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Abstract

The article examines the incentive effect of tax incentives on personal pensions. It begins with an
in-depth analysis of the mechanism and mode of action of tax incentives, followed by a systematic
discussion of the incentive effects of tax incentives on personal pensions from both the demand-
side and supply-side dimensions, using life-cycle theory and principal-agent theory. It is found
that taxation on the contribution phase, investment phase and receipt phase of personal pensions
affects consumption expenditure in retirement; the higher the degree of incentive of tax policies in
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the three phases, the higher the consumption of individuals in retirement; based on the assump-
tion of logarithmic utility, tax incentives for personal pensions can directly increase the total util-
ity level of residents; the higher the expected return of personal pension products and the greater
the incentive given by the government, the higher the level of supply from financial institu-
tions, and when the government cannot predict the investment behaviour of financial institu-
tions, the tax incentives designed need to allow financial institutions to reap the excess benefits
of the excess development of the personal pension market in order to maintain incentive compa-
tibility.
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Figure 1. The substitution and income effects of tax benefits for personal pensions
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Figure 2. The relationship between tax incentives and personal pension provision
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