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Fairness and Efficiency were the Double Constraints of Pension Reform

——Delay Retirement ? or Incorporation ?

Zou Tieding and Ye Hang

(College of Economics and Interdisciplinary Center for Social Sciences , Zhejiang University)

Abstract This paper employed a mathematical model to compare the fairness and efficiency bet-
ween delay retirement and incorporation,and gave a simulation analysis to these two strategies wi-
th Chinese data.The results indicated that,delay retirement cannot thoroughly solve the pension
deficits,however,just postpone a period of time.At the same time, the strategy of delay retirement
not only reduced the pension benefits for retiree,but also increased the pension burdens on worker-
s.S0,it was not a good idea to improve the inter-generational equity.Other more,the strategy of
delay retirement would reduce the employment opportunities,so it was not good to decrease the ri-
sk of unemployment and the uncertainty of macro-economy.Compared to delay retirement, Incor-
poration can solve the problem of pension deficits quickly,aside this ,it also can narrow the differe-
nces between inside and outside of system.So,delay retirement was conductive to improve the intr-
agenerational and inter-generational equity.In addition, incorporation also can lessen the structural
supply-demand contradiction of labor market.So.the strategy of incorporation was good to enhanc-
e the efficiency of labor source allocation and macro-economy.Based on the above analysis, we c-
an concluded that ,incorporation was the best choice rather than delay retirement.
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