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Mutual Aid and Risk Pooling in Social Security

He Wenjiong
(School of Public Affairs, Zhejiang University, Hangzhou 310058, China)

Abstract: The collective assumption of cost of aid and risk in social security is a spirit as well as
a method. As an individual cannot forecast his risk of loss, but the overall loss distribution can be
searched out, mutual aid becomes an effective way of risk management. Thus, as a fundamental
institution for a country to manage risks, social security features mutuality naturally. Since risks
are aleatory, mutual aid occurs among the different groups under the social security plan. For ex-
ample, the healthy people help the patients; people who suffer early death help people who live
longer; the able-bodied people help the disabled people; the employed people help the unem-
ployed people; people in prosperity help people in adversity. Because the social security is a com-
pulsory plan, mutual aid also occurs among different income groups, among different generations
and among different areas. Mutuality must be persisted in the process of deepening the reform of
social security. This paper suggests: (1) to separate the individual accounts from social pooling;
(2) to select the appropriate levels of social insurance pooling; (3) to attach great importance to
the problem of intergenerational equilibrium; (4) to accelerate the development of supplemental
insurance; (5) to advocate the spirit of mutual aid.
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