
Sample Chapter (Generational Accounts for Korea) 
 

1. Structure of Korean public finance  
 

The fiscal policies in Korea are classified into the following groups: social welfare policies, 
tax system, and government consumption (see Table 1). Social welfare policies are composed 
of public pensions, Medical Insurance (MI), Long-term Care Insurance (LCI)1, Basic Pension 
(BP)2, Employment Insurance (EI)3, Industrial Accident Compensation Insurance (IACI)4, 
and social welfare services and public assistance (Minimum Living Standards Security 
System, MLSS5, and other social transfer programs, OSTP). Taxes are classified as labor 
income taxes, capital income taxes, consumption taxes, taxes on asset-holdings, taxes on 
asset transactions, and other taxes. Government consumption is broken down into 
expenditure on education and other government consumption. 

Table 2 shows the structure and the recent developments of the expenditure and the 
revenue of the general government defined in the National Account. The government revenue, 
including tax and non-tax revenue is about 32-33% of GDP in recent years. The government 
revenue has been rising for the recent 10 years. For the period 2000-2008, the social 
insurance contribution increased from 3.8% to 5.8% of GDP. The tax revenue excluding the 
social insurance contribution increased from 18.8% to 20.7%6. For the period 2008-2009, the 
tax revenue decreased due to the temporary tax reduction accompanied by the expenditure 
increase to mitigate the recession resulting from the global financial crisis of 2008.  

The government expenditure has also rapidly increased since 2000. For the period 2000-
2008, it increased from 22.4% to 30.4% of GDP. Among the components of the government 
expenditure, the health and the social protection expenditure show the largest increase, which 
reflects the recent extension of the coverage of the public medical insurance, the introduction 

                                                     
1 The LCI provides the nursing services to the invalid elderly. 
2 The BP provides the lump-sum amount of payment to about 70% of the elderly 
3 Employment Insurance activities include the provision of unemployment insurance, employment stability 
promotion, and vocational ability development activities. 
4 This program is the Korean version of workers’ compensation, i.e., it insures the risks of accidents in the 
workplace. 
5 The MLSS program pays the difference between the basic living expense and the household market income. 
6 The other components of the government revenue are non-tax revenue, which consist of the current and the 
capital transfers from the domestic non-governmental sectors and from abroad. Their revenue increased from 
6.1% of GDP to 6.9% for the period 2000-2008.  



of the entitlement programs such as the LCI, and the BP. The expenditure on defense and 
education, also substantially increased. Other components, such as the economic 
development, the general public service, show moderate increases. The fiscal balance had 
been the surplus for the period 2000-2008, except for the year 2009, and its absolute value is 
quite large. The net financial wealth of the Korean government is also positive and quite 
large. The magnitudes of the fiscal surplus and the net financial wealth are 3.0% and 37.9% 
of GDP respectively in 20087.  

 

2. Special features 
 
The surplus of government budget and the positive financial net wealth do not necessarily 

imply that the current fiscal policies in Korea are sustainable. The fiscal surplus is partly due 
to the positive net property income, which is the government property income minus the 
payment in the form of the interest payment and the rents, and the primary surplus of the 
National Pension (NPS) budget. Excluding the net property income (and the primary surplus 
of the NPS budget) reduces the fiscal surplus from 3% to 1.5% (0.5%) as of 2008. The net 
financial wealth increased until 2007 and decreased after then. Even though the absolute 
magnitude of the net wealth is quite large, 38.4% as of 2009, large part of the net wealth is 
the NPS fund. The large magnitude of the NPS fund reflects the special feature of the Korean 
NPS. The NPS was introduced in 1988, and its management method is the funded system. 
For the period until 2008, when the full-old-age pension benefit was first paid to the people8, 
the magnitude of the NPS benefit was very small, which makes the accumulation of the NPS 
fund possible. According to the projection of the NPS corporation, the fund will increase 
until 2040s, however it will eventually decrease and will be exhausted in 2060s, because of 
the generous benefit payment promised compared with the NPS contribution burden. 
Because of this feature of the Korea public finance, Korean government uses a new concept 
for the government budget balance and the net wealth, called the ‘Management-Target 
Budget’, which is defined as the consolidated budget excluding the NPS budget, in addition 
to the consolidated budget. Excluding the NPS fund reduces the net financial wealth from 
38.4% to 9.0% of GDP as of 2009.  

