
Provisional translation   

  How to work out details of the mid-term program for comprehensive reform of social 

security, tax and fiscal policy  

October 31, 2008 

Kazumasa Iwata 

Fujio Cho 

Akio Mimura 

Hiroshi Yoshikawa 
 

The economic policy for securing a stable life (”measures to support the people’s lives”), 
which was formulated yesterday, shows the basic framework of the mid-term program for 
comprehensive reform of social security, tax and fiscal policy. The program is essential to 
ensure sustainability of the Japanese social security system, and the Government should 
work out details of the program in accordance with the following recommendations: 

  
1. Social security system of ”mid-level welfare, mid-level burden” that Japan should create  
The mid-term program should aim to establish a social security system of “mid-level 
welfare, mid-level burden” and should focus on the following objectives: 
【A pension system covering all persons】A pension system should provide pension benefits 

to all Japanese people in future years.  
【A social insurance system covering all persons】A social insurance system should ensure 

the indispensable quality and opportunities for medical and nursing care services for all 
Japanese people.  

【Social benefits to be passed on to the public】Social security should “pass” social security 

benefits “on to” the public, who bear financial burden for social security. The financial 
burden necessary to ensure the benefit payment should be shouldered by all Japanese 
people, having everyone pay a little bit more.  

【Persuasiveness】 The Government should implement a social security card system 

which provides each a social security number to let him/her know of social security 
benefits he/she is eligible for.  

 
2. Effects and advantages of securing “reliable financial resources for social security” 
The basic framework of the mid-term program stipulates “both the national and local 
governments need to secure reliable financial resources for establishing a sustainable 
social security system . . . we should consistently apply separate accounting to social 
security benefit payment and other budgets.” This will have effects and advantages listed 
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below by adopting “a two-sector approach1” to systematically manage financial resources.  
 
Curbing bureaucratic expansion  
The “two-sector approach” will make it possible to (1) reassure the public and restore 
public confidence in social security by obtaining reliable financial resources, and (2) 
further streamline the management of the social security sector and thoroughly eliminate 
wasteful spending in the non-social security sector, in parallel, by reinforcing the 
Government’s commitment to the principle that ”an additional public burden associated 
with social security should not lead to bureaucratic expansion, and instead should be 

passed on to be  the public as benefits.”  
  
Invigorating the public by ensuring the sustainability of the social security system (and 
reliable financial resources) 
Ensured sustainability of the social security system and removed concerns over the future of 

social security, such as pension benefit payment and delivery of medical and nursing care 

services, are expected to encourage people to spend more (including a drop in the amount of 

money saved for rainy days and improved consumer confidence).  

 

Income redistribution enhanced by comprehensive reform of social security, tax and fiscal 

policy  
Social security fulfills the strong function of income redistribution, and accordingly, the 
allocation of social security benefit payment is expected to redress the problem of 
regressivity possibly arising from the process of securing reliable financial resources, thus 
in general, will further reinforce the function of income redistribution. 

 
Clarification of social security benefits to be received  
Ensuring that social security benefits will be allocated to the public without fail will 
mitigate negative effects of social security burden on the economy. 
 
Public confidence and understanding in social security through clarifying the relation 
between the benefit and burden 
Clarification and greater transparency of the relationship between the benefit and burden 
in the social security sector are expected to enhance public understanding of the burden.   
                                                  
1 The approach financially distinguishes the social security sector and the non-social security one, 
by trying to secure reliable financial resources to deliver benefits in the social security sector and 
allocating tax revenues other than the reliable financial resources to the non-social security sector, 
to promote efforts to limit and streamline expenditures. 
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Ensured clarification of the relationship between the benefit and burden in Scandinavian 
nations with high-level welfare benefit and heavy burden, including Sweden, seems to have 
enhanced public understanding of social security burden.  
 

3. Management of reliable financial resources for social security in the light of the 

correlation between social security and taxation  
In OECD member states, the higher the ratio of social security expenditure to GDP is, the 
higher the added value tax rate tends to be. (Please refer to “Reference data 1.”)  The 
rate of the added value tax in Japan is relatively low, compared to those overseas.  
 
To cope with the inevitable increase in social security expenditures in Japan, it should be 
desirable to secure reliable financial resources that are relatively less susceptible to 
economic fluctuations and will be shouldered by all Japanese people by having everyone 
pay a little bit more.  
 
4. Other considerations 
While the economic policy for securing a stable life (”Measures to support the people’s 
lives”), which was formulated yesterday, has already mentioned considerations in  
developing the program, we believe the following are the most important considerations in 
working out details of the program.  
 
① The Government should put highest priority on stimulating the economy in current 

financial crises and global economic slowdown, and then following a full economic 
recovery, it should immediately implement the program.  

② It is essential to thoroughly eliminate wasteful expenditures in both administrative and 

financial operations, including further streamlining of the delivery of social security 
benefits.  

③ In parallel, the Government should present the overall picture of the fundamental 

reform of the taxation in easy-to-understand manners.  
 


