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JAPAN

e The effective age of labour market exit in Japan is one of the highest in OECD.

¢ Retirement-income adequacy may be an issue for future cohorts of retirees.

Despite a current and projected pensionable age of 65 years for both men and women, the
effective age of labour market exit is high in international comparison: 69.1 for men and 66.7 for
women relative to 64.2 and 63.6 on average in the OECD.

Participation rates of older Japanese workers in the labour market are high. For example, 60.5% of
those aged 60-64 and 38.2% of those aged between 65 and 69 participate in the labour market compared to
47.0% and 23.5%, respectively, on average in the OECD.

Working longer may contribute to make pension systems more sustainable, both financially and
socially. Because of low fertility rates and high life expectancy the population is ageing quickly in Japan:
there will be around 1.2 people of active age per retiree in 2060 compared to around 2.5 currently.

Longer working lives may also help Japanese workers to save more for old-age and/or to smooth the
transition from work to retirement.

Effective age of labour market exit
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Source: Pensions at a Glance (2013)

Public transfers currently represent 48% of the income of the over-65s which is well below the OECD
average of 59%. Work-incomes represent a much larger share of the incomes of the elderly in Japan



compared to other OECD countries: 44% relative to 24% on average. The remaining part of the income of
the over-65s derives from capital, which is again low in international comparison: 8% relative to about 18%
on average in the OECD.

Pension replacement rates of future retirees in Japan will be low in OECD comparison. People with
average worker wage who retire after a full-career in the future may expect to receive 36% of their
earnings from the public pension system, which is the third lowest in the OECD. Low earners may expect
around 50% of their lifetime earnings to be replaced, the fourth lowest level observed in the OECD.

Retirement-income adequacy may thus be an issue also for future cohorts of older people. Currently, 19.4%
of the over-65s is at risk of poverty, relative to 12.8% on average in the OECD.

Income sources older people, late-2000s
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Note: Income from work includes both earnings (employment income) and income
from self-employment. Capital income includes private pensions as well as income
from the returns on non-pension savings.

Source: OECD (2013), Pensions at a Glance 2013, OECD and G20 Indicators, OECD Publishing.

Key indicators

Japan OECD

Gross replacement rate Average earner (%) 35.6 54.4
Low earner (%) 49.8 71.0

Public pension spending % of GDP 10.2 7.8
Life expectancy at birth 83.5 79.9
at age 65 21.7 19.1

Population aged 65 and over % of working-age population 42.2 25.5
Average worker earnings (AW) JPY (million) 4.79 3.70

Note: replacement rate is pension entitlement from all mandatory sources of retirement income relative to individual earnings.
Calculations are for a full-career worker entering the labour market in 2012. Low earner is assumed to earn 50% of the average.

Source: OECD (2013), Pensions at a Glance 2013, OECD and G20 Indicators, OECD Publishing.
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Notes to editors:
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The report includes pension indicators for the OECD member
countries and G20 economies with 2012 pension rules and
parameters. There are two special chapters on (i) distributional
impact of reforms; (ii) future retirement income adequacy, the
role of housing, financial wealth and publicly provided services.

363pp. ISBN 978-92-64-20392-1

OECD
2 rue André Pascal
Paris 75775 Cedex 16
France
@) OECD
For further information, please contact:
OECD Media Relations Spencer Wilson spencer.wilson@oecd.org +33145248118
OECD Social Policy Anna D’Addio, anna.daddio@oecd.org +33145248709
Division Maria Chiara Cavalleri

www.oecd.org/pensions/pensionsataglance.htm @» OECD

BETTER POLICIES FOR BETTER LIVES



http://www.oecd.org/pensions/pensionsataglance.htm

