~ 
insurancc options: soldy under on ~1e individual situation of thc 
pillar l. or simu ltaneously under lllSU it:d person, u1eluding hiS 
pilłar l and li tcndency to takc the U1vcsbncnt ri k 

and knowledgc of the łinancinl 

market 1ncchanisms 

Sourcc: author's own. 
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Pillar m, the voluntary one, function · on different principles. Jt gic i · to 
create the po sibility of an additional pension. Thc aim of ·avings collectcd 
there is to reduce the po ible di propot"tion b l\ een earning · during 
professionaJ activity and after retirement. Insicle this pillar there are legaiły 

accessible differem fonns of individual providence for old age. They are: PPE 
(Pracownicze Programy Emerytalne - Employee Pension Program ) and 
individual providence, which indudes life assurance in commerciał in urancc 
companies, long-term bank deposits (the so-called banking retiremcnt cheme. ), 
investment in stock and securities or in investment fund . Per on intcre tcd in 
savings under pillar m may use the services of variou institulions, being 
potential competitor of banks Operating in thi segmem of thc in urance 
market. The competition in this market is formed of: commerciał in ·urance 
companies, mutual in urance companies, inve tment fund , bank , mployee. · 
pension fund (PFE), and broker agencie . The bank may place it elf under 
pillar m in variou ways, a : 

• hareholder of an insurance company 
• shareholder of commerciał insurance company w h ich serves aL o t he PPE 

program 
• depositary for t he assets of PFE fund 
• owner of a proper bankinginvestment fund 
• owner of a proper bankinginvestment fund, which erve al o the PFE fund 
• owner of a proper broker agency 
• supplier of deposit services in the framework of basie banking activity 

(banking retircment schemes). 
From the poinl of view of an in ured per on the mo t attractivc olution 

eem the PPE program formed according to the legaJ requirements (Dziennik 
U ta w 1997, no. l 39, pos. 932). The main limitation of acce . to this form of 
savings is the good will of an cmployer, who ha no obligarion to stabli . h thi 
program in his own company. From the bank's po int of view uch a program 
can be a strong competition, the tronger it i , the m re intere t in this program 
would show thc cmployer . At the ame time the bank would be in no \ ay 
connected with the service of any other employee's program. 

The various ways in which a bank can be involved under pillar III causes 
that the dctermination of competitive force and their action on Lhe bank' s 
position should be done for a particular bank (as any bank can undcrtakc more 
than one form of activitie under this pillar). Thi i · beyond thc ·cope of thi. 
paper, so in Table 2 only the type of competitive forces and genera l mechanism 
of competition are presented. The strength of interaclions between these forcc 
hence thc degree of importance) hould be evaJuated individually by banks, 

depending of as umed form on the activity. 
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Tnbłe 2 

Competition under piłlar III o f the rctiremcnt assurance ns seen by bank X 

Compctitive strcngth Compclitivc mechani m 

L Empłoyee 
Fund (PFE) 

PŁ'IlSion Basic ractors which dcfine lhc altractiveness of PFE, being 

2. !nvesunent funds 
serving a lso PFE fund 

3. lm•estmcnt funds not 
serving PFE 

imroduccd as a result of agrccment wi t h personnel (lntde unions) and t he 
cmployer, nre: possibility of rełeasing Lhe conuibution paid for PPE 
(Employec Pension Program) up to 9% o f thc salary from 1he obligatory 
charge for ZUS and cxemption frorn wxntion of the pension rccc ived 
from PPE 

• Rccciving individual savings funds tumcd iłllo old-age providence from 
clicnts rcady lo invcst inlo morc risky invcstments in the financiał market 

• łnvesrment of financial resources of Pl:ł:. 

