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Life Insurance Contribution to a Sustainable
Retirement Security System

Yoshihiko SUZAWA

Abstract

This study aims to develop an analytical model to determine how private pension insurance assumes
a role in the retirement security system and collaborates with the public pension plans of the aging
population. The application of a separating equilibrium helps construct a double-layered retirement
security system model consisting of a public pension plan based on pooled contributions and a private
pension insurance based on separating contributions. By illustrating fair contributions lines of the
two pension sectors and the expected utility indifference curves of risk-averse pension participants,
this analysis attempts to reveal an optimal division of roles between public pension plans and private
pension insurance to minimize a participant’s incentive to withdraw and to preserve the availability of

pension coverage.

Keywords: Population Aging, Retirement Security System, Private Pension Insurance, Public

Pension Plan, Separating Equilibrium



