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Changing the Contribution Base of Basic
Old—-Age Insurance for Urban Employees
from Wage to Income: An Analysis Based

on Comparative Advantages

Jia Hongbo
(School of Public Administration, Beihang University, Beijing 100191, China)

Abstract: In the context of population aging and transformations in industrial and employment structures, the
current wage-based contributions to Basic Old-age Insurance for Urban Employees (BOIUE) face challenges,
including disparities in contribution burdens across industries, difficulties in expanding insurance coverage,
collecting contributions, and calculating the contribution base. An income-based contribution system, wherein
enterprises contribute based on profits, employees contribute based on wages, and self-employed individuals
contribute based on their incomes, with reference to employer and employee contributions, offers comparative
advantages. Shifting to an income-based contribution model can help equalize contribution burdens across
industries, sustain and expand the scale of funding, and significantly reduce the complexity of calculating the
contribution base and regional discrepancies. This transition aims to achieve the sustainable development of
BOIUEE. While advocating for the diversification of welfare providers, the income-based contribution model
suggests that financing should be tied to the outputs of various production factors, from which different welfare
providers derive their income, rather than solely relying on the outputs of labor. This shift represents an evolution
of traditional welfare diversification theory.

Key words: basic old-age insurance for urban employees; contribution base; wage; income;

comparative advantages
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