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ABSTRACT

In 1997, State Commission for Restructuring the Economic Systems
P. R. C and John Hancock Mutual Life Insurance Company U. S. A
organized a group to study how to establish an effective managing and su-
pervisory system for Chinese social security funds. Through several
months’ hard working, this group released a major research report and ten
subsidiary reports. These reports represent a considerable research effort
and contain a wealth of information and statistics. It is without doubt an
important analysis of alternative policies for Chinese social security sys-
tem.

The major research report includes five parts: (1) the classitications
and characters of social security funds; (2) Analysis of Chinese existing
managing and supervisory system for social security funds; (3) how do
other countries cope with the crisis faced by public schemes and make
success in keeping and appreciating the funds’ value; (4) design of a
new management and supervision model for Chinese social security funds;
(5) transitional measures.

The first subsidiary report is about pension insurance funds. Firstly,
it analyses the reasons why China must shift from a pay — as — you — go
system to a partial provident funding system. Then it points out, because
there are no measures for existing pensioners or those close to retirement,
it is inevitable to form a fund gap during the transition. Around how to fill
up this gap, the report probes into the balancing, investing and managing

of social security funds. What the report seeks to convey is we shall man-
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age social pooling funds and individual account funds in different ways ac-
cording to their characters. Social pooling funds belong to public funds.
In the future, we shall progressively raise pooling level and exercise bud-
getary management. As to individual account funds, we shall free them
access to market with the development of capital market.

The second subsidiary report devotes significant atiention to medical
insurance reform trends. After analyzing two existing models of combining
social pooling with individual account, the report puts forward a new mod-
el.

With the deepening of reform, unemployment is becoming a sever
social and economic problem. In order to alleviate unemployment, the
third subsidiary report suggests (1) to widen the coverage; (2) changing
the direction of funds’ usage; (3) raising a fund to guard against- high
unemployment rate.

On the basis of analyzing status quo and existing problems of Chinese
work injury insurance, the forth — subsidiary report discusses the goal,
principles and contents of reform. It emphasizes the importance of chang-
ing from enterprise — level insurance to social insurance. Central to the
report are two suggestions. The first is different rates shall be made for
different industries. The second is an authorized committee shall judge the
degree of disability.

When it comes to the investment of supplementary insurance funds,
the fifth subsidiary report considers we shall make them access to the mar-
ket. It is an inexorable trend that private management will take place of
public management. The prerequisite is to establish a whole set of regula-
tion and law guarantee systems. ‘

What the sixth subsidiary report talks about is housing provident
fund. The major task at present is to control the risk of fund’ s devalu-



ation and loss.

The seventh subsidiary report claims to strengthen the Ministry of Fi-
nance’ s function of supervising social insurance funds. In recent period,
the main task is to make different supervisory policies according to differ-
ent situations.

In China, some people regard supplementary insurance as commer-
cial insurance while others regard it as social insurance. The result is that
no institution is really responsible for the supervision. The eighth subsid-
iary report launches an appeal to immediately adopt some measures to
change this situation.

Both the ninth and the tenth subsidiary report are introducing foreign
countries’ managing and supervisory sustems of social insurance funds.
These two reports also forecast the trends of the systems development of

social security systems.

Author
Sep. 1998
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