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Preface

Consolidating Consensus through Public Consultation

1

Established in 2004, the Alliance for Universal Pension (the
Alliance) currently comprises more than 80 non-governmental
organizations from various categories, including the
grassroots groups, trade unions, organizations that advocate
rights for women, seniors, the disabled, young people, as
well as religious and social welfare groups. The objective
for establishing the Alliance is to strive for the Government
of Hong Kong (the Government) to formulate policy for
universal pension as soon as possible and implement the

“Universal Pension” Scheme suggested by the Alliance in
order to ensure that the elderly in Hong Kong can live with

financial security and enjoy a dignified and decent life.

In 2005, the Alliance started to put forward the “Universal
Pension” Scheme for public consultation, which used
materials from the study and recommendations by the Hong
Kong Council of Social Service and the Department of
Statistics and Actuarial Science of the University of Hong
Kong as the basis. The Alliance subsequently updated the
figures from the 2005 proposal in 2009 and 2011. This
proposal has gained enormous social support in society in
the past years and the public have numerously demanded the
Government to put it in action as soon as possible. A public
opinion poll conducted by the Hong Kong University in 2007
has shown that more than 70% of citizens support universal
pension. Another similar study jointly conducted by the
Centre for Social Policy Studies in the Department of Applied
Social Sciences at The Hong Kong Polytechnic University
and the Alliance in 2010 has also shown that near 80% of
citizens support a universal pension system. It is obvious
that the Government must address the social agenda about
setting up a universal pension scheme. The Alliance hopes
to understand the views of the community through public
consultation, facilitate consensus in regard to establishing a
comprehensive universal retirement pension system and urge
the Government for the early establishment of “Universal
Pension” . If you have any comments or queries, please
contact the Secretariat of the Alliance:

Email : forall@pensionforall.org.hk
Telephone : 3499 1975



Can the elderly people in Hong Kong have a dignified
and decent living with financial security?

Population becoming increasingly aged and
poverty-stricken

3

Like many developed countries and cities, Hong Kong is
sustaining from sub-replacement fertility, while the ratio
of elderly population is constantly increasing. According
to estimates by the Government’ s Census and Statistics
Department, the ratio of elderly people at or above the
age of 65 will rise from 13.3% in 2009 to 29.2%' in
2039, whereas the aged dependency ratio? will increase
from 18.0% to 48.9%. It means that the number of
adults aged between 15 to 64 supporting every elderly

aged 65 or above will change from 5.6 to roughly 2.

As the demography changes, it becomes more difficult
for the elderly to rely on family support; on the other
hand, the financial burden of public expenditure on
the elderly in the society becomes increasingly heavy.
In recent years, in order to ensure that senior citizens
can live with financial security, every society is actively
exploring the coping strategies of setting up a universal
and sustainable pension scheme.

The elderly people of Hong Kong have toiled much of
their lifetime to pave way for the society’ s prosperity.
However, with a modest pay from the early days, their
income is just enough to support their daily living. Even
if there were any savings, it would not be adequate to
combat inflations in the subsequent years. According to
the defined poverty line adopted by the Organization for
Economic Co-operation and Development (OECD) and
the Hong Kong Council of Social Service (HKCSS), any
family that falls below 50% of the current median income
is considered as living in poverty. The HKCSS figures
showed that from the first half of 2010, the percentage
of elderly people in Hong Kong living under poverty
reaches 33.9%, meaning that every one in three elderly
people are currently suffering from poverty2 .

' “Hong Kong Population Projection 2010-2039” , Hong Kong Census and Statistics Department, July 2010.
2 Aged Dependency Ratio = (number of people aged 65 or above / number of people aged 15-64) x 100%.
3 Press release by Hong Kong Council of Social Service (Chinese only), http://www.hkcss.org.hk/cm/cc/press/detail.asp?id=447
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6 Due to the rapid growing number of poor elderly, the
number of applicants for Comprehensive Social Security
Assistance (CSSA) is continuously rising substantially.
According to figures from Census and Statistics
Department, the number of elderly CSSA recipients has
more than doubled in the last decade, from 69,927
cases in year 1994 to 153,448 cases in December of
2009. Also, the figure from the Hong Kong Council of
Social Service (HKCSS) has indicated that the ratio of
elderly population receiving CSSA has increased from
11.7% in 1996 to over 18.4% in 2009.

