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Public confidence in social security is one of top priority issues for Japan. 

Ensuring such public confidence requires simultaneous promotion of (1) the restoration of 

public support for the country’s social security system, (2) satisfaction of public needs 

including those for enhanced functions and improved efficiency of the system, and (3) 

reliable financial resources secured for social security benefit.  

In our country where the population has been aging at an unprecedented speed, to realize 

a society equipped with “middle-level welfare and middle-level burden” where vitality and 

peace of mind can go hand in hand, we should comply with the following principles:  
 

1. “Middle-level welfare, middle-level burden” now at risk 

Facing a rapidly aging population and a declining birth rate, the Government must 

strengthen its social security of “middle-level welfare and middle-level burden” in order 

to reassure people. However, at present, our social security system as it is remains below 

an acceptable level in terms of either “middle-level welfare” or “middle-level burden.” 

Recently the National Commission on Social Security presented what should be done to 

“functionally enhance” an inadequate ”middle-level welfare” and how much funds are 

required.   

On the other hand, the “middle-level burden” has been yet to be implemented. At present, 

our social security system remains a system of “middle-level welfare and low-level 

burden” where financial burdens borne by people are well below the level required to 

maintain the current level of social security, which has often been criticized as 

insufficient.  
 

(1) One-third of financial burden for social security being shifted to future generations  
As much as 10 trillion yen a year, or a roughly one-third of the total public expenditure 
that should be devoted to social security benefits and should be borne by national and 
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local governments, is at present not covered by tax revenues. This indicates that every 
year social security benefit payment is being funded by hobbling future generations 
with financial burdens (Please refer to “Reference 1” attached.)  

 

(2) Increasing burden on future generations 
Furthermore, with an increasingly aged population, the social security portion paid out 
of public funds of both national and local authorities has annually increased by one 
trillion yen so far under the current system. If the current system is left just the way it is, 
we will have no choice but to further increase burden on future generations, which will 
then cause a loss of sustainability of the social security system in immediate future.  

 

2. How to respond to financial burdens  
We would like to propose that, by the middle of the 2010s when expenses for medical 
treatment and nursing care for baby-boomers are likely to go up sharply, the 
Government should “provide the public peace of mind” in compliance with the following:   

 

(1) Reliable financial resources must be secured through “public-sector assistance 
(taxpayers’ money).”  
- Social security premiums (“mutual assistance”) paid by Japanese people, which 

already constitute “middle-level burden,” would be classified as medium level by 
international standards. In addition, hikes in pension premiums are expected in the 
future.  

- Increase in users’ out-of-pocket expense can deteriorate the existing social security 
system and can weaken income redistribution effects by passing significant financial 
burden on to users. (Please refer to “Reference 2” attached.)  

- Accordingly, in principle, ”bills should be split evenly” or in other words, the amount 
required should be shared by as many people as possible in a stable manner.  

 
(2) How to secure reliable financial resources  

- In order to improve the existing system of “middle-level welfare and low-level 
burden” and to foster better public understanding of additional financial burdens, it 
is essential for the Government to enhance the quality of its social security system and 
secure reliable financial resources at the same time in accordance with “value for 
money” principles.  

- First of all, the Government should form a public consensus that “each of people 
should accept and share an increase in social security costs by paying a little bit more” 
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in order to maintain the “middle level welfare” for a rapidly aging population. For that 
purpose, the Government has to fully describe details of functional enhancement of 
social security (For example, which type of social security service one can get and in 
which occasion? ) in response to public needs and of so-called “natural increment” and 
also has to publish estimated government expenses associated with social security. 

- At the same time, the Government should restore public confidence in social security 
and should streamline annual government expenditures. 
a. Ensuring accountability to the public and making the correlation between the 

benefit and burden of social security more understandable and transparent 
   b. Streamlining the operation and management of the social security system 
   c. Drastically restructuring the functions and mechanisms of the Ministry of Health, 

Labour and Welfare  
 

3. Public funds should be allocated to the following: 

In order to restore public confidence in a social security system and prevent the passing of 

financial burden on to future generations, based on the assumption that reliable financial 

resources are to be secured to support the social security sector (a two-sector approach), 

reliable financial resources must be allocated to the following areas: (Please refer to 

“Reference 3” attached.)  
Note: The social security sector represents the portion paid out of public funds associated 

with social security, including public pension plans, medical services, nursing care 
services and measures against a declining birthrate, based on trial calculations made by 
the National Commission on Social Security.  

 

Already prescribed by law (The portion of the basic pension plan funded from the 
Government’s budget will be raised in fiscal 2009.)  

Reliable financial resources required: Approximately 3 trillion yen a year (Equivalent 
to a consumption tax rate hike of 1 percentage point)  

 

Additional funds required for reassuring the generations still working  

Reliable financial resources required: Approximately 7.6 to 8.3 trillion yen a year 

(Equivalent to a consumption tax rate hike of 2.3 to 2.5 percentage points) 

This represents an increase in the portion paid out of public funds associated with an 

increasingly aging population and functional enhancement of social security indicated 

by the National Commission on Social Security. This includes spending for the 

following: 
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- Enhancing emergency response 

- Enhancing in-home nursing care services 

- Greater support for those who are entitled to receive little or no pension benefits 

- Seamless child care services  
 

Additional funds required for averting destabilization of the existing social security system 
(and for preventing additional passing of financial burden on to future generations)  

Reliable financial resources required: Approximately 3 trillion yen a year (Equivalent to 

a consumption tax rate hike of 1 percentage point) 
Even if the current system is left just the way it is, tax revenue increases cannot cover 
natural increases in social security expenditures due to price increases and other 
factors, which will increase the passing of financial burdens on to future generations. 
The above represents an increase in the portion paid out of public funds required to 
prevent additional passing of financial burden to younger generations and avert 
destabilization of the existing system.  

 

Additional funds required for stabilizing the existing social security system (and for 
eliminating the passing of financial burden on to future generations) 

Reliable financial resources required: Approximately 13.8 trillion yen a year (Equivalent 

to a consumption tax rate hike of 4.2 percentage points) 

This represents an increase in the portion paid out of public funds required to 

stabilize the existing social security system and eliminate the passing of financial 

burden on to future generations, by securing reliable financial resources equivalent to 

13.8 trillion yen, or the existing benefit payment for which no reliable financial 

resource has been earmarked so far.  

Note: Calculations based on consumption tax revenues during fiscal 2015. 
 

4. Three principles to enhance public confidence in social security  

Based on the above discussion, the Government should embody the midterm program in 

accordance with the following three principles: 
  

1. Achieving a society with middle-level welfare and middle-level burden 

2. Reassuring the public and securing financial resources at the same time 

3. Securing reliable financial resources in a manner balancing public peace of mind and 

responsibilities 
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