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SPECIALREPORT

A Pension System That Lets Some Chinese Workers Retire At Age

50 Has Been Slated For A Major Overhaul, But Not Right Away
Slowly, China Prepares To Raise Retirement Age

Compiled And Edited By John T. Robbins, News&Review Editor
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(Beijing) — The Chinese government
plans to take pressure off the nation's
increasingly strained pension system
by gradually raising retirement ages
for the nation's millions of workers be-
tween 2017 and 2022.

Eligibility ages for men, women, urban
workers and farmers will be raised
step-by-step by adding ‘"several
months every year" to the age when
pension payments can begin, said Yin
Weimin, who heads the nation's Minis-
try of Human Resources and Social
Security.

Speaking to the media recently on the
sidelines of a National People's Con-
gress session in Beijing, Yin said a
complete plan for raising the retire-
ment age would be drafted by his min-
istry in 2015 and submitted to the
State Council next
year. The first eligibili-
ty adjustment is likely
to come in 2017.

The minister's com-
ments  offered the §
clearest roadmap to §
date for a long-debat-
ed proposal to update
the pension system. e

The current system, including sepa-
rate pension schemes for urban em-
ployed, unemployed and farmers, sup-
ports more than 200 million people na-
tionwide with monthly payments rang-
ing from an average 2,000 yuan for an
urban pensioner who worked at a
state or private company, to as little as
70 yuan for a retired farmer.

The system collected about 2.6 frillion
yuan from active workers in 2014 and
paid out about 2.1 trillion yuan to retir-
ees. The pension fund finished 2014

with a surplus of 577 billion yuan.
The average age of the coun-
try's population is quickly rising.
While today about 15 percent of
the nation's 1.4 billion people
are 60 years old or older, says
the Ministry of Civil Affairs, that
slice of the population pie is ex-
pected to grow to nearly 40 per-
cent by 2020.

The human resources ministry
estimates that without any
change in pension eligibility, the
nation's worker-to-retiree ratio will like-
ly climb from 3.04:1 last year to 2.94:1
in 2020 and 1.3:1 by 2050.

A 2001 government study concluded
that pushing the retirement age higher
by one year would save the fund about
20 billion yuan annually. A one-year
delay would increase annual pay-
ments by 4 billion yuan, the study said,
and cut spending by 16 billion yuan.
Pension reform has been on the gov-
ernment's front burner since 2013. Not
only have policymakers discussed
changing the eligibility age, but they've
also looked for ways to streamline pen-
sion fund management, and close the
gap between rural and urban pension
payment levels.

Last year, the State Council voted to
combine urban and rural pension sys-
tems. And in January,
the council an-
nounced a plan to
merge company em-
ployee and civil ser-
vant coverage.

Nothing on the evolv-
ing reform agenda
has stirred more con-
troversy than propos-
als to raise the retirement age. Yin's
comments suggested, however, that
the debate is drawing to a close.
Resisting Change

The national pension system is a lot
easier on women than men. It's also
easier on city folk than farmers. An ur-
ban woman working for a state or pri-
vate company can start collecting a
monthly pension at age 50. Her col-
leagues who are men usually have to
wait until age 60 to become eligible.
Today, Yin said, 54 is the average re-

tirement age for the estimated 80 mil-
lion urbanites working for state or pri-
vate companies across the country.
Because the system includes separate
payment programs for company work-
ers and civil servants, bureaucrats
tend to work about five years longer
than state-owned enterprise employ-
ees. There's yet another program for
farmers, both men and women, who
can collect pensions no sooner than
age 60.

These age limits have been nation-
wide standards since 1978, which
helps explain why
there has been
some public resis-
tance to proposals B
for raising the retire-
ment age. In some %%
parts of the coun- §
try, the only adjust-
ment in recent de-
cades came in the
mid-1990s, when millions of people in
their 40s working for state-owned en-
terprises were given no option but to
accept early retirement.

Well aware of public concerns, govern-
ment officials have taken a cautious
approach to crafting proposals for rais-
ing the retirement age. In September
2010, for example, the then vice minis-
ter of the human resources ministry,
Wang Xiaochu, triggered a public furor
by saying the ministry was looking at
lifting the retirement age.

After an online public opinion survey
found 92 percent of respondents op-
posed a higher retirement age, the hu-
man resources ministry said there
would be no immediate changes.

After that, some local governments
started testing the waters for possible
adjustments that might be applied na-
tionwide. Results so far have been
mixed.

Since 2010, Shanghai has been en-
couraging older employees who work
for local companies to voluntarily delay
their retirements. Shanghai is home to
a larger proportion of elderly people
than other Chinese cities. But only a
few thousand people out of the esti-
mated 3 million eligible for retirement
over the past five years have accepted

the invitation.

Meanwhile, central government author-
ites have continued working toward
nationwide adjustments. An order to
study raising the retirement age was
written into the government's 12th
Five-year Plan in May 2012, which co-
incidentally was the first year of a doc-
umented decline in China's total labor
force, which ended the year with 940
million workers, down 3.45 million from
the previous year.

