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Executive summary

The Chinese welfare state is at a crossroads transforming from highly fragmented
social programs and arrangements to a more comprehensive welfare state.

Pension reforms are an important part of the move towards wider and better so-
cial protection in China

New insurance schemes have been introduced for previously uncovered parts of
the population, and a fragmented system with four different schemes for differ-
ent groups is being merged into two.

There are now two major pension schemes in China: the Unified Pension System
for Enterprise Employees, and the Unified Urban-Rural Resident Basic Pension
System.

Main challenges are: Is the system headed for fiscal disaster? And can it provide
sufficient social protection?

Scandinavian style universalism is not in sight. There is, however, a basic element
at very low level for those who are covered by the state pension programs and
have paid contributions.

New data from a recent Fafo survey shows that coverage has increased from 26
percent in 2004 to 52 percent in 2014. For rural residents coverage increased
from 8 percent in 2004 to 47 percent in 2014

Yet, considerable inequalities remain and pension coverage for rural people and
migrants is shallow.

Rural people and migrants are less satisfied with government performance with
regard to elderly care, compared with urban residents

Support for the idea that government should take responsibility for providing for
the elderly in China is strong and has increased over the past decade.

China needs to raise retirement ages, increase government revenues, and will
probably have to somewhat increase benefit levels of the basic pension schemes.



Introduction'

China’s pensions system is facing immense challenges. Rapid ageing, changing family
structures, urbanization and the inevitable slow-down in economic development makes
pension reforms an urgent and daunting task for the Chinese government. The entire
Chinese welfare state is at a crossroads transforming from highly fragmented social pro-
grams and arrangements to a more comprehensive welfare state. The government has
aimed at building and restructuring welfare programs including old-age pensions and the
healthcare system.

This Fatfo report provides an overview of China’s pension system and its reforms, and it
provides fresh data on how Chinese citizens view issues related to old-age security. >
This report is based on existing literature and public documents. We also present new
results from a recent Fafo survey on popular perceptions of welfare and inequality in
China. Sections of the brief have previously been presented by one of the authors in a
conference paper (Dalen, Flotten and Hippe 2015).

The following section provides broad background information on China’s development
towards establishing a basic welfare system. We then move to China’s pensions system,
describing in more detail the reforms of the system and providing an update of its key
features as of 2015. In order to provide context and relevance for a Norwegian audience,
we compare China’s experience with Scandinavian pensions systems and reforms. Fur-
thermore we present new data on Chinese people’s experiences with and views on old-
age security and pensions, based on a national survey conducted in 2014. Finally we
draw conclusions about the main challenges facing China’s pensions system.

Towards a Chinese welfare system

Mao era social welfare arrangements have been labelled a ‘mini welfare state’ (Ringen
and Ngok, 2013). Most social benefits were delivered by urban workplace units (“Dan-
weis”) and social benefits and services were related to lifelong employment. A sharp
urban-rural divide was inherent in the system. Those outside the danwei based welfare
arrangements — including most rural residents, who made up the majority of the popula-
tion - were covered only by some limited social relief programs, administered and fi-
nanced by local authorities.

1 We thank Jon Pedersen for useful comments and quality assurance.

2 Another reform push of major importance is going on within the healthcare sector. Recent develop-
ments in China’s healthcare reforms have been covered in a 2014 Fafo brief commissioned by the Em-
bassy (Flato 2014).



This welfare system collapsed after the culture revolution as China headed for a market
economy. But the road towards a socialist market economy was taken on without a cor-
responding development of modern welfare and social policy systems. As far back as
1992, reform and opening up-policy in China was guided by the formula xiaolu youxian,
jiangu gongping (efficiency comes first, with proper attention to equity). This principle
was advanced in the context of the watershed doctrinal shift to a “socialist market
economy” during Deng Xiaoping’s tour of the southern regions. After the reform and
opening up-period, many saw real improvements in their living conditions. However,
inequality of opportunity and access to public goods (as education, health care, long
term care, employment and social benefits) was widespread, and discontent was on the
rise within large groups in society.> The rural-urban welfare divide persisted; in addition
came increasingly large income-based inequalities.

