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An Analysis on the Effects of Pension System’s Merger Reform

on Residents’ Income and Consumption in China

Ning Guangjie Fan Yihang
(Business School, Shandong University, Weihai 264209, P.R.China;
China Life Pension Company Limited, Beijing 100033, P.R.China)

Abstract: Since the year of 2008, China has made and implemented a series of reform policies on the
pension system which has been changed from “Dual Track” system into a unified collected and man-
aged one of “social pooling combining with individual account”. Will the pension reform for the staff
of government organizations and institutions affect the stability of residents’ income and consump-
tion? This paper uses China Household Income Projects(CHIP) data to evaluate the effects of “the
pension system pilot reform of government organizations and institutions” in 2008 by means of eco-
nomic theory and econometric method (difference-in-differences). The results show that the reform
on pension system significantly increases residents’ income and decreases their consumption level. A
further study on the consumption structure shows that reform decreases the ratio of clothing and
other consumption item and increases that of housing consumption, however, exerts little influence
on food, medical and education consumption. A conclusion is drawn that it is the shock of reform
that inspires people’s risk recognition behavior, which highlights the lack of publicity and transpar-
ency of current policies.

Keywords: Pension reform; Difference-in-differences; Income; Consumption level; Consumption structure
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