In a reform roadmap drawn up by the
third plenum of the Communist Party's
Central Committee, offi-
cials called for "study-
ing policies" leading to
raising the retirement
{| age.

d Later that year, Hu
Xiaoyi, a vice minister
of human resources,
said raising the retire-
ment age would help
close the gap between the pension
fund's income and payouts in step with
the country's demographics, and sup-
port the need to create jobs and re-
form the industrial structure. The im-
portance of closing the gap was fur-
ther emphasized late last year when
Vice Premier Ma Kai said payout
growth had outpaced income growth
by 5.3 percentage points in 2013.

"If we don't change the system and ad-
just policies, there will definitely be a

eligibility age starting in 2015 so that
by 2030 all men and women would
have to reach age 65 to qualify for pen-
sion checks.

At the same time, though, Yang thinks
workers should be allowed to choose
their retirement age.

Also supporting a higher retirement
age is the Chinese Academy of Social
Sciences (CASS), a government think
tank that last year proposed a plan to
raise the retirement age to 65 by 2045.
Under the plan, the age for women
would be pushed up by one year once
every three years starting in 2017,
while the age for men would be raised
by one year once every six years.

Feng Jin, an economics professor at
Fudan University in Shanghai, said
adding five years to the retirement age
for men and women would help the
pension system break even by 2030.

A source close to the human resourc-
es ministry said its officials are leaning
toward adopting the CASS proposal
over Yang's.

Other academics have weighed in with
supplemental proposals for improving
the pension system. Hu Jiye, a pen-
sion policy expert at the China Univer-
sity of Political Science and Law in the
capital, said a person's health should
be considered when deciding an ap-
propriate retirement age. A 2010 Unit-
ed Nations Development Program re-
port said the average lifespan in China

gap, a huge gap," said Ma.
Mulling Proposals

Now that the government
has decided to roll out the
adjustment plan, discus-
sions are focusing on how
the new policy should be
implemented and whether
extra supportive policies
will be needed.

{L ONGEVITY sor,

is 73.7 years,
and that includes
an average 66
years of good
health.

Xiao Wen, a Stan-
ford University
economics profes-
called for
gradually intro-

One idea posed by some
academics following the retirement is-
sue has been to lift the pension eligibili-
ty age while letting each worker
choose his or her retirement age.

One proponent of this idea is Yang
Yansui, director of the Social Security
Research Center at Tsinghua Universi-
ty in Beijing. In 2013, Yang and her col-
leagues proposed gradually raising the

ducing pension el-
igibility changes in order not to shock
the public. People need "time to pre-
pare," he said.

"You can't just tell a 55-year-old who is
ready for retirement that he has to
work until age 65," Xiao said. "But you
can tell a 40-year-old who expected to
retire at 60 that he will retire at age 62."
(Courtesy english.caixin.com)
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Chinese Tourists Shun Hong Kong, Macau; Flood Into Korea, Thailand, Japan

Compiled And Edited By John T. Robbins, News&Review Editor

Number of foreign tourists
{Una: milbon) n 17 [Unt: § billan)

2% 2 g
258

159
No visitors will feel welcome if they are
called locusts. The weekend before

the Chinese New Year, a group of

Card spending

One out of every three tourists
visiting Seoul is Chinese, and
their favorite destination is the
shopping district of
Myeong-dong. According to

the Seoul Institute on lunar
Tuesday, 1.15 million tourists
visited the capital last year, up
12.9 percent every year since

and waving a colo-
nial-era flag.

The number of main-
land Chinese visitors to
Hong Kong during the
Chinese  New
Year fell for the first
time in 20 years. Inves-
tors are alarmed, send-
ing Hong Kong retail

" 2_0"IO. As of 2013, Chinese stocks down for the

visitors accounted for 35.9 third day this week. Life-

2 2 percent, followed by Japanese sty International (1212.
oo (24.2 percent), Americans (6.5 Hk), which owns the
percent) and Taiwanese (six iconical SOHO depart-

0 I it}

Hong Kong residents heckled main-
land Chinese tourists in a local shop-
ping mall, yelling at them to go home

percent).

ment store, retreated

7.7%, Sa Sa Internation-
al (178.HK), which sells discount cos-
metics, fell 5.7%.

Macau has not fared [l |
that much better, ei- “m ! \'E-‘_
ther. Over the first '
three days of Chi-
nese New Year, the |
number of visitors §
grew by 7% , below
the 10.2% Chinese
outbound travel to re-
gions other than Hong Kong and Ma-
cau.

Macau stocks are falling for the fourth
day. The latest weekly gaming reve-
nue data showed that revenue immedi-
ately after the Chinese New Year, tra-
ditionally a busy season, did not im-
prove from the prior week at all. This
week, Sands China (1928.HK), a sub-
sidiary of Las Vegas Sands (LVS), has

fallen 12.2% ; Wynn
Macau (1128.HK), a
unit of Wynn Resorts
(WYNN), dropped
13.8% ; MGM China
(1128.HK), a unit of
MGM Resorts (MGM),
retreated 9.6% ; Melco
Crown (MPEL) fell
11.3%. Non-gambling Chinese tourists
tend to make Macau a side trip when
they visit Hong Kong. When visits to
Hong Kong fall, Macau is affected too.
Korea, Thailand and Japan, on the oth-
er hand, are buzzing with Chinese tour-
ists. According to China National Tour-
ism Administration, the top five destina-
tions were Korea (16% ), Thailand,
(14% ); and Japan, 9% . (Courtesy
blogs.barrons.com/asiastocks/2015)
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