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Abstract

The report is a policy research of China’s rural old-age insurance centered on an
evaluation about the New Rural Old-age Insurance (NROI) . The report starts with a
review of reform of China’s rural old-age insurance by pointing out the failure and
limitations. Then, the report analyzes the background of the NROI from the
perspective of demand as well as supply. The report focuses on a comprehensive
evaluation about the NROI, including the level of replacement rate, financial
subsidy-providing mechanism and fund management system, etc.

The report’s divided into 8 parts. The main contents of each part are as
following.

Part [ is Research Background. By analyzing the necessities and feasibilities of
providing the formal old-age support system for rural residents, the report believes
that governments at all levels should take responsibilities, especially financial
responsibilities, to protect the rural elderly by an instititutional system.

Part Ilis Research Design. This part offers the theoretic base of the research,
makes a literature review and introduces research questions, research hypotheses and
research approach.

Part [II is Review of China’s Rural Old-age Insurance Reform. The failure of the
Old Rural Old-age Insurance administrated by Ministry of Civil Affairs (MCA) in
1990s has been damaging the reputation of social protection system provided by
governments. Then, all kinds of pilot programs carried out by local governments have
been forming many different insurance modes. Both the negative results will make
more difficulties in views of rebuilding an uniform institutional protection system for
rural old-age residents.

Part IV is The Institutional Background of the NROI: A Demand Perspective. At
the beginning of this part, the report proposes research hypotheses about what the
factors are and how these factors influence the demand of participation. Then, the
report makes descriptive statistics, crosstabs analysis and Logistic Model regression
by using the data collected from a survey by questionnaires. The conclusions from the
analyses above show that though the majority of rural residents have desire to be
covered by institutional old-age insurance, their participation will still be limited by
several factors such as the ability to pay. Meanwhile,the replacement relations between

the traditionally informal support for the elderly,for example family support, and



institutional protections have been becoming insignificant.

Part V is The Institutional Background of the NROI: A Supply Perspective. In
this part, the report argues that the supply level is too low and even worse, the supply
is only limited in China’s eastern developed regions by analyzing the statistical data
published in 2008, which is the last year before the pilot program of the NROI was
run. Furthermore, the ability to provide but not the degree to need is the key factor to
the supply level, which also indicates that the government at all levels, especially the
central government, should and must take financial responsibilities in providing the

institutional protection for the rural old-age.

Part VI is The Pension and Replacement Rate of the NROI. Based on the
Guidelines on Launching Pilot Projects of New Rural Old-age Insurance (NROI)
issued by The State Council, the report builds up to evaluate the pension and
replacement rate from the individual account of the NROI. According the results from
actuarial models, the report argues that contributions should be increased at the
increase rate of Per capita net income of rural residents instead of staying at fixed
amounts; Encourage older insurants to choose higher level contributions by a
classifying subsides mechanism; Higher interested rates than one-year bank deposit
interest rates should be calculated for individual account fund; Insurants should have
chance to choose higher “retire” age to get more pension by building a flexible

receiving pension system.
Part VIl is The Financial-Subsidy-Providing Mechanism of the NROI. By

calculating the amount of financial subsidies of central and local government, the
report argues that it is not reasonable by allotting the financial subsidies from central
government just depending on eastern or central/western regions. A new multi-grade allotting
system based on the Index of Support Ability for the Elderly in Rural Areas should be built and
will lead to local governments to bear financial burdens more fairly.

Part VIl is The Supply Modes and the Fund Management. A principle of
voluntary but not compulsory is applied in the NROI. To avoid the risk of adverse
selectivity induced by voluntary participation, an encouragement mechanism has been
introduced in the NROI, which makes a contribution to the very high coverage rate,
normally more than 90 percent, among the pilot regions. It’s obvious that government
plays the key role in the NROI, but it doesn’t mean that government should be the
direct producer of the supply. Actually it is necessary to purchase services from

commercial organizations when it comes to fund management and investment.



The last of the report is Conclusions. Based on a summary of the research, the

report draws the main conclusions and also describes the follow-up research questions.

Key Words: Rural Old-age Insurance; Population Aging; The New Old-age

Insurance (NROID); Pension; Government Responsibility
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