• Receiving individual savings fw1ds tumcd into old-age providcncc from 
clients ready to invest into more risky invcsuneniS m the linancial market 

4. Privatc insumnce • Receiving by TUW the fees o f PPE membcrli und trnding o f thesc funds 
companies (commcrciał in- • Rccciving by 1hc commcrciul life msurance company the 
surnncc companics, mutuał rcsourccs of group insurnncc of crnployees in thc frarncwork of PPE 
insurance cornp:mies - and tradin g o f these funds 
TUW) scrving lllso PPE • Better access of insurnnce companies to 1hc ~ mploycc taking 
program~ udvuntage of PPE as to thc potentinl clien ts being offercd ndditi onul 

individunl savings scheme 

5. Lnsurancc compa-
nies nor scrving PPE 
prograros 

6. Broker agencics 

7. Ot herbanks 

8. Pillars l and l! 
togethcr 

Source: nuthor's own. 

• Receiving 1ndividual savings destined for old -agc providencc by 
usc o f spec ial izcd mcthods 

Rcceiving individual savings dcstincd for old-agc providence 
invested in the securities market 

• Recciving individual savings dcstined for o ld-age 
providcncc(offcrs of long-term savings schemcs) 

• for depositary banks- strengthening of tl1e market position as a 
rcsult of depos it scrviccs for assels of PPE and increased deposit base 

Part of thc money now directcd to pillars l and 11, so łower 
rcsourccs investcd in piltar 111 ; !he tendency to inves t in pilJar ll l 
dcpcnds on thc obliga torily paid insurance fcc (the higher is 1he fce 
thc !ower the tendency) and on rhe prospects of thc improvcd incomc 
si tuati on of t he insu red person 

3. Ot>PORTUNlTIES AND THREATS FOR A BANK 
lN THE RETIREMENT AS URA CE MARKET 

Let us remind ourse l ve~ that Po.lish banks for the second time are facin g 
the persp crive of entering new markets which have not been traditiona l to 
them. The first time was in the context of common pri vatisation, when 
banks had to issue three kinds of tocks and define their place .in the tock 
marke t. At that time the necessi ty of such definition had been stressed, a 
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the foreseen primary result of the privatisation program had to be an 
almost doubled increa e of market capilali ation and the sccondary rcsu lt 
- the affluence of new clienls, carporale and private investor , to bank 
(Olechowska 1995, p. 9). For banks failing in lhis market their image 
could be strongly affected. 

Taking into account that in principle the majority of the adult population 
of Poland be longs to pi lJar II , any fai lure of a bank actively present in thi s 
egment (retircment assurance) can lead to much more evere re ults . The 

negative consequences could even affecr the whole banking system, if 
clients of other banks would not appreciate the retiremcnt a. urance 
services, either. Therefore a reliable trategic analy ·i of the po ibl e 
consequences of entering the insurance market, not confined to pillur II, is 
nece sary . 

Jt is belicvecl in the banking worl d that Poli sh bank , being of a univer al 
character are predestined to organize di tribulion c hannel also for 
insurance services, specifically for pillar 11 and III . Their advantage · could 
be: wide distribuli on network, profes ional taff, and well-e tablished 
market position. Such opinions have been heard by the author whcn 
a i ting, both actively and passively, in organizing sale · of insurance 
scrviccs in orne bank (e.g. PKO BP). The fir t advamage i beyond 
di cu sion. A quite extens ive nctwork, known lo cli em , may be for thern a 

crucial a ttracting faclor when looking for retirement a. urance service . One 
hould however be aware that gaining clients is not sufficielll, they havc to 

be kept. This, in turn , i lhe problem of the quality of in urance ·ervice ·, 
which should be satisfactory for clie nts , allowing either to keep the already 
hi gh po ition in the market or to improve it. So, the top management of a 
bank should honestly answer, fir t of all to the owner of a bank, two ba ic 
que tion . Is it better to be an internaiły diver ified organisation or to 
specialize according to market segments and serv ice offered there? Wh at 
are the fair reasons motivating a depo it/credit bank to enter into insurancc 
segments (II andlor liT pillar), and go beyond their tradi ti onal activitie -? 