After the turn of the century the emerging discussion on social conditions coupled with
an increased understanding of the growing social divide, prompted a need to counter a
market economy with welfare state programs. A more extensive social policy was
deemed necessary to increase general welfare and to uphold social stability. These prob-
lems were recognized in the ‘Central Committee resolution on major issues regarding
the building of a harmonious society’, passed in the Sixth Plenary Session of the Six-
teenth Central Committee of the CCP. Included in the efforts to reach a “harmonious
society” was coordinated development, social equity and justice, cultural harmony and
the ideological and ethical foundations of social harmony, and the need to improve pub-
lic administration to build a vigorous and orderly society.” In the 11th five year-plan
(2006-2011) it is stated that “greater attention should be paid to social justice” and social
justice is particularly underlined in article 39, on “raising the people’s standard of liv-
ing”.> The new focus on equity and social justice was a characteristic of the Hu and Wen
administration. Hu Jintao even released a new update of Deng’s slogan from 1992
namely — gengjia zhuzhong gongping (pay even more attention to equity).® This slogan
sat the stage for substantial reforms of the Chinese welfare system focusing integration,
basic rights and universality.

3 Chen Guidi and Wu Chuntao book «Will the Boat sink the water — a survey of rural farmers» was pub-
lished in 2004 and led to an increased debate on inequality between urban and rural citizens

4 “China publishes Resolution on Building of Harmonious Society,” available at Xinhua

http://news.xinhuanet.com/english/2006-10/18/content 5219143.htm published 18th October 2006
(accessed 15th of May 2015)

b3

5 “China publishes Resolution on Building of Harmonious Society,” available at Xinhua

http://news.xinhuanet.com/english/2006-10/18/content 5219143.htm published 18th October 2006
(accessed 15th of May 2015)

¢ Hu Jintao stamped this new formulation with his personal authority at the fifth Plenary meeting of the
Sixteenth Central Committee held between 8% and 11t October 2005.


http://news.xinhuanet.com/english/2006-10/18/content_5219143.htm
http://news.xinhuanet.com/english/2006-10/18/content_5219143.htm

Reforming China’s pensions system

During the period of planned economy the Chinese state carried the entire cost of the
urban pension system. No pension system existed in the rural areas and the rural popu-
lation was only covered by very limited local welfare systems. This dual system was abol-
ished during reform and opening up, and after 1993 a fragmented multilevel social secu-
rity system was implemented, often with local experiments over different pension
schemes (Hong & Kongshgj 2013). The need for further development and strengthen-
ing of the pension system in China was evident.

Rooted in the State Council document No. 26, Establishment of a Unified Pension System for
Enterprise Employees, China established a contributory pension system for urban enter-
prise employees in 1997. Both employees and employers are required to make contribu-
tions to the pension system. Workers contribute based on their individual wage, at a rate
of up to eight percent, while employers contribute a percentage of the total wages paid
to their workforce, usually around 20 percent. The pensions system for enterprise em-
ployees can be considered to be the corner stone of the Chinese pension system. Mem-
bership in the system is mandatory for contracted workers.”

In addition to the urban workers basic pension, a pension system for public service
workers existed up until 2015%, differing in contributions and replacement rates. The
old-age pension system for civil servants was set up as early as 1952. Pensions were en-
tirely financed by the state and the replacement rate was high. In February 2008, the
State Council executive meeting passed the Pilot Plan for the Pension System Reform for
Workers of Public Service Units, and implemented pilot projects to incorporate these em-
ployees in an integrated pension system. As of January 2015 the government decided to
abolish the system where government employees has received far better pension bene-
fits that other workers and move to equalize the systems, where public sector employees
also have to contribute to their own pensions.

At the 17% national congress of the communist party in October 2007, then president
Hu Jintao set out a goal to make the pension program national in scope — reaching full
coverage by the year 2020. Such broad pension coverage was to be achieved through
including new groups in the workers basic pension and by introducing two new pilot
pension schemes, namely, the “New Rural Social Pension Scheme” (2009) and the “Ur-
ban Social Pension Scheme” (2011). Both schemes are voluntary and have basic similar-
ities; they are mainly financed through individual contributions and government subsi-

7'The scheme may have a resemblance to the Bismarckian statutory earnings related pensions systems in
Europe designed for wage carners.

8 The government and public service employees generous pension system was abolished as of February
2015



dies, the monthly contribution to individual accounts is up to the individual,® and the
more the individual contributes the more the government will contribute. According to
the decisions of the third plenary session of the 18%" CPC Central committee, the state
council passed the opinions of the state council on establishing the “Unified Urban-
Rural Resident Basic Pension System” in February 2014, integrating the two systems to
one combined basic pension scheme for both urban and rural citizens.