Consensus from Societies around the World

T It is a traditional value in Chinese society to properly
take care of the elderly people, to ensure them living
with financial security and enjoy a dignified and decent
life. It is an important objective for all civilized societies
around the world to have commitment on the elderly.
During the United Nations’ Second World Assembly
on Ageing, the “International Plan of Action on Ageing
2002%" stated to ask that all nations should come up
with their own pension systems in order to ensure that
elderly people receive basic pension after their retirement
in a manner that is respectable to their dignity.

8 The international community has reached a certain
degree of consensus over the provision of adequate
protection for elderly people after retirement. In 2005,
the World Bank published “Old Age Income Support
in the 21st Century®” , advocating a five-pillar pension
system provided for the elderly people:

B Pillar Zero Non-Contributory with a minimal
level of protection

Pillar One Mandatory Central Provident Pension
Pillar Two  Mandatory Private Pension

Pillar Three Voluntary Savings/Investments

Pillar Four  Other Informal Supports

4 < The Madrid International Plan of Action on Ageing> * United Nations -
http://www.un.org/ageing/documents/building_natl_capacity/guiding.pdf - 2002.

5 <0ld Age Income Support in the 21st Century> * World Bank -
http://siteresources.worldbank.org/INTPENSIONS/Resources/Old_Age_lncome_Support_FM.pdf - 2005.



9 According to a study conducted in more than 30 nations

by the Organization of Economic Co-operation and
Development, the five-pillar pension system could ensure
that elderly people from different social classes could
enjoy a retirement protection that is equivalent of 60%
to 80% of their income before they retire after tax® :
for which the grassroots is mainly supported by basic
retirement pension, the middle class by occupational and
basic retirement pension, where as the upper class mainly
supported by personal investments. Many developed
nations choose to first establish a basic pension system,
followed by developing an occupational retirement
scheme. In contrast, currently with just a Mandatory
Provident Fund System, without the provision of a
basic pension system, Hong Kong is unable to provide
grassroots citizens and elderly people the needed
coverage.

An Incomplete Pension System

10 The Mandatory Provident Fund Scheme (MPF Scheme)

was implemented in the year 2000, as previously
mentioned, the design of the scheme is only able to
provide some retirement protection to the employees
that fall in the middle income range, without benefiting
all seniors:

B Low coverage: according to figures from the year
2009 (refer to “2009-10 Annual Report” by
MPFA), out of the 4.90 million” of the population
aged between 20 and 64, only 3.4 million® of
the 3.7 million® people from the labor force have
participated the MPF scheme. In other words, the
general coverage rate of MPF for adults is only
roughly 69%. The uncovered population includes
the 700,000 family caretakers, 350,000 disabled,
200,000 people who are unemployed, and others;

6

7

8

9

4

<Pensions at a Glance 201 1: Retirement-income Systems in OECD and G20 Countries>, OECD, 2011.

Source: Census and Statistics Department’s internet webpage (Dec. 2011)
http://www.censtatd.gov.hk/hong_kong_statistics/statistical_tables/index.jsp?subjectlD=1&tablelD=002

Source: MPFA internet webpage http://www.mpfa.org.hk/english/quicklinks/quicklinks_pub/quicklinks_pub_ar_11.html
Source: Census and Statistics Department’s internet webpage (Dec. 2011)
http://www.censtatd.gov.hk/hong_kong_statistics/statistical_tables/index.jsp?subjectlD=2&tablelD=006



B High Volatility: As of March 2011, even though the
average annual return rate since the year 2000 is
5.4%, yet under the impact of the financial crisis,
the annual return rate of 2008/09 has recorded a
deficit of 25.9%. If for instance an employee retires
and receives the pension fund in March 2009, his
average annual return rate will be -0.8%;

B According to “Report on the Study for Views on
MPF and Pension” '° , 40.3% of the public agree
to abolish the current MPF system, immediately
terminate and withdraw their own contributions.
Meanwhile, results from the same report has shown
that for those having an MPF account, 63.1%
expresses the view that the current MPF system
is unable to help them alleviate their worry for their
living after retirement.

