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Pension Contribution Rate, Fiscal Subsidy and Pension Replacement Rate

CAO Xinbang, LI Yuanzhong
(Tnstitute of Common Prosperity, Nanjing University of Information Science &

Technology, Nanjing 210044, China)

Abstract; With the aging of the population deepening and the downward pressure of the
economy increasing, how to maintain the existing pension benefits while stimulating economic
growth has become a hot and difficult issue concerned by all parties. This paper constructed a
contains the fiscal expenditure structure of the third phase of general equilibrium overlapping
generation model, which introduces material capital and human capital as intermediate
influence channels; then it discusses the effects of pension contribution rate, fiscal subsidy
pension, fiscal productive internal expenditure structure changes on economic growth and
pension replacement rate, which makes numerical simulation and sensitivity analysis based on
the actual situation. The results show that: when the structure of fiscal productive internal
expenditure is fixed, reducing pension contribution rate will promote economic growth, which
makes the relationship between pension contribution rate and pension replacement rate
expressed as an inverted U-shaped. Increasing the proportion of fiscal subsidy pensions is not
conducive to economic growth, and the relationship between the proportion of fiscal subsidy
pension and the pension replacement rate is inverted U-shaped. When the pension contribution
rate remains unchanged, the relationship between the structural ratio of fiscal productive
internal expenditure, economic growth rate and pension replacement rate is inverted U-shaped.
Based on the main conclusions, relevant policy recommendations of this paper are as follows:

correctly understand the relationship between social security and economic growth, and
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establish the idea of multi-objective coordinated development of pension system reform;
dialectically view the policy effect of fiscal subsidies on pension funds and avoid the one-sided
thinking that problems can be solved only through fiscal subsidies. It needs to control the
impact of the restructuring of government spending on economic growth and social security
accurately, and ensure that the reduction of pension fees is coordinated with the restructuring of
government spending, which can help achieve the two policy objectives of economic growth and
social security.

Keywords: pension contribution rate; fiscal subsidy; economic growth; pension replacement

rate
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