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History of Actuarial Valuations
in Japanese Social Security Pension Plan

MUTO Norimasa*

Abstract

The “actuarial valuations” performed up to 2004 and those performed since 2009 are similar in that
they both provide far-reaching projections of social security pension plan revenues and expenditures. These
“actuarial valuations” were both performed once every five years, but they have served very different
functions.

The function of actuarial valuations up to 2004 was to determine the level of future contributions
(contribution rates). Thus once every five years, the level of the burden, i.e., the contributions (contribution
rates), required in the future to maintain benefit levels at their current level given changes in population
estimates, the future economic outlook, and other factors was calculated. If necessary, the relationship
between benefits and contributions was revised each time that an actuarial valuation was performed.

Actuarial valuations since 2009 have aimed to project the extent to which future benefit levels will be
adjusted by means of the social security pension system’s current mechanism for automatically adjusting
benefits assuming a fixed level of contributions. If it is projected that revenues and expenditures will remain in
equilibrium with benefits maintained at a certain level, the actuarial valuation will conclude that the adjustment
mechanism under the social security pension system is presently functioning properly, and no particular
revisions will be made to benefits or contributions as a result of the review.

This paper discusses the “pension indexation” first, and then confirms the history of actuarial
valuations next, because they can’t be separated.

Keywords : 2004 Pension Reform, Actuarial Valuations Performed Up to 2004, Actuarial Valuations Performed
Since 2009, Indexation of Pension Benefit
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