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Abstract: This paper analyzes gender issues with respect to public pensions in China.
Because provision of public pensions in China is highly fragmented, with different
programs applying to different groups of people, we focus on the largest mandatory public
pension program in urban China, the Urban Employees’ Pension Program. The paper uses
data from the China Health and Retirement Longitudinal Study (CHARLS) for 2011 to
empirically analyze the causes of gender differences in benefit levels between men and
women. We argue that raising the retirement age for women from its current age for most
women of 50 would be a major step toward gender equality in public pension benefits.
Women would have higher benefits than currently due to having longer working careers,
and they may have higher wages as a result of their longer careers. They would also have
higher benefits from the individual accounts pensions due to more years of contributions
and investment earnings, and a more generous benefit conversion factor due to the older
age when they started receiving benefits. Nonetheless, an important feature of the Chinese
public pension system is that the gender gap in benefits is less than the gender gap in
earnings. In many countries, the reverse is the situation, in part because women have fewer
years of work, as well as lower earnings, than men. We explore reasons why the gender
pension gap in China reduces the gender gap in compensation.
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1. Introduction

Gender differences in retirement benefits arise in China, as in many other countries, with women
receiving lower benefits than men. In the European Union, the European Union Directorate-General
for Justice has funded research on the gender gap in pensions [1]. That study notes that retirement
benefits may amplify the gender pay gap, in part due to a gender gap in years of work. Alternatively,
as a matter of social policy, retirement benefits may be structured so as to reduce the gender gap.

In this paper, we use data from 2011 China Health and Retirement Longitudinal Study (CHARLS)
to empirically analyze gender differences in retirement benefits and how that is affected by retirement
age [2]. The difference in retirement ages between men and women, which is due to government
regulations, plays a major role in gender differences in benefits. This paper addresses the question of
what reforms are needed in China’s retirement income system to provide better retirement income for
women, given that their needs differ from those of men due to their longer longevity, and given that
their labor market experience differs due to their earlier mandatory retirement ages.

The public pension benefits system is an important mechanism to cope with the risk of having low
income in old age. This paper analyzes how well this system works for women in China. It examines
whether aspects of the determination of public pension benefits cause the gender pension gap to be
greater or less than the gender earnings gap.

This paper is structured as follows. First, the paper provides a review of the literature in China and
other countries concerning the gender pension benefit gap. Second, the paper provides background on
the labor market experience and demographic characteristics of women compared to men in China.
Third, the paper introduces the Urban Employees’ Pension Program and focuses on issues that
particularly affect women, considering the level of benefit and the lack of spousal and survivor
benefits. Fourth, it empirically analyzes retirement age of males and females, the gender earnings gap
and the gender pension benefits gap by using the latest data from the 2011 China Health and
Retirement Longitudinal Study (CHARLS). Fifth, it offers policy discussion and concluding comments.

2. Literature Review

The average gender gap in pensions in the 27 countries of the European Union, weighted by
population, is 39 percent, compared to a pay gap of 16 percent [1]. However, here the pay gap refers to
pay per hour rather than earnings per year, where the earnings gap would be wider due to differences
between men and women in hours worked per year. That study does not include the gender earnings
gap. It should be noted that the pay gap is for current workers and the pension gap is for current
retirees. The aggregate result for the European Union does not represent the experience in every
country. In some countries of the EU, the gender pension gap is less than the gender pay gap.