China’s current pensions system

Over the course of reforms new pensions schemes covering previously un-insured pop-
ulation groups have been introduced. This year the schemes are merged into two major
programmes; one covering workers in the formal sector and one covering persons with-
out formal employment. As of late 2015, the Chinese pensions system mainly consists
of two different schemes: 1) the Unified Pension System for Enterprise Employees, and 2) the
Unified Urban-Rural Resident Basic Pension System. Table 1 summarizes key features of the
public pensions schemes.

The Unified Pension System for Enterprise Employees is a two tire pillar consisting of a (pay-
as-you-go) social pooling element and individual accounts. Companies contribute 20
percent of their total wage bill to the social pool, while workers contribute 8 percent of
their wage that goes into their individual accounts (which can be said to be a notional
defined contribution scheme). To receive a pension, members have had to contribute
for at least 15 years when they reach retirement, and the replacement rate is supposed to
be 40-50 percent combining the defined benefit element and the individual defined con-
tribution element. The eligibility criteria is 15 years of contribution to the schemes, but a
transitional agreement was reached in 2012 that members who have reached 60 will not
have to pay any contributions, but still receive basic pensions. Members between 45 and
59 will receive basic pensions when they turn 60 if they pay up the balance of their 15
years’ worth of contributions, securing all members the ability to obtain basic pensions
from 60 years. Individual defined contribution-accounts in the Chinese system are sub-
ject to recalculation at pension age, based on life-expectancy the same way as found in
the Scandinavian schemes.

Under the Old-Age pensions system for civil servants, which was abolished in 2015,
employees in government intuitions (including hospitals, schools and institutes) have
enjoyed a replacement rate of 80-90 percent of their salary. This system has not been
based on contributions, but it could be considered an occupational system for state em-
ployees. The system is on its way to be reformed and government employees are now

® Members in urban areas can chose any of 10 levels of contributions per year (100-1000 RMB) members
in urban areas can chose any 5 levels of contributions per year (100-500 RMB). As in many other case in
china, this may also be subject to local conditions and the levels may vary somewhat.



supposed to be part of the statutory system for other wage earners. However, a new
system of 4 percent employee contribution and 8 percent employer contribution is to
top up the statutory scheme. This could be seen as a new occupational system for gov-
ernment workers.

With the Unified Urban-Rural Resident Basic Pension System, the pension system moves to-
wards a universal basic pension. The basic system provides pensions for those who do
not have formal jobs in urban areas. It is based on the new rural social pension scheme from
2009 (for rural residents above age 16 who are not students and are not enrolled in an-
other pension plan) and the new urban social pension scheme introduced in 2011 (for urban
people without jobs). Anyone meeting the age requirements can contribute regardless of
earnings. They are mainly financed through individual contributions and government
subsidies, the monthly contribution to individual accounts is up to the individual,"® and
the more the individual contributes the more the government will contribute. Coverage
is now much wider in terms of the population covered. But basic benefits are rather
low, at only 55 yuan per month in addition to savings in individual accounts.

The Chinese system has no regular universal flat rate pension system. A significant
number is outside the social security system altogether and will be dependent on social

assistance (MLSS) or support within the household during old age.

Table 1: China's major pension schemes 2015

Name Based on Target group Financing Benefits
Unified Pen- 1997: Unified Pension | Mandatory membership Pay-as-you-go (employer 40-50 percent
sion System System for Enterprise | for employees with labor contributes 20% of total of salary
for Enterprise | Employees (UPSEE) contracts (incl migrant salary) + individual ac-
Employees workers). Voluntary counts (workers contribute
membership for self- 8 percent of salary).
employed.
1952: Old-Age Pen- Government employees As above + top-up 4 per- 80-90 percent
sion System for Civil (incl teachers, cadres etc.) | cent employee contribution | of salary (set to
Servants and 8 percent employer decrease)
contribution.
Unified Ur- 2009: New rural Voluntary membership Individual contributions and | 55 RMB per
ban-Rural social pension system | All rural residents government subsidies month + sav-
Resident Basic ings in individu-
Pension 2011: New urban Urban residents outside al accounts.
System social pension system | formal labor market

10 Members in urban areas can chose any of 10 levels of contributions per year (100-1000 RMB) mem-
bers in urban areas can chose any 5 levels of contributions per year (100-500 RMB). As in many other
case in china, this may also be subject to local conditions and the levels may vary somewhat.
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Prospects and challenges

Despite reforms, China’s pensions system is still facing a number of threats to its sus-
tainability, including demographic, social, political and economic challenges.11 The fu-
ture prospects of China’s newly reformed pension system hinges on two main ques-
tions: Is the system headed for fiscal disaster? And can it provide sufficient protection
for old people in China?

