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On the Effect of New Rural Social Pension Insurance
System on the Sustainability of Fiscal System in China:
Simulation Analysis Based on Intergenerational Accounting

JIANG Yun-yun

(School of Economics,Peking University ,Beijing 100871,China)

Abstract: This paper employs the method of intergenerational account-
ing raised by Auerbach et al in 1991 to analyze the effects of new rural social
pension insurance plans on the sustainability of fiscal system. The simulation
results show that the new rural social pension insurance system established
according to current plan will not greatly increase the burden on the govern-
ments and the rate of the increase in the coverage of new rural social pension
insurance system do not basically affect the burden of fiscal system. Because
the cumulative funds in individual accounts are measured at one-year fixed
deposit interest rate at present, the longevity risk of individual accounts bore
by the governments is rather limited. The heavy burden of new rural social
pension insurance system on the governments comes from the basic pension
completely bore by the governments; and if the basic pension increases to
the level in Shanghai, namely 135 RMB monthly, it will not lead to heavier
burden on the governments. Therefore, the governments can raise the rate
of the increase in the coverage of new rural social pension insurance systemj;
under current fiscal income, the governments can increase the rural basic
pension to the level in Shanghai, but the increasing range should not be fur-
ther enlarged.

Key words: intergenerational accounting; intergenerational balance;
new rural social pension insurance (FTHESE # M
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