11 It is apparent that the MPF Scheme has fundamental
problems which could not support the basic living of
citizens in their years of retirement. As a result of this,
more and more elderly people will be forced to depend
on CSSA and Old Age Allowance (OAA) to live by. As
the Government is met with increasing financial burden,
it will inevitably need to continuously use taxation to fill
the loopholes in the MPF system, and thus the general
society is bound to face heavier pressure than the present
situation.

10

“Report on the Study for Views on MPF and Pension” (Chinese only), Alliance for Universal Pension,
Centre for Social Policy Studies in the Department of Applied Social Sciences at Hong Kong Polytechnic University * December 2010.



“Universal Pension” Scheme

Summary

12 The paper presents a “Universal Pension” Scheme that
aims to fill in the inadequacies for Hong Kong’ s MPF
system; targeting the social impact that arise from the
peak rise in the number of elderly population, the Scheme
is able to provide elderly people basic financial security
for the next 30 years'' without increasing the overall
burden of employers and employees in contributions; the
society together will help to share the responsibilities of
improving poverty among old people; significantly alleviate
the Government’ s pressure on public expenditure and
taxation due to increasing number of old-age CSSA cases.
After the implementation of “Universal Pension” , it will
replace the Government’ s Old Age Allowance as well as
the standard rate of CSSA payment dedicated to elderly
people who have reached 65 years old, however, other
supports must be retained.

Objectives

13 A system of “Universal Pension” is set up under the
“Universal Pension Plan” to establish the citizens’
right to be protected after retirement, so that all citizens
could enjoy a minimum pension when they become old,
with the objectives:

B to maintain a basic living standard for all elderly
people'? ;

B to reduce poverty in old age;

B to handle the public financial burden arising from an
aging population.

Principles

14 Regarding the set up of “Universal Pension Plan” |,
the Alliance has reached consensus over the following
principles:

B Universal Protection : every elderly person could
enjoy financial security, thus means-testing is
avoided in order to eliminate any labeling effects on
recipients ;

" If using the data from “Hong Kong Population Projection 2010-2039” by Hong Kong Census and
Statistics Department as projection, the “Universal Pension Scheme” is able to self-sustain for at least 50 years.

2 According to study on the standards for basic living by the Hong Kong Council of Social Service in 2005, the amount for
basic living was $2,652, after inflation, the amount would equal to about $3,000 in the year 2010.




B Immediate Benefit : financial security is immediately
provided without having to wait for decades for the
maturity period;

B Adequate Amount : the amount is sufficient to
maintain elderly people’ s basic living standard;

B Sustainable Operation : the specified system is able
to operate with sustainability, so to cope with the
needs induced by growing elderly population in the
future;

B Comprehensive Support : Supplemental social
services such as coverage on medical, nursing
services, housing protection and others must be
preserved.

Eligibility
15 The eligibility of “Universal Pension” is as follows:

e Age 65 or above;
¢ Hong Kong Residents?2,

Assumptions and Estimations

16 Using numerous statistics and common methods
gathered locally and internationally, the following
assumptions are made when formulating the “Universal
Pension” Scheme:

B Assumptions are made based on statistics from
“Hong Kong Population Projections 2010-
2039” by the Census and Statistics Department;

B The amount of MPF contribution is based on the
assumptions that the labor force participation rate is
consistent with current data and remains unchanged;

B Assuming the annual growth rate of salary is 2% in
real terms'4;

B Assuming the annual rate of return for MPF
investments is 2% in real terms's;

3 Civil servants benefiting from government pension is not included in the Universal Pension Plan.
4 With reference to figures from 1985 to 2011, the Hong Kong median income of wage growth averaged 2.2% per annum.
'S With reference to figures from 1994 to 2010, the returns of the Exchange Fund is about 4.6%.