The debate on fiscal challenges is related to ageing as well as to the schemes’ financing
models. First, ageing is an inevitable upcoming challenge for China’s old-age security
system. China’s one-child policy led to a rapid fall in birth rates, which coupled with
increasing life expectancy has led to an acceleration in ageing. The UN estimates that
the percentage of the population aged 65 years or more will increase from around 10
percent today to around 28 percent in 2050. The sudden fall from having a relatively
high fertility towards one of the world’s lowest means that China will see an immense
imbalance in the number of old people compared with the working-age population. By
2050 it is projected that the ratio of plus 65-year-olds to the working-age population will
be as high as 55, meaning that there will be less than two people of working age for
supporting each elderly person. Figure 2 shows China’s current and projected ageing
and old-age dependency ratio.

Figure 1: Ageing and old-age dependency in China, 2000-2050
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% 253 = Percentage of total
50 population aged 65+

(per 100 total
population)

27,6

= Ol|d-age dependency
ratio (ratio of
population aged 65+
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0 . . . . . . . . . . ) 25-64)
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Source: United Nations Population Division, World Population Prospects 2015, UN, New York, 2015

11 For a brief overview of the challenges and opportunities in China’s pensions system, see (Cai and
Cheng 2014).

11



A wide range of experts and policymakers worry that China will “get old before it gets
rich” — in other words, that China will not have the financial capability to care for all its
old people. It has been thoroughly documented that the funds that are going in the pen-
sions system is less than the sums being paid out in pensions. Unless something is done,
the funding gap will swell towards fiscal disaster for the pensions system. “Empty ac-
counts” is a widespread problem, whereby local governments spend money from indi-
vidual pension savings account to pay current pensions, leaving nothing for the workers
who are putting money into the savings accounts when they retire. However, it is possi-
ble to address these challenges.

In order to ensure that the pensions system is economically sustainable, China can im-
prove the efficiency of the pensions system and the productivity of the labor force.
There is considerable room for doing so in China, as efficiency and productivity is cur-
rently relatively low. Moreover, the government can increase its revenues, for example
by raising taxes. Recent calculations by Wang, Beland and Zhang show that the Chinese
state will be able to bear the fiscal burden created by pensions until 2020, and that a
fiscal burden can be avoided between 2021 and 2050 if fiscal revenue increases by at
least 6,18% a year on average during that period (Wang, Béland, and Zhang 2014).

In any case, the prospect of having a swelling proportion of retirees in the population
makes it a necessity to delay retirement for Chinese workers. China’s statutory retire-
ment age is relatively low—=060 for men and 50 or 55 for women—and has not changed
since the 1950s. Changing the retirement age has been on the reform table for years, but
the issue is highly contentious. In March 2015 Beijing set a timeline for retirement age
reforms. China’s minister in charge of human resources and social security, Yin Weimin,
announced that detailed plans for China’s statutory retirement age would be unveiled in
2017. Measures would take five more years to take effect. In an effort to mitigate public
unease about raising the retirement age, increases would be implemented in “small,
gradual steps” of a few months per year (Wong, 2015).

Another challenge is posed by the demand side of the system. Demands for more equal-
ity and more generous benefits may be expected especially with regard to the basic pen-
sion scheme. There is a wide gap between the pension schemes for urban workers, on
the one hand, and the basic scheme for rural residents and urbanites outside the formal
labor market, on the other. Contributions to the urban workers’ scheme are much high-
er, hence the benefits paid out are much more generous. In 2012 the average monthly
benefits of retirees in the urban employees’ pension scheme was RMB 1721, whereas
for the rural basic pension scheme average payments were only RMB 74 per month.
Moreover, the schemes vary considerably between regions. Local governments are re-
sponsible for implementing the schemes, and both contributions and benefits may
therefore vary widely.

