
SNoW Newsletter 
Published at the Nordic Centre, Fudan University 

2
nd

 Issue 

May  

2013 

n
e

w
s
le

tt
e

r 

In this issue  

• Featured Essay on BOAI 
• New Research Project 
• Symposium on Social Security 

SNoW Mobility Grant   
• Extended Deadline for 

Application to PhD Course  

 Sino-Nordic Welfare Research Network  
Financed by NordForsk (2011-2013) & Nordic Council of Ministers (2013-2015) 

Editorial Board 

Peng Xizhe, Fudan University 
Xiong Yuegen, Peking University 
Pan Yi, Chinese Academy of Social 
Sciences 
Lin Ka, Zhejiang University 
Wang Zhikai, Zhejiang University 
Kinglun Ngok, Sun Yat-Sen Univ. 
Klaus Petersen, University of 
Southern Denmark 
Pauli Kettunen, University of 
Helsinki 
Åsa Lundqvist, Lund University 
Rolf Rønning, Lillehammer 
University College 
Anneli Anttonen, University of 
Tampere 

Editors 
  Stein Kuhnle 
Hertie School of Governance, Berlin 
University of Bergen 
stein.kuhnle@isp.uib.no 

Yuan Ren 
Fudan University 
yren@fudan.edu.cn 

SN  W 
 Sino-Nordic Welfare Research Network  

China's Basic Old Age Insurance 
(BOAI) system only covers less 
than 60% of the urban employees, 
leaving out a great many rural 
migrant workers as only 15% of 
the 250 million of them are 
covered.  

It is inevitable, as required by social equity, that the rural workers should 
enjoy the same level of old-age security. Yet the pension system is now 
judged by many people as an unworthy deal. The rural migrant workers 
may not really appreciate the "equal treatment" even if they are entitled 
to it. Before the reform of the pension system in 1997, the employers were 
paying a contribution of less than 3% of the wage and the employee can 
enjoy a pension accounting for 75-90% of their wage after retirement with 
no contribution at all. After 1997, the contribution rate by the employer 
rose to 20% and the employee 8%, yet the average benefit dropped to 
about 45% of the wage. The reform in the future should give priority to 
reducing the contribution instead of increasing the benefits if more 
migrant workers are to be covered. 
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First let's take a look at two facts that haven’t got enough attention. One is that the enterprises may 
shift the contributory burden to the employees by decreasing the wage, thus the employee benefits 
may not be as good as imagined. Our research shows that the enterprises in general are not able to shift 
their contribution, yet given the structural differences in the supply and demand of the labor market, 
the enterprises are implementing wage policies that vary prominently among different types of 
employees. While the enterprises find it difficult to shift the burden to employees with high skills, they 
readily transfer 11%-50% of the pension contributions to those with relatively low levels of human 
capital. Therefore both the enterprises and some of the employees are discouraged by the current 
system and lack the incentive to join in. This has a particular impact on the wage and employment of 
the low-income groups. Besides, the current contribution rate is too high for low-income employees, 
because their current consumption is constrained.  

The other fact is that the public pension is an indispensable 
institutional arrangement for it provides benefits as insurance 
policy and to some degree performs the redistributive function. 
The longer one lives, the more benefits one receives. This 
provides an unparalleled advantage over private savings against 
the odds. As part of the pension hinges on the average monthly 
regional wage, public pensions are more effective in eliminating 
poverty among the elderlies, especially people with low-income 
or unstable working situation. 

The process of urbanization would require that an increasing 
number of rural migrant workers be covered by this system. Since 
most of them are constrained by low income and low levels of 
human capital, two issues stand out inevitably: First, the incentive 
of the enterprises and the individual to participate; second, the 
sustainability of the pension system. Reducing the contribution 
rate so as to transform the pension from a welfare program into a 
security system is a direction for the future reform. 

Dr. Jin Feng is professor of Economics at Fudan University and the 

associated dean of faculty of economics. She is also a researcher in 
Employment and Social Security Research Center of Fudan University 
and Fudan Development Institute. She was a visiting scholar of 
University of Amsterdam and Tinbergen Institute, Bank of Finland 
(Bofit) and University of Paris1. She was selected into “Program for 
New Century Excellent talents” by Ministry of Education of China. 
Her publications and research interests focus on social security 
reforms, health insurance, health care and elderly care in China. She 
has papers published in Journal of Comparative Economics, Frontiers 
of Economics in China, China and World Economy and Chinese top 
journals. Her research projects are won grants from National Science 
Foundation of China, Ministry of Agriculture of China and Ministry of 
Education of China, etc. Her research won prizes from Ministry of 
Education and Shanghai municipality. She is serving on the boards of 
Gerontological Society of Shanghai, Chinese Women Economists 
Society, Committee of Undergraduate Study in Economics in 
Shanghai. 

mailto:chenying@nordiccentre.org


SNoW Research Essay 

Subscribe 

It is a global trend to transform the pension system 
from a source that yields high welfare benefits to a 
safety net of social security which aims at alleviation 
of poverty. The relevant reforms can be mainly 
generalized into the following two moves: 

the pension system depends on the lowering of 
contribution; otherwise it would create a burden 
too heavy to bear for the individuals, the 
enterprises and the governments. As the 
population ages, the era in which social security 
was leveraged to stimulate economic growth had 
come to an end. The pension system can hardly be 
applied to achieve macroeconomic objectives such 
as countering economic recessions. The second one 
is that the reform of the pension system has to 
compensate the incurred cost reasonably. It’s 
difficult to finance the transition cost simply by 
raising the contribution rate, which will lead to the 
“empty accounts” of the pensioners and shake 
people’s faith in the system. 

