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Abstract 1

Abstract

1. Topic

At present, the discussion on China’s occupational pension sys-
tem becomes hotter and hotter, and by and by people have realized the
significance of establishing occupational pension system in China. In
the meantime, we are quite clear that the slow development of China’s
occupational pension is mainly due to the ungrounded favorable tax
policies, which fail to trigger the interests of both the enterprise and
the individuals in occupational pension. Nevertheless, the discussion
on how to build occupational pension tax system has never been con-
ducted profoundly and systematically. Therefore, this thesis is aimed
at explaining this difficult and challenging topic in a systematic man-
ner, with the hope of contributing to the reform of public pension sys-
tem and the growth of national strength, as well as of more stable and

better off lives of the elderly after retirement.
II. Main Contents and Views of the Thesis

1.The definition of occupational pension is built in the overall
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structure of pension system in this thesis. Occupational pension is held
as the second pillar among the three pillars in pension system, supple-
mentary to the basic pension.

2.The history of occupational pension proves the close ties be-
tween occupational pension and economic development, public pension
and enterprise institutions.

3.1In consideration of the external characteristics of occupational
pension, the government usually intervenes by practicing taxation or
strengthening regulations.

4.Taxation has a significant effect on occupational pension.
There are two reasons that government facilitates the development of
occupational pension through favorable taxes: Firstly, the limits of
social pension system entail the development of occupational pension;
secondly, the application of occupational pension system can ease the
responsibility and burden of government, avoiding the “government
failure” phenomenon caused by excessive intervention from govern-
ment.

5.The main taxes concerned with occupational pension include
enterprise income tax, individual income tax and social security tax.
There are five regimes of occupational pension tax system based on
levying individual income tax in the three points, namely, contribut-
ing, investing and receiving benefits( E stands for “be exempt from
taxes”, while T stands for Tax): EET, TEE, ETT, TTE, and
EEE. Through the comparative study of international occupational
pension tax regimes, EET is more often than not taken as the occupa-
tional pension tax policy. The popularity of EET regimes is attributed
to its compliance with the suboptimal taxation principle, which can

adjust the irrational preference of individual and rectify the weakness-
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es of income tax, promoting the development of occupational pension.

6. Occupational pension favorable tax policy will lead to the un-
balanced tax burdens between beneficiaries and non — beneficiaries,
bringing negative effect on social fairness. Nevertheless, when occu-
pational pension favorable tax is related to social pension system and
general tax system, fairness and efficiency can be achieved at the same
time. However, the negative effect on social fairness should be re-
strained when occupational pension tax policy is outlined.

7. Economic growth theory holds that capital, labor and human
capital are all the internal factors of economic growth. At present, the
dispute over the role of occupational pension favorable tax policy in in-
creasing savings still exists, but it is undoubted that it helps to in-
crease the expected rate of return on investment, reduce investment
risks, boost the investment capacity of business and also facilitate the
development of capital market. The occupational pension favorable tax
policy helps to increase business investment in human capital. Gener-
ally speaking, the economy can be boosted effectively when the gov-
ernment apply occupational pension plan by implementing favorable
tax policies.

8.Right now, the slow development of occupational pension is
mainly due to the lack of explicit guide in establishing objective value
system, the arrangement of the system as well as its actual applica-
tion, failing to put occupational pension in the right place. In light of
this, I find the guiding role of social justice theory of Rawls in build-
ing China’s social pension insurance system. On the existing basis,
the social public account and individual account should be separated
which are now put together, with the expectation of national pension

and occupational pension of general preference. In this way, occupa-
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tional pension will be expanded from small scale supplement to large
scale supplement. But right now only small scale supplement can be
adopted in occupational pension system planning based on an incom-
plete ground.

9.For the time being, the tax policies of occupational pension in
China are unfortunately in a mess. The major problems are that the
tax regime is yet to be decided, there is no study on deductibility of
occupational pension, there is no exact standard on the qualified
plans, and etc.

10.The EET regime should be adopted in China as for occupa-
tional pension tax system, which will facilitate the achievement of the
projected policy goal, reduce the welfare cost due to the government
interference, and system cost can be well controlled by the govern-
ment.

11.The idea of the concrete favorable tax policy is composed of
two parts. The first is the content of favorable tax, including the base
and rate of favorable tax. The second is the limitation on the qualifica-
tion of enjoying favorable taxes. I have made detailed explanation on
the base and rate of favorable tax as well as the limitation on the quali-
fication of enjoying favorable taxes.

12. 1t studies other policies concerned with occupational pension
tax policies. Firstly, whether or not the government can establish
compulsory occupational pension plan; secondly, the relations be-
tween individual income tax system and favorable tax policy on occu-
pational pension; thirdly, the coordination between basic pension in-
surance and occupational pension tax system; and fourthly, the prob-
lems of the tax system on group pension insurance by insurance com-

panies.
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13.From the perspective of the state, the analysis about the costs
versus benefits is conducted on the projected favorable occupational

pension tax policy.
II1. The Innovation of the Thesis

1.A New Research Angle. This thesis put occupational pension
in the overall structure of social insurance system. Meanwhile, it
studies every single part of the operation of occupational pension from
the point of tax, therefore, it offers full support for the establishment
of occupational pension system.

2.New Research Idea and Structure. This thesis carries out the
research from general to specific. It first studies the definition and re-
lated theories of occupational pension, and then it studies the general
theories, social effects and economic effects of the tax policies of occu-
pational pension. On the basis of the analysis, it discusses the prob-
lems and reform orientation of occupational pension and tax policies in
China. It outlines the tax policy on occupational pension in China and
even studies the feasibility of the outline. The thesis studies China’s
tax policy on occupational pension in a very systematic way.

3.New Research Contents and Views

D Due to the strong exterior nature of occupational pension,
government interference is indispensable.

@ As business and individuals both demand occupational pen-
sion, the cost of occupational pension implies potential balance. Be-
cause favorable tax policy has reduced the cost of occupational pension
plan, the interests of employers are in line with those of the employ-
ees.

@ The specific goal of favorable tax policy on occupational pen-
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sion is for the development of the occupational pension system, which
should be taken as part of the overall interests of the state. From the
perspective of state interest, the actual application is aiming at the dy-
namic balance between efficiency and fair.

@ Any system can lead to both positive and negative effects at
the same time. The issue is whether the negative effect it causes over-
passes the capacity of corresponding system to eliminate that effect.
The favorable tax policy on occupational pension facilitates the perfec-
tion of social insurance system as well as the growth of economy.
Nevertheless, it impairs social fairness at the same time. However,
the coordination among occupational pension, social pension and indi-
vidual income tax plus the qualification limitation on the entitlement
of the favorable tax policy can remove the negative effect.

® The favorable tax on occupational pension helps the increase of
the investment of human capital, but it also harms the liquidity and
the allocation of human capital. The increase and rational allocation of
human capital should be taken into consideration in the process of poli-
cy stipulation, and should also comply with the cultural and economic
background of a state.

® The concrete design of China’s favorable tax policy on occupa-
tional pension should consist in two major parts. The first is the con-
tent of the tax benefit and the second is qualification limitation of the
entitlement of the tax benefits. Besides, it should also comply with
other related social and economic policies. The thesis devotes a large
part to the explanation of the base and rate of tax benefits as well as
the requirement on occupational pension. It also discusses the coordi-
nation between favorable tax policy on occupational pension and other

related policies, making a systematic and general forecast for China’s



