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Preface

From the economic point of view,it is required that enter-
prises turn into independent entity and compete fairly in market
when Chinese economy becomes market system. However there
were the different social security burden under the old social se-
curity system because the different business and enterprises had
different risks,requirement of safety for workers engaged in pro-
duction and structure of workers’' age. It made enterprises not
compete fairly. Workers were restricted by the enterprise securi-
ty and cash basis so that there was not any labor market. It lacks
the important content in socialist market system. On the other
hand, after China was built in 1949, population has growed
rapidly in 50's and 60's. And there facts will bring about a gap
between labor's quantity and refired population in 20's and 30's
of the 21th century. One labor will raise two retired people in 50
s of next century. As a result,if we continue old system rather

than improve the present social security system and cumulative
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funds, it will be very difficult for us to support security burden,
and it may also cause some other social problems. We must re-
form our social security system. It is necessary of Chinese e-
cononmic system reform. It is the long term’s benefit of social
development and stability as well.

The reform and improvement of social security system need
the direction of theory.

The history of social security shows that security is fund-
mentals of mankind civilization. The social security system has
developed and improved with the effection of welfare economics
in the 20th century. The term of social security was first occured
in 1935. America issued “The Social Security Act” in the same
year. After the World War I, social security and social welfare
have combined step by step. It is welfare symbol of some welfare
states, such as Sweden. Those states implement security in all
one's life rather than social security and relief. Everybody can
get security in these states. However, these states bear hearvy
burden, and there is a equalitaranism under high security. The
“black hole” of high security have made people to consider again
which direction the security and welfare will develop to.

The practice of social security happened early is history.
The research on social security has made a great progress by for-
mer. But the research on the policy and system of social security
is more than the research on its theory, I think. And there is not
a distinct theory system in the economic analysis on security.
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With the help of my advisor, professor Xi Kezheng, I try to
build the theory structure on economic analysis of social security

based on economics, welfare economics, public goods theory and

government’s three important economic functions resource
allocation, income distribution and economy stabilify. I expect to
promote the study on social security further.

My thesis consists of seven chapters.

Chapter 1 advances research on contest of social security
based on social security in our country and extend the research-
ing to the area of the world. Ialso study concept and characteris-
tics of social security and try to build a system of social security.

Charpter 2 researches readjusting effection of security distri-
bution on a series of factors. This charpter points out the func-
tion of income redistribution and the special position of fair dis-
tribution in social security system.

Charpter 3 continues to study the problems of redistribution
between social security and welfare. The study I have made on
welfare allocation of social security is based on welfare eco-
nomics. It should be fair for income distribution to everybody be-
cause of the social welfare allocated by government. However it
may make some states get into high welfare trap when just sub-
stitutes for efficiency. We must pay attention to the problem
when China reforms and improves social security system.

Charpter 4 discusses the effect of social security is saving,

investment and labor supply. I mainly analysis positive and pas-
3



sive factors on income effect and substitiution effect.

Charpter 5 inspects the effection of social security on
macroeconomic stability ——the equilibrium between supply and
demand, the equilibrium between saving and investment, the e-
quilibrium of capital formation and the equilibrium of business
cycles. It is testified that social security is an adjust instrument
when government try to control macroeconomy and maintain eco-
nomic stability. Social security such as progressive income tax,
and agriculture price guarantee, is one of three auto-stability in-
struments,

Charpter 6 chooses model of Chinese social security system
from the practice. I study that Chinese social security system
should change from the present system into the object model.
Cash basis is primary and cumulative funds are secondary. The
rate of cumulative funds will be progressively raised and the so-
cial security system will become a cumulative system. It is im-
portant for the combination between social plan and personal ac-
count. [ have discussed the deeds of state,enterprise and person
in social security.

Charpter 7 discusses and resolves the movement problem of
social security funds on management theory. It includes the prin-
ciple, way and choice of collection,the methods of saving man-
agement, maintaining and raising.

It is positive in this thesis that I study theory on economic

analysis and economic effect of social security. I also study the
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model of Chinese social security. I refer to enormous information
and some government policy. My advisor, professor Xi Kezheng
directs me to study social security and modifies outline when 1
began to study it. His direction makes my opinions full devel-
oped. .

1 want to express my sincere thanks to my ddvisor. I am al-
so grateful to professor Yang Junchang who offered helpful sug-

gestions for this thesis.

Cong Shuhai
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