First, cut down the benefits. In the face of the 
population aging, the recessing economy and the huge 
fiscal deficit, the European countries have been 
constantly reforming their welfare system in the past 
decade. While the US has always established the 
reduction of poverty as the main target of its pension 
system. The replacement rate of the US pension is less 
than 40%, while on the European continent it is more 
than 60%. The replacement rate even reaches the 
height of 97% in Greece. In terms of offsetting 
financial risks, the US is way ahead of its European 
counterparts as it has been making continuous surplus 
with the pension funds. The main measures that have 
been applied to curtail the benefits are either to raise 
the statutory retirement age or raise the eligibility of 
the benefits. European countries and many emerging 
counties, including Germany, France, Italy, Czech, etc., 
have gradually raised the retirement age in the past 
decade. The higher demand for pension are tended to 
by the supplement of the institutionalization of the 
occupational annuity and enterprise annuity. 

Second, introduce the individual accounts. As the 
population ages, more and more countries are setting 
up individual accounts in their pension system. In 
1980 Chile was the only country that has adopted 
individual accounts, by 2008 more than 30 countries 
introduced individual accounts, including Britain, 
Australia, Sweden, Russia, Poland, Mexican, South 
Korea and so on. Since many citizens didn't own an 
accumulative individual account before the reform so 
they have to be compensated. The expense incurred is 
called the transition cost. How to finance the 
transition cost has critically determined the success of 
the reformation of the pension system. Some 
countries, like Chile, turns to fiscal subsidies and 
government bonds while others, such as Sweden and 
Poland, etc. only use notional individual accounts, with 
the accounts only registered as accounting and not 
necessarily engaging real money. The contribution can 
still be used to pay the insurance premium for the 
retiree and the rate of return can be adjusted 
according to the growth of economy and population. 
In this way the profit made out of pension funds is 
related to the economic growth and the fiscal 
pressure can be alleviated.  

Two rules can be discerned from the worldwide 
practices of the operation and reformation of the 
pension system. The first one is: The wide coverage of 

In summary, reducing the contribution rate is at the 
core of the projected reform of the BOAI system of 
China. The main concerns, however, lie in questions 
like this: How can a lower contribution rate caters 
to an increasing aging population and maintains the 
balance of the social security funds? The coping 
strategies may include the following observation: 
Firstly, as the contribution rate drops, people have 
more incentive to participate, therefore more 
individuals and enterprises will be contributing to 
the system. Currently, it is common for the 
enterprises to evade contribution. The research 
shows that a 4%-drop in the baseline of 
contribution rate will encourage enough 
enterprises to enter the system and thus contribute 
to the funding. Secondly, in accord with the decline 
of the contribution the benefits can decrease as the 
retirement age is raised. As the average years of 
schooling of the citizens’ increases year on year, it 
would be desirable for more and more people to 
have the retirement age raised. Thirdly, Fiscal 
subsides should be gained from various channels to 
finance the transitional cost. The current high 
contribution rate is largely due to the fact that part 
of the contribution is used to cover the transition 
cost. Instead, fiscal funding should be used for this 
purpose in order to alleviate the pressure of the 
pensioners. The simulation model based on the 
demographic dynamic statistics shows that if the 
retirement age is raised to 65 and the coverage is 
extended to as many as the 80% of the urban labor 
force, then a contribution rate of only 17% could 
ensure the balance. It can even drop to less than 
15% if 1% of the GDP is put in as fiscal subsidies 
annually.  

Note: The special column  is co-
sponsored by Fudan University 
State-Building Research Center. 
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Please note that the deadline for applications to the SNoW PhD Course: 

Analyzing Welfare Institutions, Policies and Politics 
in China and the Nordic Countries 
is extended to 10 June 2013. 
The Call for Papers can be found here; 
Click to download the PDF file of the Course Announcement. 

Extended 
Deadline 

New Research Project on Perceptions of Distributive Justice and China’s Emerging 
Welfare System 
 
A comprehensive research project aiming to understand the normative preconditions for 
China’s emerging social security system will start in Fall 2013, entitled “Towards a new 
Chinese welfare state: Chinese perceptions of distributive justice”. Led by Fafo’s Director Jon 
Hippe, the project will be conducted by the Norwegian research foundation Fafo and the 
Department of Comparative Politics at the University of Bergen, in cooperation with the 
Norwegian School of Economics, Chinese Academy of Science and Technology for 
Development, and a number of other Chinese scholars from the SNOW network.  
 