                                                     
7 The two indices for Korea are much better than many OECD countries. The OECD average of the fiscal 
deficit and the net financial debt are 3.3% and 43.5% of GDP in 2008 (OECD (2011)). 
8 The minimum requirement for entitlement to a “full-old-age pension,” which will eventually account for the 
largest share of NPS benefit expenditure, is 20-year participation, which implies that this benefit started to be 
paid in 2008. Therefore, the NPS benefit payment has been limited. 



Another import characteristic of the Korean public finance is the increase in the proportion 
of the entitlement programs in the government expenditure, because many social welfare 
programs have been introduced and their coverage has been continuously expanded. Many 
social insurance programs, such as the NPS (1988) and the EI (1993), and public aid to the 
low-income household, such as the MLSS (2000) program, have been introduced for the past 
30 years. More recently, the LCI and the BP were introduced in 2008. The public MI 
expanded the coverage of the recipients and the benefits. The increase in the proportion of 
the entitlement programs indicates that the government will lose the flexibility of the budget 
management. Moreover, many of the entitlement programs are targeted to the old age 
population, which indicates that their expenditure will increase as the Korean population ages. 

Table 3 shows the changes in the demographic structures and the old-age dependency ratio 
of the selected countries (also see Figure 1). The proportion of old-age population was 
smaller than other OECD countries as of 2000. However the speed of the population aging is 
very high, because of the low fertility rate and prolonged life expectancy. In particular, the 
fertility rate of Korea is lower than most OECD countries9. Moreover, National Statistics 
Office of Korea projects that the total fertility rate will rise very slowly from 1.2 (2010) to 
1.4 (2040). Therefore, the high speed of the population aging will continue for a considerable 
time. A United Nations (1998) projection shows that the proportion of the population aged 65 
and older will increase to 23.1% (2030), almost the same as the projected OECD average 
(22.6%). The time required for the old-age population proportion to increase from 7% (14%) 
to 14% (20%) is 19 years (7 years), which is much shorter than in other developed countries 
(France (115 years (41 years)), U.S. (71 years (15 years)), Japan (24 years (12 years))). Thus, 
Korea will age much faster than any other OECD country. Therefore, social welfare 
expenditure, the level of which is crucially dependent upon the old age population share, will 
drastically increase in the future.   

Figure 2 shows the projection results of the government revenue and expenditures10. The 
total revenue will increase from currently 26.6% of GDP to 27.1% until 2020 and after then 
will decrease up to 24.2%, because of the decrease in the proportion of the labor force 
population. On the other hand, the government expenditure will increase from currently 
26.8% to 34.5%, and the increasing trend will continue until the demographic structure is 

                                                     
9 The fertility rate of Korea (as of 2000) was 1.47. The rates for other OECD countries were 1.36 (Germany), 
1.88 (France), 1.41 (Japan), 2.06 (U.S.), 1.64 (U.K.). 
10 The government revenue in Figure 2 includes only the tax and social insurance contribution revenue, while 
that in Table 1 includes the property income, and the ‘gross’ current and the capital transfers from the domestic 
non-government sectors and from the foreign sector. The expenditure in Figure 1 includes the government 
consumption and the transfers such as the ‘net’ current and capital transfer payments, which is the difference of 
the gross transfer payment and income, instead of the ‘gross’ transfers.  



stabilized in 2060s. A large part of the increase is explained by the increase in benefit 
payment of the public pension, that in the MI, and the BP, and the LCI.  

The projection results indicate that the budget balance and the net financial debt, which 
reflect the government cash flow of the past and present, are not adequate to evaluate the 
sustainability of the public finance in Korea. In this sense, the Generational Accounts, which 
reflect the government cash flows of the future as well as the present, are useful indices for 
the evaluation of the fiscal sustainability. 

