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Abstract

Social security is extremely important to China’s social stability
and economic development. After more than 20 years of high — speed
growth, China encounters highlighted market imperfections and risks
the increasing income gap and the serious shortage of domestic
demand. Economic development and social stability are facing
tremendous pressures and difficulties. As an important means of
income redistribution and a key pillar of economy development, social
security plays a critical role in the effective regulation and control of
the distribution pattern of national income, social needs, and the
overall structure, through a variety of forms of income redistribution.
To a certain extent, social security can narrow income distribution gap
and promote fair distribution of income. Therefore, China’s social
security should exert its regulatory function of income distribution so as
to assure the fair social wealth re — distribution. And social security
should also assume responsibility for the regulation of income
distribution as China’s economy “internal stabilizer” .

Research on social security’s regulatory effects on income
distribution and the improvement of the social security income
distribution mechanism may give full play to social security income
distribution adjustment function, thereby effectively regulate income
distribution gap, reduce poverty, stimulate the expansion of domestic
demand and maintain social stability. It can also promote social equity
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and economic development and achieve social harmony.

Based on the previous study results of security system at home
and abroad, this dissertation makes a systematic research on the
direct and indirect economic effect of social security adjustment on
income distribution. This dissertation starts with the international
comparative analysis of social security, and then takes the typical
pattern of income distribution gap as an example, to reveal the
differences of the impact on income distribution gap between
developed and developing countries’ social security income distribution
mechanism and their system design. Closely integrated the Current
situation of social security’s regulatory effects on income distribution
gap and the relative empirical study, this book finally proposes to
strengthen social security and regulate income distribution in order to
achieve social justice and harmony.

This book is divided into three parts, a total of six chapters.

Part One: Chapter I - Introduction.

At first, this chapter expounds on the background, relevant
theories and practical significance of social security’s regulatory effects
on income distribution, and then defines a few basic concepts. As
follow, this chapter reviews the social security at home and abroad on
the issue of income distribution and outlines the content and progress
of the corresponding study. This book then briefly introduces the
research methods, ideas, basic framework, major contents and the
focus, difficulties, innovation and inadequate of the study.

Part Two: Chapter I, III, IV and V.

Chapter II: Theoretical foundation of social security’s regulatory
effects on income distribution.

The social security income distribution theory is the establishment
.2
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of a social security system and the development of theoretical
foundation, as well as the theoretical basis of social security’s
regulatory effects on the income distribution. This chapter researches
western state intervention, economic liberalism, the middle path of
the three schools and the theoretical development and evolution of
China’s social security income distribution. It also studies from
different angles the connotation of social security income distribution,
and the role of various theories on the formation and development of a
social security system. This chapter explains the system carding and
assessment of the social security income distribution theory and lays a
solid theoretical foundation for the follow — up study.

Chapter III; Social security’s regulatory mechanism of income
distribution and its economic effects.

This chapter analyzes the realization of the social security’s
regulatory mechanism of income distribution, and then uses economic
theories and models to study the social security system’s regulatory
effect of income distribution gap, and the resulting impact on
consumption, savings and economic growth. The part of “ The
income gap adjustment effect” , starting with researching the regulator
means, social security taxes ( charges), financial transfer payment
and social security system through the Lorenz Curve and the Gini
Coefficient analysis, studies the impact of the income gap; The part
of “ Consumption ” studies social security income effects and
substitution effects from the marginal propensity to consume and
consumption psychological expectations; The “savings” part mainly
researches savings and assets substitution effects of the payment old —
age social insurance funds, and does a comparative study on saving
effects of now-paying-close system and Accumulation fund system;
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The “economic growth” part studies, by theoretical analysis and the
establishment of a economic model, social security expenditure’s
impacts on economic growth. This chapter is the basis of the empirical
study of the follow — up chapters.

Chapter IV: The international comparison of social security’s
regulatory effects on income distribution.

