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1. DECLINING POPULATION IN JAPAN 



Population in Japan 

According to the latest census, 
Japan‘s total population on 
October 1, 2015, was 127 million 
person. Population in Japan began 
to decrease from 2008. 

Japan’s population was about 84 
million in 1950, exceeded 100 
million in 1968. The total 
population has increased by 1.5 
times for half a century.  

 

 

Total Population and Population Growth Rate : 1872-2015 



Population Projections 

 From 2010 year, about 250 thousand population has decreased in each year. 

The government projected that the number of total population will be 86.7million 
people in 2060 from 128.7 million people in 2010. In other words, almost 40 million 
people (about one third) will be lost in Japan. 



Causes of Population Decline: Decrease of TFR 

# of Birth < # of Death 

Net migration is almost zero. 

Transition in TFR and # of Birth 



Very Low Fertility in Japan 



Decreasing TFR in Asian Countries 

In 1970, max: Cambodia 6.47, min: Japan 2.14 

In 2014, max: Cambodia 2.64, min: Korea 1.21  



Foreign Population in Japan 

Source: OECD(2015)” International Migration Outlook 2015” 

On average, immigrants accounted for a little less than 13% of the population in 

OECD countries in 2013, 3 percentage points more than in 2000 (Figure 1.11). 

Some Problems about Immigrant Policy 

 Social Conflict/ school, housing, community, crime 

 An extra Burden of Social Security : public assistance, health insurance so on. 

 Reduce the wage and decrease the opportunity of employment for unskilled labor 

 Illegal immigrant  



Aging in Japan 



Life expectancy is the expected number of years 

of life at birth in the statistical meanings. 

Aging in Japan 
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Aging means more social expenditure and heavy burden 

to young generations. 

support ratio = population of  20-64 years 

                                   / population of 65 years and over 



Issues of Population Decline and Aging Society 

 Economic Growth and Labor Market 

→Decrease in the labor force, savings rate decline, technological progress slowed etc. 

Sustainability of Social Security System 

→Increase in social security benefits, securing financial resources, intergenerational fairness, etc. 

Social (less) Diversity 

→Maintenance of community, social vitality, etc. 

Changes in Regional Structure 

→Rapid aging in local area, limited villages (Facing depopulation and isolated economy) 

Changes in Family Structure 

 

 

 



2. CHALLENGE FOR ECONOMIC GROWTH 



Population decline and factors of economic growth 
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Economic Growth from the Post-War 

Two Times of Economic Structural Change in Japan; 

  The First Oil Shock in 1973 and Collapse of Bubble Economy in 1992 

Demographic Onus: Demographic change has a negative 

impact on economic growth 



Prediction of Labor Force in 2020 & 2030 
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Labor Policy for Elderly 

A mandatory retirement system  

 An employment contract is automatically terminated when the employee reaches a certain age.  

 In the past, many companies tended to set a retirement age of 55, but an amendment of Japan’s law in 1994 
(enforced April 1, 1998) legally prohibited a company from setting a retirement age of lower than 60. 

An amendment to the Act on Stabilization of Employment of Elderly Persons  in 2004 obliges 

employers that have set a retirement age of lower than 65 to introduce any of the following 

measures so as to secure employment for employees until the age of 65. 

Aging and Decrease Labor Force due to Declining Population 

(1) Raise the mandatory retirement age. 

(2) Introduce the continued employment system.  

(3) Abolish the mandatory retirement age. 

Source: HP of MHLW 

June, 2015 



Support for Employers Concerning Elderly Employment 

Grants for the Stable Employment of the Elderly 
Counseling and Assistance by Advisors on Employment of 

the Elderly 

JEED: Japan Organization for Employment of the Elderly, Persons with 

Disabilities and Job Seekers 

From JEED HP http://www.jeed.or.jp/english/elderly/index.html 



Ensuring of Various Employment Opportunities of the Elderly 

From Japanese Government “The Japan’s Plan for Dynamic Engagement of All Citizens” 



Japan was known as high saving country before 90's. 

However, in present Japanese saving rate is very low. 

