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Abstract: Social security is an important means to promote social members to share the fruits of national development and adjust in-
come redistribution. Since the 18th National Congress of the Communist Party of China, China has basically established a multi-level so-
cial security system that covers the entire population, integrates urban and rural areas, and has complete functions. It has played an irre-
placeable role in winning the battle against poverty and building a moderately prosperous society in all respects. Research based on data
from the China Household Income Project (CHIP) in 2013 and 2018 shows that the overall redistributive effect of China’s social security
has gradually increased. Social security transfer income plays a role in narrowing the income gap, but social security spending, especially
medical insurance contributions, will widen the income gap. The redistributive effect of social security on rural residents and migrant work-
ers has been strengthened. In the eastern region, social security can offset the widening income gap caused by market factors, but it has
not been realized in the central and western regions. Compared with high—income countries, there is still much room for improvement in
the redistributive role of social security in China. Facing common prosperity, it is necessary to further improve the development—oriented,
adaptable and sustainable social security system, highlight the goal of social security to promote social equity and share development
achievements, focus on narrowing the urban—rural gap, regional gap and population gap in social security, standardize the construction of
social security system and mechanism and improve its governance efficiency.

Keywords: social security; redistributive effect; income gap; common prosperity

- 55 -



Towards Shared Prosperity: Practice, Performance and
Prospect of Social Security Redistribution in China

Yang Sui*" and Zhao Xiaoman®
(a. Rural Development Institute, Chinese Academy of Social Sciences; b. Faculty of Applied Economics,
University of Chinese Academy of Social Sciences; c. School of Public Affairs, Zhejiang University)

Summary: Social security is an important means to promote social members to share the fruits of national de-
velopment and adjust income distribution. Evidence from developed countries shows that social security and its wel-
fare system have a positive effect on narrowing the income gap, but the income redistribution effect of China’s so-
cial security is small. Affected by the urban—rural dual division system, the effect of China’s social security on im-
proving the well-being of rural residents and migrant workers is even weaker. Since the 18th National Congress of
the Communist Party of China, China has continuously improved its social security system and increased the state’s
financial input in the field of social security. A multi—level social security system that covers the whole population,
integrates urban and rural areas, and has complete functions has basically taken shape. It has played an irreplace-
able role in winning the battle against poverty and building a moderately prosperous society in an all-round way.

Based on the data from the China Household Income Project (CHIP) in 2013 and 2018, this paper analyzes
the redistribution effect of social security by calculating the Gini coefficient pre— and post—social security transfer.
First, this paper shows that the overall redistribution effect of China’s social security has been enhancing. Social se-
curity transfer income plays a role in narrowing the income gap, but social security spending will widen the income
gap. Second, the pension program plays the dominant role in promoting income equality, as the pension income and
the endowment insurance payment are conducive to narrowing the income gap. The redistribution effect of the reim-
bursement for medical expenses has enhanced, while medical insurance contributions widens income inequality. Be-
cause of the low benefit level and the small size of beneficiaries, the redistribution effects of social assistance and
social welfare are limited. Third, The urban—rural-migrant differences and regional differences in the redistribution
effects of China’s social security still exist. Social security transfer income for urban residents has the most effec-
tive function of promoting income equality, and the redistributive effect on rural residents and migrant workers has
been strengthened from 2013 to 2018. Social security can offset the widening income disparity attributed to market
factors in eastern China, but it has not yet been realized in the central and western regions. Fourth, compared with
high—income countries, the redistribution effect of China’s social security system operates on a much smaller scale.

This paper extends existing research in three aspects. First, this paper uses nationally representative micro data
to conduct a more comprehensive analysis of the overall effect of social security income redistribution, and empirically
tests the great achievements of China’s social security undertakings since the 18th National Congress of the Communist
Party of China. Second, the article compares the effects of social security redistribution between China and high—income
countries from the macro and micro levels, showing the development level and deficiencies of China’s social security
system, and making a good update and supplement to the existing research. Third, the article puts forward policy
recommendations for the high—quality development of China’s social security in the new development stage based on
the perspective of common prosperity. It is necessary to improve development—oriented, adaptable and sustainable social
security to effectively cope with the challenges of population aging, the impact of technological changes and the impact
of the global epidemic, strengthen the coordination between social security and economic and social development,
increase support for key groups and key regions, and focus on narrowing the urban—rural gap, regional gap and population
gap in social security, strengthen the effect of income redistribution and improve governance efficiency.
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