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Abstract

In this paper, we empirically analysed factors that potentially affect the behavior of
category one insured persons in the National Pension Insurance (NPI) system. This
category consists mainly of family members of self-employed persons, and part-time
employees. We collected data about 163 potential category one insured persons by

conducting a survey.

We confirmed four hypotheses. First, low income deters enrollment and the payment of
social insurance taxes even though that paucity of family income enables the insured
eligible for tax exemption. Second, some subjective factors—particularly longevity
expectations and time preference rate—influence NPI participation rate and the
payment of the pension tax. Third, apprehension for declining return on pension taxes,
which may be caused by the expected higher taxes and lower benefit amount, is a
statistically significant factor to explain the lower participation and payment rate
among the category one insured. Fourth, distrust of social security agency is not found

to be influencing the behavior of the insured, although it augmented their
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unwillingness to pay taxes.

We may be able to better design and manage the National Pension Insurance system
by taking into account of the foregoing behavior of category one insured persons. These
measures include: the more frequent and convenient permission of social security tax
exemption through the usage of income information by Social Security Agency, longer
allowance for back-dated tax payment, the notification of objective life expectancy in
the cohort of each person, and the advice of minimum amount of expected benefits.
These measures will expedite the enrollment and participation in the pension system

and prevent the evasion of social security taxes by the category one insured persons.
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