 

3. Generational Accounts  

 
Table 4 reports the generational accounts for Korea, with the benchmark year 2009. We 

assumed that the labor productivity growth rate and the discount rate are 1.5% and 3.5% per 
annum in real term respectively. The generational accounts for Korea show that the fiscal 
policies in Korea are not sustainable. The net payment of the future generations is much 
larger than that of the aged-0 generation at the benchmark year11. The generational imbalance, 
which reflects the difference, is 189%, which implies that the increase of the tax burden or 
the decrease of the expenditure will be inevitable.  

The required tax adjustment to restore the long-run government budgetary balance, which 
is defined as the equality of the present value of the government revenue of the present and 
future period with that of the government expenditure, is very high. If the tax burden is 
adjusted proportionally the year 2020 and thereafter, the required tax change is 23.9% of the 
tax burden under the current tax policies. If the tax adjustment is delayed until 2030 (2040), 
the required tax adjustment increases to 31.4% (42.7%).  
Table 4 also breaks down the generational accounts into major tax and transfer components. 

For social insurance programs, the figures reflect present values of net payments, the 
contribution minus the benefit. The accounts for public pensions across age groups show 
typical patterns: the accounts for the younger age groups are positive while those for the 
older age groups are negative. However, the accounts for the aged 30-55 are also negative, 
which means that the present value of the pension benefits for the remaining lifetime of the 
age groups is larger than that of the pension contributions. This result indicates that the 
public pension benefit promised is still very large compared with the pension contribution, 
even though 2007 National Pension Act revision lowered the replacement ratio from 

                                                     
11 The net tax payment of the aged-0 generation is computed under the assumption that the current fiscal 
policies are applied to the generation for its whole lifetime, and the future generations absorb the fiscal 
imbalance resulting from the current fiscal policies. 



currently 60% to 40% for the average income earner gradually until 2027. In addition, the 
occupational pensions, such as the pensions for the government employees, the private 
school employees, and the military personnel, still promise very generous pension benefits. 

The accounts of MI for all cohorts alive in the benchmark year show negative values. This 
simply reflects the fact that the MI contributions fall short of benefit expenditures. As of 2009, 
the MI contribution revenue is about 90.5% of MI benefit expenditure. The gap between the 
contribution revenue and the benefit expenditure is being filled with the subsidy from the 
general account of the central government. The magnitude of the gap will not be easily 
reduced. There are increasing pressures on MI expenditure: a pressure to widen the scope of 
medical treatments covered by MI to more expensive medical conditions, a pressure to 
increase fees for medical services, and population aging. Experience over the past 10 years 
shows the difficulty of substantially increasing contribution rates. Labor unions and non-
governmental organizations have proposed increased government subsidies to restore MI 
budget balance. The net payment of the future generations due to the budgetary imbalance of 
the MI is larger than that of the public pensions, which indicates that the fiscal imbalance is 
more serious in the case of the MI.  

The accounts for the LCI also show the imbalance between the contribution revenue and 
the benefit expenditure. The accounts for all the current generations are negative. As of 2009, 
the LCI contribution revenue is about 50% of LCI benefit expenditure. The gap between the 
contribution revenue and the benefit expenditure is being filled with the subsidy from the 
central government and the local government.  

The projected fiscal burden of the MLSS system is quite large, despite the narrow scope of 
the benefit recipients. In the year 2009, the proportion of the MLSS recipients in the total 
population is 3.2%. However, the benefit level per recipient is large, because the government 
made commitment to guarantee the high level of the minimum living expense. The magnitude 
of the transfer income from the BP is quite large, because of its wide coverage, 70% of the 
aged 65 or older, even though the benefit per benefit recipient is small, 5-10% of the average 
income of the NPS participants. The benefit from the educational expenditure for the younger 
age groups is very large because of the large aggregate expenditure and its wide range of the 
beneficiaries of the public education. 