Components of [Universal Pension Scheme]

17 The Scheme is based on a tripartite contribution from
the Government, employers and employees as the
foundation, so that the entire plan would operate
sustainably. The contribution rate for each party is as
follows:

17.1 Government

17.1.1 Contributions from the Government include
three parts :

i) the CSSA expenditure of standard rate payment for
recipients aged 65 years old or above;

ii) the expenditure of Old Age Allowance (OAA); and

iii) a lump sum of $50 billion dollars as seed money.

17.1.2 In 2010, the Government expenditure for CSSA
payment on elderly people combined with Old
Age Allowance (i and ii above) amounts to $11.8
billion dollars. In the future, a partial amount
of Government contribution will be adjusted in
accordance with the growth rate of the old-age
population.

17.2 Employers

17.2.1 Contributions from the employers come in
two parts:

i) Employer s contribution rate is 2.5% of employees’
monthly income for each employee (with maximum
income set as $30,000).

ii) For enterprises with annual taxable profit over $10
million dollars, an additional 1.9% of profits tax will be
charged, according to figures from 2010, the amount
is about $6.8 billion dollars.

17.2.2 In order to reduce burden on the employer’'s
contribution, the suggestion is to reduce the
amount of employer’ s MPF contribution by half,
equaling to 2.5%; the original contribution to the
other half (i.e. 2.5%) is injected in the plan. Based
on this arrangement, the employer s pension
contribution for each employee remains virtually
unchanged.



17.3 Employees

18

17.3.1 Employees will contribute at a rate of 2.5% of
their monthly wages (with maximum income and
minimum income set at $30,000 and $6,500
respectively, meaning that employees whose
monthly salary below $6,500 would not have to
contribute).

17.3.2 In order to reduce the burden on the employee’ s
contribution, the suggestion is to reduce the
amount of employee’ s MPF contribution by
half, equaling to 2.5%; the original contribution
to the other half (i.e. 2.5%) is injected in the plan.
Based on this arrangement, the employee’ s
pension contribution remains virtually unchanged.

Annex 1 provides the data for total amount from
the tripartite contribution, the needed amount
from profits tax, annual expenditure and surplus
from  “Universal Pension” , along with the
amount of accumulated reserves.

The proposal takes advantage of a window period of
13 years, from 2011 to 2023, in which the amount of
Pension contribution outruns its expenditure and, coupled
with the $50 billion seed money, the estimated amount of
accumulated reserves is then about $159.4 billion dollars
and becomes the plan’ s “partially reserved fund” . In
2024, when the ratio of elderly people in our general
population reaches a certain threshold, the “partially
reserved fund” will be used.



Other Considerations
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Outline

When discussing over the “Universal Pension
Scheme” , various groups have came up with
different suggestions and questions with
the aim to improve the “Universal Pension
Scheme” . Since the related suggestions cast
only minor impacts to the various calculations
in the proposal, in an attempt to avoid getting
the public confused, the Alliance has decided
not to include the related comments in the
Scheme for the time being, but will list them out
to gather for more comments. The suggestions
and questions include the following:

For elderly people who have departed Hong
Kong or have resettled in mainland China or
foreign countries, could they enjoy the benefit
of “Universal Pension” ? Should there be
additional conditions for those applicants who
reside out of Hong Kong?

Should the Government or private institutions
take responsibility to invest with the reserved
fund?

Should the Government inject additional funds
into the pool for “Universal Pension” when it
has excessive reserves?

If additional costs are ultimately needed due
to the Government’ s decision to postpone
the consultation and implementation of
“Universal Pension” , should the Government
be accountable to the additional expenditure?



If the Government decides to maintain the current
“three-pillar pension system” without making
changes, what will be the costs that the entire
society will have to bear on supporting elderly
people due to increasing ageing population?

