j('[- National Institute of Population and Social Security H_eégamhp O 1 1 C y

EiSEE-AOMERE 0200 0000 <00

1n Japan
- Progress and
Challenges

Prof. Akira Morita

National Institute of Population

and Social Security Research, Japan

Presented at
INTERNATIONAL SOCIAL SECURITY CONFERENCE 2015

19th & 20th May, 2015
At Berjaya Times Square Hotel, Kuala Lumpur, Malaysia



Outline

1. Progress of Aging

2. Public Pension Reforms and Elderly
Employment Law Reform

3. Socioeconomic Status of the Elderly

4. Summary Conclusion



(millions)

140.00

120.00

100.00

80.00

60.00

40.00

20.00

0.00

Japan will rapidly age with fewer children

[00-14 [115-64 [C165andover =—e=% of age 65+

Total Population and ratio of age 65+
127.3 million

. 116.6million 39.90
increase
31.90 +4.95mil. 36.85 /
/31‘.60/ 86.7milllion
25.10 / decrease
—" -2.21mil.
34.64
decrease
79.01 -11.28mil.
67.73 Decrease
rapidly
-23.55mil. 44.18
16.39 12.04 7.91
2013 2030 2060
Number of birth per year (TFR)
1.03mil. 0.75mil. 0.48mil.
(1.43) (1.34) (1.35)
X1

Source : For data up to 2010, Census data by Statistics Bureau of Ministry of Internal Affairs and Communication
(http://www.stat.go.jp) . For data from 2030, “Population Projections for Japan”, IPSS, 1 Vital Statistics (2013), MHLW
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Increased burden on working generation’s shoulders

Concern for the burden of tax and social security condition by the younger generation raised the public support for
“Comprehensive Reform of Tax and Social Security”, initiated by the government in late 2000’s.
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As for the public pension, however, the major “overhaul” from actuarial point of view, including the introduction of the
“macroeconomic indexation”, has already been introduced in 2004 reform. Today’s topic, “raise of the eligibility age” haz?
already been introduced in a gradual manner before the 2004 reform.




History of the raise of pensionable age

Japanese public pension system is
composed of three tiers, of which the first
and second tier is mandatory for the
employee.

Raise of the pensionable age for the
“Basic Pension” (1 tier) started on April,
2001, under 1994 amendment of the law
for men (for women, started in 2006).
The raise has been introduced gradually
from age 60 to 65, and was completed in
2013.

Raise of the pensionable age for the
“Employees’ Pension Insurance” (2" tier)

started on April, 2013, under 2000
amendment for men (for women, starting
in 2018). The raise has been, and will be
introduced gradually from age 60 until
2025.

1854 Amendment

2000 Arnen dment

[ Schedule for Raising Pensionable Age

mmmmﬂ"

" b cwma o e
5 C

- Dom
- P 21000 ﬂﬁﬂqﬂm sadzrw Aol 1
e lﬁu-nn:buﬂ:puuh‘ 164
&0 years oid &5 years oid - :
Fraooe- | [e-nge: exmployee pessia] | om0n o -4
Fr20ia . ry
ﬂﬂﬂnﬂhﬂtpﬂ'ﬂhﬂ 1241 u=b =
e -lln = April 1, 1043 I
B0 & 55 years oid ) . =
years old y=ars old == ]
FY 2004 | id-age cmploye ' peaska| e ]
P08 Did-age basic persion] | 1642u=s -
- F - = April 1, 1045 2 &
50 years oid 62 years oid & years oid - : é &
- i B
— [-nge: exmployee= pemsia] | 0" B : 8
Py 2000 Oid-age basic persion] | 1042 u-8 )
il l r o Spril 1, TRET 3
50 years okd B3 yearsold 65 years old N - &
]
Fyaii- | I—mmm&mﬁl r:':"'q::._._ ;
Py basic 1047 sl
. l _Dit-age perskon| ST 3
50 years okd B4 years oid BS pmars oid . N
Framia | EE’""E‘ [id-age employzes’ Pkl Freots
Did-age basic 1045 =l
i April 1, 1053
&0 years oid & years oid - :
Feotta- | | [ge employee=! pessia |78 -
FY2015 PR Drid-age basic permsicny e B k
= 55 years oid - - &
years oid years old = A 2
Fraie- | [i-nge: exmployee= pemsia] | ==0n o ]
Fr2hia Mbﬂm 1= usl I
e e rF Apri b o
50 years oid G2 ymars cid ES years oid - i 2 ﬂ
. } &
Fromig- | | i oge empieyee pensia || TR N &
vl basic 1057 L=l 5
M N [ownge hasic pemsionf | 1=rien | B8 2
50 years okd B3 yearsold 65 years old - -4
Feotm- | | i nge employee pessir |=n o a
P24 basic 1=s Ut
N o |owoge bosc pemsion| | s §
&0 years okl E4yearsold 65 years cid 3 N -
o | T | —— L]
I i A 3
- |Mbﬂtw 105
&0 years oid &5 years oid

