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Research on the Incentive Effect of the Financial Subsidy of the Individual
Account of the New Rural Pension System

JIN Gang LIU Qing—ui
( Institute of Population Research Liaoning University Shenyang 110036 China)

Abstract: According to the longitudinal survey about the pilot of New Rural Pension System the
“differentiation” financial subsidy had not been more effective to stimulated peasants to improve
their contribution grade than the “one-size-fits-all” financial subsidy. Most peasants of all pilot areas
had chosen the lowest contribution grade. Using Life-Cycle Model this paper analyzed the incentive
effect of difference financial subsidy and the condition to achieve it. Using the micro data of
Northeast China it did empirical test with the Ordered Probit Model. It is concluded that the
incentive effect of the “differentiation” financial subsidy is based on both the high policy trust degree

of peasants’ and the high marginal subsidy level of the “differentiation” financial subsidy. Only
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under the condition of adequate policy trust degree and marginal subsidy level the “differentiation”

financial subsidy would stimulate peasants effectively to improve their contribution grade.

Keywords: New Rural Pension System; individual account; policy trust; subsidy incentive
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