For the rural and urban basic pension schemes, benefits are much lower than the pov-
erty line, which in 2013 was at RMB 243 in urban areas and RMB 107 in rural areas on

12



average (Chen and Turner 2015). The China Health and Retirement Longtitudinal Study
(CHARLS) conducted by Beijing University in 2011-2012 found that 22,9 percent of
individuals above age 60 had consumption below the poverty line, compared with 15,1
percent among those between age 45 and 59. The consumption poverty rate was much
higher for elderly with a rural hukou (28,9 percent) than for those with urban hukou (9,5
percent) (CHARLS Research Team 2013).

Large inequalities and insufficient benefits may cause political pressure for increasing
out-payment. Yet, demand for pensions is based on relatively modest expectations in
China. This makes increased demand in pensions a less daunting challenge than what is
the case for the healthcare sector, which sees limitless demand for expensive treatment.

Chinese and Scandinavian pensions compared

In China, as in other countries, social policy reforms are driven by increased globaliza-
tion, technological and digital change, urbanization, social fragmentation, increased ine-
quality and growing proportions of older people in the population. Against this back-
drop most countries are currently reforming their welfare policies. China is, however, in
an especially interesting position. When building a comprehensive welfare state, more or
less from “scratch”, the country enjoys a unique opportunity to learn from other coun-
tries and to copy elements from different welfare regimes.

In designing a socially just welfare system with a higher degree of universalism than be-
fore, the Chinese leadership has looked, among others, to Scandinavia to study welfare
state reform (Kongshoj 2015:85)."? In this situation it is interesting to study similarities
and differences in actual welfare policies and current reforms between China and the
Scandinavian countries.

The Chinese pension path is of course very different from the Scandinavian, not only by
having a shorter history, but also through having produced a different institutional de-
sign. It is however striking that the countries have seen common timing and political
emphasis of pension reform is however striking. The past two or three decades the
Scandinavian countries have conducted extensive pension reforms (Goul Andersen &

12 As an illustration, the report ‘Constructing a Social Welfare System for All in China’ by the Develop-
ment Research Centre of the Chinese State Council, an official think-tank reporting directly to the Chi-
nese State Council, can be mentioned. The report repeatedly highlights specific Nordic policies as it lays
out a vision for a more inclusive Chinese welfare system (Liu & Kongshej 2014). Another illustration is
that researchers from the Central Communist Party School in Beijingl2 have cooperated with the Fafo
Research Foundation on studies of Norweglan welfare schemes. Several scholars from the Party School
have also been guest researchers in Norway to gain insight in the structure and functioning of the Nor-
wegian welfare model.

13



Hatland 2015:264). In an international perspective one could compare the current Chi-
nese system to the Scandinavian along five dimensions.

First, one must recognize that there is no regular flat rate universal pension for all citi-
zens in China, and a Scandinavian styled universalism is not in sight. Although China’s
system is becoming more universal with regard to how many people it covers, it is far
from universal in the sense of providing equal benefits that provide genuine social pro-
tection in old age. There is, however, a basic element at very low level for those who are
covered by the state pension programs and have paid contributions. In other words
there is a redistributive element in the earn-

ings related system and there is not a direct Figure 2: Dependency ratios compared
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pension age will increase the coming years.
Still, ageing poses a more sudden challenge in China. China’s one-child policy is a fun-
damental difference, leading China to move very rapidly from a relatively high fertility
rate towards one that is lower than in the Scandinavian counttries.

Another difference between the countries is that the potential for using other measures
to handle the demographic challenge, in addition to raising the retirement age, is higher
in China. There is still considerable potential for increasing efficiency, productivity and
tax revenues in China.

Third, a broader coverage of statutory earnings related pensions are on its way in China
and these are partly based on individual defined contribution accounts. The new Unified
Pension System for Enterprise Employees does have strong resemblance to a Scandina-
vian pension design, with state statutory earnings related programs offering typically 50
percent compensation rates after 40 years of membership and contributions.

Fourth, occupational pensions financed and funded in the labor market play a more
important role in Scandinavian and Europe as state systems are reformed. It is interest-
ing to note that the former generous system for public employees is rolled back in Chi-
na. This system could be seen as a version of the high quality occupational systems for
public employees found in Scandinavia and Europe. The fact that government work

14



units will “top up” the public pension arrangement resembles Scandinavian solutions
where it is common for both public and private employers to offer additional pensions
schemes on top of the public one. There is little information about occupational pro-
grams for private sector wage earners in China, probably because of already high em-
ployer social security contributions and the lack of independent social partners and sys-
tems of collective bargaining.