(The End)

11



[Annex 1] Universal Pension Scheme by the Alliance:
Annual Amounts for Contribution, Expenditure, Surplus and
Accumulated Reserve

Total
Population fox Caontabution
Rersons Populahon fox fomn
between 15-64 FPerson Aged 65 Employers and

”~

Yeax Years Old o Abore Emnployees Profxts Tax
(000) C000) {$ tlhon) ($ Wlhon)

2008 49716 8932 17.23 6.69
2010 5,000.7 92%.7 19.29 6.82
2011 5,029.8 960.2 204 6.96
2012 5,058.9 9938 21.48 7.10
2013 5,022.0 10273 20 7.24
2014 5,117.1 10603 2261 739
2015 51086 1,1146 302 753
2016 5,100.1 1,163.4 .44 7.68
2017 5,091.7 12222 2387 7.84
2018 5,083.2 127%.0 2431 7.99
2019 50747 13298 2475 8.15
2020 5,056.3 1401.2 25.16 832
2021 5,037.9 14726 25.57 2.48
2022 5,019.5 15439 25.% 8.65
205 5,001.1 16153 241 8.83
2024 4,27 1686.7 2683 9.00
2025 49697 1,761.7 27.30 918
212% 4.956.7 18366 VAN 937
2027 4,943 7 19116 2.25 9.55
2022 49307 19265 2.74 975
2029 4917.7 20615 2924 954
20 49302 21114 2290 10.14
251 49427 21613 30.58 10.34
252 4.955.1 22113 31.27 10.55
2083 49676 22612 31.97 10.7%
254 4,%0.1 23111 3269 10.%8
285 5,000.7 23459 33.49 11.19
2156 5,021.3 23808 34.30 11.42
287 5,041.8 24156 35.12 11.65
288 5,062.4 24505 3597 11.28
2589 5,@3.0 24853 36.24 1212

Note (1): Based on the purchasing power in the year 2010.

Note (2): Figures are projected by actuary using data from “Hong Kong Population Projection 2010-2039” by the
Hong Kong Census and Statistics Department, with surplus reserves remaining positive by 2060.

Note (3): Contribution amounts are based on maximum income and minimum income at $30,000 and $6,500
respectively.
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Accurmlaied

Expense fax Reserve/
Goremment  Total Arnount Universal  Annmual Sweples?’ Injectionof  (Accwrmladed
Contabution of Contabution Pensaon (Deficxt) Seed Money Lass)

($ tltion) ($ biltion) {($ tillion) {$ tlbion) ($ tltion) {($ bilion)
1154 36.11 2399 6.11 50.00 56.11
1177 38.49 31.20 7.29 64.53
1210 40.00 3241 760 73.41
1258 41.16 336l 7.55 82.43
1310 4238 34.82 7.56 91.64
1370 4370 36.03 767 101.14
1439 44 95 3796 6.98 110.15
1505 46.17 3990 6.27 112.62
1572 47.43 41.24 5.59 12659
1640 43.70 4377 493 134.05
1718 50.08 45.71 437 141.10
1300 51.47 48.28 3.19 147.12
1338 5293 50.25 2.0 152.14
1922 54.46 53.42 1.04 156.22
2020 56.04 5593 0.05 15939
2178 5762 58.56 (0.54) 161.64
2277 59.26 61.26 (2.00) 162.287
2374 60.23 63.96 (3.00 163.05
2465 62.46 66.66 (4.20 162.12
2569 64.18 69.35 (5.18) 16013
2662 65.20 7205 (6.25) 157.14
2745 67.49 73.85 (6.35) 153.93
2814 69.06 75.65 (6.58) 150.42
2872 .54 7744 (6.91) 146.52
2929 72.03 79.24 (7.21) 142.24
2985 73.52 21.04 (7.52) 137.56
3037 75.05 82.29 (7.25) 133.07
3025 .56 83.55 (6.98) 122.75
3125 78.02 24.80 (6.78) 124.55
3170 .56 26.05 (6.500 120.54
3210 21.06 8731 (6.25) 116.70
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[Annex 2] Implementing Universal Pension as a long-term
plan to improve people’s livelihood