Aging Decreases the Saving Rate 

Why is there negative relationship between social expenditure 

and saving rate? 

   More support for elderly by social expenditure makes private 

savings decrease. Increase of social expenditure for elderly provides 

large budget expenditure of government and decrease public savings. 



Population and Technological Progress 

If we had more population, the chance of appearance of great innovator 
would increased. 

If we had more population, the opportunity of intellectual interchange 
with diverse human resources would risen and it would promoted 
technological progress. 

By population reduction, it decreases the collective force of society or 
firms. 

By decreasing young labor force, the creativity and aggressiveness 
would lost in society. 



 This figure shows that there is negative relation between productivity (multifactor productivity published by OECD) and 

aging. This statistical result was tested by fixed effect analysis using OECD panel data about 20 countries, from 1985 to 

2012 year. 

 If this relation between aging and productivity is robust, we are very pessimistic about the future productivity in Japan. 

Aging and Productivity 



How to Increase Productivity 

IoT and Big Data 

 Rapid technological innovation in IT is 

increasing the amount of accumulated data 

and expanding the range of applications for 

data. New added value is being produced in 

a cycle of data acquisition, analysis, and 

processing, changing competing areas in 

various fields. 

Source: METI, the White Paper on Manufacturing Industries, 2015 

Globalization 

After controlling industry attributes, firm age and size, we find 

that positive correlation between TFP level and (1) export 

intensity, (2) overseas investment ratio, (3) R&D intensity, 

and (4) investment in ICT. 

Source: METI, White Paper on International Economy and Trade 2013 



3. SOCIAL SECURITY CRISIS  



Increasing Social Security Expenditure 

in 2013, 110.7 trillion yen and 22.9% to GDP Future projection of costs required for social security  

Trillion yen 



Structure and Coverage of Japanese Pension System 
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The level of coverage, the proportion covered by mandatory pension schemes, in non-

OECD economies ranges from 55.4% in Hong Kong to only 3.1% in Pakistan, for the 

population aged 15 to 64. In contrast the OECD average is 64.7% and is as high as 

75.0% in Japan. For the labor force the non-OECD economies range from 78.9% to 

10.3%, whilst the OECD average increases to 85.6%, with Japan again highest at 95.4%. 

Source: OECD ” Pensions at a Glance Asia/Pacific 2013” 

Structure of Japanese Pension System  



Source: HP of MHLW 

2004 Revision of Pension Scheme 
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 Reducing benefits by Macro-Economic Slide 



Health Care Spending and Aging 



International Comparison with Health Care Cost 

28 
Source: OECD “Health at a Glance Asia/Pacific 2014”, p.81 
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Source: HP of MHLW 



Source: HP of MHLW 



Very Low Contribution for Social Expenditure 

Source: MOF HP “Japan’s Fiscal Condition FY2016” 



GDP Growth Rate and the Social Expenditure in OECD Countries 



Due to expand Social Security Expenditure… 

 The amount of increase of public debt is about 664 
trillion yen from 1990FY to 2016FY. 

 The increase deficit is mainly due to increase of 
expenditure, and the amounts of increase of 
expenditure are decomposed to social security 
expenditure and public works. In recent years, aging 
increased the social security spending. 

Source: MOF HP “Japan’s Fiscal Condition FY2016” 



Generational Inequality 

Source: Industrial Structure Council Basic Policy Committee Interim Report, 2011, p.20 



4. POLICY FOR LOW FERTILITY 



Causes of Declining Fertility 

1. The Change of Marriage Behavior 

1) The first marriage age of bride has been delayed.  

  The average of  the first marriage age of bride was 25.2 years in 
1980 and was 29.4 years in 2015. 

2) The Change of Marital Status  

  The ratio of currently married women to total population at 25-
29 years was 24.0% in 1980 and 59.9% in 2010. 

2. The Change of Economic and Social Conditions 

1) The cost of having children increased (including opportunity 
cost). 

2) Compatible support systems of child care and the job for 
married women are insufficient. 

3) The change of values for marriage and having children. 

