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Two Kinds of Benefit Brought by the Reduction of Pension
Contribution Rate and by Raising Retirement Age
LIU Xiangbo, MA Chao, ZHAO Zhong

Abstract: ow to keep economic growth and in the meantime to improve people living condition remains a
major task facing us at the present time. Based on an overlapping generation model, this paper explores the effects
on economic growth and the rate of pension replacement by decreasing pension contribution rate and raising
retirement age at the same time. The reduction of pension contribution rate increases economic growth, yet it
lowers the rate of pension replacement. Raising retirement age, however, not only raises the rate of pension
replacement, but it also leads to economic growth through educational investment. Decreasing the pension
contribution rate and raising the retirement age can promote economic growth and prevent replacement rate from
decreasing.

Key words: Tax and Fee Cut; Pension Contribution Rate; Delayed Retirement; Economic Growth; Pension

Replacement Rate
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