
Provisional Translation

On the Promotion of Integrated Reform of Social Security and Tax System 
For their Sustainablity in the 21st Century  

October 17, 2007 
Takatoshi Ito 
Uichiro Niwa 
Fujio Mitarai 

Naohiro Yashiro 
 
 Given the fact that Japan now faces a serious aging of its population, it is a major policy target 
to establish the social security system and tax system in an integrated manner. At the same time, 
this reform cannot be accomplished without common understanding of the current situation and 
cooperation of each generation. 

 In viewpoint of the realization of desirable social security and tax system for the people in the 
long-run, we hereby propose the following “Five Principles for Reassurance and Sustainability.” 
 

1. Where the problem lies 
(1) Inequity between generations 
    The present systems are based on the assumption that the Japanese population will 

continuously increase and high rate of economic growth is maintained. Such systems, 
however, fail to fully address the population decline, falling birthrates and aging, and 
economic slowdown, preventing equity between generations from being ensured. 

(2) Institutional design taking the peoples’ part 
    The existing sytems can have the effect of discouraging the variety of working styles and 

people’s incentive for work. Besides, it is difficult to understand the system due to their 
complication. From the viewpoint of households, the burdens of taxes and premiums as well 
as tax deductions and allowances are not being considered in an integrated manner. 

(3) Anxiety and distrust over social security system 
The confidence of the people in regards to the sustainability of the social security system has 
not been established. Moreover, the unpaid ratio of national pension premiums has reached 
one-third of the total contributions. This might cause malfunctioning of social security. 

(4) Ensuring sustainability 
    The path of benefit levels and burdens which should be compensated in the future has not 

been clarified in anticipation of growing social security costs. Fiscal deterioration will also 
affect the sustainability of the social security system. 

(5) Maintaining and enhancing economic vitality 
    As a steady social security constitutes a foundation for economic vitality, a sustainable 



social security system cannot be realized without steady economic growth. Excessive burden 
on corporations and individuals will obstruct economic vitality. 

 

2. “Five Principles for Reassurance and Sustainability” 
   In attempting institutional reform from now on, it is important to follow the five principles 

as outlined below. The Council on Economic and Fiscal Policy considers that the most 
suitable system and related issues should be evaluated and deliberated on, through the 
“checkpoints” set up for each principle. 

 

(1) Correcting the discrepancy between generations regarding benefits and burdens 
    In order to establish a sustainable social security system, we have to decrease the disparity 

between generations regarding benefits and burdens. For that purpose, we have to restrain 
the increase of benefits through institutional reform by way of prioritization and 
streamlining. Regarding the indispensable increase of benefits, each generation should bear 
burdens equally and should avoid any burdens of future generations. 

   【Checkpoint】 
    Disclose estimated benefits and burdens pertaining to each generation every year so as to 

verify the institutional reform efforts and their effects. 
 

(2) Integrated and consistent review of social security and tax system 
 We have to create a framework which allows individuals to receive the necessary benefits 
in every stage of their life efficiently and effectively regardless of their working style and so 
on, and ensures equal sharing of burdens and does not negatively affect people’s willingness 
to work. 
In order to support the people in true need, the ministries concerned should work together 

to conduct an integrated and consistent review of the social security and the tax system 
which are individually designed. 

【Checkpoint】 
 Ensure equity by evaluating overall benefits and burdens combined with premiums and 
taxes and comparing these to levels of income, ages and employment forms. 

 

(3) Trustworthiness and transparency of the systems 
    We have to establish a framework for a social security benefit system which can be trusted 

by the public as well as for system operation and a payment collection system. A social 
security card system should be introduced so that individuals may grasp and utilize this 
unified social security information on their own. 



   【Checkpoint】 
 Check on the improvements to system operations, including pension records, etc. Introduce 
a social security card system and monitor its use thereafter. 

 

(4) Maintaining a balance with medium-term fiscal consolidation 
 We will firmly maintain the Integrated Reform of Expenditures and Revenues and achieve 
a surplus in the primary balance by the FY2011. Both a sustainable social security system 
and fiscal consolidation must be also realized thereafter. 

【Checkpoint】 
 Monitor reform processes every year so as to definitely achieve a surplus in the primary 
balance. Advance reforms ahead while publicizing a perspective for economic and fiscal 
policy which is kept approximately the next ten years in mind. 

 

(5) Enhancing economic vitality 
    We should strike a balance between a substantial social security and steady economic 

growth. In order to maintain and enhance Japan’s competitiveness, we should establish a 
social security system which will facilitate corporate activities and promote labor 
participation. 

   【Checkpoint】 
    Analyze and monitor the effects of the tax system and the social security system on 

economic activities and working style.  


