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(The figure is as of March 2009)
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The eligibility to receive pension benefit requires
a minimum of 25 years of premium payment,
and the maximum enrollment period is 40 years.

OZfaFnFa —ERFEE65F
£ FE605E (655K :2025%)

il [

Pensionable age:
Basic pension - 65 years old
Employees’ pension - 60 yrs. Old (65 in 2025)



ERFE A14,980M (2017 LA 16,9001 )
B FE4£15.704% ( 2017ELLFE18.3%) smir
Premium

Basic pension — 14,980yen/month (2012)
16,900yen/month (2017 onwards)
Employees’ pension — 15.704% of salary
18.3% (2017 onwards)
shared equally by the employee and
the employer
OEEAHE Government’s contribution rate
ERFEIZHEEED257 D1 (2009FEH )
50% of total benefits of basic pension
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T REL 405 MA THG65,541M(20124)

Basic Pension- 65,541 yen/month(full benefit

amount based on 40 years of fully
contributed coverage perlods)
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A230,940M (EEFE+ERFE
Salary worker: 230 940 yen/month

X 2)

Standard pension payment including the

Basic Pension for a married couple
( Employees’ Pension+Basic Pensi

Total amount of pension is 51.13 tril
(2010 fiscal year)

ion X 2)

FE#%E 51J81,332{5H (2010FEXR)

lion yen



Public pension is the only source of income for 60% of all aged population
households. The aged population’s household in which public pension
benefits account for 80% or more of the household income is 70%.

Public
pension
makes up
70% of
aged
population’s
household
iIncome.
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Financial means which working age

generations expect in their coming old age.
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¥ 72.7 53.0 40.2 20.6 13.5 10.9 3.5 2.8 2.1 2.4
20~29;% 60.0 64.3 391 227 104 12.5 29 2.7 1.8 3.9
30~39%F 64.5 B61.7 38.2 24.2 12.3 11.6 4.5 2.1 1.6 2.5
40~49% 71.3 549 40.2 229 16.5 11.8 41 2.3 17 2.3
50~645% 81.8 439 417 16.9 13.6 9.6 29 34 2.6 19
B4 727 62.8 401 8.3 124 13.9 39 2.3 24 2.3
4 727 438 40.3 32.2 147 8.1 3.1 33 1.8 2.5

Majority of working age generations expect public
pension as a major financial mean to support their
old age life coming in the near future. The older they
are, the more they expect pension benefits than
earned income.
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As mentioned above, the Japanese public

pension system has become established as an
iIndispensable system to maintain old age life, and
the pension system is not only important for the
life of the elderly but also the following functions

are expected.

(General Affairs Division, Pension Bureau, Ministry of Health, Labour
and Welfare.)
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OFor the working generations:

Frees them from the duty of supporting their parents.
OFor companies:

Enables employees to concentrate on work.

Supports aged population’s consumption.
OFor society:

Ensures stability of society and economy.

(— pension system as a shock absorber)
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However, Japanese public pension system is
facing many and serious problems as stated

below.
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population ageing with low fertility and population
— rapid increase of pensioners and decrease of
the premium payer
— Increasing in the insurance premium burden
of working age generations




Population ageing and declining of working age population
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Japan's population history and long-term projections
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Some population projection once showed there would be only one Japanese
in the next 1,500 years.



symbolized expression of increasing in the burden of
Insurance premium on the working age generations
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50 years ago recently and in near future in 2050
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toss into the air-type cavalry battle-type shoulder riding-type
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Orecession ——> decrease of income, increase of the

(stagnation of unemployed, irregular workers and

the economy the working poor

323;322;@“ _s decrease or loss of the profits obtained by
investing pension fund

4

decrease of tax revenue and insurance premium,
unexpected negative influence on pension fund
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decrease of payment rate of insurance premium in basic pension

— increase of non-recipients of pension in the future is more severe
problem than decrease of pension fund
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Maijority of working age generations harbor fears about the
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amount of public pension benefit they will receive in their future.
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R 73.5 45.0 25.3 23.8 21.5 17.0 12.6 2.8 2.7
20~297%; 57.5 341 385 232 330 71 208 51 37
30~397% 66.7 43.0 32.7 22.2 416 9.4 14.2 3.1 24
40~ 492 74.9 473 27.1 255 255 12.9 14.2 19 26
50~ 64 7% 81.6 48.5 16.2 23.8 o.7 26.2 8.2 2.3 2.5
St 71.8 41.3 27.2 26.0 18.2 17.7 14.7 3.3 2.7
&iE 752 485 235 216 24.7 16.3 10.7 2.3 2.6

Percentage of those who reply that | feel uneasy whether the amount of
public pension benefit is enough or not for old age life exceeds 70%.

Hit: T 2REZXZHGHAICEITIEAFAERSE IEEFTBE. 20105 ,

Source: Opinion Survey on Social Security, Ministry of Health, Labour and Welfare,

2010.
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=@ generational equity debate

BEFEw (BERFETZ20) OMERBICHIIBiEEEB0ORRF
Inter-generational relations between premium and benefit

Yearof bith 1940 1950 1960 1970 1980 1990 2000 2010
age 70 60 50 40 30 20 10 0
(OA0ESN | 10508EN | 1060EESN | 1070RESN | 0B0EAFN | 100EEFN | D00EEEN | D10EAEN
(010%708) | (010%60) | (01025059 | (010%08) | (2010%30) | (0102080 | (010%108) | 2010%508)
(005808 | (201568 | (0I5EMeR | (035 5w | 0A5SERD6r | (055606 | 20655808 | 207566808
TRAl | CHRl | ERl | ARl | HR | BB | ChB] | A
(a) premium | FREEEE|  900FM | 13005M| 22005M| 32005M| 45005M| 59005 77005 98007M
ESRRAE | 5500%M| 520078 6,2007H
(b) benefit P o e 8,000 | 10,4005 | 136005M | 176005 | 2250058
e
@)/ (o) | TERALE 63 39”) 29F‘/2.51%.‘ 23| 238 2.31%\2.3{*&
Oomia | \GSIE| 34 28#\ |~

on a couple household. unit: 10,000 yen
Source: Ministry of Health, Labour and Welfare, 2012.



