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This paper examines the effects of pension reform on the labor
market. In recent years, the tax burden for pension benefits has been
raised and the consumption tax rate increased. This paper also examines
how such a policy effects the wage rate and unemployment rate using
a model in which structural unemployment with wage rigidity occurs.

The resulting analysis shows that, upon the condition of not changing
pension benefits, an increase in consumption tax with a decrease in
contribution rate can increase both the wage rate and employment rate,
except for when the minimum wage model is used. The consumption
tax is considered to mitigate intergenerational inequality. This effect on
the labor market shows the decrease in the younger generation’s burden
via the labor market.
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