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Partnership Instrument Project improving China’s institutional
- capacity towards universal social protection
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..is a sign of the successes of health
and social protection systems
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..but leads to challenges on financing
benefits fairly and sustainably
(BIE AR5 EU A1 IRFIES
BRERER S bk

» ilo.org

ancing social justice, promoting decent work
?Ezit%iAIEx ﬁ:&ﬁﬁ%té] .



MOHRSS

Ministry of Human Resources
and Sodal Security of PRC

l«(" "xﬁ’ International
Labour

‘{\VJ, Organization

Ada ting social security financing to rapid ageing & the future of work
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Key challenges 82Hkkk

Populations ageing so costs for the same benefit level

are increasing AAZRASEERGEFIZKRIRAIEN

Pressure on the contribution base (covered earnings)

HEELE (BEEN)

A focus on pensions but financing health benefits
mcreasmgly complex KEFEE, BAETHERER
SRS

Avoiding a silo approach - multi-tier and branch
consistency is the focus BRI 5 iE-BEREZSEFZK
ME—EE
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Key financing principles = E&:& RN

Financing mechanisms should be (perceived) as fair between and

across generations E&EHIHEIN (HA) ERRZELFE

Diversification of financing approaches reduces risk and allows for
redistribution and other policy aims ZE& A AISHELIRER T XU,
FVFEFTD B EAMBER B R

In an ageing economy, human capital and innovation key drivers
of growth not cost of labour EEBEIEFTH, ANEATCFEIGK
RUREIRAER, MARHZNIIRA

Financing and reform options should be considered together (eg
change in retirement ages) N [ERfE EERTNETE (WIBAFER
AYZRML)
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. 1: Cost of benefits #H{RFHNERIRES

e Decisions on level of financing required should be evidenced based (eg Canada)

ATATEERKFARENLAEREAER (JNINEX)

« Different forms of provision (eg defined contribution individual accounts) don’t reduce the cost — in fact they
increase it as they are less efficient than pooled Defined Benefit financing (eg Latin America)

ARERHEEZL (MFHEAZENTAKE) ASBEAEF—L L, SIISBINAAR, EABIIRIERET
SPRIREFBER (R T3E=M)

* Financing considerations should be considered together with changes in provision (eg UK)
EREFBNSREAANTH—RER (WNEE)

e Paying less than required now means increased burden for younger and future generations at a time they will face
enhanced impacts of climate change and scarcity of natural resources

EFERE—ANFAIENEEIGRIRZCAIBARAR FRERIVE RN Z R, WEHETEXRNZEAERE
1RYSRIELEND.
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2: Who pays? i#{J8?
e Reduction in labour share of gdp (to capital) over the recent years requires reflection of how to finance

TR, HoNIEGDP (BN THESR) A SoEH NEFEZ BN TER

Employers benefit from social security (reinforced human capital, functioning labour market) so their
contribution rates should reflect this

EEZmTHARMRE GRUHADEAR. BERTFNFZNOMS) | FEItbiIr0SEEEERN R
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Ageing economies require shift away from lower cost of labour focus to support economic growth
B TTINEBEN R ET IR RS 5 TIBIK

If labour price is too low, this leads to mis-allocation of resources and economic distortion
MRFNHONMBIE, AESBHRREEASMEL5TH
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> 2: Who pays? i{J#%?
* |Important that majority of costs are shared between employers and employees:
S5ENE, Ko AREEMNERHHE

Required to support adequate benefit levels (more so than if financed through Government transfers)
B EBIFEKY (SEEBRTFER(IEE, BERIXEF)
Better reflects cost of labour but also investment in human capital

BRSSO, BEITBRIRATDIE IR

Contribution requirement increases interest and implication in scheme provision

R BB T XTI KSR RS
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> 3: What is the impact of financing? F3BRISZINETA?

* Innovative economies do not focus on the cost of labour — higher labour costs encourages innovation and
productivity increases (eg Switzerland)

BIFAR S AR ERANMES I A—S s IARIIRESMEIFIE~ DRSS (WiwL)

* Financing mechanisms should also be redistributive as benefit provision becomes less so with fragmented
careers

EREIBMNZEEBESEFRE, RABZIRWEFFRL, FEiHrIBoEcEAZEs
Higher contribution rates on higher earnings and/or no salary cap on contributions (eg Switzerland)
RN ZERRSH/FHENZ TR LR (Wmt)
If there are subsidies, appropriate transition to higher contribution rates required

NRBME, NFEBEITERESHIHZER
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4: Timeframe of contributions and building up of reserves

S E N T E I YA L=

* Future benefits are paid out of future resources of the economy (tax revenue, contributions, assets) whether it is an individual
defined contribution plan or pooled PAYG defined benefit scheme FRFHIRFBRFKHNZFTHZERE (Fllr. BZk. &F) X7,

TR M A ZERERIT R RSN I FHERERTL!
* Building up social security reserves has many advantages if managed correctly: {1SREIREY, EVHSREMRZERS T

Investment in projects which build productive capacity of the economy R IEIR L FETEEIRIINHE

Social security reserve funds can incorporate social and environmental externalities better (T S{REEFEFE SO LABEFIHES
T SMINRIMEG
Pooling approach and long-term view allows for a more efficient investment process than other actors SE{tH#BLY,, HELE
MHKEAM R e iF E A R
They can also support other objectives such as risk diversification, developing capital markets, ESG and labour market aims
BRI LFEMBTR, XD, KREATS. MERMEWEE, LIKRSHAmHnER

* They are not a ‘game changer’ in improving sustainability but support other efforts in this direction B/ JAERNZEoIHEER “IF

KANKRZEE" |, TEFFIXAEEMSS
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5: What does the fragmented labour market change In all of this ?

T —19, ﬁf#H‘ﬂ',EI’J::BNJFEiZuESI ) A

Move away from an idea of an ‘informal worker’ — key question is whether there is an employer / employee relationship

2R "JEERTA" BOE KRB EREFHEEET/ERXAR
* Fundamentals may not have changed but the approaches need to: BEAREAIEERBENE, BHEE

Use appropriate technology to collect contributions (e.g. Malaysia) {EFIE YA AIEERZ: (FIR0SRFGT)
Flexible payment conditions, good communication and compliance BRI (T, BIFASAEFS I

Recognition that careers are more fragmented (e.g. change in number of years contribution required) 7FKIABRNEINZE

B (flan, FrRsiZReFpRAVZE L)

* Financing mechanisms are an important lever in ensuring coverage (e.g. Japan) and reducing inequality, often more so than

benefit provision ZZANHERFREEER (WHAX) MRV AESNEETHT, FEGBIRHESRE
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