1 AN&ET-Y Z23E & BB Benefits and burden from/of pension per capita
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Source: Economic and Social Research Institute(2012), ESRI Discussion Paper Series

No.281, Cabinet Office, Japan. NEMFEFR ST
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Lifetime net benefit rate (Employees’ pension. Total of male and female)
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17.5% ) O O O o
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16% | 3% 17.0% 17.3% Lifetime premium rate
Q 16.4% - 12.0%
14% - =90, 15.5%
4 13.3% e 11.2% e . - 8.0%
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E% ] - [ ] L]
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(% 4F)
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The Japanese government proposed the deflnlte plan as a countermeasure
to solve such problems in June 30, 2011. —» ° The Comprehenswe
reform of the social securlty and taxation systems”
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Four priority issues of the reform of social security

(D Measures for the support of children and child raising and employment
of young people

@ Reform of medical and long-term care services, etc.

® Pension reform

@ “Measures against poverty and income inequality (multilayered safety
net)” and “measures for low-income earners” as cross-system issues
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Related to the pension

O To promote discussions and environmental
Improvement for a national consensus and to strive
for the realization of the “establishment of new
pension system”

- Earnings-related pension (social insurance system)
and minimum-guaranteed pension (tax financed)

< (continued)
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O To improve the current system in line with the right direction
of pension reform

- To strengthen the minimum-guarantee function and to review
the pension for high-income earners

- To expand the application of the employee’s pension to part-
time workers, to review the system of No.3 insured persons,
to review the old-age pension for active employees, to
exempt payment of insurance premium during the period of
child-care leave, and to unify employees’ pensions

- To examine the macroeconomic slide, increase in the pension

eligibility age, and increase in the upper limit of standard
remuneration #t<(continued)
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O To rationalize operations
(to improve operations and systems)

1}

From the reflection of experience of great loss of pension
resources and pension record problem caused by
careless operations of the former Social Insurance

agency.
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Are revenue resources for the reform enough? Fioi
deficit
Total =Total
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TRIFTBRLEERA S 1&Y Throughout the reform, the additional

costs (public expenditures) required
for strengthening functions
+ 2.7 kmigre

(simultaneous implementation of
HAERBOLELL :
SOHARMHEETS

enhancement and rationalization) are
estimated at about 2.7 trillion yen;
+10.8 kmieE
CHREESIE 2 501

the approximate plan for 2015.
For Basic pension @

(24 i - 25 FBOMENT SaliReD The costs additionally required
(public expenditures) for each area
Geiigneatiolighu bl in 2015 is estimated as follows:
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|) Children and child raising :
about 0.7 trillion yen
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services, etc.: about 1.6 trillion

0.8 tr|II|on yen

All for financial source of social

. en
rit y : -

_ secunty . _ lIl) Pension: about 0.6 trillion yen
raise the Consumption tax rate (national (for Additional amount for low-
and local) in stages to 10% from 5% by income earners and the disability
the middle of 2010’s. Expected increase basic pension, and for shortening

in 2015: 12.8 trillion yen of the eligibility period)
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Consumption tax rate will be raised for secure
revenue sources from current 5% to 8% in April 1,
2014 and to 10% in October 1, 2015, but there is
the opinion that it seems to be necessary to raise it
16% to 20% in order to cover necessary
expenditure for social security and to secure stable
revenue sources.
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Expected influence of rise in the consumption tax on household
economy estimated by Noda Cabinet in September 2012.
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Everybody knows it is extremely difficult to solve
the problems with which the current Japanese
pension system is faced. Because the following of
all presuppositions which make the pension
system function effectively have broken down.
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Presuppositions/conditions that pension system under the
social insurance method function effectively

OOarwWN-=-

00

. Pensioners are absolutely fewer than premium payers.

. The pension receipt period of pensioners is not so long.

. High labor force participation ratio and many premium payers.

. Total fertility rate is on or over the level of population replacement.

. Stable economic growth.

. Business activities of companies are full of vitality and companies do

not worried about the burden of their share of insurance premium.

. Sound national finance.
. Citizens believe the pension system and are in favor of the system.
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It is very difficult to recover such presuppositions. Because
existing problems with which the Japanese pension system
face are resulted from two cumbersome phenomena of
population ageing with low fertility and population
decreasing and long-term recession. Especially because
ageing of population with low fertility and decreasing in total
population are the unavoidable and logical conclusion
which human has held by exchanging for “longevity and
affluent life”, realized by the high industrialization, that are
human’s strong desire of long standing.
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Analytical framework for the study
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One year reduction of
the years required for
graduation from a
university
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Devising of curriculum
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Lightening parents’
economic burden

—>» Increase of birth rate

Earlier participation
to labour market

their old age and

v

Earlier preparation for

increase of saving

Earlier recruitment of
working population
as well as tax and
insurance premium
payers

Positive effects on labour
force population, pension
fund and national finance
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how to use of the budget — should be investigated radically
soon and the government is expected to get rid of waste,
and reconsider a budget allocation. Problems facing pension
system may not be soIVe_d by merely fiddling about with the
pension system, and _I-think and believe that world peace
and security are more important than anything to realize the
true reform of the pension system.