Alliance for Universal Pension

Early on, when spoken to reporters, Premier Wen Jiabao made a particular comment: “(Hong
Kong) must take further steps in strengthening the system to social security, and pay extra care
to vulnerable groups” , it is clear that there should be a long-term and scientific plan in social
security. In the eyes of the Beijing Government, the Special Administrative Region Government has
obviously not done a good enough job for long term planning and improving people’ s livelihood
in Hong Kong. As a matter of fact, in order to achieve these two objectives, the simple solution
for Hong Kong is to establish universal pension. The current deep-seated contradictions in Hong
Kong is the issues of the widening of wealth disparity and poverty, and targeting poverty among
elderly people is the key to solving the poverty issue of Hong Kong.

Hong Kong’' s population is aging rapidly, according to Census and Statistics Department, the
number of elderly people at or beyond the age of 65 in the year 2010 reaches 920,000, accounting
for 13% of the population of Hong Kong, by the year 2039, the number of elderly people will peak
to 2.49 million, accounting for 28% of the population. According to the estimates by the Hong
Kong Council of Social Service, Hong Kong’ s elderly poverty rate is as high as 30%, meaning
that currently one in every three elderly are living in poverty. With the number of elderly CSSA
(Comprehensive Social Security Assistance) applicants steadily increasing, poverty among the

elderly is getting worse, and has reached the stage where the society could no longer ignore.

Receiving 3,000 Dollars Pension Each Month

The “Alliance for Universal Pension” (the Alliance) was formed in 2004 by more than 80
non-governmental organizations from different sectors. After in-depth discussion, the specific
recommendations to the “Universal Pension” (Pension) is made with the actuarial calculation in
the hope of being accepted by the government, so that the issue of living security for the elderly
in Hong Kong is resolved as quickly as possible. Recent comments against universal pension does
not seem to understand the suggestions to universal pension, while media reports were also
unable to introduce the proposal in depth, thus the public has failed to understand the detail. For
that, it has the need to elaborately introduce the proposal of Universal Pension, with the analysis
to claim that the financial aspects of the proposal is capable of dealing with the future increase
to elderly population.

First of all, the Alliance demand for the provision of basic living security by implementing Universal
Pension for all seniors who have reached the age of 65, after two years of discussion, the Alliance
agreed on setting the monthly pension at a level of 3,000 Hong Kong Dollars (based on the
purchasing power in the year 2010). Recent comments such as those made by local stock analyst
David Webb have used the monthly figure of 4,000 HKD or 6,000 HKD to calculate universal
pension, which is far beyond the amount that the Alliance is requesting. These comments then
conclude that universal pension is therefore financially infeasible, yet such conclusion is made only
because the monthly amount is too high due to the unreasonable assumption.

In 2004, the Alliance invited actuary mathematician from the University of Hong Kong to calculate
the long-term operation of the Universal Pension Scheme (the Scheme), so that the proposal is
sufficiently sustainable, in which the Scheme went through another set of actuarial calculation in
2008. Since the old-age population is steadily rising, the Scheme in 2008 is different from one
in 2004, which requires the government to add a seed money of 50 billion dollars, the issue of

pension is therefore approaching the critical point and can not be further delayed.

Taking an Advantage of the Labor Force to Save Collectively

A lot of negative comments against Universal Pension are based on the “making the ends meet”
problem that happen in the “Pay As You Go” pension system in Western societies, which
resulted in delaying the age of retirement or increasing the rate of contribution. However, the
Alliance has already considered the scenario of a rapidly aging population in Hong Kong, and is
proposing to involve a “partially pre-funded” plan. This plan is not “payment-defined” (A%
5TU) or “income-defined” (LAUKETZ), but makes use of the unique ratio of labor force before
the year 2021 to collectively save in order to cope with the peak of subsequent aging of the
population.
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The Contribution to Universal Pension is Divided into Three Parts

The first part involves contributions from the government, which include:

1. the CSSA expenditure of standard rate payment for recipients who are over 65 years old,
2. the expenditure of Old Age Allowance, and

3. alump sum of 50 billion dollars in seed money.

