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The Growing Adoption and Social Consequences of the So-Called
“Salary-Reduction Type” Corporate Defined Contribution Pension Plan

Takako Onishi (Kanamaru)

Abstract

This paper examines the growing adoption and social implications of the so-called “salary-reduction
type” corporate defined contribution pension plan, which is operated in ways that differ from traditional
employers’ contributions to the corporate-type pension plan. It first outlines the institutional design and
current status of this scheme and then sets out concerns about its effects on the funding base of the public
social insurance system.

Drawing on previous studies and conference minutes of advisory councils on the Social Security
(Ministry of Health, Labour and Welfare), this study addresses three issues: (1) the legal basis of these
plans and the legitimacy of disadvantageous changes in employment conditions; (2) the adequacy of
financial and social-insurance education provided to employees; and (3) the use of the scheme as a
method of deducting corporate cost.

The analysis indicates that, although the scheme was initially promoted as an employee benefits
plan to support employees’ long-term wealth building, in practice, it has increasingly been adopted
as a means of reducing employers’ contributions. As a result, this defeats the original purpose of
complementing the public social insurance system. As diffusion continues, debate over the broader
social consequences has expanded. The paper also raises questions about whether employee education
is sufficiently continuous and substantive. It concludes by calling for renewed discussion on how firms

should fulfill their social responsibilities in relation to the public social insurance system.

Keywords: salary-reduction type corporate defined contribution pension plan, Social Security,

financial and social-insurance education