This chapter chooses three different representatives of social
security model and takes typical developed and developing countries as
examples to do the research. It analyzes respectively the social
security system of “ welfare state”, “ Masonic society”,  forced
savings” and their expenditure levels, the level of the social security
expenditure, and the regulatory effects on income distribution gap.
Developed and developing countries have different policies and
measures of adjusting income distribution gap. Different social security
systems have different regulatory effects. The three different types of
social security system also have different regulatory income distribution
effects. This chapter analyzes and summarizes their common and
makes some valuable proposals.

Chapter V; The empirical research on the regulatory effects of
China’s social security in income distribution .

This chapter is the focus of the study sections and of practical
significance. According to the collected time — series and cross —
sectional data, this chapter studies the topics of China’s income
distribution gap, social security expenditure level and structure,
financial and social security expenditure structure and the social
security’ impact on income distribution gap. Previous studies show that
China’s social security system, based on the principle of “efficiency

priority” , has many flaws, not only restricts the income redistribution
-4 -
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function of social security, but also has a reverse regulation in income
distribution.

The limitations of social security’s distribution function have become
a hidden danger and an incentive of social contradictions. The social
security system, which should promote social equity, has become a
source of social injustice and is increasing income distribution gap.

This chapter summarizes the constraints of China’s social security
on income distribution and provides a foundation of a further study on
how to improve and perfect China’s social security system.

Part Three: Chapter VI — The Basic ideas and suggestions on
how to improve and perfect social security’s adjustment mechanism of
income distribution.

The ultimate goal of theoretical research and empirical test is to
solve the problem. According to the norms and empirical analysis of the
findings, this chapter firstly proposes the new ideas of how to improve
social security and suggests that we should be fair, efficient, humane,
step by step and make it as universal coverage. Then this chapter
makes proposals to improve the social security’s adjustment mechanism
of income distribution so as to establish a fair, all members of society
covered social security system. This kind of social security systelh, as
a good mechanism for social stability, may give full play to the
adjustment function of income distribution, redistribute the national
income fairly and achieve positive effects of regulation.

This book seeks to be innovative in the following areas:

First, this book analyses the social security’s regulatory effects
on income distribution gap in China, with the theoretical and research
methods.

Due to the absence of empirical research f)erspective, domestic
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scholars can not conclude and provide evidences of how to improve
social security’s regulatory effects of China’s income distribution gap.

According to a large number of time series and cross — sectional
data and the theory of how social security adjust income distribution,
using GE Index and other mathematical analysis as well as
econometric models, this book does an empirical analysis of the
complex relationships among total expenditure on social security ,
fiscal spending on social security in rural and urban areas, and the
income gap between rural and urban residents, so as to reveal the
reality of how the social security regulates the income gap. It is a
pioneering work in this field.

Second, this book studies the typical social security system’s
regulatory effects of income distribution gap between developed and
developing countries form the perspective of comparative and empirical
analysis.

Never following the traditional methods of international comparative
study but making use of empirical analysis, based on a large number of
informative data, this book does comparative study on the social
security’s regulatory effects of income distribution gap in developed and
developing countries, and the in — depth research on three typical social
security patterns: welfare — type, insurance — type and savings — type.
Combined with China’s reform direction, policies, measures and
evaluation standards, this book also summarizes the advantages and
disadvantages of different types of social security adjustment mechanisms,
and makes suggestions on how to maximize their regulatory effects on
income distribution.

Third, this book proposes to strengthen social security’s positive
regulatory effects on income distribution.
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Abstract

According to the results of theoretical analysis and empirical testing,
this book profoundly analyzes the factors which limits social security’s
positive regulatory effects on income distribution, and systematically
suggests how to reform and improve social security and its regulatory effects
of income distribution. In the face of the reality that the income distribution
gap is widening, such policy recommendations are quite realistic, more
focused, and of great feasibility and can contribute to social security’s
regulatory function of income distribution gap. To some extent, these
suggestions may also help to narrow the income gap, alleviate poverty,
improve people’s livelihood, stimulate consumption, expand domestic
demand, promote economic growth, maintain social justice and achieve

sustainable economic development and social harmony.

Key Words: Social security Income distribution gap Regulative
effects Equitable redistribution
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