Table 4 also reports the present value, rest-of-life tax burdens by category. The largest 
present value for younger age groups is the consumption tax, followed by the capital income 
tax, the tax on asset transactions, labor income tax, and taxes on asset holdings. Three 
important characteristics of the Korean tax system are: (i) the large share of consumption 
taxes; (ii) the relative unimportance of labor income taxes; and (iii) the large proportion 
accounted for by taxes on asset transactions. Among consumption taxes, Value Added Tax 



(VAT) raises the largest revenue of all the taxes, and Special Excise Tax and Transportation 
Tax also contribute substantially to tax revenue. Although labor-tax progressivity is quite high, 
the average effective labor income tax rate is quite low, primarily due to the large proportion 
of tax-exempt workers, about 43% in 2009. The large share of taxes on asset transactions is 
due to the high frequency of asset transactions rather than high tax rates, even though the 
frequency has been recently declining. Compared to revenues from taxes on asset transactions, 
revenues from taxes on asset holding are still very small.  

The present value tax burden on older age groups, relative to that on younger age groups, 
is heaviest in the case of consumption taxes, followed by capital income taxes, taxes on asset 
holding, taxes on asset transactions, and labor income taxes. The age profile of accounts of 
the capital income tax is similar to that of the tax on asset holding, since the age profile of 
corporation tax burden, which comprises a large proportion of the capital income tax burden, 
is assumed to be the same as that of net wealth. It is remarkable that the accounts for the tax 
on asset transactions are relatively high for the younger age groups. This reflects the fact that 
securities (and owner-occupied housing) transactions are performed by relatively young age 
groups 

Table 5 reports the results of the policy experiments. The policy experiments are related 
with the 2007 NPS Act revision, the introduction of the LCI and the BP: the case [2] assumes 
the economy where the replacement ratio is maintained at the level before the 2007 NPS Act 
revision; the case      [3] the economy without the Basic Pension; the case [4] the 
economy without the Long-term Care Insurance; and the case [5] is the combination of [2], 
[3], and [4]. Comparison of the case [1], the benchmark case, with the case [2] shows that the 
2007 NPS Act revision reduces the fiscal burden. Disregarding the NPS revision raises the 
required tax adjustment from 23.9% (31.4%, 42.7%) to 26.7% (34.7%, 46.9%), if the tax 
burden is adjusted in 2020 (2030, 2040), and also raises the generational imbalance from 
189% to 231%. The introduction of the Basic Pension and the LCI substantially increase the 
fiscal burden. The absolute value of the required tax change by disregarding the introduction 
of the basic pension is very close to that by disregarding the 2007 NPS revision. Even though 
the absolute value of the required tax change by disregarding the introduction of the LCI is 
smaller than that by disregarding the basic income, it is still very large. The combination of 
the case [2], [3], and [4], which represents disregarding the major fiscal policy revisions 
since 2007, reduces the fiscal burden, which indicates that the fiscal policy changes of recent 
years have deteriorated the government budget imbalances.  

The cases [6] and [7] assume the economies reflecting high fertility rate and low fertility 



rate of the National Statistics Office population projection respectively 12 . The fiscal 
sustainability is very sensitive to the change in the fertility rate assumption, which implies 
that the government expenditure and the revenue are much affected by the demographic 
structure. Rise in the fiscal burden due to the low fertility rate, which raises the old-age 
dependency ratio in the future, indicates that the government transfer payment is made more 
to the old age groups than to the young age group. The recent policy revisions, including the 
introduction of the LCI and the BP, and the extension of the coverage of the MI, will 
reinforce the tendency of the transfer payment strongly targeting the old age groups. 

 

4. Summary  

 
The current cash flow of the Korea government may cause the fiscal illusion that 

government budget is financially sound, because the fiscal balance is positive and the net 
financial asset is positive and their absolute magnitudes are large. However, the positive 
values of the fiscal balance and the net asset is primarily due to the NPS fund accumulated 
because of its fund management method, the funded method. The accumulation of the NPS 
fund is a transitory phenomenon, and the fund will eventually be exhausted, because the 
pension benefits promised is larger than the value of the contribution.  

