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Abstract

As an important component of China’s multi-tiered pension insurance system, the rationality of the
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tax policy for personal pensions directly affects the policy’s coverage, fairness, and long-term sustain-
ability. This paper takes Pareto optimality, a core concept in welfare economics, as the main analytical
framework, and integrates annuity theory, cost-benefit theory, and the multi-pillar pension theory to
systematically review the evolution of China’s personal pension policy since 2018, with a focus on
analyzing the prominent problems of the current tax policy in terms of incentive structure, fairness,
and fiscal sustainability. The study finds that the current annual tax deduction ceiling of 12,000 yuan
leads to insufficient incentive coverage and weak willingness to participate among low- and middle-
income groups; the uniform 3% tax rate at the withdrawal stage raises fairness concerns; and the tax
exemptions at the contribution and investment stages also exert pressure on current fiscal revenue.
Based on these findings, this paper proposes an incentive restructuring scheme of “tiered subsidies +
dynamic tax incentives”, a cross-cyclical fiscal balance mechanism, and a policy coordination innova-
tion path, aiming to maximize the welfare utility of personal pensions through Pareto improvements,
and to provide theoretical references and practical suggestions for improving China’s social secu-
rity policy.
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Figure 1. Research framework
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