In Eastern Europe, gender issues in public pensions have been studied by the International Labor
Organisation [3]. The Eastern European and former Communist countries of Latvia, Hungary, Lithuania,
the Czech Republic, the Slovak Republic and Estonia all have a gender pension gap that is less than
half the EU average. Gender differences in pension benefits have also been analyzed in the United
States [4,5], where the gender pension gap is greater than the gender earnings gap. Dahl et al. (2003)
analyze the gender pension gap in Norway [6].
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Research about the gender pension gap in China [7,8] points out that monthly salary, contribution
years and retirement age are three key factors that influence the benefit level of retired females, as
females tend to have lower salary, less contribution years and early retirement age. Drew (2011), in the
context of a broader study of benefits, provides some data comparing male and female retirees in
China [9]. Pei (2011) concludes that the previous literature on gender pension gap is “rather limited”,
and this is explained in part by the lack of data [10]. Pei (2011) uses data for 1999 and 2008 for five
cities or municipalities to examine causes of the difference in pension benefit levels between men and
women in urban areas in China. Those causes include retirement age, earnings and education. He finds
that the gender gap for pensions was slightly larger than for wages in 1999 but finds mixed results for
2008, with it being slightly larger for older retirees but slightly smaller for younger retirees [10]. When
he applies these results to the entire urban population for 2011 using an actuarial model, he finds that
the gender gap for pensions is less than for wages [10].

The problem of retirement income for women is worsened by an early retirement age of 50 for most
Chinese women, compared to 60 for men. Compared with other countries, China has the largest gap
between public pension retirement ages for men and women [10].

3. Background

Several factors motivate this analysis of gender pension issues in China. China has the largest
population and largest old-age population in the world. From 1990 to 2012, the total population in
China increased from 1143.3 million to 1354.0 million, and the ratio of the population aged 65 and
older to the total population increased from 5.6 percent to 9.4 percent [11]. According to demographic
projections, by 2030 the population aged 65 and older will be 16.2 percent of the total population and
by 2040 it will increase to 22.2 percent [12]. Moreover, data from the 2010 China Population Census
indicates that the total number of widowed people is around 60 million, among which 79.1 percent are
aged 60 and older and about 33 million are female widows [13]. Gender issues arise in retirement
income systems as women tend to have different economic and demographic characteristics than men.
Comparison of economic and demographic characteristics of males and females provides a background
to analyze the gender pension gap in China. As discussed below, women tend to have lower wages and
shorter work histories than men, which result in them having lower pension benefits. They have longer
life expectancy than men, and tend to outlive their spouses, which result in them having a greater need
for retirement benefits and which make the lack of provision of survivor benefits in China more
important for them.

3.1. Sources of Income in Old Age for Males and Females

In China, public pension entitlements are provided on an individual worker basis, with no spouse
benefits and generally no survivor benefits. Thus, women in China are particularly vulnerable in old
age as widows. According to data of the 2010 China Population Census, labor income, retirement
benefits and support from family are the main sources of income for males and females aged 60 and
older (Table 1).

Nevertheless, differences exist in the relative importance of the sources of support for males and
females. Fewer females receive labor income (21.9 percent) and retirement benefits (19.6 percent),
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compared to males (36.6 percent and 28.9 percent, respectively) (Table 1). A key statistic is that
52.6 percent of females aged 60 and older depend on family support, compared to only 28.2 percent of
males (Table 1). Thus, older females are nearly twice as likely as older males to depend on family
support, indicating the importance of improving public pension benefits for older women. In particular,
divorced and widowed females depend heavily on family support (37.2 percent and 66.1 percent,
respectively) (Table 1).

Table 1. Main sources of income for people aged 60 or older in China, by gender and
marital status (percent) [13].

Labor Retirement Support Minimum Asset Others
income benefit from family guarantee income
Male
In total 36.6 28.9 28.2 4.1 0.4 1.8
Single 38.2 4.1 14.2 36.4 0.3 6.8
Married with spouse 394 31.7 24.5 2.4 0.5 1.5
Divorced 34.8 30.7 21.1 10.0 0.5 2.8
Widowed 22.7 19.9 49.8 54 0.3 2.0
Female

In total 21.9 19.6 52.6 3.7 0.3 1.9
Single 16.6 15.7 45.8 14.3 0.3 7.3
Married with spouse 28.6 22.0 44.7 2.5 0.4 1.8
Divorced 14.3 40.5 37.2 5.1 0.5 2.4
Widowed 10.9 15.1 66.1 5.5 0.3 2.1

3.2. Labor Market Participation of Males and Females

In 1988, the employment rate (employment relative to population) for persons with urban
registration ages 16 to 64 was 83 percent for men and 75 percent for women. However, economic reform
has encouraged labor mobility and allowed workers to choose where and whether they would be
employed. By 2002, the employment rate had fallen to 75 percent for men and 59 percent for women.
By 2009, the rate was unchanged for men but had fallen slightly more for women to 57 percent [14].

