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The Scale of Individual Accounts Should Not Be Expanded

Song Xiaowu', Wang Xinmei’
(1. China Society of Economic Reform; Beijing 100034, China; 2. School of Finance and Taxation,

Inner Mongolia University of Finance and Economics, Huhehaote 010070, China)

Abstract: In a recently published paper on China's social security pension reform, Mr. Zhou Xiaochuan,
the former president of the Bank of China, argued that "The scale of individual accounts definitely should
be expanded". We entirely disagree with this conclusion. First, given the existing overly high income ine-
quality and regressive social security pension in China, there is no reason to weaken the mutual-help func-
tion of a social security pension by expanding individual accounts. Second, the experiences of privatization
in Latin America have not supported the conclusion that individual accounts stimulate participation. Fur-
thermore, the incentive policy for workers in labor markets could not be directly applied to a social security
system for retirees. Third, no single developed country has introduced Chilean style pension reform, which
has only been adopted by 36 developing countries and has been reversed in most of those since 2008.
Fourth, although at least 20 countries in Europe and Asia have been facing similar population ageing pres-
sure as China, the vast majority of them have not switched to individual accounts.

Key words: social security pensions; individual accounts; income distribution; Chilean pension model;

population ageing
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