These reasons could be e.g. creating a new source of profits, making thc 
extcnded offer of service ' more attra live, promotion of a bank, or 
additional motivation and integration of the bank s staff. lt is not c nou gh 
however to limit oncself ro the statement indicating a need to atlract new 
clients who already are interested in insurance servi e., o r a need to keep 
exi ting client · by extending the subject of offe red service . . lndced, poił 

invcstigalions c learly . how (Inwestor .. . 199 ; CBM 1998) thut d~ents ex pcc t 
1ew tyoes of hankt nQ serv'cf'c; l l e · rn,, ' " ""'t t•! 1 '~ 
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insufficient quality of the already offered services, even of the usual ones . 
So if a bank has problems (more or Jes objecti.ve) with the regular 
improvement of the quality of typical services and at the same time intend 
to offer new services, different from the existing one , it eem that the true 
though hidden motivation of entering the in urance marke t i an attempt to 
ignore really important problems in the cred it/deposit market. lt i · 
questionabłe whether a client being offered subsequen t new services would 
stop perceiving quality shortcomings in typical ervices and give up the idea 
of changing his bank to another. Theoretic a lly, it co uld be possi ble , under 
the condition that the quality of in urance service and con nectcd wit h them, 
financial profitsfor a client would be above average (i.e. higher than offered 
by competitors). To fulfil this condition, insurance agents should have good 
kills and specialized knowledge (going beyond the routine operation or 

f illing clients' forms). Thi s requirement of above-averagc knowledgc app li e 
both to pilJar III and II. 

It i s nece sary therefore to est imate t he risk o f lo in g bot h d i, s at i f ied 
clients and their savings collected for old-age providence purpose , and to 
find ways to minimize the number of such case . Thi · risk should be 
perceived in the context of a possible outflow of a part of deposit . The sca le 
and quali ty of deposit services are s trongl y eonnecred with the scale and 
quaJity of in urance services rendered by the same bank. T hese link can be 
reveałed in two ways: substitution of a pan of exis Lin g and potential deposit 
into in urance palicie and withdrawing or moving persona] accoums to 
another bank by c lient who are dissatisfied with the quality of service 
offered in ide thi account (both insurance and deposit services). 

As these two kind of ervice are compctitive, an an wer to th second 
question is nece sary: Wh ich kind of (passive) serv ices bank hould u e a 
its main source of fina nc ial resources - deposit or insurancc? The an wcr 
to thi · quest ion make a base to define precisely thc market posi t ion 
dcsircd by the bank. It is at rhe same Lime a strategie decision which 
shou ld lead to all the future un d rtakings of Lhe bank, as one ·hould avoid 
thc formation of the so-callcd "Chincse W all" (the conflict of affair 
between the group of personnel sc lling typi cal depos it · and Lho e e ll ing 
retirement a surance policies, which may concern the executio n of a sa le 
plan and manife t a inlended di ·turbances in the efficient and reliable 
info rmation flow between conflicti ng gro ups). The lack of a we ll-defined 
answer Jeads to impreci. e rul es o f gamc betwecn different interest groups 
and does not favour a stable or improved market po ition o f a bank. Th 
threat to th e market pos ition is greate r when the Staff doe not idcntify 
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with their bank and the employer makes no effort to change thi ituation, 
e.g. by offering insurance to their personnel. 

4. RISKS OF A BANK IN THE RETIREMENT AS URAN E M RKET 
(ACCORDING TO ACTIVITY FORMS) 

As a conclusion to the above eon iderations, one ca n tat that in thc 
period of introduction and implementation of thc new pen ion y tem any 
bank can choose between two principal kind of behaviour in the retirement 
assurance market, which are characterized by different ri k level : 

l. Passive behaviour- no expan ion in externaJ and in terna! (ow n personncł) 
markets , both undcr piłlar TI and III. This leads to the fołlowing risk : 

• outflow of a part of deposits to other in tituti ons to be reinvcsted int 
in urance products, 

• too weak identification of the person nel with their bank their 
disappointment by having no chance to participat.e in PPE, abandoned by 
their bank-employer. 

