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(10) Centralizing of Public Pension Fund and Fund Collection Imbalance of Local Governments

An Analysis Based on the Perspective of Central-Local Interaction
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Abstract: Since the implementation of the central adjustment policy of basic pension insurance funds, all
provinces” funds across the country have experienced a relatively large reduction, and the imbalance of fund
collection among regions has tended to deteriorate. This paper constructs a theoretical model and an empirical
model to analysis the relationship between the central adjustment policy and local government fund collection.
The theoretical model shows that, local government may have an intrinsic incentive to reduce the efforts in
pension collection process. Provinces with different type of adjustment may have different level of efforts, and
the net beneficiary provinces even make lower efforts than net contributor provinces. Empirical analysis is con—
ducted from both macro and micro perspectives, verifying that the Central Adjustment Policy has negatively af—
fected incentives of local government and then induced the decrease of the amount of pension fund collected,
the net beneficiary also provinces a greater decline. This study provides theoretical and empirical explanations

for the phenomenon of severe decrease of pension fund collection, which has implications for perfection nation—
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wide centralization based on the interaction of central and local strategies.
Article Type: Research Paper
Key Words: Public Pension Social Insurance, Central Adjustment Policy, Local Pension Fund Collection,

Fund Collection Imbalance, Strategic Interaction
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