Part of the explanation for the decline in employment is that a decline in employment has occurred
for older workers. For men, the decline occurred in their fifties, while for women it occurred in their
forties. The employment ratio for men age 55 to 65 fell from 62 percent in 1988 to 48 percent in 2009.
The employment ratio for women age 45 to 65 fell from 53 percent in 1988 to 39 percent in 2009.
Studies have documented that these changes were due largely to older workers losing their jobs
because of economic restructuring and being unable to find work, so they became discouraged and left
the labor force [14].

Females not only have a lower labor force participation rate, they also tend to have lower earnings
than males. From 1990 to 2010, the income gap between men and women widened, according to three
national surveys. The annual income of female workers in urban area was about 78 percent of that of
their male counterparts in 1990. The ratio dropped to 70 percent in 1999 and 67 percent in 2010 [15].
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3.3. Life Expectancy of Males and Females

In China, life expectancy has improved dramatically. For the period 1950 to 1955, life expectancy
at birth for males and females was 39.3 and 42.3 years, respectively. In the period from 2010 to 2015,
life expectancy for males is 74.0 and for females is 76.6. The longer life expectancy of females points
out the importance of public pension for them, especially when females outlive their male spouses.

4. Effects of Institutional Features of the Public Pension Program on the Pension Benefits of
Males and Females

China has three main public pension old-age benefits programs, covering three different groups of
people. Urban areas have two old-age benefits programs—the Urban Employees’ Pension Program and
the Urban Residents’ Pension Program. The Urban Employees’ Pension Program covers employed
workers with rural or urban registration in urban areas. The Urban Residents’ Pension Program, started
in 2011, is a voluntary program for people with urban registration who do not have a job. The National
Rural Pension Scheme is a voluntary program for most people with rural registration. Smaller
programs cover government workers, rural migrants to urban areas, and farmers who have had their
land appropriated by the government.

The Urban Employees’ Pension Program was established in 1997. The urban labor force in China is
larger than the total labor force in any other country except India [10]. By the end of 2012,
303.8 million employees participated in this program, of which there were 229.8 million contributors
and 74.0 million beneficiaries [11]. In this paper, we focus on the Urban Employees’ Pension Program
and analyze different effects on the benefits of females and males.

4.1. Contributions

The contribution rate for this program is 28 percent of wages, of which the employee contributes
8 percent to an individual account. The 20 percent rate the employer contributes to the social account
for the basic pension is a standard suggested by the central government. The exact contribution rate for
the social account can be decided by local government, and can be higher or lower. The 8 percent rate
paid by the employee for the individual account is the same rate across China. This account is linked to
the individual participant and is not affected by the age structure in the region.

4.2. Retirement Age for Public Pension Benefit Receipt

The retirement age for public pension benefit receipt is 60 for men. It is 60 for women working in
certain professions, 55 for female managers, and 50 for other women, with most women having a
retirement age of 50. Though retirement age is mandatory for most people, exceptions exist, including
for some university professors. Retirement age is reduced for those working in hazardous occupations
or who are seriously ill or disabled because of work. For those who have worked in hazardous
occupation for a certain number of years and contributed to the public pension program for at least
15 years, the public pension benefit ages for males and females are 55 and 45. However, males can
apply for public pension benefits at age 50 and females can do this at age 45, on the condition that they
have contributed for at least 15 years.
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As no specified and clear standard of hazardous occupations and disability are given, employers
tend to help employees to apply for public pension benefits earlier to reduce their cost for older
employees. Early retirement is quite common for both women and men [16]. A study in 2006 reveals
that among 17.6 million retirees, 10.0 million (56.8 percent) retired earlier than their normal retirement
age [17]. One study found an average retirement age in urban areas of 53 [18].