Another special feature of the Korean public finance is that the proportion of the 
entitlement programs in the expenditure budget is increasing and much of the transfer 
payment by the programs is made to the old age groups, whose proportion in the whole 
population is rapidly rising due to the high speed of population aging. Recent policy 
revisions reinforce this tendency. Our project results indicate that if the current fiscal policies 
are maintained, the government expenditure, which includes the government consumption, 
the net current and capital transfer to the non-governmental sectors and to abroad, will 
increase by 8% of GDP until 2070, and the government revenue, including only the tax and 
the social insurance contribution revenue, will fall by 2.5% of GDP, which indicates that the 
deficit of the government sector will increase up to 10.5% of GDP around 2070. 

The generational accounts reflect the fiscal imbalance well. The generation imbalance is 
189% in the benchmark economy, and the required tax adjustment to restore the long-run 
budgetary balance is very large. The generational accounts for Korea indicate that the fiscal 
policy revisions will be inevitable to improve the fiscal sustainability and the financial 

                                                     
12 Our benchmark total fertility rate under the medium fertility assumption is rising from currently 1.2 to 1.4 
until 2040. The fertility rate under the low fertility assumption is falling to 0.97, and that under the high fertility 
assumption is rising to 1.58. 



soundness. In particular, the revisions in the entitlement programs are urgently needed, 
because there will be a substantial time lag between the revisions and the realization of their 
effects on the cash flow of the government. In this sense, the 2007 NPS Act revision, which 
lowers the replacement ratio of the NPS pension benefit, is a meaningful accomplishment 
and provides significant policy implications. 
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Table 1. Classification of Public Finance in Korea 

 
 

Classification Programs Components 

Social Welfare 
System 

Public Pensions 

National Pension (NPS) 
Pensions for Civil Servants (PCS) 
Pension for Private School Employees 
(PPS) 
Pension for Military Personnel (PMP) 

Medical Insurance (MI) - 
Long-term Care Insurance (LCI) - 
Basic Pension (BP) - 
Employment Insurance (EI) -
Industrial Accident 
Compensation Insurance (IACI) - 

Social Welfare Services and 
Public Assistance 

Minimum Living Standards Security 
System (MLSS) 
Other Social Transfer Programs (OSTP) 

Tax System 

Labor Income Tax 

Wage and Salary Income Tax, Retirement 
Income Tax, 60% of Global Income Tax, 
60% of Inhabitant Tax, Farmland Tax, 60% 
of Business Place Tax 

Capital Income Tax 
40% of Global Income Tax, Timber 
Income Tax, Interest and Dividend Tax, 
Corporation Tax, 40% of Inhabitant Tax 

Consumption Tax 

Value Added Tax (VAT), Special Excise 
Tax, Liquor Tax, Stamp Tax, 
Transportation Tax, Local Transportation 
Tax, Race-Pari-Mutuel Tax, Tobacco 
Consumption Tax 

Tax on Asset-Holdings 

Inheritance Tax, Gift Tax, License Tax, 
Community Facility Tax, Property Tax, 
Automobile Tax, Aggregate Land Tax, 
Urban Planning Tax, 40% of Business 
Place Tax 

Tax on Asset-Transactions Capital Gains Tax, Security Transactions 
Tax

Other Taxes 

Excess Profit Tax, Education Tax, Local 
Education Tax, Special Tax for Rural 
Development, Regional Development Tax, 
Butchery Tax

Government 
Consumption 

Expenditure on Education - 
Other Government 
Consumption - 



 
Table 2. Summary of Korean Public Finance (Unit: % of GDP) 

 
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 

Government Cash Flow and Financial Wealth 

Total Revenue 27.9 28.3 28.7 29.4 28.8 30.0 31.7 33.3 33.4 31.9 
Total Expenditure 22.4 23.9 23.6 28.9 26.1 26.6 27.7 28.7 30.4 33.1 
Balance 5.8 4.8 5.7 1.0 3.1 3.4 4.1 4.6 3.0 -1.1
Balance excluding  
net property income 4.4 3.8 4.7 0.1 2.0 2.3 2.7 3.0 1.5 -2.0 

