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Puplic Pension Benefits and! These GDP Ratio under the MHLEW: s Estimation

(1>

1) (2) (3) 4) (5) (6) (1) (8) 9) (10) (11) (12) (13)
Tota! Beneﬁ.t of .IIE-Z::ilnz:feﬁt o . Total Reserve Reserve

GDP Beslc !Denslon BP Related 2nd-tier  |Total : Benefit  |Fund Reserve Fund Fund of Reserve  [Total Reserve [Total Reserve

year (mcludln.g Gov. | /GDP Pension(2nd- /GDP Benefit |/ oop  |ofEP of EP/GDP |\ p /Gpp  |Fund of NP |Fund Fund/GDP
Subsidy) tier)
(Trillion Yen) (Trillion Yen) (%) (Trillion Yen) (%) (Trillion Yen) (%)|  (Trillon Yen) (%) (Trillion Yen) (%) (Trillion Yen) (%)

2005 504.6 16.8 3.33 20.8 4.12 31.6 1.45 163.9 32.48 10.8 2.14 174.7 34.62
2010 544.9 19.8 3.63 24.5 450 443 8.13 156.0 28.63 11.0 2.02 167.0 30.65
2015 979.5 23.1 3.99 26.3 454 49.4 8.92 162.5 28.04 13.8 2.38 176.3 30.42
2020 609.9 25.2 4.13 26.8 4.39 52.0 8.53 186.3 30.54 17.9 2.93 204.2 33.48
2025 658.9 21.2 4.13 21.8 4.22 55.0 8.35 223.1 33.86 232 3.52 246.3 37.38
2030 708.9 30.2 4.26 30.1 4.25 60.3 8.51 266.6 37.61 29.2 4.12 295.8 41.73
2035 751.5 34.5 4.59 33.3 4.43 67.8 9.02 306.1 40.73 34.7 4.62 340.8 45.35
2040 776.3 400 5.15 31.5 4.83 715 9.98 330.1 42.52 38.7 4.99 368.8 47.51
2045 800.5 448 5.60 40.7 5.08 85.5 10.68 338.0 4222 41.0 5.12 379.0 47.35
2050 835.5 49.1 5.88 434 5.19 92.5 11.07 335.0 40.10 420 5.03 3710 4512
2055 878.3 52.6 5.99 455 5.18 98.1 11.17 325.6 37.07 422 4.80 367.8 41.88
2060 931.8 55.6 5.97 474 5.09 103.0 11.05 3144 33.74 419 450 356.3 38.24
2065 984.7 58.6 5.95 49.3 501 107.9 10.96 301.2 30.59 41.1 4.17 342.3 34.76
2070 1036.2 61.7 9.99 51.5 497 113.2 10.92 284.4 21.45 39.7 3.83 324.1 31.28
2075 1090.5 64.9 5.95 53.8 4.93 118.7 10.88 263.2 24.14 31.7 3.46 300.9 21.59
2080 1153.0 68.2 5.92 56.2 487 124.4 10.79 2319 20.63 35.2 3.05 2731 23.69
2085 1224.7 1.7 5.85 58.9 4.81 130.6 10.66 209.1 17.07 32.3 2.64 2414 19.71
2090 1308.0 754 5.76 61.8 4.72 137.2 10.49 178.4 13.64 29.0 2.22 2074 15.86
2095 1401.2 79.3 5.66 64.9 4.63 144.2 10.29 147.0 10.49 254 1.81 1724 12.30
2100 1503.4 83.6 5.56 68.2 4.54 151.8 10.10 115.1 7.66 21.6 1.44 136.7 9.09

Source: Author's Calculation based on MHLW's Projecion (http://www.mhlw.go.jp)
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2050 = 0D
TERIE: .
Fi{if:1.387
{E432:1.103
=12:1.625
Assuming TERS
after 2050 are
middle:1.387
low:1.103
high:1.625
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contributons)

