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Theory on Choosing Pension Model

——Why the NDC Model is not Suitable for China

LU Quan
(Social Security Research Center of China, Renmin University of China, Beijing 100872)

Abstract: The funding model, which illustrates over-generation relationship, and the Benefit Calcula-
tion, which determines the income redistribution and risk sharing structure, should be decided in pub-
lic pension model decision. This process will be affected by the socio-economic environment, foreign
and international factors, the interests of related social groups and the sustainability of pension
scheme. As far as the environment in China is concerned, the encouragement effect of NDC is hard to
be accepted by the contributor. Further, NDC will have no effect on income redistribution and social
solidarity, and may even lead to old-age poverty. Therefore, it is not the suitable option for China.
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