4.3. Benefits

The retirement benefit consists of two parts—a basic benefit from the social account pension and an
individual account benefit. According to statistics of the Ministry of Human Resources and Social
Security, the average benefit level of the Urban Employees’ Pension Program at the end of 2011 was
1721 yuan per month [19]. These statistics, and the data set we use later in this paper, do not separate
out the social account pension benefits and the individual account benefits.

4.4. Gender Pension Gap Caused by Program Regulations

In this section, we analyze causes of the gender pension gap by analyzing the historical development
of pension benefit regulations. In a subsequent section, we analyze how the different labor market
experiences of men and women interact with the pension benefit regulations to produce gender
differences in benefits.

Analysis of the gender pension gap for current retirees in China is complicated by the changes that
have occurred over time in the way that retirement benefits have been calculated. The gender pension
benefits gap among retirees currently in China is related to the historical development of the urban
public pension program. The benefits calculation differs for three cohorts of retirees: those retired
before 1997, those retired between 1997 and 2005, and those retired after 2005.

Before 1997, retired workers received retirement benefits from their employers, with high
replacement rates of 60 percent for 10 years of work, 70 percent for 15 years, and 75 percent for 20 or
more years [18]. In 1997, the Urban Employees’ Pension Program was first established in China,
which is composed of a social account and an individual account. The contribution rates to the social
account and individual account were adjusted several times and finally set at the current rates of
20 percent and 8 percent, respectively.

For workers who started to work before 1997 but retired between 1997 and 2005, the social account
part of the Urban Employees’ Pension Program provided the same benefits for all retirees, regardless
of number of years worked, the level of the worker’s earnings or the age at which the worker retired.
During this period, the retirement benefits from the social account were calculated as 20 percent of the
average wage for their area for the year prior to the employee’s retirement age. Personal contributions
only affected the total amount in the individual account, which was divided by 120 to calculate
individual account benefit, with the same divisor regardless of the age at which the person retired. In
addition, during this period, a transitional benefit was paid for work before 1997. The transitional benefit
takes into account years of work before 1997 and the worker’s earnings. For workers who started to
work before 1997 but retired after 2005, their benefits are calculated according to the new system,
explained in the next paragraph.
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For those who started work after 1997, contribution level, contribution years and retirement age are
taken into account to calculate retirement benefits. The basic benefit from the social account pension is
calculated by multiplying the following two elements. The first element is a percentage determined by
total contribution years, where one contribution year equals 1 percent. For instance, if a male worker
contributed 35 years, he has a 35 percent coefficient in this part. The second element is a number
obtained by adding the average wage of the year prior to the employee’s retirement age with the
average indexed monthly wage of the employee and then dividing by two. The average wage used in
this calculation is the average wage for the pooling area where the worker resides at the time of
retirement. The average indexed monthly wage of the employee is adjusted for wage increases for
every year before the person retires, and is thus wage indexed.

This benefit formula for workers who started work after 1997 can be analyzed for its effects on
women vs. men. The first and second parts of the benefit calculation have different effects on women.
Women receive lower benefits than men because they have fewer years of contributions, in part due to
their lower retirement age (the first part of the calculation). However, the calculation of wages for
determining benefits is advantageous to women relative to men because the use of the average wage
for the region raises their benefits, while it lowers the benefits of men (the second part of the
calculation). Women gain in the calculation of the average because men’s average wages are higher and
because there are more men than women in the workforce, which also raises the average wage for the
workforce relative to average wages for women.