Fifth, as a result of the Scandinavian pension reforms, economic risk has been shifted
from the state and the employers to the individuals. In China, the introduction of a pen-
sion system implies /ess risk for the individuals. Those who previously were outside the
pension system do now have pension rights. At the same time, some government and
state employees have experienced lowered pension rights.

From comparing the Chinese system with the Nordic pension models it is clear that
despite striking similarities, it is not a viable option for China to simply take over Scan-
dinavian solutions to pension challenges. The situation with regard to institutions, de-
mography and labor marked is vastly different. Therefore the challenges that must be
overcome, as well as the measures which can be used to deal with them, are markedly
different in China and Scandinavia.

People’s views on pensions

How do Chinese people experience and view the country’s pensions system? A survey
conducted in 2014 provides new data on popular views about old-age social protection
in China. The survey was conducted in the latter half of 2014, as cooperation between
The Fafo Research Institute in Oslo, Research Center of Contemporary China at Peking
University and Harvard University. 2565 respondents answered a nationwide survey on
attitudes towards welfare, distributive justice and fairness. Two previous rounds of the
survey have been conducted in China in 2004 and in 2009. Results from these surveys
have been published extensively (Whyte 2010, Han & Whyte 2008, Han & Whyte 2009).

Wide coverage

The surveys show that pension coverage in China has indeed widened considerably over
the past decade. By 2014 52 percent of the population reported that they were covered
by social old-age pension insurance, compared with only 26,3 percent in 2004. Rural
residents have seen a dramatic increase in coverage, from 8,4 percent in 2004 to 46,6
percent in 2014. Results are summarized in Table 2.
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Table 2: Social old-age pension coverage by residency (2014, 2009, 2004)

2014 2009 2004
Rural 46,6 % 13,5% 8.,4%
Migrant 31.5% 16,1% 6,2%
Urban 62,6 % 60,9% 54,8%
Total 52,0 % 30,0% 26,3%
N 2293 2849 3131

Unequal protection

Although coverage is by now very wide, large inequalities remain with regard to the
benefits provided by the different pension schemes. Residency based inequalities in old-
age security is strongly reflected in a question on who people think they can rely on
when they get old. Urban people rely heavily on the government’s social security ar-
rangements (36 percent), whereas only 27 percent of rural residents and 22 percent of
migrants say they will mainly rely on social security. Among rural people it is still most
common to rely on children or other family members to provide for them in old age: 36
percent of rural farmers and 30 percent of migrants said they mainly rely on family,

compared with only 18 percent for urban residents.

Figure 3: Who do you feel that you can rely on when you get old? (2014)
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Inequalities in pension coverage are also evident from a question on how easy people
think it is to obtain pensions. Among urban residents, 37 percent said it was difficult or
impossible to obtain pensions. For rural residents 52 percent said obtaining pensions is
difficult or impossible. Migrants are the worst-off group: As many as 57 percent said it
was difficult or impossible for them to obtain insurance in 2014.

Figure 4: How easy is it for you to obtain pensions? (2014)

Urban
Easy
| Difficult
1 B Impossible
0% 20 % 40 % 60 % 80 % 100 %

It is preliminary to analyze the effect of reforms on pension payments, since reforms are
recent and most enrollees have still not retired. But our survey does provide some in-
formation about how much people worry about how their life will be in old age (Figure
0). The percentage of people who are very worried had been reduced only slightly dur-
ing the past five years, from 16 percent in 2009 to 13 percent in 2014. Rural residents
worry more than urbanites, which is not surprising given their more shallow pensions
and health insurance coverage. However, the difference between rural and urban resi-
dents has been reduced over the past 5 years. In 2009, 20 percent of rural residents said
they were very worried about their life when they get old, but in 2014 the number had
been reduced to 15 percent. Among urbanites around 10 percent said they were very
worried both years.
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Figure 5: Percent who are "very worried" about life in old age, by population group (2009 and 2014)