Year of Birth 1935 1945 1955 1965 1975 1985 1995 2005
Age at 2005 70 60 50 40 30 20 10 0

s = Suibbugens 680 1200 | 1900 | 2800 | 3900 | 5100 | 6500 | 8000

P (10,000 yen)

C &

o — ;

g E’;a(;o%e"eﬂt 5600 | 5400 | 6000 | 7600 | 9600 | 12,000 | 14900 | 18300

58 ,000 yen)

- O

é (EU B/C Ratio

& E (excluding employer’s 8.3 4.6 3.2 2.7 24 2.3 2.3 2.3

ES contributons)

g B/C Ratio

a (including employer’s 415 2.3 1.6 1.35 1.2 1.15 1.15 1.15
contributons)

s gL SgigPsons 830 1500 | 2500 | 3700 | 5100 | 6600 | 8300 | 10300

£ (10,000 yen)

=

E % Total Benefit

0 o 5,200 4,900 5,500 6,800 8,600 10,700 13,300 16,400

-t (10,000 yen)

£ §

= B/C Ratio

§ § (excluding employer’s 4.7 2.6 2 1.9 1.7 1.6 1.6 1.6

2 5 contributons)

3

§ B/C Ratio

a (including employer’s 2.35 1.3 1 0.95 0.85 0.8 0.8 0.8




Eigure 1. “Net Pension Liabilities”
of the End of the EY 2004

Based on the Rate of Investment Return, 3.2%0

(Based on the Increasing Rate ofi Nominal Wages, 2.1%0)

Gov. Subsidy for future Liabilities
=¥190(¥340)

Gov. Subsidy for Past Liabilities
=¥150 (¥190)

Future Contributions
=¥1,200 (¥1,830)
of which attributable to 13.58%
=¥920(¥1,390)

Revenue from Reserve Fund
(Drawing out and Investment Returns)
=¥160(¥260)

Future Liabilities
=¥970 (¥1730)
of which the 2nd Floor
=¥600 (¥1050)
and Basic Pension
=¥370 (¥680)

Past Liabilities
=¥740 (¥900)
of which the 2nd Floor
=¥430 (¥520)
and Basic Pension
=¥310 (¥380)

Future Contributions

Past Liabilites




I, Integrating The National Pension
and Employees’ Pension; Systems

Integrated new pension
system
(earnings-related)

i Basic pension

ension paid out of the national

% The current national pension and employees? pension systems are integrated into a new pension
system based onjearnings-related pensions.

* While minimumi security pensions are paid out of the national treasury oni the basis ofi the assistance
principle for these recipients whoe cannoet afifiord to live on their earnings-related pensiens alene.

Advantage:
@ N\eutrality to the subscriber’s choeice of occupation

@ The burden on the national treasury for the payment based on the assistance principle couldibe maintained at a low
levell teward the future.

Disadvantage:

@Because it would entail a significant change: in the current pension; system’s framework, the costs relating to the
transfier tor the new: system might be prehibitively high.

@ There is a possibility that differences may remain between different industries with respect tos their ability to
ascertain the incomes of the workers contributing to the pension system.
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I. Paﬁing Basic Pensions out of
TThe National freasiir/

Earnings-related Employees’ pension
component (second-tier)

nsion paid out of the national

* dst-tier : Minimum livelihood security based on the assistance principle. The .
revenue source from the government's general revenues or collection of taxes for this
EXPIESS PUrpPeSe

* 2"d-tier: Earnings-related benefiit based on the insurance principle.

Advantage:

@Sccurable for the payment of pensions for the zereo-income and low=income: layers;and: for
Categony-3iinsured without altering the current two-tier structure.

@ The assistance principle could be eliminated! from the relationshipr between| contributions;and
benefits under the second-tier premiums andia well-defined benefit scheme based exclusively on
the insurance principle could be designed.

Disadvantage:
@the burden on the national treasury might prove to be too high because basic pensions based
on the assistance principle would also be paid te the high-income layers. 11
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