Despite the boost that women receive in benefits from the averaging of wages with men, when both
their years of work and their wages used for calculating benefits are lower than men’s, the benefit
formula will tend to worsen the gender gap, or at least not improve it, because it is a multiplicative
formula. For example, if their years of work were 80 percent those of men and the average wage used
for calculating benefits was 90 percent that of men, the multiplication of those two factors would result
in benefits that were 72 percent those of men, which is approximately the earnings gap. Retirees also
receive a benefit based on the amount credited to their individual account from their contributions and
accrued investment returns. The monthly benefit based on the individual account is the credited
balance in the worker’s individual account balance at the time of retirement divided by 139, for both
males and females retiring at age 60 (Table 2). The divisor depends on the age at which the person
collects benefits, but not on gender, with it being higher at lower ages. It is 195 for those retiring at age
50 and 170 for those retiring at age 55 in the urban pension system (Table 2). Thus, women’s benefits
are reduced by having a lower retirement age than men and fewer years to contribute to the individual
account. The benefits for women are further reduced by having a higher divisor when calculating
benefits from their individual account because of their younger age at retirement.

Table 2. Retirement age, divisor of individual account for determining an annuity, and life
expectancy after retirement [20].

Life expectancy after retirement (months)

Retirement age Divisor of individual account

Male Female
50 195 380.4 416.1
55 170 325.2 360.0
60 139 272.4 304.8

65 101 223.2 253.2
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The individual account pension thus can also be analyzed for its effect on the benefits of women vs.
men. The larger divisor for women than men in determining benefits from the mandatory individual
account system is one of the factors causing women to have lower benefits than men. If women retired
at age 60 instead of age 50, their benefits from the individual account system would be 40 percent
larger, not taking into account the increase due to the added years of contributions and investment
earnings, which would cause a further increase in their benefits.

Data are not available on the size of the benefits from the individual account pension. The
contributions to these accounts of 8 percent are 29 percent of the total public pension contributions,
when the total contribution rate is 28 percent. However, because these accounts are credited the low
rates of return on bank accounts, the benefits from them are probably less than 29 percent of total
benefits on average. They would be a smaller percentage of benefits for women than for men because
the social benefit is more generous for women than men due to the use of the social average wage in
the benefit computation, as explained above.

The benefit payment is not limited to the amount in the individual account, but is guaranteed by the
government for life, and thus is paid as a life annuity. As shown in Table 2, expected months of living
for those who retire at age 50 are 416.4 months and 380.4 months for females and males, respectively.
As is typical for public pension programs, the divisor for determining benefits is the same for men and
women, thus providing greater lifetime benefits for women than men, because of their longer lifetimes,
but equal annual benefits for a given account balance. If the person dies before receiving the full
amount in their individual account, the spouse receives the remaining amount, then the children, if the
spouse is not surviving. The system does not provide a benefit to a surviving spouse if the amount
credited to the account has been paid in benefits. This arrangement is disadvantageous to women
because they are more likely than men to be the survivor in a marriage.

5. Empirical Analysis of Retirement Benefits of Males and Females

Women in China, like in other countries, have lower public pension benefits than men. In this
section, we analyze data from the 2011 China Health and Retirement Longitudinal Study (CHARLS)
to compare retirement benefits of female and male retirees [2]. The 2011 CHARLS is a national survey
targeting those aged 45 and older in China. The sampling protocol is that one member of the household
age 45 and over is sampled and their spouse (no matter what age) is automatically included. This
survey covered 150 counties and districts, 10,257 households and 17,708 individuals. In this paper, we
use data about those who have applied for retirement benefits from the Urban Employees’ Pension
Program at the time of the survey.

5.1. Summary Statistics for Male and Female Retirees in 2011 CHARLS

In total, in our data 2077 individuals were retirement beneficiaries in the Urban Employees’ Pension
Program in 2011 CHARLS, among which 1039 were males and 938 were females (Table 3). In age
distribution, 1.5 percent of males were under age 50 and 81.5 percent of males were aged 60 and older.
About 5.6 percent of female respondents were under age 50 when they were surveyed in 2011 and
about half of them (49.2 percent) were above age 60. Besides, 6.6 percent and 3.3 percent of males and
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females were aged above 80. Table 3 also shows that women are more than twice as likely as men
(19.3 percent vs. 7.2 percent) to be single, divorced or widowed in this survey.

