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Historical Examination and Policy Recommendations for the
Pension Incentive Compatibility Mechanism in the

“Twenty-Year Continuous Increase”

Zheng Bingwen  Pang Xi

Abstract: Since the 18th CPC National Congress, policymakers have institutionalized
incentive-compatible mechanisms in basic pension insurance systems while
implementing rational benefit adjustment frameworks. This paper delineates the
historical progression of incentive-compatible mechanisms governing pension
adjustments for urban enterprise employees, systematically examining phase-specific
characteristics, systemic constraints, and institutional innovation
pathways.Longitudinal analysis of two decades of policy evolution reveals three
distinct developmental phases: incubation, optimization, and consolidation.
Employing an incentive weight coefficient model, we quantify provincial-level
incentive parameters across 31 administrative units at quadrennial intervals (2005 —
2024). Empirical results demonstrate a marked increase in provincial incentive
weights from 35% to 59%, principally attributable to the progressive integration of
basic pension level parameters into adjustment algorithms.The current plateau (59%)
constrains further enhancements to the incentive architecture.To implement the
delayed retirement policy, we propose four complementary reforms: (1) optimal
utilization of incentive weight parameters, (2) basic-security-anchored standardization
of equalization metrics, (3) normative specification of incentive indicator ranges,and
(4) strategic enhancement of policy transparency. This research balances actuarial
sustainability with robust incentive alignment while preserving benefit adequacy.

Keywords: Old-Age Pension; Pension Adjustment Mechanism; Incentive

Compatibility Mechanism; Sustainability;Delayed Statutory Retirement Age
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