4) The employment conditions of youth deteriorated.  

The mean first marriage age of bride is rising 

rapidly in recent years. 



Policy for Low Fertility 

Economical Support – Child Allowances 

1)For persons earning incomes below the income cap  

・Under 3-year-old: 15,000 yen per month (about 120 dollars/month). 

・Over 3-year-old and elementary school students :  10,000 yen per month (for the first 
and the second children), or 15,000 yen per month (for the third and subsequent 
children). 

・Junior high school students: 10,000 yen per month.  

 2)For persons earning incomes no less than the income cap  

 Special Interim Allowances (stipulated in the supplementary provisions of the Child 
Allowance Act) 5,000 yen per month. 

The income cap is set at 9.6 million yen (for families with a parent and two children) 

37 



Policy for Low Fertility 

Promoting Support Balancing 
Work and Child Rearing 

1) Child care leave system 

2) Quantitative expansion and security of 
day-care services  

• Elimination of wait-listed children  

• Support for community-based day-care 
services  

• Quality improvement of education/day-
care services 

 

 

 

 

 

 

Note! Almost male doesn't 

take a child care leave!  



The Relation between Female Labor Participation and TFR 

26 OECD Countries in 2011 

Countries with higher labor participation ratio of 

women in 25-54 years old has higher fertility rate. 
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47 Prefectures in Japan  in 2010 

Prefectures with higher labor participation ratio of 

women in 20-49 years old has higher fertility rate. 



The Relation between Female Labor Participation and TFR 

Japanese Municipalities in 2010 



The Relation between Female Labor Participation and TFR 

OECD Countries from 1980 to 2011 ASEAN Countries from 1990 to 2014 



The Relation between TFR and Social Expenditure for Family 

This analysis shows that higher level of social expenditure for family is corresponding 

with higher TFR.  In other words, the policy for family assistance to improve birth rate is 

effective in general. In particular, transfer in kind, such as support for day care center, is 

effective to raise birth rate compared with transfer in cash. 

28 OECD Countries in 2009 
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Transfer in Cash and in Kind (OECD Countries) 

43 

In-cash (including both 

child-related cash 
transfers and tax breaks) 

against in-kind transfers. 

 

These transfers are for 

families, and the indicators 

are public expenditures of 

those as a share of GDP.  

Source：Förster, M. and G. Verbist (2012), “Money or Kindergarten? Distributive Effects of Cash Versus In-

Kind Family Transfers for Young Children”, OECD Social, Employment and Migration Working Papers, No. 135 



The Desirable Birthrate of 1.8 by New Abenomics 

(The Desirable Birthrate) 

We will enable each individual to make their hopes 

of marriage or childbirth come true. It never means 

that a nation will recommend that people get 

married or give births even when they do not want 

to do so. 

 

(1) The empowerment of women, (2) Enhancement of 

supports of marriage, (3) Supports for youths and 

families with small children, (4) Improvement in the 

environment enabling three generations of a family 

to live under one roof or nearby each other for 

mutual assistance in childcare, (5) Supports for 

activities of children and youths having difficulties in 

smoothly leading social lives. 



Population Forecast in Very Long Term 



What is the meaning of promoting birth rate by government? 

The policy of raising birth is not quick fix tools to deal with  
reduction of burden of social security or decrease of labor supply 
in short term, but the policies which are related improving birth 
rate is needed to increase population for our society in long term. 

→Not for immediate effects, but for long-term sustainability. 

In addition, the improvement of quality of women’s working 
style and the support for flexible labor supply are also important 
reasons. 

Furthermore, we are now a stage to consider to accept foreign 
immigrants. 

 



Concluding Remarks 

We cannot avoid aging and population decrease, and these 
affect the Japanese society and economy in the present and 
future. 

Our social security system faces the financial crisis, and that is 
the main cause of the Japanese huge public debt. 

For sustainable growth, we should tackle the structural reform 
about social security and public finance, and promote the 
economic growth. 

In order to sustainable economic and social growth, we 
should improve the birth rate to 2.07 in the future. 
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Thank you for your Attention 


