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Pension Prediction Model and its Rate of Substitution,
Balance of Revenue and Expenditure

WU Ju-feng
( Department of Basic Teaching, Zhejiang Post Occupation Technology College , Shaoxing 312016, China )

Abstract: Pension fund balance of enterprise workers concers the social stability and smooth transition to an
aging society. The author uses differential equation and higher-order function to establish a model which can
predict long term staff’s salary and average wage. Through comparison and analysis, a suitable model is chosen
and an example including three different age cohorts is taken. In the end, it is concluded that, if the staff’s per
capita annual salary is high, his retirement age can start after 60, and his payment year lasts for more than 20
years, as a result, the rate of substitution is high. If basic pension is under the management of pay-as-you-go, and
the retirement age is carried out in accordance with the government statute, there will be a big gap. Therefore, it
needs to take effective countermeasures on policy and management to guard the smooth implementation of
pension insurance system.

Key words: exponential growth model; logistic growth model; higher order function model; rate of substitution;
balance of revenue and expenditure