In 2006, the government expenditure for CSSA payments on elderly people combined with Old
Age Allowance amounts to 8.1 billion dollars in estimation, in the future, a partial amount of
government contribution will be adjusted in accordance with the growth rate of the old-age
population.

The second part involves contributions from employers, which include two sections:
1. Employer s contribution rate is 2.5% of employees’ monthly wages,

2. For enterprises with annual profit over 10 million dollars, an additional 1.9% of profits tax will
be charged, according to figures from 2006, the amount is about 6.2 billion dollars.

In order to reduce the burden on the employer’ s contribution, the suggestion is to reduce the
amount of the employer s MPF (Mandatory Provident Fund) contribution by half, equaling to
2.5%; the original contribution to the other half (i.e. 2.5%) is injected in the plan. Therefore,
the employer’ s pension contribution for each employee remains the same, without having extra
costs. Additionally, comparing to small and medium enterprises, when it comes to contributing
to the support for elderly people, the society has greater expectations for enterprises with annual
taxable income profits of more than 10 million dollars.

The third part of contribution comes from employees, whose contribution rate is 2.5% of their
monthly wages.

In order to reduce the burden on the employee’ s contribution, the proposal is based on the current
MPF system, with the suggestion to reduce the amount of the employee’ s MPF contribution by
half, equaling to 2.5%; the original contribution to the other half (i.e. 2.5%) is injected in the plan.
Based on this arrangement, the employee’ s pension contribution remains the same.

Based on the above arrangement, with the number of elderly people at the age above 65 to be
850,000 in the year 2006, the total pension expenditure is 28.7 billion, while the total recurrent
contribution is 33.4 billion; therefore there will be a remaining of 4.8 billion in the year 2006,
if coupled with the 50 billion seed money from the government, then there will be 54.8 billion
accumulated reserves. We estimate the pension payment to be regularly adjusted in accordance
with the inflation rate, thus the purchasing power remains constant, the following projections are
based on the prices from the year of 2006 in real terms. In 2026, there will be 1.78 million elderly
people, the total pension expenditure will be 62.2 billion, while the total recurrent contribution
will be 59.4 billion, with a yearly deficit of 2.8 billion, there will still be 207.4 billion accumulated
reserves. By 2036, reserve will be used and the accumulated reserves will decrease to 188.9
billion. In the year 2046, there will be 2.77 million elderly people, the total pension expenditure
will be 83.1 billion, while the total recurrent contribution will be 85.3 billion, once again we will

see a remaining of 2.2 billion, with a total of 214.3 billion accumulated in reserve.

A Sustainable Proposal that would Last for 50 Years

Simply put, the proposal takes advantage of a window period of 15 years, from 2006 to 2021,
in which the amount of pension contribution outruns its expenditure, becoming the reserving fund
when coupled with the 50 billion seed money. In the period between 2021 and 2046, a rapid
increase in the proportion of elderly population will decrease the amount of reserve. However, by
the year 2046, the proportion of elderly population will become stable, the yearly pension budget
will again record remains, and the reserve will once more increase. The projection above means
that the proposal could continuously operate for 50 years. As for the accumulated reserves of
the plan, after 5 years of operation, it will maintain at a level that is twice the amount of annual
expenditure for the Universal Pension, even if the contribution rate is affected due to a temporary
drop in the economy.

As it turns out that the proposal produced by the Alliance may not be the best, and is by no
means the only proposal, all we hope for is to inspire the government and the public to greater
participation. What we lack now is the government’ s determination to long-term planning and
improving the people’ s livelihood. Instead of spending its time on the disappointing political
make-up of dispensing money, we hope the government within this term could provide various
proposals that would solve the issue of poverty among elderly people.
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