        The study will collect data on perceptions about what kind of inequalities and 
distributional principles are fair and unfair in China, and analyse how this compares with the 
distributional principles and moral considerations reflected in the existing welfare system. 
Thereby the project will providing insight into what welfare arrangements may be seen as 
legitimate and suitable for China and identify potential drivers for future change. The project 
aims to identify possibilities for establishing a welfare system in China that enjoys legitimacy 
not only on the basis of being efficient and providing economic growth, but also for being 
perceived as fair – i.e., based on converging norms and values.  
 
         The project will combine two methods to collect data on people’s perceptions of 
distributive justice; First, experiments, and second, surveys. Experiments will involve a limited 
number of persons to explore certain normative dilemmas in welfare design. The surveys will 
examine how views on these and other fairness issues are distributed in the larger population, 
including variation in perceptions across population groups. By combining the experimental 
method with the survey method we gain a stronger research design and more valid and 
reliable findings, minimizing the inadequacies of individual methods. For more information 
about the project, contact Hedda Flatø (hef@fafo.no). 

New 
Research 
Project 

SNoW Mobility Grant 2013 
 
In order to strengthen Sino-Nordic collaboration and networking in welfare research and 
higher education, the SNoW project invites applications from Nordic and Chinese 
welfare/social policy scholars to apply for a short-term mobility grant in the autumn of 2013.  
         Two small grants, each of ca. EUR 2900 (or ca. CNY 23 000; or ca. DKK 21 500) are 
available in 2013: one for a Nordic scholar to visit a Chinese university or research institution, 
and one for a Chinese scholar to visit a Nordic university or research institution. The grants 
should cover travel, accommodation and meals for about 7-10 days’ visits, but can of course 
also be used as a subsidy for longer visits.  
         Interested scholars should send a brief application to Stein Kuhnle 
(stein.kuhnle@isp.uib.no) before 1 August 2013, giving brief biographical information and 
information on plans for a visit; institution and contact person at the institution to visit; and 
tentative dates for a visit.  

Mobility 
Grant 
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"Reforming Social Security Systems in China and Germany" 
Symposium Held in Fudan University 

Throughout the past decades, China has achieved great success in its market-oriented reforms. However, the reform 
of its social institutions, particularly its social security system, which should have been in support to its economic 
reform, has lagged behind at a sluggish pace. This situation has undermined the sustainability of China’s economic 
growth, as well as its social justice and stability. Therefore, the objective of a nationwide social security system 
covering each Chinese citizen has been incorporated into China’s reform as an important part of its deepening stage. 
However, the system still confronts several challenges: At present, the “fragmentation” of China’s social security 
system is an urgent problem confronting its reconstruction and improvement. As a matter of fact, China’s social 
security schemes are financed and operated by its various provincial governments. These have adopted different 
measures and implemented distinctively disharmonized institutions for the financing, payment, and reimbursement 
of the social security interests within their respective provincial borders. The other challenge confronting China’s 
social security system is the impacts brought by the demographic change of China’s population. China’s 
implementation of the one child policy and family planning in the past three decades has accelerated the aging of 
China’s population. Consequently, this has led to a series of challenges to China’s existing systems of pension, health 
care, and nursery to elderly people. Since the European Union and Germany in particular are confronted with similar 
demographic changes and the demand for cross-border mobility, a dialogue between China and members from the 
EU about problems and possible legal solutions for the transfer of social security rights seems useful in order to tackle 
these pressing issues. 
 
The Center for European Studies, Fudan University, the German-Sino Institute of Legal Studies, Nanjing University, 
and the Shanghai Office of the Friedrich-Ebert-Stiftung jointly organized an international symposium with topic of 
"Reforming Social Security Systems in China and Germany" on April 11th 2013 held at Fudan University. 
 
Prof. Yuan Ren (yren@fudan.edu.cn) of Fudan University participated the symposium and presented a speech on 
"Population Mobility and Social Security System Reforms in China". In his speech, professor Ren shows the huge 
populaton mobility in China with 2010 population census analysis findings, and discusses the contemporary social 
security system could not well fit for the increasing population mobility. Based on a category of three kinds of 
population mobility, that include of trans-regional population mobility, trans-social security schemes mobility, and 
trans-rural-urban population mobility, professor Ren suggests related social security system reform in China.  

Invitation for Contribution 

 
 
 
 

 
If you wish to share more ideas and increase the visibility 
of yourself and your institution inside our network, try 
announcing events or publishing articles concerning Sino-
Nordic Welfare in our newsletters. You are mostly welcome 
to get in touch with our editors Stein Kuhnle or Yuan Ren 
to consult about how to get more involved in our activities 
or publications. Your contribution will be highly valued.  
 
To get to know more about who we are and what we do, 

please click to learn more about: What is SNoW? 
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