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Effectiveness of Public Pension Revisions Considering
the Risk of Economic Fluctuations

NAKASHIMA Kunio™' and KITAMURA Tomoki**

Abstract

This study analyzes the downward risk of future benefits level of public pensions in Japan using a
simulation model in which inflation rates, wage growth rates, and investment returns are stochastic variables.
Based on the economic assumptions used in (1) the financial verification of the Ministry of Health, Labor and
Welfare in 2019, (2) the pension system revision in 2016, (3) the revision for expansion of the participants in
the employees’ public pension and that of extension for enrollment periods in the basic pension considered in
the 2019 financial verification, and (4) the effect of full application of the automatic balancing mechanism are
examined. We find that the expansion of the participants in the employees’ public pension increases the
benefit level of the basic pension, but its downward risk tend to increase. However, the extension for
enrollment periods in the basic pension by combining the expansion of the participants in the employees’
public pension mitigates the downward risk. No additional effect is observed when the full application of the
automatic balancing mechanism is combined with the two revisions. For the benefit level of the employees’
pension, the effects of these revisions are limited.
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