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Increase in life expectancy leads to longer premium
contribution period

TAKAHASHI Toshiyuki®

Abstract

The average life expectancy of a 65-year-old person has increased by about 10 years in the last 60
years. It will increase by another 3 years in the future . Many people are worried about their future pensions
due to the declining birthrate and aging population, but the number of employed people supporting one
unemployed person is actually increasing due to the increase in the number of elderly people and women
working. As the average life expectancy increases, the period of employment (i.e. the period of contribution
of insurance premiums) is also increasing. In the past, when the retirement age was raised from 55 to 60
due to the increase in average life expectancy, the 1985 legal reform explained that the benefit multiplier
rate would be reduced over 20 years, but the contribution period would be extended from 32 to 40 years, so
the amount of pension benefits would not change. Due to the macroeconomic sliding adjustment
introduced in the 2004 legal reform, the benefit level is expected to decrease by about 20% in terms of the
income replacement rate, but this is because the contribution period is fixed at 40 years. As the obligation
to continue employment for all those who wish to continue until the age of 65 is completed in 2025, the
contribution period will be extended to prevent the pension level from decreasing. This was shown in the
distribution estimates in the fiscal review for 2024. Because average life expectancy and working life spans
have increased, it is necessary to extend the contribution period for basic pensions to 45 years, and it is
important to explain the macroeconomic slide adjustment in conjunction with the increase in the
contribution period.

Keywords : Increase in life expectancy, macroeconomic slide, extension of basic pension contribution
period to 45 years
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