2. Active behaviour, hencc the expan ion under any of pillar (ll or lli) in 
externa ł andlor interna] market. The risk taken by the bank and their ize 
depends on the form of act ivity and will be presented below . 

In ide the interna! retirement assurance market the bank-cmployer can 
create for their empłoyee thc PP Program, which by timulating th ir 
identificat ion with bank could be a base for futU!·e succe s in lhe market. It 
could be reałistic, provided that such a program prote L all bank' · 
employees (or those most val uable for the bank) from the company's 
engagement into uch undertaking which do not tak adequately the 
employees' interest into eon. ideration. 

The bank being a deposi tary (under pillar II) take · in t urn financial 
rcspon ibiłity for those inves tment clecisians of the PTE company which urc 
viołating the rules. This is a kind of risk typical for any banking u · tivity . 
Ais o t he legi la tor (Dziennik U ta w 1997 no. 139, po . 934) tri e to red u e 
this ri sk. The depositary can onły be the bank with their own capital (bcing a 
hedge against economic los es) not !ower than 100 million EC , not 
pos essing any shares of the company wh ich manages the same fund, the 
a . ets of which i t keeps, orany sharc · of an entity having conncctions with 
th is company. The bank cannot have any apital ł i n ks w ith the ·e entirie and 
cannot be a creditor or lcnder, neither for th fund nor for th managing 
company- unless the u m of c redit or lending i lower than l % of the total 
va lue of fund' a sets. Moreover, in the case when the serviced PTE gocs 
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bankrupt, the depo itory takes the risk of Iosing a good source of profits 
coming from fees paid by PTE for depo it ervices. 

Other kinds of ri k than those taken by a depositary characterize the bank 
being a shareholder of PTE. Here, typical is the financial ri k re ·utting from 
the mechanism of "minimum market rate of return" being legally 
implemented into the pillar II. The source of this kind of ri k could be the 
deficit appearing in the PTE in the case when the rate of return of this fu nd 
for last 24 montbs is !ower than the required minimum rate of re turn. The 
required minimum rate of return i either the rate of return by 50% low r 
from the weighed average rate of return for al l PTEs during this period, or 4 
percentage points below this average dependin g on which of these two 
values is !ower. The amount of deficit is calcuJated as a produet of the 
number of units of account in PTE a for the last working day of the 24-
month period and the difference between such value of a unit of account, 
which could ensure the minimum required rate of return, and the real value 
of this unit on the last day of the 24-month period. The deficit may cau e 
two kinds of financial risk: 

• The risk of profit loss, when the achieved rate of return is !ower than 
the minimum required rate of return. The undervalued units of account 
hould be then covered by a special reserve fund of PTE, a a eon equence 

the climini hed but still existing re erve fund has to be restored u ing PTE 
profit . When the deficit appears, PTE is obliged within 3 days to cover it 
u ing all resource acces ible on the reserve account. If such resource are 
insufficient, the deficit should be covered from their own PTE resources 
within 14 days. 

• The risk of insolvency leading to the bankmptcy of PTE, wben the 
spec i al re erve fund is not rich enough to cover thc d i rfercnce between t he 
mean increa e of value (equal to the minimum requircd rate of return) and 
the increase actuałly worked out by this PTE. Thi risk appears when the 
deficit cannot be covered in the way described above, and the immediatel 
notified Supervisary Office brings an action in the appropr iate court to 
adjudge the PTE company bankrupt. 