Balance excluding net 
property income and 
NPS primary balance 

3.2 2.4 3.2 -1.4 0.7 1.0 1.5 1.8 0.5 -2.8 

Net financial wealth - - 32.3 30.9 31.4 35.6 37.0 40.4 37.9 38.4 
Net financial wealth 
excluding NPS fund - - 17.1 13.7 12.6 14.5 13.5 14.9 10.5 9.0 

 
 
 
 

Government Expenditure by Function  

General Public Service 4.7 4.9 4.7 5.5 4.8 5.0 4.9 5.3 5.6 5.5 
Defense 0.5 0.6 0.6 0.9 0.8 0.8 0.7 0.8 0.9 1.0 
Public Order and Safety 1.0 0.9 0.9 1.2 1.1 1.1 1.1 1.1 1.2 1.3 
Economic Development 1.3 2.2 2.0 2.4 2.1 2.1 2.7 2.4 2.4 2.8 
Environment 0.4 0.4 0.4 0.5 0.5 0.5 0.5 0.5 0.5 0.6 
Housing and 
Community Amenities 0.4 0.4 0.1 0.4 0.4 0.4 0.4 0.4 0.4 0.5 

Health 2.9 3.1 3.2 3.8 3.7 3.8 4.0 4.1 4.4 4.8 
Recreational, Cultural, 
Religious Activities 0.4 0.4 0.4 0.5 0.5 0.5 0.5 0.5 0.5 0.6 

Education 2.3 2.3 2.3 2.9 2.5 2.6 2.6 2.8 2.8 3.0 
Social protection 8.5 8.7 8.8 10.8 9.8 10.0 10.3 10.9 11.7 13.0 

Source: OECD Economic Indicator, May 2011. 
       National Pension Statistical Yearbook, 2010 
       OECD Revenue Statistics, 2010 



 
Table 3. Change in Demographic Structure of Selected Countries (%) 

 

Country 
Demographic Structure Total Dependency 

Ratio 
2000 2030 2000 2030 0-14 15-64 65+ 0-14 15-64 65+ 

World 29.7 63.4 6.9 22.4 65.8 11.8 57.7 52.0 
Developed 
Countries 18.2 67.4 14.4 15.4 62.0 22.6 48.4 61.3 

Developing 
Countries 32.5 62.4 5.1 23.6 66.5 9.9 60.3 50.4 

Japan 14.7 68.1 17.2 12.7 59.3 28.0 46.8 68.6 
U.S.A 21.5 66.0 12.5 17.8 61.6 20.6 51.5 62.3 
Italy 14.3 67.5 18.2 11.6 59.3 29.1 48.1 68.6 

France 18.7 65.4 15.9 16.9 59.9 23.2 52.9 66.9 
China 24.9 68.3 6.8 17.3 67.0 15.7 46.4 49.3 
India 33.3 61.7 5.0 22.3 68.0 9.7 62.1 47.1 

Korea 21.1 71.7 7.2 12.4 64.6 23.1 39.5 54.9 
Source: United Nations, World Population Projections, 1998 

 
 

 
Figure 1. Change in Demographic Structure 

 

 
Source: Author’s calculation using NSO’s population 
projection assumption 

 



 
Figure 2. total government revenue and expenditure. 

 

 
Source: Author’s calculation 

 
 

Figure 3. Projection of Major components of Expenditure 
 

 
Source: Author’s calculation 



Table 4. Generational Accounts (unit: 1,000 Korean won) 
 

age Net 
payment 

Public 
pension MI Long-

term care MLSS Basic 
Pension Edu. Exp. 

Labor 
income 

tax 

Capital 
income 

tax 

Consump. 
tax 

Taxes on 
asset-

holding 

Taxes on 
asset-
trans. 

