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1. FY 2019 Financial Verification of the public pension
(1) Japanese pension system

◼ Japanese pension system has the three-floor structure.

◼ Private pension on the 3rd floor are voluntary systems operated by companies and individuals and 
generally provide fixed pension without an indexation. Lifetime pension is rare.
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➢ Increase in insurance premiums (Set upper limit)

➢Utilization of the reserve fund

➢Raising the national subsidy rate

➢ Introduction of the modified indexation

as an automatic balancing mechanism                                                  

(Macro-Economic Slide)

1. FY 2019 Financial Verification of the public pension
(3) Financial Verification of the public pension

◼ Japanese public pension has shifted from DB-basis to DC-basis in 2004.
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 Financial Projection

 Macro-Economic Slide Outlook

FY 2019 rate; 61.7%       =   (JPY65,000*2 + JPY90,000) / JPY357,000

If the replacement rate is expected to fall 

below 50% by next Financial Verification 

(five years later), the government is 

required by the law to examine how the 

benefits and burdens should be provided.

Source: Ministry of Health, Labour and Welfare, FY 2019 Financial Review, (2019)
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1. FY 2019 Financial Verification of the public pension
(4) Summary of FY 2019 Financial Verification

◼ The replacement rate in FY 2019 was 61.7%, and in FY 2024 it will be 60.0% to 60.9% depending 
on each economic growth and labor participation.

◼ FY 2019 rate exceeds 50%, so no legal action is necessary at this time.
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1. FY 2019 Financial Verification of the public pension
(5) Option Trial

◼ In the case of low economic growth and labor participation, or if the replacement rate of 50% is not 
sufficient for the elderly, what kind of reforms will be necessary in the future?

◼ Option Trial is the basis for discussion and suggests a reform plan.
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1. FY 2019 Financial Verification of the public pension
(6) Option A

◼ Option A is Further Expansion of the EPI coverage.
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50.8%
(Case III, FY 2047)

The replacement rate

The replacement rate The effect

A-1

Extending the coverage to non-regular employees 

working on the same conditions as the current provision 

except for the size of the workplace (with no more than 

500 employees) > About 1.25 mil. expansion

51.4% + 0.6%

A-2

Extending the coverage on the same conditions as the 

current provision except for the size of the workplace 

and the monthly salary > About 3.25 mil. expansion
51.9% + 1.1%

A-3

Extending the coverage to the non-regular employees 

earning no less than JPY 58,000 per month including 

students and those working for the workplace for less 

than a year > About 10.5 mil. expansion

55.7% + 4.9%

Source: Ministry of Health, Labour and Welfare, FY 2019 Financial Review, (2019)



1. FY 2019 Financial Verification of the public pension
(7) Option B

◼ Option B is Prolonging the contribution period and Raising the age limit for the deferral.
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50.8%
(Case III, FY 2047)

The replacement rate

The replacement rate The effect

B-1
Prolonging the NP contribution period from 20-60 to 20-

65
57.6% + 6.8%

B-2
Elimination of reduction adjustment for employees aged 

65 or older
50.4% - 0.4%

B-3
Raising the upper age limit of the EPI contribution 

period from 70 to 75
51.1% + 0.3%

B-4
Raising the age limit for the deferral of starting to 

receive the old-age pensions from 70 to 75

ultimate

95.2%

ultimate

+ 44.4%

Source: Ministry of Health, Labour and Welfare, FY 2019 Financial Review, (2019)



2. Current Situation in the work environment for women 
and elderly
(1) Changes in the employment rate
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◼ The total population is expected to decline, but the number of employees is expected to decline 
moderately.
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2. Current Situation in the work environment for women 
and elderly
(2) Changes in the life expectancy
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◼ The life expectancy in Japan is expected to increase further.
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2. Current Situation in the work environment for women 
and elderly
(3) Health status and willingness to work
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◼ The elderly is about 5-10 years younger than 10-20 years ago.

◼ Also, about 80% of age 60 and older who are currently working are willing to work longer until they 
reach 65 or can work regardless of age.

42% 4% 11% 22% 14% 7%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

The willing to work longer

As far as
possible

Up to
Age 80

Up to
Age 75
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Others

Source: Japan Sports Agency, Physical Fitness and Exercise Capacity Survey, (2018) / Cabinet Office, Survey of Elderly People's Attitudes toward Daily Life, (2014)
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3. Current Situation in private pension
(1) Changes in corporate and individual pension
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◼ Defined Benefit corporate pension (DB) was established as a scheme to succeed tax-qualified 
pension plans and the employees' pension fund.

◼ Defined Contribution pension (DC) was established as a new scheme, not savings, referring to the 
U.S. 401(k).
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3. Current Situation in private pension
(2) Trends in DB and Corporate DC

◼ Many companies have maintained their DBs by abolishing lifetime pension and lowering pension 
benefit rates. Some small and medium-sized companies have given up on DB.

◼ The main cause is the market deterioration.
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3. Current Situation in private pension
(3) Retirement Benefit Plans’ Coverage

◼ The smaller companies, the lower coverage.

◼ In recent years, the coverage has declined in all categories with a significant decline in categories 
with fewer than 300 employees.
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3. Current Situation in private pension
(4) Individual DC (iDeCo)

◼ Given the difficulties in managing corporate pension, the government has been promoting the 
establishment of individual DC (iDeCo), where individuals can choose to save. Currently, all insured 
persons of NP are eligible to participate.

◼ The main merit of iDeCo are the three tax advantages.
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◼ iDeCo participants has gradually increased since introduced.

◼ However, there are still many non-participants especially among young people.
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3. Current Situation in private pension
(5) iDeCo participants



4. Future Issues

◼ The main issues of public pension, private pension and work environment are as follows.
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◼ Public pension

◼ Work environment

◼ Private pension

➢ Sufficiency of benefits (The replacement rate must be 50% or more) is ensured for the time being. However, the 
replacement rate will decline in the future.

➢ To address, further promote economic growth and labor participation. Conduct Optional Trial in response to changes 
in the social economic environment, and discuss and reform. 

➢ Given the social economic environment in which small and medium-sized companies and others have given up on 
corporate pension, it will be difficult for corporate pension coverage to recover. In addition, there is strong opposition 
from companies to the enforcement of compulsory measures, which is not realistic.

➢ iDeCo has plenty of room for expansion. However, it is not expected to spread widely because it is voluntary.

➢ The elderly are healthier and more willing to work longer. However, it is unclear whether there is a desirable way of 
working.

➢ To address, the government should take the lead in creating the employment environment for people up to the age 
70 or 75, as well as 65.



5. Solutions in Japan

◼ In order to promote private pension, it is necessary to establish a scheme that is as enforceable as 
possible.

◼ "Auto Bridged Pension" as a scheme to solve the problem of retirement income are as follows.
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③ Return the investment
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④ Participants' withdrawal

from the DB is possible

⑤ Participants transfer their assets to iDeCo once a year automatically

⑥ Tax Refund (Premiums are deductible from income)

① Applies to all employees

⑦ Investment gains are tax-free

⑧ Benefits are deductible from income

Bridge from corporate pension to individual pension
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◼ Three Areas (Public pension, Private pension, Work environment) vary by each country.

◼ If the burden is too high in one area, the overall balance would be lost. The reform of the three 
areas should be conducted according to the social economic environment.

◼ What is needed is for the people to understand how to allocate the burden in the three areas.

◼ Actuaries should be actively involved to ensure that discussions are conducted properly.
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6. Suggestions to other countries
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See you in Tokyo!
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