25

20

15

m 2009

10 - m 2014

Rural Migrant Urban Total

Opinions on old-age policy

There is considerable and increasing support for the idea that government should take
responsibility for providing for the elderly in China. Figure 7 shows that 54 percent of
the population said government should be fully or mainly responsible for taking care of
the elderly in China in 2014. Only 6 percent believe this should be an individual respon-
sibility, whereas 40 percent think the government and individuals should equally share
the responsibility. Ten years earlier only 37 percent said the elderly care should fully or
mainly be the government’s responsibility, whereas 26 percent said elderly care should
mainly or fully be an individual responsibility.
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Figure 6: How much responsibility should government and individuals take for elderly care? (2014, 2009,
2004)
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We also asked people to evaluate the government’s performance with regard to taking
care of the elderly. Here, results have changed little of the time, but we find interesting
differences between populations (Figure 8). Rural people are more critical about the
government’s performance than urban people, and migrants are the most critical. In
2014, altogether about 24 percent said the government’s performance on this issue is
poor (replied “not too good - bu tai hao - or “very bad” — hen cha), whereas 34 percent
said the performance is “very good” or “pretty good”, and the rest are neutral.

Figure 7: Your evaluation on the Government's performance: Care for the elderly (2014)
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Our survey shows little public support for raising the retirement limits. A majority think
the retirement age should not change at all, and the percent who think retirement ages
should be even lower than they are today is significantly higher than the percentage who
think people should work longer before retiring. Rural people and migrants are more
sceptical about heightening the retirement age. Figure 9 and Figure 10 show how people
feel about changing the male and female retirement age, respectively.

Figure 8: Do you think the male retirement age should be changed? (2014)
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Figure 9: Do you think the female retirement age should be changed? (2014)
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Conclusions

China’s pensions system is becoming wider and more comprehensive. New insurance
schemes have been introduced for previously uncovered parts of the population, and a
fragmented system with four different schemes for different groups is being merged
into two.

New survey data show a considerable increase in the proportion of the population cov-
ered by public pension insurance, particularly among rural residents. By 2014 52 percent
of the population had social old-age pensions insurance. People worry less about their
life in old age. A majority of Chinese people support the idea that government should
take responsibility for old-age security, and support for this idea has become increasing-
ly widespread over the past decade.

Yet, China is still very far from having a Scandinavian-style universal welfare system
with high equality and generous benefits. Inequalities remain between rural residents,
migrants and urban residents with regard to the level of pension they can obtain. A cen-
tral feature of China’s current pensions system is that it is very wide in scope, but very
unequal with regard to the benefits provided, with the new pension schemes offering
only minimal benefits. This may be reflected in the fact that the new survey shows that
rural people and migrants are considerably less satisfied with the government’s perfor-
mance with regard to old-age care, compared with urban residents.

China’s retirement age will increase gradually over the following decade, as has already
happened in many other countries. Our data confirm that the prospect of heightened
retirement age is very unpopular in China, posing a challenge to the efforts to do so. In
Scandinavia retirement limits were higher to begin with, making the issue more difficult
to deal with in China. However use of incentives that allow people to obtain higher pen-
sions by working longer may be of interest also to the Chinese government.

On the positive side China has other tools at hand than the Scandinavian countries
when it comes to increasing productivity, efficiency and tax revenues. Such measures
have all to a larger extent already been exhausted in the Scandinavian settings.

Pension and health system reforms in China have followed a similar path, aiming at
wide coverage first but with minimal benefits, which are to be increased gradually. This
strategy is a novel one, as most developed countries have started off with deep coverage
for limited segments of the population (usually dependent on work) which has gradually
been widened to include new population groups. An important research field for the
future will be to study how being enrolled in the schemes affect people’s expectations
towards the government and their perceptions about welfare norms and entitlements.

21



References

Yong Cai and Yuan Cheng (2014), “Pension Reform in China: Challenges and Oppor-
tunties.” Journal of Economic Surveys 28 (4): 636-51.

CHARLS Research Team (2013), “Challenges of Population Aging in China.” Beijing:
National School of Development, Peking University.
http://charls.ccer.edu.cn/uploads/document/public documents/application/C

hallenges-of-Population-Aging-in-China-final0916.pdf.

Tianhong Chen and John A. Turner (2015), “Fragmentation in Social Security Old-Age
Benefit Provision in China.” Journal of Aging & Social Policy, no. ahead-of-print: 1-16.

Kristin Dalen, Tone Flotten and Jon M. Hippe (2015), “Restructuring welfare in China
— Scand navian and Chinese pension and poverty policies compared”, conference paper
presented at the 2015 FISS Conference, Hong Kong, June 7th-9t

Hedda Flate (2014), “China’s Healthcare Reform: New leadership, new opportunities?”,
Fafo-notat 2014

Jorgen Goul Andersen and Aksel Hatland (2014), “Meeting the demographic challenges
- Ageing and pension systems in the Nordic countries, in a European perspective”. in
Kettunen, P., Kuhnle, . & Ren, Y. (eds.), Reshaping welfare institutions in China and
the Notrdic countries. 257-288. NordWel Studies in Historical Welfare State Research,
Vol. 7.