Both these types of risk generatein turo the marketing risk of poiling 
the image of a bank- shareholder of PTE. The legislator tries to reduce t he 
financial and marketing ri sk through Jicensing the activity of PT . To 
obtain the licencc some requirements have to be full'illed, ·uch as a 
minimum 4 millian ECU of own capital, good reputalion of shareho lders , 
appropriate experienc of the member o f the board of director · and 
supervi sary board of the PTE. Function sim ilar to th łiccnce is played by 
the requirement of PTE own capital kept at the leveł not !ower than one 
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half of the capital minimum. If the own capital i not completcd by the 
appointed time limit, up to the level defined by the Supervisary ffi e, 
permis ion to create a company may be withdrawn. It seem also that a 
remedy against the above risks can be the appropriate scłection of 
shareholder for the given PTE company, based on the following 
assumptions: 

l. Complemcntarines of bank -sharehołders, for exampłe consi ting in 
the combination of an extensive regionał netwark of one bank with 
experience and knowledge of the Poli h capital market of another bank. 

2. Large cale of activity of individual banks- harcholder (the grca te t 

national banks); 
3. Ability to guarantee a high level of deposit afety by the e banks. 
Inappropriate choice of PTE shareholders increa e the threat of failurc 

for a bank, at least in the retirement assurance market, a the ability to 
diversify risk is then not assured. These risks may come from : 

• gaining an in uffjcient number of PTE client and eon ·equently gath rino 
inadequate money resource (i.e. below the " profitabilily threshołd"), 

• incapability to offer services at the level of quality, accessibility, and 
financial profits, being satisfactory for client ; in consequence both clients 
and their aving may be tost. 

The nece sary condition for the exislence of uch diversification of ri k 
eem to be: 

I. Efficient investing of the pen ion fund in the ecuritie market, using 
the services of bank broker agencie · and re ·pecting the obligatory norms 
(Dziennik Ustaw 1997 no. l 39, pos. 934). 

2 . Creating a consortium between banks- harcholder of PTE to pr ad 
the investment risk (inve tment of pension fund resourcc into ecurities, 
investment into development of PTE di tribution nctwork) . 

3. Strategie analys i of the di tribution network for an open pension fund, 
enabling wide access and comprehen ive ervice for it clients. 

It is believed that the third condition shoułd be crucial for the ucces of 
undertaking in the retirement as urance market, especiałly in the fir t tage 
of the functioning of PTE company. Moreover, it mean thal in the fir t 

stage, the ri k of improper functioning of PTE distribulion netwark necds to 
be minimized or eliminated. This ri ki · manife ted either in bad tructure or 
in bad functioning of thi networkand can appear in variou functional area 
of the pension fund: distribulion channet , promotion, transfer of client -' 
agreements to the open pension fund , long-term service of thc fund 
member . Each individual area shoułd be analy ed strategically to point out 
neces ary operations, their scope for particular banks- hareholder. and the 
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responsi bility for the operation , based on agreements betwecn PTE 
sharebolders. Good organisation tn ide the e area would reduce pecific 
risks, as shown in Table 3. 

Tablc:3 

Componcnts o f fu nctional risk for the distńbution netwark of the retirement su rance market, as secn by 
bank X - PTE shareholder 

Field of risk 

Distribulion 
channel 

Elemen ts 

Own oflices ofbank. X: 
• passive acquisition of new 

P1E rrembas (e. g. at pri vate social 
meetings) 

• active acquisilion of new PTE 
rnemben (by the appointed stAll) 

Outsidc institutions: 
• acquisition of new PTE 

rnembeni in lhe working region o f lhe 
outside institution (c.g. agcncy offices) 

Thc most important specific kinds of risk connectcd 
with lhe given element 

l. Risk of the "Chinese Wali" barricr 
2. Marketing risk of connccting the na rne of a 

bank X with the namc of PTE and resulli ng strongcr 
dependence of results of bank X on ractors 
innuencing thc si tum1on in PTE markcts 

Ri k conccmmg the qual ity of' personnel 
deli veri ng services of rctirement nssurance (Inek of 
specialized knowlcdge, unawruencss of specrlic 
ways of mimeling chcnts in the insurnnce market ); 

