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PC, =1,sw, (2,0, [A:,IWLN{,+20,/AI,IW1 N7 (37

—— r=wt

Kot HARE ST PB DR AR BT — 4 A TR rw, A EKHTUHH Ry, N
ARE

T/ ™"
PB, =7,rw, (2,0, IR/ N/ + >0, IR" ,N",) (38)

T =wt T =wt

FELRARAWTIRERSREAERBETRAANRIERS ERLRBRERF, Y
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&K EFHEN,PC = PB, 5 B IRE & KRG T RN IR S BRI 4 5k F
WEE., BEUARELBREAEH REAZLAKN FEALAPVANEZ R EL UL P 5
ERBEERAGREE, IBZPEAFTRRAAELFTLLARRNKTRELLHE
PC,<<PB, S #HFEFRELFFH , MAKAELRELLHFUNE THRELXHWPC >
PB, S AFRELBANMAGE. ERELLRELAET FELHEFPHERNAREL L
FEELHBFRN FELIHZEANLEXR, BFARRRIERSH R LM ®

PC
ﬁ%$%F:I o HEHRBKFRBKG P, TLUASR, Eah L5 AT AF
AFmkFRKRSAVTEF ATRAEZLEKFRAKAENRL L EAR AL E.

LR — PG (39)
TV PB,
RAPC, 7PB, th k£ X, TUHLR, 2 TH M.
T/
D60 IW! N +29 A" IW” N™,
ﬂrz SW/ xr=wt =l
LR, = - (40)
vy, rw, I

D6 IRS N +29 IR” N

r=wt xr=wt

Bk, 5 — B TR A B, T BB KRR AR R R A=
R, BRI T,

(D) BKFE ¥ EL=pr,/Vy,. El, TEERE LG H X BRE R T HIKHE
KR AT E T A R G AT E B KR T RO AT H R T R IR R AR (E X b
HRMARSETRANERELNHB AT, BRKATIANALAENESEGRIA,
BAFREFINAERR, HAERST B TAREXEPHEREGHEEREZHR
RLPTUEL £l LES A K AFAKA LR NFHZIERE, R R EREEREKFEK
TR T R

@)M%%Aﬁ&ﬁwsiwgM%%Aﬁﬁ&%%%é%%%%ﬁ%ﬁ%%%ﬁ

R AFEZFHHNL 2P HAIREFBELAHIANRANKF  TEZEFRARERALA P
WLOEFERBRERAG ST RABENFE, 2 BHEEREGHETUZRAKATFHT
iﬂ&ﬂ%mn%%*ﬁ%lﬁm¥ AWHEE, - NEERTE TR, - MR E T,

o
Z 0.\ A0 W/ NT 4+ >0, a7 TW” N™,
(3) AHZHBE,: EP, =—— e N2
DI6LIRI NS 4+ D0 L IR N

xr=wt xr=wt

MEP, iR = A, 2 FTRTEARR IR EWREAENFELAREA D, 2 HESR
XX HAOWBERAE HHA DR TERMAC LA EMA T, AOEHHNEFRE
MR —H, R EREREERN Y S TR S,

42 B ERAE
AXFHHHERRACYRIEAALREARTHAER P B L EX LR
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The Impact of Longevity Inflation on

the Robustness of the Basic Pension Insurance System
Quansheng Gao'* Huiling Chen'"*

(1. School of Economics, Wuhan Polytechnic University;
2. Center for Country Economic Development Research in Hubei;

2. Hubei Grain Economy Research Center)

Abstract In this paper, we investigate the longevity inflation and its potentially negative
consequences to the stability of the Chinese public pension systems. The modelling framework we use
builds upon the continuous time life-cycle overlapping generations for an actuarial balanced pension system
and an unbalanced pension system. We find that the driving forces of longevity inflation on social security
systems are the wealth income effect, the retirement incentive effect and the age structure effect. The
influence of longevity inflation on the retirement age can be attributed to those three effects in case of the
actuarial balance. Longevity inflation affects the pension contribution rate and pension benefit level mainly
via the age structure effect and the overall effect of longevity inflation on the two indexes is opposite. The
responses of the level of consumption and the pension contribution rate to longevity inflation have two
opposite direction and both are affected by the retirement incentive effect. On the aggregate level. the
effect of longevity inflation shock is mainly influenced by the external demographic structure for the
balanced pension system and by the internal mechanism design of the pension system for the unbalanced
pension system. In discrete-time frameworks, balance ratio is further decomposed into the pension wealth
effect, the age structural effect, and the inter-generational distribution which is correspondent to the
continuous time model. Empirical analysis of the Chinese pension system shows that the influence of
longevity inflation to the adequacy, the sensibility and the sustainability of pension system is attributed to the
three effects respectively. The evaluation of the risk sharing mechanism of longevity inflation shock of Chinese
pension system indicates that much of the risk is mainly borne by pension provider other than pension benefiter.
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