REIRFFEFRLSRE
S R IBRHIER,
Multi-channel Financing of

Basic Old-age Insurance in
China:Policies and Practice

i
TANG Xiaoli

2022578
@ July 2022




BU= Introduction

o [ B e B AL S DR PR AR R R, rp 3t
e B0 ERER kPRI, ZigH
TRIRGs 2B W LRI A oK, 4T R R
RS W 5% PEHEW REGE. THrs:
M2 )= A R &R
The Chinese government attaches great importance to
social security system building. President Xi Jinping has

repeatedly proposed that a multi-level social security
system with full coverage,clearly defined rights and
responsibilities, moderate protection and sustainability,
Integrating urban and rural areas, should be fully built in
accordance with the requirements of safeguarding the
bottom line, weaving a tight safety net and building
mechanisms.
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Multi-measures to continuously
expand the basic old-age
insurance fund sources
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Social insurance contribution collection and financial subsidies
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According to the Social Insurance Law of the
People's Republic of China, the basic old-age
iInsurance fund is composed of contributions from
employers and individuals as well as government
subsidies.
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Employers pay basic old-age msurance
contributions In proportion to the total wages of
employees, which is credited to the basic old-age
Insurance pooling fund.
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Employees pay basic old-age insurance
contributions in proportion to their wages, which are
credited to their individual accounts.




Contribution collection and financial subsidies
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enterprise employees in 2021
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For participants such as self-employed business R
owners without employees, part-time employees who transfer
do not participate in the basic old-age insurance paid
by the employer and other flexible workers, their
contributions to basic old-age insurance will be = GESIE
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fund and individual accounts. = FLE
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The government subsidizes the basic old-age
insurance fund in case of underpayment.
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State-owned capital
transfer
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China started to establish the basic old-
age insurance system in the 1990s. Before
the system was established, neither
employees nor employers made
contributions, and after the system was
established, the years of work when
employees did not make contributions
were recognized as (deemed) years of
contributions and converted into part of
the benefits. Such a huge funding gap
we’ re covered solely by contributions
and financial subsidies after the system is
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Notice of the State Council on the Issuance of the Implementation
Plan for the Transfer of Part of State-owned Capital to Supplement
the Social Security Fund 18 Nov. 2017
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&/ (2019) 495), 20199H10HEN A4,
Notice on Full Implementation of the Transfer of Part of the
State-owned Capital to Supplement the Social Security Fund 10
Sept. 2018

Social security fund
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YIEEEREA T REE State-owned capital

@ transfer to supplement the social security fund
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State-owned capital transfer to supplement the social security fund
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The central and local state-owned and state-controlled large and medium-sized

enterprises and financial institutions were included in. Exceptions: Nonprofit

enterprises, cultural enterprises, non-commercial and development financial

institutions, and other exceptions regulated by the State Council
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10% of the state-owned equity of the enterprise
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Specifically used to fill the gap in the basic old-age insurance fund for enterprise
employees brought by the policy of deemed contribution years
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By the end of 2020, the transfer at the central level was fully completed, with 93
central enterprises and central financial institutions transferring a total of 1.68
trillion yuan of state-owned capital. Positive results have also been achieved at
the local level, with the transfer basically completed.
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PART 02
RERgE, TEiGE
FEHSIEMmE:
Save for a rainy day and
effectively enhance capacity
to generate returns
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Actively conduct mvestment operation of pension fund
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The provincial governments collects
the investable pension funds in each
province into a provincial social
security account, and entrusts them
to the pension fund management
agency authorized by the State
Council for operation and investment.
Currently, the agency is the National
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It mainly includes bank deposits, bonds
and other fixed-income products and
pension products, securities investment
funds, stocks and other equity products.
In addition, pension funds can also
invest in major national projects and
project construction. At the same time,
in order to control the risk, the
proportion of investment in equity
oroducts is capped at 30%
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The Ministry of Human Resources and
Social Security, together with the
Ministry of Finance, shall supervise the
investment and management in
accordance with the law, and the
People's Bank of China, the Banking
and Insurance Regulatory Commission,
the Securities and Futures Commission

and other authorities to supervise the
activities of relevant agencies.
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Centralized
administratiq
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Multiple asset
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The investment of pension funds is
entrusted to professional agencies
selected, and governments are only
responsible for supervision. These
agencies are divided into trustee,
custodian and investment
management agencies, each with its
own duties and checks and balances

to ensure the safety of the fund while
improving operational efficiency.
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- Progress in pension fund investment

BEAFEZRGESZTITIZAMR Overview of basic old-age insurance fund investment
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Overview of pension fund investment returns
FEEETERFZWRIE M Investment returns over years
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Pension fund returns fluctuated frlﬁ ear to year. b
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The accumulated returns have contlnue to |mprove S|gn Iy beating the rate of inflation over the
same period.
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Strengthen and enlarqe the National Social Security Fund
£ Et SRR S National Social Security Fund
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Rﬁﬁﬂé% Funds allocated from the central budget, investment returns of the
S Fund and fundings financed by other means approved by the State
Council, etc.
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REAREFE, &H, I KL, Eﬁ%ﬁ:mmmm BFEEE Domestic: bank deposits, bonds, trust loans, asset securitisation
, = > ~— Investment products, equities, securities investment funds, equity investments,
i £ scope equity investment funds, etc.
i \ Offshore: bank deposits, bank notes, large negotiable certificates of
== deposit and other money market products, bonds, equities, securities
o investment funds, and derivative financial instruments such as swaps
FARRE. BF. T, i, SHSSTH2RRASHINLH and forwards for risk management purposes.
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D reriomance  AAverage annual investment return of over 8%,
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PART 03
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~ Comprehensive policies to
ensure sustainability of basic
old-age insurance system
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N Grounded in China’s context

SRS ST

_Proper sharing of responsibility
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Plan and prepare in advance
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__Attach importance to fund safety
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In the future, China will contlnue to strengthen

old-age insurance contributions collection and
promote fund preservation and appreciation,
while continuously improving the fund's ability to
pay, better responding to people's expectations,
and contributing to the healthy economic and
social development and social harmony and
stability.
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