Table 3. Basic demographic information for male and female retirees in China [2].

. Male Female
Variables
Frequency Percent Frequency Percent
Gender distribution 1039 54.8 938 45.2
Under 50 17 1.5 52 5.5
50-55 35 3.1 187 19.9
Age distribution 55-60 159 14.0 237 253
60-80 853 74.9 431 46.0
Above age 80 75 6.6 31 3.3
Fair or poor 392 40.5 259 32.7
Health status Good 577 59.6 534 673
Marital status Single, divorced or widowed 82 7.2 181 19.3
Married and having spouse 1057 92.8 757 80.7

5.2. Calculation of the Gender Pensions Gap and the Gender Earnings Gap and Comparison of

Retirement Ages for Males and Females

In this section, average current monthly benefits, average pre-retirement salary, average eligible
years of work for benefits and average retirement age in our sample from the 2011 CHARLS are
compared for males and females. The average current monthly retirement benefits of male and female
retirees are 1883 yuan and 1495 yuan per month, respectively. Thus, current retirement benefits of
females are 79.4 percent that of males, a gender pension gap of 20.6 percent. Distribution of retirement
benefits is illustrated in Figure 1. About 78.7 percent of males receive public pension benefits of 1000
to 3000 yuan per month, and the corresponding percentage for females is 72.8 percent. More males
(8.7 percent) receive benefits higher than 3000 yuan per month while more females (23.0 percent)
receive benefits lower than 1000 yuan per month, when males and females are compared.

100.0% ——_ Co43%
90.0% +— —
80.0% -

70.0% -

60.0% 72.8%

50.0% +———  18.9%

40.0% -

30.0% -

20.0% -

0.0% -

Male Female
mUnder 500 m500-1000 1000-3000 mAbove 3000

Figure 1. Distribution of average current monthly pension benefits, by gender [2].
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Average pre-retirement monthly salary levels are 1135 yuan and 828 yuan (both are in 2011 yuan),
respectively, for female and male workers. Thus, women have pre-retirement salaries that are
73.0 percent that of men (a gap of 27.0 percent), but their current retirement benefits are 79.4 percent
that of men (a gap of 20.6 percent).

Females not only earn less per month than males in China, they also have fewer eligible years of
work for retirement benefits than male retirees. Average eligible years of work of female retirees is
27.8 years, which is 78.7 percent that of male retirees (35.3 years) (Figure 2). For females,
43.0 percent have eligible years of 20 to 30 years (Figure 2). By contrast, 75.4 percent of male retirees
have more than 30 years of eligible years. As eligible years of work are counted in calculating
retirement benefits, female retirees receive lower benefits than male retirees because they have fewer
eligible years of work.

Women in the Urban Employees’ Pension system have fewer years of work than men because they
face retirement at age 50. The average retirement age for women is 50.9 years, compared to the
average for men of 57.2, a difference of 6.3 years. The difference between women and men in average
eligible years of work is 7.5 years. Thus, most of the difference in years of work occurs because
women retire earlier than men, rather than being due to women taking time out from working.
Women in China take less time out from working for child rearing than in other countries because of

the one child policy.

80.0% 15.4%
70.0%

60.0%

50.0% 43-:0%

40.0%

30.0%

o 19.2%
to0% |20t L=
0% —2 4% ; 3-0% 1
0.0% — : E : :
Under 15 15-20 20-30 Above 30
mMale BFemale

Figure 2. Distribution of eligible years of work for retirement benefits, by gender [2].
Note: According to retirement regulation, workers have to contribute for at least 15 years
to apply for public pension benefits. Those who have less than 15 eligible years of work

can make a lump sum contribution payment.

