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Whether the continued employment system of older people
creates the substitution effect between young and old labor:
An analysis by the macro econometric model

Itaru SATO*

Abstract

In this study, we make the macro econometric model for making clear the substitution effect
between young and old labor. In previous studies does not entirely say whether the implementing continued
employment system of older people makes, the less young employment or the mass elderly employment in
Japan. In such circumstances, we calculate real Gross Domestic Products, compensation of employees, labor
force, benefit and contribution of Employees’ Pension Insurance from 2015 to 2040.

On behalf of comparison, we make a standard case simulation which uses the ratio of labor force age
60 to 64 in 2014; male 77.6percent and female 48.7 percent. When we raise the labor participation rate of 60 to
64 years old by 20%, the real GDP enlarged a little over 1%than a standard case, and a result that 1.3% -
around 1.5%rose to the compensation of employees. In addition, as to the amount of the benefit of the
Employees’ Pension Insurance, a little less than 1% of the increase, contribution would become around 2.5 % of
the increase. On the other hand, if the 10%of the employed workers from 15 to 24 years old decreases, the
effect of increase in the labor participation rate of 60 to 64 years old nearby would cancel.

Keywords : continued employment system of older people, labor supply and demand, macro-econometric
model, pension finance
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