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Research on the Benefit Calculation Mechanism for the Social
Pooling Component of Urban Employee Old—age Insurance

Yang Jun
(School of Labor and Human Resources, Renmin University, Beijing 100872, China)

Abstract: The reform of China's urban employee old-age insurance scheme in the last century has made
significant achievements and provided a basic living guarantee for the retired. Yet, with deepening reforms,
problems in the benefit calculation mechanism for the social pooling component of urban employee old-age
insurance have become obvious and have increasingly negative effects. This paper puts forward five
problems related to weakening contribution incentives due to the existing benefit calculation mechanism: (1)
the overly short length of the year for determining the payroll that serves as the basis for calculating benefits;
(2) the overly short minimal length of contribution; (3) the same weight given to wages in different years; (4)
the significant difference between wages used for calculating benefits and for contributions; and (5) the
irrational benefit adjustment mechanism. Then, based on international experience, this paper puts forward
policy suggestions for optimizing the mechanism for benefit calculation and facilitating sustainable
development of the social pooling system.

Key words: social pooling; benefit calculation mechanism; sustainable development
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