The effect of the difference in retirement ages on years of work points out the importance of the
earlier retirement ages for women. If women retired at the same ages as men, their retirement benefits
would be substantially higher than they are currently. Instead of women’s average years of work at
retirement being 78.7 percent of men’s, the years of work would be 96.6 percent of men’s. This change
would increase women’s retirement benefits by more than 20 percent, not including a possible effect of

raising their wages because of their longer careers.
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The distribution of retirement ages of males and females in the 2011 CHARLS is shown in Figure 3.
About 52.5 percent of males retired before age 60 and 23.4 percent of females retired before age 50.
Retirements spike at age 60 for men and age 50 for women. About 80 percent of males retired at age
60 or younger and approximate 60 percent of females retired at age 50 or younger. About 28.1 percent
male workers in this survey retired at age 60 and 19.4 percent retired after age 60.
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Male benefit age distribution Female benefit age distribution

(a) (b)

Figure 3. Cumulative distribution of retirement age, by gender [2].
5.3. Explanations of the Gender Pension Gap and Its Changes in China

As discussed above, the gender pension gap is 20.6 percent in the 2011 CHARLS sample, which is
considerably smaller than the gender pension gap reported at the start of the paper for the EU, which is
39 percent, and is smaller than the gender earnings gap in China, which is 27.0 percent. Thus, these
statistics indicate that the public pension benefits from the Urban Employees’ Pension system reduce
the gender gap in compensation (earnings plus pensions) relative to the gender gap in earnings, and
that the gender pension gap in China is considerably less than in the European Union.

This result that the pension system reduces the gender gap in income is a major feature of the
retirement income system in China. Understanding why this occurs may provide important lessons for
other countries. Part of the explanation is that the calculation of benefits in the Urban Employees’
Pension system from 1997 to 2005 was highly egalitarian, with only the relatively small individual
account causing differences by gender. After 2005, contribution level, contribution years and retirement
age are considered to calculate retirement benefits. That leaves the question as to whether the Urban
Employees’ pension system after 2005 still has the effect of reducing the pension gender gap.

To empirically analyze the effect of social account and individual account composition and the
method to calculate retirement benefits on the gender pension gap, we calculate the gender earnings
gap and the gender pension gap of three cohorts of retirees: those retired at 1997 and before, those
retired between year 1997 and 2005, and those retired after 2005 (Table 4). For the first cohort, the
average pre-retirement salary of females is 73.7 percent of that of males, while the average current
monthly benefits of females is 79.6 percent of that of males. For the cohort retired between year 1997
and 2005, the ratios of pre-retirement salary and retirement benefit of females and males are
74.3 percent and 82.3 percent, respectively. As we discussed above, between the years 1997 and 2005,
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the retirement benefit from the social account was 20 percent of the social average wage and the
individual account benefit was calculated with a divisor of 120 for all retirees, regardless of age at
retirement. During this period, the gender pension gap (17.7 percent) is smaller than the gender pay
gap (25.8 percent). For the cohort retired after year 2005, the gender pension gap (25.4 percent) is
almost the same as gender pay gap (25.6 percent) and is larger than the gender pension gap of the
former two cohorts (20.4 percent and 17.7 percent, respectively). Thus, the gender pension gap may
increase in the future as the older cohorts of retirees are replaced by younger cohorts.

Table 4. Gender pre-retirement salary and retirement benefit gap, by retirement period
(yuan per month; %) [2].

Average pre-retirement salary Average current monthly benefits
Female Male Gender  Female Male Gender
@1/Q2) (5)/(6)
@ ) Gap (&) (6)
1997 and before 595.8 808.5 73.7 26.3 1553.8 1951.4 79.6 20.4
1997-2005 876.2 1180.1 74.3 25.8 1527.5 1855.3 82.3 17.7
After 2005 1091.9 1468.1 74.4 25.6 1387.0 1858.9 74.6 25.4

