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Abstract

Nowadays, the coverage of old —age insurance system has extended urban and
rural areas in China. The task of making sure of the implement to each individual is in
the next step. The reform has a remarkable achievement, also faced a huge challenge.
With the policy adjustment space become smaller and smaller, the financial balance
risk increase sharply. Especial under the background of population aging, the issue of
system sustainability is particularly important.

Generally speaking, although China’s multi—pillar old—age insurance system has
been established, the system structure has been gradually finalized; the pension fund
revenues are over expenditures, there are still many problems to be further discussed,
such as; how to assess the long—term solvency of the pension system after full cover-
age; how to defined government financial responsibility in the field of old—age insur-
ance; whether there is a space for system structure optimization; whether the system
parameters are reasonable. The significance of this study is to discuss how to improve
the system structure, the reform path and the key technology in multi—pillar pension
system. Meanwhile, the research is respond to the potential payment pressure under
aging and how to solve the “security” problem better.

The sustainable development of the old age insurance can’t be defined as the long
—term fund balance simply. It is necessary to understand the natural link between the
concept of sustainable development and the nature of the old—age insurance. In this
paper, the essence of old —age insurance is defined as the transfer - relationship
between generations. Therefor, the intergenerational equity is a core proposition and
key element for pension system sustainable development; the fund revenue and ex-
penditure balance is only the material basis; the financial sustainability is only the

manifestation too.
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This paper takes the financial sustainability as the main line, makes a compre-
hensive analysis of the main factors ( such as system, population & related
parameters) that will affect the balance of fund payments in long—term; meanwhile,
the research explain a fact that because of the major defects of the system design, it is
difficult to solve the problem of pension insurance financial sustainability by the pa-
rameters reform under the background of full coverage and aging. As the result, the
best way is only to pay attention to the construction of the system itself, optimize the
system and take the structural reform. It is a possible way to make achievements in dis-
tribution justice and sustainable development of old—age insurance.

This paper consists of seven chapters :

The first chapter introduces the research background and significance, makes a
review of the existing literatures, and puts forward to the research framework and inno-
vation direction.

The second chapter analyzes the inner link among old—age insurance, the inter-
generational equity and the sustainable development; explain the sustainable develop-
ment of old—age insurance is to realize the intergenerational equity.

The issue of intergenerational equity of old—age insurance can be explained from
two aspects: one is system equity and justice; the other is financial sustainability of
the fund. It is ineffective and lack of basic value judgment to talk about the fund bal-
ance of payments if not consider the system. Only by combining the two together, the
financial sustainability evaluation system can be determined.

The third chapter inspects the evolution of the current system construction; assess
system coverage expansion and fund revenue and expenditure; rethink the major limi-
tations of system design; explain factors that make system unsustainable in finance.

The fourth chapter is to predict and study China’s aging trend. Consider
population aging is the biggest constraint on the sustainable development of old —age
insurance, the system coverage is further calculated on the basis of population predic-
tion in this chapter, the aging and financial sustainable are also linked based on the
point of dependency ratio.

The fifth chapter focuses on some main factors ( such as wage growth rate,
interest rate, retirement age, contribution rate, replacement rate and financial
subsidy) that effect on fund balance. And it is proved that only through parameter ad-

justment unable to solve the problem of financial sustainability.
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The sixth chapter discusses how to optimize the system design. It is necessary to
combine structural reform with parametric reform to achieve the goal of sustainable de-
velopment.

The seventh chapter is the main conclusions and policy recommendations.

The main conclusions are following:

(1) The key content of the system sustainable development is to deal with inter-
generational conflict.

(2) Population aging is a key constraint to the system sustainable development in
the present and the future.

(3) It is ineffective measures that make real individual accounts, on the contra-
ry, that will face the depreciation fund risk.

(4) System design should take the principle of actuarial balance; pension fund
balance is the material base to realize the intergenerational equity in long term.

(5) Expand system coverage is the inevitable choice for pursuit of intergenera-
tional equity, rather than to get the treatment target.

(6) Wage growth rate has not obvious effect on pension fund balance.

(7) It is obvious that the effect of payment rate and replacement rate on fund
balance.

(8) It is an inevitable trend to rise the legal retirement age and to reduce the
public pension replacement rate. However, consider the two factors refer to intergener-
ation fairness and justice, more cautious needed.

(9) Government must play a more active role in the system sustainable develop-
ment.

The main innovations are following ;

(1) Redefine the connotation and extension of the pension system sustainable de-
velopment.

(2) Assess China's pension system financial sustainability under the full cover-
age, improve the predict model and methods of the data analysis.

(3) Put forward to the new scheme of multi—pillar pension system optimization

and make a empirical test.

Keywords: Public Pension the Financial Sustainability;

System Optimization Population AgingFull Coverage
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