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Two Components Analysis for The Consolidation of
Japan’s Social Security Pension Funds
- Financial Assistance from EPI to NP and
Securement of National Subsidy -

HIZU Takayuki*

Abstract

In Japan, the benefit level of Social Security Pension Systems has been decided to be accommodated
to the limited financial resources through the “Automatic Adjustment”. The last year of Automatic
Adjustment for National Pension (NP) and that for Employees’ Pension Insurance (EPI) are calculated
separately because the fund for NP and that for EPI are independent, and a lot of literatures have pointed out
that the benefit level of NP is decreasing due to the longer period of Automatic Adjustment.

This study utilizes both deterministic projection and stochastic projection, and analyzes how much
the benefit levels would be impacted by calculating the last year of “Automatic Adjustment” under the
assumption that Japan’s government consolidates the fund for NP and that for EPI into one. Furthermore, this
study divides the effect of the consolidation of the funds into two factors (the financial assistance from EPI to
NP and the securement of the national subsidy) and evaluates each components. The result shows that the
benefit level would be improved close to the level with realizing both of two factors even if we only achieve the
securement of the national subsidy. Furthermore, the result shows that the members of EPI would enjoy the
higher benefit from the increase of NP level even if EPI supports NP and there is no national subsidy increase.
We have also reaffirmed that the economic recovery is mandatory for the future pension funds by reviewing
stochastic projection under the low economic growth assumption.

Keywords : Japan’s Social Security Pension System, Consolidation of Pension Funds, Stochastic Projection
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