The smaller gender pension gap than gender wage gap may be partially explained by the retirement
benefits adjustment process in China. Yang & Shen (2012) find that though retirement benefits in
payment have been adjusted almost every year since 1997, no unified and clear rule about how to
adjust the benefit level for inflation is given, and the adjustment mechanism is decided by the local
public pension departments [20]. In 1997, the percent of retirement benefits increase was required to
be 40 percent to 60 percent of the social average wage increase index. In 1999, retirement benefits
were increased by 15 percent of social average retirement benefits, which means that all retirees received
the same percentage amount of benefit increase. In 2001, the percent of retirement benefits increase was
required to be 60 percent of social average wage increase index, while in 2002, it decreased to 50 percent
of the social average wage increase index. From 2008 to 2013, retirement benefits were increased each
year by 10 percent of each retiree’s retirement benefits. The 10 percent increase of retirement benefits
is higher than the CPI index. Wang & Zeng (2004) pointed out that as the increase index of retirement
benefits is higher in recent years than that of the average wage increase, the public pension program
provides early retirement incentive to older workers [21]. It, however, may be a factor causing the
pension gender gap to be less than the wage gender gap because women on average benefit from seven
years of adjustments greater than wage increases before men reach their retirement age.

6. Policy Discussion

Because of economies of scale in household consumption, living expenses are less per person, in
particular housing expenses, when there are two people (a married couple) in the household than when
there is one person. When a woman’s husband dies, her income would need to be more than 50 percent
of their joint income in order to maintain her standard of living, but generally it falls to less than
50 percent of their joint income. It falls to less than 50 percent of their joint income because her
husband’s benefits, which are generally higher than hers, are no longer being received. For men,
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the situation is reversed. This situation for women may explain the continuing prevalence of older
widows living with their adult children.

In China, a temporary survivor benefit is received by women if the husband dies before having
received the full amount of his individual account benefits. The survivor benefit is the remaining
amount in the individual account. Otherwise, no survivor benefit is received. While both are alive,
each person receives their own public pension benefits based on their own earnings and contributions
record. There are no spouse benefits.

Two approaches could be taken for improving the retirement benefits of women. The first approach
would be to provide survivor benefits as part of the Urban Employees’ Pension Program. The second
approach would be to improve the retirement benefits that women earn for themselves. That approach
would appear to be more consistent with the current structure of retirement benefits in China. A single
change that would have a substantial effect would be to raise the retirement age for women to that of
men. This change would be consistent with public pension programs in many other countries. If it were
done, it would be desirable to do it in such a way as to limit the disruption to women who are currently
working. Thus, it would be desirable to have a lead time before the change started, such as ten years,
then phase in the change over time. However, if it were phased in at the rate of four months per year,
the phase in would take 30 years. Thus, a faster phase-in would be needed. For that reason, a phase in
of six months per year might be considered.

7. Conclusions

This paper examines gender issues in retirement income security in China. We find that the gender
pension gap in China is considerably less than in the European Union. Further, the gender pension gap
in China is less than the gender earnings gap, which is the reverse of what is found in the EU.
Examining different cohorts of retirees, we find that the gender pension gap is higher for those who
retired after 2005 than for those who retired earlier. Thus, the gender pension gap may increase in the
future as the older cohorts of retirees are replaced by younger cohorts.

We analyze both the structure of the public pension benefits and data on the labor market
experience and benefits of beneficiaries. Analysis of the structure of the benefits programs indicates
that at the beginning of retirement, the retirement age of 50 for most Chinese women results in low
benefits due to a relatively short working life. At the end phase of life, Chinese women are more likely
than men to be single, divorced, or widowed, and for those who were married, they are likely to not be
receiving survivor benefits.

The early retirement age of 50 for women disadvantages women in terms of the level of retirement
benefits they receive. Data from the CHARLS data set indicate that it accounts for most of the
difference between men and women in number of years worked at retirement. For that reason, we
recommend a policy of gradually raising the retirement age of women so that it eventually will equal
that of men. This change would be an important step toward the equal treatment of men and women in
the Chinese labor market.
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