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(11) Research on the Interest Rate Difference Loss of the Individual Account of
Basic Pension Schemes for the Employees
Zhang Xiang, Zheng Y angyulu, Y ang Yixin 115+
(School of Public Affairs, Zhejiang University, Hangzhou, 310058, China)
Abstract ID: 1672-6162(2021) 02—-0115-EA
Abstract: The booking interest rate of individual account of basic pension scheme for the employees an —
nounced by the Ministry of Human Resources and Social Security since 2016 was much higher than the real
rate of return. This paper makes a quantitative estimation of the interest rate difference loss and individual ac—
count fund gap of the typical male and female pension members. We set up an actuarial model of individual
accounts of typical pension members and calculated the present value in 2016 of natural gap, benefit difference
loss, heritage difference loss, interest rate difference loss and total gap of individual accounts of typical male
and female pension members. We find that the present value in 2016 of individual account fund gap of typical
male and female pension member are 768660 and 666940 yuan under the 8% booking interest rate and 3% re—
al rate of return. Some pension member’s individual account balance will continue to increase even after their
retirements. The high booking interest rate also expand the individual account fund gap under reforms which
increasing the annuity divisors or setting benefit ceiling limitation. The only efficient method to reduce the in—
terest rate difference loss is to narrow the gap between the booking interest rate and the real rate of return. Be—
cause the needed data is not available, this paper only estimates the interest rate difference loss of the typical
male and female pension members. The total scale of interest rate difference loss of the basic pension schemes
for the employees has not been estimated. Through calculation, this paper clarifies that the high booking inter—
est rate will bring huge risks to the individual account and suggests that the booking interest rate should be de—
termined according to the real rate of return as soon as possible. For the first time, this paper distinguishes the
booking individual account balance from the real individual account balance and estimates the natural gap,
benefit difference loss, heritage difference loss, interest rate difference loss and individual account fund gap of
typical male and female pension member under current system and different reform programs.
Article Type: Research Paper
Key Words: Basic Pension Schemes for the Employees, Booking Interest Rate, Real Rate of Return,

Individual Account Fund Gap, Interest Rate Difference Loss
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