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Unfinished Pension System Reform in China

YU Yang”

Abstract

Since the establishment of the basic corporate employees’ pension insurance system, which was the
precursor of the current public pension system in 1997, China has also integrated the same pension scheme,
which was divided into both occupational and regional based pension, as in Japan. Since 2015, a Chinese
version of the universal pension system, which consists of a basic pension insurance system for employees
including corporate employees and civil servants and a basic pension insurance system for urban and rural
residents, has been established. Since the late 2010s, the pace of population aging accelerates in China, and by
2030, the number of elderly people aged 65 and above will increase significantly. With the rapid declining
birthrate and aging population, the pension burden is heavy on the working generation, and the sustainability
of the public pension system is greatly shaken. Under such circumstances, the debate on the reform of China’s
pension system which has been silent for some time will again become a topical issue. This article briefly
reviewed the establishment and overview of the current public pension system and analyzed the
characteristics of China’s public pension system and its achievements in the previous reform. In addition, this
paper also pointed out that multifaceted reform which including the raise of the retirement age and
strengthening the collection system of insurance premium is required from the perspective of future pension
reforms due to the factors such as changes in demographic structure and economic growth.

Keywords : Pension Reforms, Pay-as-you-go Pension System, Fully Funded Pension System, Pension Gap,
Raising the Retirment Age
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