4. Risk of future deposit outflow from brulk X. 
generated by ri ks l , 2, and 3 

l. Risk eonccm i n g the quality of persenne l; 
2. Risk of delivcring services to compelitors by 

thc pcrsonnel traincd at the cost of t.hc PTE. thc l 
shar.:s o f which are owned by bank X 

Promotion • Chameter 
udvertising. 

o f outside Risk of not attractmg clients to t he Open Pens1on 

Trnnsfer of rnem
bcrs' agreemcnts to 
the Open Pension 
Fund 

Long-term service 
o f .PTE rnembcrs 

• Availability of advertising 
material 

• Acccpting o f agreemcn from 
--outside" ch:umels 

• Rccorcling of llcceptcd ngrcc
n'X!Ots 

• T rnnsmitting o f all agroe
rncniS via intcmal bankingpost 

Cornplexity of seiVicing PTE 
members .in own netwodc of bank X: 

• undersigning ncw agnxmcniS 
• accepting disposilians in case 

ofdcath 
• service of tran.sfers duc to 

divorcc 
• setVice o f payments in case of 

dcath 

Source: author's own. 

Fund due lo the low intensity :md u ndistingui~hed 

advcrtising 

Risk of not attruc..ting clicnts to the Open Pen ion 
Fund due to late cxposure and distribuLion of 
materials among clients or lack of proper co
ordinnti on of the promoliono l campaign 

Risk of Iosing outside dis1ribu1ors due to 
inconvenicnt logi lic condition cn:ated by bank X 

l. Risk of loosing PFE fund membcrs duc to t he 
lack of assuJ'cd continuity of PTE service 

2. Risk of low quality of services renclered by 
PTE due to the Inek of stimulatin ·• motivation 
system for ihe personnel serving PTE 

3. Risk of low quality of services renclered by 
PTE due to thc Inek of assistancc sys tem for PTE 
agcnts in non-typieni siwarion (assisrancc m solving 
currcnt problcms during PTE scrvice) 



REFORM OFTHE PENSION SYITEM AS A CHALLENGE f-QR BA J..:S 165 

The bank i exposed to similar ri k of badly functioning distribution network, 
whicb under pilJar m undertake the role of organizing the di tribulion nctwork i.e. 
to sell retirement assurance policies of an in urance company. Thi form of activity 
is connected with the "Chinese Wall" risk, being the risk of outfiow of a part of 
deposits a a result of the marketing link between the bank's name and thc name of 
the insurance company, and the resulting stronger depcndencc of bank's profit. on 
the factor influencing the situation in the in urance market. 

The bank being a depositery under piłlar m takes the risk irnilar to the 
depositery under piłlar II. The basie difference is th minimum required cquity 
capital, which in this ca cis 30 miłłion ECU (Dziennik U taw 1997, no. 139, po . 
934). 

On the contrary the bank organizing own bank' s investment fund and wishing 
to act aJso under piłlar m, take the ri k of activity inside the field which i 
unknown to it. This field requires different ways of eonduet and a pecific know
how. Here, al o the risk of "Chinese Wall" appears. 

The form of activity which i s more afe for a bank is th exten ion of the own 
offer by introducing so-called avings schemes. Here, the influence of long-term 
interest rates on future profit of the bank, the money rate risk, hould b 
considered. Difficult evaluation o f the s i ze o f this ri kand i ts influence on the future 
financial situation of the bank can lead to the eon truction o fan offer which i not 
attractive for cłients, though safe for the bank. In con.equcnce, the bank may be 
withdrawn from the retirement assurance activity and face the ri ·k that som 
depo its would flow out from it into the in uranc market. 

5. CONCLU JON 

Banks wishing to be active in the r.tiremem as urance market - based on the 
knowledge of competitive mechani ms in this market and ri k. faced there- hould 
create, as a part of an in-depth analysis of their activity, detailed plan of 
undertalcings aimed at minimizing all ri ks which might thwarth to achieving of 
the intended market position. 
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