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On Sustainable Operation of China’s Basic
Pension Insurance System: Analysis of
Three Simulation Conditions

YU Hong, ZHONG He-qing

(School of Public Economics and Administration s Shanghai University
of Finance and Economics, Shanghai 200433, China)

Abstract: The sustainability of social security system is due to the suffi-
cient solvency of China’s basic pension insurance system after the accom-
plishment of the transition. Based on the actuarial model, the paper analyzes
the sustainable operation of China’s basic pension funds. The results indicate
that, under the slowing-down economic development, the income will not
balance the expense in 2038, and the deficit will gradually widen, leading to
the collapse of the financing system after 2042. If the wages hold higher in-
crease rate, the situation can be improved. Under the optimistic estimation
about the economy, the scale of the deficit can decrease. Therefore, meas-
ures such as the promotion of macro-economic development, the large in-
crease in wage distribution and fiscal subsidies and the improvement of eco-
nomic structure are beneficial to the sustainable development of basic pen-
sion insurance system.

Key words: basic pension fund; income distribution; sustainable opera-
tion; policy simulation
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