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Abstract: Many researchers of west countries support the funded pension system just because the
investment performance of funded system is much higher than the inner investment performance
of the Pay-as-you-go system, which means the cost of funded system is lower than the PAYG
system. But in China, this is not true. At current stage, Chinese pension are different with many
western countries with high grow rate of average wages, low investment performance, high rate of
saving. With a micro model about funded system, we found that a funded system with high grow
rate of average wages won’t success until the investment performance is comparatively high. As
conclusion, we make five suggestions about how to improve the performance of Chinese pension
funds.
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