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Preface

In the course of China’s economic transition, the pension insurance sys-
tem has undertaken a twenty-year reform, which leads to the establishment
of the urban pension insurance system nationwide. By the end of the year
2000, Liaoning Province, being an experimental province for the social secu-
rity reforms, adopted the partial funding system for the pension insurance—
the combination of social pooling and individual account. The experiment al-
most came to an end at the end of 2003, and in 2004, both Jilin Province and
Heilongjiang Province began to implement what Liaoning had achieved in the
experiments. From the achievements of Liaoning’s experimental reforms,
we can say for sure that the partial funding system is a rational option in ac-
cordance with China’s economic and social development and it can effectively
defend against the population aging risks. By the end of 2004, the individual
account in Liaoning Province has reached 13.8 billion yuan all together,
which is a persuasive piece of evidence to enhance the creditability of the sys-
tem. Despite the positive achievements in Liaoning’s experiments, there are
still a lot of problems deserving further study and research. Undoubtedly, it
will be of great practical significance for the further reforms in the pension
system if the causes of these problems and the solutions to them are found
by means of theoretical and empirical studies.

The basic frame of this book comes from the mode of Liaoning’s experi-
mental reforms in the pension system, and some critical problems that have
occurred in the reforms are systematically investigated. The book has two
main features: the novelty in theory and the clear and definite purpose in re-
search. In addition to the explanations on the trend of the worldwide social

security reforms and the leading theoretical issues, we, for the first time,



2 Preface

put forward the theory of "moderate development and gradient linkage",
which serves as the theoretical sequence of ideas throughout the book. We
have approached, ten critical issues for the pension reforms by both quanti-
tative analysis and empirical study so as to draw credible conclusions and
give some valuable policy suggestions,

The book consists of five chapters. Chapter one is the introduction of
the tendency of the pension system reform and the leading theoretical issues.
We have analyzed the background, frame and development trend of the glob-
al pension system reforms; we have studied such issues as the relations be-
tween the government and the market, the financial policy and the monetary
policy, the society and the individuals as well as the influences of the global
pension reforms on China and its development. Chapter two is the evaluation
on the experiment and its operations, including the background of the exper-
imental reforms, the system design, the feasibility of the experiment, the
predictions of the development and future. Chapter three is the analysis of
the economic effect on the individual welfare, the enterprise profits, the
government expenditure and the economic growth. Chapter four is the core
of the book, focusing on ten critical issues in the pension systemn reforms,
These issues are as follows: the pension-poolings at the provincial level, the
larger coverage, the pensions for those flexible employees and the linkage
between the rural and urban pension systems, the adjustment of the contri-
bution rate, the effective operation of the pension funds, the adjustment of
the beneficial ratio to the individual accounts, the adjustment system of the
pension substitution rate, the pension insurance and the delayed retirement,
the repayment of the implicit pension debt and the development of the pen-
sion system, We have analyzed the causes of these issues and put forth the
solutions to these issues and even the policy suggestions. These issues are
analyzed individually, but they all-together make up an organic system, with
interactions on each other. Chapter five, on the basis of the previous four
chapters, is the introduction of the theory of moderate development and gra-
dient linkage. It can be considered as the outline of the whole theory in the

book and the summary of the research achievements. The focus of this part
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is to prove the guidance function of this theory for the social security re-
forms, and consequently to put forward such policies and strategies as rai-
sing the pooling level, expanding the coverage and adjusting the ratios ac-
cordingly. Based on the actual facts of China’s pension insurance system re-
forms, this book adopts both the quantitative analysis and empirical study
into the issues and has an important reference value for the establishment

and the improvement of the social security system.
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