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Top-level Design of the Third Pillar “Individual Pension Account”(IPA):
The Leverage Role of Taxation and its Far-reaching Effect

Zheng Bingwen

Director General, Institute of American Studies(lAS), Chinese Academy of Social
Sciences(CASS);

Director General, The CASS Center for International Social Security Studies(CISS)

Abstract: As the third pillar of old-age security system, tax-deferred commercial
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pension insurance should be referred to in China as “Individual Pension
Account”(IPA), its top-level design should adopt a dual-management method of
production and account in order to achieve both insurance and investment functions.
This paper suggests a two-way taxation policy of EET type and meanwhile TEE, the
implementation of IPAs should be divided into two stages of pilot and full-scaled
launch. Preferential tax policy is beneficial to promote the establishment and
popularization of IPA. There are three goals using tax leverage to advance the
development of IPAs: the short-term target is to popularize EET type IPAs and
commence the implementation of TEE system; the mid-term one is to lower the tax
deductible threshold timely and expand the coverage of tax-involved welfare
programs so as to increase participation rate of IPA through the use of tax leverage;
and the long-term one is to reduce the contribution rate of basic old-age insurance
while raising the contribution rate of enterprise supplementary pension insurance as
well as commercial pension insurance. According to the results of international
comparison, IPA plays a vital role in net household wealth, so it should be social
infrastructure of national welfare and the “ballast” of capital markets.

Key Words: tax-deferred commercial pension insurance; annuity insurance product;
the third pillar; individual tax preference; enterprise annuity
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