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Abstract

Pension Reform in China: Proposal to Establish a
National Basic Social Pension System

Xuege Xing

The aim of this paper is to present a new option for reforming China’s pension system. First, the
problems of China’s current pension system are analyzed from the perspective of pension adequacy.
The results suggest that the current system might not be able to protect people from poverty. To solve
this problem, this paper proposes establishing a national basic social pension system and adjusting in-
dividual accounts accordingly. Next, the necessary pension contribution rates for the proposed system
are determined. To test the fiscal sustainability of this new pension system, expected revenues and ex-
penditures are simulated. This paper also estimates the pension replacement rate for individuals with
different income levels under the proposed system and compares it with the current system to evaluate
whether the proposed system could improve pension adequacy. Finally, problems to be considered in
future work are briefly discussed. The conclusions of this paper are that the proposed national basic
social pension system is feasible because it is financially sustainable in the long term, and it might

substantially improve pension adequacy, especially for individuals with low income.
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