T r— T

. N s

T

R N
4B R U, D e T BT e 1

ppe——
LR

m
=
=
-]

=R Y

TS I
B LA a0y D DD D 0 DU

' :

-

Fr2nED



The age of retirement followed the raise of pensionable age

The rule for the retirement age has been amended following the changes of the public
pension system. Starting from April, 2013, companies are obliged to take measures to
secure elderly employment for everyone who desires employment until the age of 65,
as the raise of the pensionable age started at the same time.

Major changes in elderly employment rule

2000 (raise of the 15t tier would start in 2001 for men:; 2" tier still started at age 60)

Obligation to_ make an effort to secure elderly employment until the age of 65 by raising retirement age, etc.

s 2

(enforced October 1, 2000)

2004 (raise of the 15t tier would start in 2006 for women; raise of the 2" tier had been decided in 2000)
Taking of measures to secure elderly employment made a legal obligation to employers (enforced April 1,
2006)

Employable age raised from 62 to 65 by 2013

2012 (raise of the 2" tier would start in 2013)
Taking of measures to secure elderly employment (not necessarily raising

retirement age) for everyone who desires employment until the age of 65
made a legal obligation to employers (Enforced April 1, 2013)




Japanese seniors live longer

Average life expectancy at certain age (50, 65, 75, 90 years old) and
Average age whose life expectancy is equivalent (1960 standard)

Male Female
Average life expectancy Average life expectancy
Year : Year ~
50 f65 wl 75 90 « 50 ( 65 75 90
1960 22 4 116 6.5 2.6 1960 26.0 141 1.9 2.9
1990 28 4 16.2 95 35 1990 334 20.0 12.0 41
2010 314 18.7 114 42 2010 375 238 153 9.5
2030 335 20.6 131 5.1 2030 39.7 25.8 171 6.7
2060 355 223 146 9.9 2060 4171 217.1 189 1.9
Average life expectancy (1960 std.) Average life expectancy (1960 std.)
Year : Year S
50 65 75 90 ¢ 50 f 65 75 90
1960 50.0 65.0 15.0 90.0 1960 90.0 65.0 15.0 90.0
1990 57.0 116 8038 945 1990 981 122 81.2 94 4
2010 60.4 1438 83.1 96.7 2010 625 165 8b4 979
2030 62.8 17.2 86 .4 995 2030 64.8 18.8 87.8 100.6
2060 64.9 193 88.5 101.7 2060 66.9 81.0 89.9 102.7
w w

Reference : “Complete Life Table” (- 2010), “Population Projection for Japan” 2011- 2060)



Socioeconomic status

Japanese seniors are motivated to work

Until when do you want to work? (Aged 60 and over)

Until 75 Aged 76 and over
8.9% 2.4%

Until 60 Until 65 Until 70 As long as | can work
9.7% 19.2% 23.0% 36.8%

0 10 20 0 40 50 60 70 a0 90 100 (%)

Source : Cabinet Office (2008)(n=3293) 8



They really are working

International comparison of employment rate of the elderly

(%)
Japan - US UK Germany France Italy Sweden Korea
Age 55-59 75.4 68.1 70.8 74.9 67.1 57.7 82.0 68.1
)
3 Age 60-64 57.7 52.0 45.3 46.5 21.7 22.8 64.4 56.1
Age 65-69 37.1 29.9 19.5 11.1 5.9 8.0 19.5 42.5
Age 55-59 88.4 73.0 75.4 80.7 71.0 69.7 84.3 82.5
Employment z
Rate (2012) o Age 60-64 71.3 56.8 55.3 54.8 23.7 30.7 68.6 69.8
Age 65-69 46.9 34.7 24.4 14.4 7.1 12.6 24.3 54.4
Age 55-59 62.6 63.6 66.3 069.3 63.5 46.3 19.7 53.9
?521 Age 60-64 44.5 47.6 35.8 38.7 19.9 15.4 60.2 43.1
Q
° Age 65-69 27.8 25.7 15.0 2.1 4.8 3.8 14.8 32.6

