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Reducing the Pension Insurance Contribution Rate: ''Kill Two Birds with One Stone'' or
""The Gains Outweigh the Losses''?

Based on the Perspective of Payment Compliance and Fund Sustainability
Zeng Yi Yao Jin

Abstract: At present, the payment rate of pension insurance in China is too high, so China has implemented a
series of "tax reduction and fee reduction" policies to stimulate the vitality of market entities since 2019. This paper
mainly studies whether lowering the payment rate of the pension insurance policy can improve payment compliance?
And what changes will happen to the sustainability of pension insurance funds? Based on the provincial panel data
from 2002 to 2019, the article uses econometric models and actuarial models to obtain the following results:(1) When
the pension insurance policy contribution rate decreases by 1 percentage point, the compliance rate will increase by
3.117 percentage points;(2) If the pension insurance policy contribution rate is still 28 % , the fund will have current
deficits and accumulated deficits in 2021 and 2026, respectively. The accumulated deficits in 2030 and 2050 will be
13.89 trillion yuan and 280.36 trillion yuan respectively;(3) If the pension insurance policy payment rate was lowered
by 4 percentage points, and the compliance rate of payment increased by 12.468 percentage points, the time when the
pension insurance fund began to experience a cumulative deficit was delayed by one year to 2027, and the cumulative
deficit in 2030 and 2050 was reduced by 29.67 % and 8.14 %, respectively; The above conclusions have passed the
robustness test and sensitivity test. In summary, reducing the pension insurance policy payment rate can not only
improve the compliance of the payment, but also promote the sustainable operation of the pension insurance fund,
which is a "two birds with one stone" policy.

Key words : pension insurance; policy contribution rate; payment compliance; fund sustainability.
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