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The Conceptual Framework, Current Challenges, and Reform Pathways
for China's Urban Employees' Basic Pension System: Reflections on and
Recommendations for the ''Combined Social Pooling and Individual

Accounts'' Model

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

Abstract: With a view to the goals of Chinese-style modernization and common prosperity, this paper
examines the Urban Employees' Basic Pension (UEBP) under the "combined social pooling and
individual accounts" model. Using more than three decades of reform practice and informed by
international experience, it assesses alignment with modernization requirements and identifies two
path deviations: (i) the introduction of individual accounts under a marketization mindset, which
conflicts with the system's public character; and (ii) long-standing locality-based administration shaped
by a contract-responsibility mindset, producing fragmented rules on contribution bases and compliance
rates, polarization of effective contribution rates, and factor misallocation. Guided by the principle that
"ideas precede institutions, and institutions precede technology," we propose a dual-tier architecture: a
government-led, pay-as-you-go basic pension that underscores its public nature and mutual aid with
unified parameters and national pooling; and a policy-supported supplementary pillar that shifts
existing individual accounts into funded arrangements such as enterprise annuities, broadens coverage,
and provides appropriate contribution subsidies for low-income groups. These reforms are intended to
strengthen equity, incentives, and long-run sustainability.
Keywords: Chinese-style modernization; common prosperity; institution-building philosophy; path
deviations
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