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Abstract: Social insurance is independent of public finance and pursues a policy of actuarial bal-
ance. Its income comes from the premium paid by the insured. The standard of premium is deter-
mined by the expenditure standard, which is protected by law. Usually the government has no duty to
grant subsidies to social insurance except for the purposes of maintaining the normal operation of the
system and preventing systematic risks. However, if the social insurance fund had been invited to pay
the transformation costs that otherwise should be paid by the government, the government is liable to
compensate the fund afterwards. Additionally, all the extra expenses afforded by the social insurance
fund for implementing social policies should also be reimbursed by the government. It is worth noting
that the PRC Social Insurance Law demands the government to award grants to social insurance fund
unconditionally once the latter falls in insolvency, which definitely puts heavy burden on state fi-
nance. Furthermore, the newly revised PRC Budget Law has brought the social insurance fund into
governmental budget system, which in further blurs the boundaries between social insurance and pub-
lic finance. It is necessary for China to clarify the government’ s functions, exclude social insurance
fund from government budget, and clearly define the standards and procedures of fiscal grant to social
insurance fund, so as to keep social insurance independent of the government with respect to its legal
status, property, management, and accountability.

Key Words: social insurance, public finance, fiscal aids, insurer of last resort, actuarial equiva-
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