0 127,666 6,465 -4,188 -2,888 -5,142 -3,347 -55,324 15,049 22,482 64,649 7,980 18,183 

5 138,498 6,953 -1,905 -3,282 -5,535 -3,741 -61,953 16,792 25,714 66,079 8,878 19,703 

10 149,497 7,108 -508 -3,041 -5,777 -4,267 -47,486 18,779 29,562 67,116 9,877 21,353 

15 161,823 7,322 179 -3,332 -5,945 -4,638 -26,583 21,061 34,243 68,699 11,067 23,326 

20 171,785 6,470 -54 -3,652 -5,938 -5,126 -5,570 23,035 39,060 69,978 12,274 25,287 

25 158,139 143 -3,427 -4,055 -6,300 -6,121 -157 22,958 39,643 67,938 12,656 23,935 

30 136,495 -5,480 -7,638 -4,489 -6,774 -5,906 -81 21,305 38,117 63,093 12,653 21,449 

35 105,988 -15,415 -11,586 -5,015 -7,242 -6,925 -76 19,992 35,664 57,288 12,147 18,180 

40 71,994 -27,296 -16,299 -5,540 -7,613 -7,172 -71 16,355 33,757 51,240 11,229 15,849 

45 24,688 -53,817 -20,355 -6,134 -7,750 -8,464 -66 13,068 32,001 45,318 10,724 13,573 

50 5,983 -48,567 -24,467 -6,786 -7,752 -8,367 -60 8,273 27,274 39,694 9,266 12,078 

55 -20,428 -50,813 -27,222 -7,416 -7,599 -9,084 -53 4,039 23,505 33,518 7,505 8,960 

60 -32,160 -37,836 -28,187 -8,226 -7,557 -10,792 -46 1,225 17,903 27,711 5,818 4,821 

65 -41,451 -28,226 -27,373 -8,783 -7,493 -13,001 -39 115 13,820 22,231 4,381 825 

70 -27,893 -9,537 -23,781 -9,450 -7,049 -9,811 -32 0 10,143 17,308 3,184 46 

75 -26,484 -5,298 -20,530 -9,675 -6,354 -7,515 -25 0 6,252 13,993 1,957 0 

80 -25,579 -2,961 -16,354 -9,436 -5,356 -5,663 -20 0 3,096 9,533 1,178 0 

85 -23,190 -1,646 -12,044 -8,590 -4,154 -4,282 -15 0 1,306 5,570 533 0 

90 -21,988 -687 -8,256 -6,964 -2,935 -3,360 -10 0 180 169 47 0 

95 -16,977 -430 -6,268 -5,630 -2,339 -2,372 -8 0 63 131 8 0 

99 -4,676 -82 -1,904 -1,215 -730 -761 -2 0 15 40 2 0 

Future 368,875 45,743 49,637 21,322 



 
Table 5. Generational Imbalance (GI) and Required Tax Change1) (unit: %) 
 

[1] [2] [3] [4] [5] [6] [7] 
GI 189  231 161  166  177 155  236  
Current2)  23.2 26.1  20.8  21.3  21.9  24.7  22.0  
Future3) 90.8  102.2  80.3  82.8  84.3  74.8  112.8  
20104) 23.9  26.7  21.4  22.0  22.5  23.6  24.2  
20204) 31.4  34.7  28.2  29.0  29.5  30.3  32.5  
20304) 42.7  46.9  38.5  39.7  40.1  40.0  45.5  
Note: 1) Percentage increase in tax burden to attain long-run budgetary balance 

2) Tax burden of current generations is adjusted, while that of future generations not changed. 
     3) Tax burden of future generations is adjusted, while that of current generations not changed. 
     4) Adjust tax burden is adjusted for all age groups from the respective year. 

Policy scenarios: [1] Base case, Fiscal Policy as of 2008 
               [2] Not incorporating the 2007 National Pension Act revision 
               [3] Not incorporating the introduction of Basic Pension 
               [4] Not incorporating the introduction of Long-Term Care Insurance 
               [5] [2]+[3]+[4] 
               [6] High fertility rate assumption 
               [7] Low fertility rate assumption 
            