Chunping Han and Martin Whyte (2009), “The Social Contours of distributive injustice
feelings in contemporary China”. In Davis, DS and Wang, I (eds). Creating Wealth and
Poverty in Post-Socialist China. Stanford University Press: Palo Alto, CA. pp193-212

Kristian Kongshej (2015), “Moderate universalism’ in China and the Nordic countries:
Reviewing the major challenges in unemployment protection”. NJSR — Nordic Journal
of Social Research, Vol. 6, 2015

Hong Liu and Kristian Kongshej (2014), “Chinas welfare reform: an ambiguous road
towards a social protection floor”. Global Social Policy, 14(3), 352-368.
doi:10.1177/1468018113513914

Stein Ringen and Kinglun Ngok, (2013). What kind of a welfare state is emerging in
China? Working paper 2013-2,United Nations Research Institute for Social Develop-
ment.

Wang Feng, “Boundaries of Inequality: Perceptions of Distributive Justice among Ur-
banities, Migrants, and Peasants,” October 16, 2007,
http://escholarship.org/uc/item/1v62q8pwHpage-8.

Lijian Wang, Daniel Béland, and Sifeng Zhang (2014), “Pension Financing in China: Is
There a Looming Crisis?”” China Economic Review 30: 143—54.

22


http://charls.ccer.edu.cn/uploads/document/public_documents/application/Challenge
http://charls.ccer.edu.cn/uploads/document/public_documents/application/Challenge
http://vbn.aau.dk/da/publications/meeting-the-demographic-challenges-ageing-and-pension-systems-in-the-nordic-countries-in-a-european-perspective%28a591f7ca-0391-49fb-8ba6-fdd269bbec5d%29.html

Martin King Whyte (2014), “Soaring Income Gaps: China in Comparative Perspective,”
Daedalus 143, no. 2 (March 25, 2014): 39-52, doi:10.1162/DAED_a_0027 1

Martin King Whyte (2010), One Country, Two Societies: Rural-Urban Inequality in
Contemporary China, vol. 16 (Harvard Univ Pr)

Martin King Whyte (2010), Myth of the Social Volcano: Perceptions of Inequality and
Distributive Injustice in Contemporary China (Stanford University Press)

Martin King Whyte (forthcoming), “China’s Dormant and Active Social Volcanoes,”
The China Journal, Forthcoming

Martin Whyte and Chunping Han (2008), “Popular Attitudes toward Distributive Injus-
tice: Beijing and Warsaw Compared,” Journal of Chinese Political Science 13, no. 1
(2008): 29-51, doi:10.1007/s11366-008-9016-8.

Chun Han Wong (2015), “China Sets Timeline for First Change to Retirement Age
Since 1950s”, Wall Street Journal, accessed September 18, 2015,
about:readerrurl=http%3A%2F%2Fblogs.wsj.com%Z2Fchinarealtime%2F2015%2F03%
2F10%2Fchina-sets-timeline-for-first-change-to-retirement-age-since-1950s%2F.

23



China’s Pension Reform:
Towards Scandinavian-style universalism?

&y Fafo

P.O0.Box 2947 Tayen Fafo-paper 2016:03
N-0608 Oslo ISSN 0804-5135
www.fafo.no



	Blank Page
	10227-tekst.pdf
	Contents
	List of tables and figures
	Executive summary
	Introduction0F
	Towards a Chinese welfare system
	Reforming China’s pensions system
	China’s current pensions system
	Prospects and challenges
	Chinese and Scandinavian pensions compared
	People’s views on pensions
	Wide coverage
	Unequal protection
	Opinions on old-age policy

	Conclusions
	References

	10227-tekst.pdf
	Contents
	List of tables and figures
	Executive summary
	Introduction0F
	Towards a Chinese welfare system
	Reforming China’s pensions system
	China’s current pensions system
	Prospects and challenges
	Chinese and Scandinavian pensions compared
	People’s views on pensions
	Wide coverage
	Unequal protection
	Opinions on old-age policy

	Conclusions
	References