Source : JILPT (2014)
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Seniors’ financial conditions are not bad

Socioeconomic status
(with consideration for disparity required)

Average annual household income by the age of household head (in 10,000 yen)
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Their purse is refilled by public pension in every other months
Annual income distribution of households (in 1,000 yen)

N Officinl pension

B Labor imeome

Average
ineame of

174%

3,072 B Smael ineorme
ﬂ"’;::“" B Other
Bocial sacurity benefits
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Ministry of Health, Labour and Welfare, Comprehensive Survey of Living Conditions of the People on Health and Welfare, 2011
Public pensions in the annual income of elderly households
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Why do you work, grandpa/grandma?

Major Reason to Work of the Seniors (Single Answer)

Age 55-59

18

Age 60-64 B2 vs [+a [IISSTTo
Age 65-63 5 [

Male

Age 55-59

1.8
Age 60-64 >89 - ss [ss ] ss |
Age 65-69 s EERN T s

Female

0% 10%% 30% 40% B0 0% 100%
0 Economic (& “Somethingto live for” @ Health B Asked to work B Other
Reason ocial Participation Reason Having leisure ti
Source: JILPT (2009) 12

Questioned about the work engaged in July 2009



Various meanings attached to “working” for seniors

Work like

young
Pension

For Money

Farming, home
manufacturing, etc.

With cash income

Public “Senior
Human Resource
Center” (%)

R

Sphere of
“working” for
seniors

(*) The Silver Human Resource Centers are contracted
community-based temporary and short-term work by
households, corporations, and public organizations, and assign
the job to its interested registered elderly.

The elderly receives work compensation based on their
performance.

Example'of work:
Cleanup, Weeding, Bicycle parking area management, Park
management, Addressing letters/cards, Pruning garden plants,
Papering shoji/fusuma, Tour guide, Welfare/housekeeping
assistance services, etc.

Volunteer

(Paid)

or Social Participation

Volunteer
(non—paid)

Lifelong Learning,
Recreation

Without cash income




Labor Force Simulation for 2010 - 2030

It is estimated that the labor force participation of the number of working generation (age 15 — 60)
will grow very modestly, despite taking into account more aggressive labor force participation by
women.

(A number of persons)  62.98M 09 37TM o 62.89M 54 53M . 60.85M
(-3.61M) “ (-0.09M) (-8.45M) g7 (-2.13M)

Increase of dpprox. 35” Increase of approx. 6.3M

Aged 60 -
1141 nceaseor 11230 e
and over 1069  approx 16M “ncreaseof | 1994
—— : 1066 approx.E.BM”_”

! Increase of !
Aged 30 ! approx. 1.4M ! Increase of
ge 4079 5 5 approx. 2.5M
56 3908 - B 3763
Aged 15 ! Ncrease of 5 T ncrease of
to 29 ; approx. 0.5M i approx. 1M
If economic growth and If economic growth and If economic growth and If economic growth and
labor force participation labor force participation:  labor force participation labor force participation
are not appropriately are appropriately | are not appropriately are appropriately
| promoted promoted ! promoted promoted
2010 (actual values) 2020 ' 2030
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Summary

Seniors in Japan live longer, and the raise of the pensionable
age is already underway.

- Companies are legally mandated to take measures to secure
elderly employment for everyone who desires employment until
the age of 65.

Seniors in Japan are actively working, and have wills to work.

* As their basic income is guaranteed by the public pension,
various meaning for work (other than for money) could be
attached for many of them.

(with consideration for disparity required)



Conclusion

* Active social participation keeps the seniors in good
physical/mental condition; that also provides sense of
independence to the seniors.

By promoting elderly employment who desires to
work, we aim to solve the problems caused by aging
and depopulation. That includes supplementing
decreasing population of working generation.

* Active labor participation of the seniors provides
win-win solution for anybody for the future of Japan.
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