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November 2019

HGPI’s “Rebalancing Healthcare Systems: Innovation and Sustainability” Project
Expert Forum Report

Building a Healthcare System for All Generations

Since the achievement of universal health coverage in 1961, Japan has become one of the world’s healthiest and

most active aging societies. The year 2022 will mark the 100th anniversary of the enactment of the Health Insurance

Act, the law that forms the basis of Japan’s health insurance system. However, the sustainability of the healthcare

system is now threatened by challenges caused by the falling birthrate and population aging, such as a shrinking

workforce and an increasing ratio of high-cost beneficiaries. On November 5, 2019, Health and Global Policy

Institute (HGPI) held an expert forum entitled “Rethinking Social Security: Ensuring an Ideal Balance between Health

Insurance Benefits and Premiums — A Multi-stakeholder Conversation on Japan’s Universal Healthcare System.”

Forum participants discussed future goals for the healthcare system and the policies needed to enable the system

to meet those goals. The following is HGPI’s report on the content of that discussion.

Redesigning Japan’s social security system in light of demographic and epidemiological transitions

The variations Japan has seen in annual rates of change for national healthcare expenditures and Gross
Domestic Product (GDP) are in line with the low economic growth Japan has experienced in recent years. In
light of that, it is not possible to confirm that there is a correlation between national healthcare expenditures
and the rate of population aging.

By age group, annual changes in healthcare expenditures have been greater in recent years for elderly people
(age 65 years and over) compared to non-elderly people (ages O to 64 years), but per capita rates of change in
healthcare expenditures have been greater for non-elderly people. This suggests that political measures to
control healthcare expenditures for the elderly have been somewhat effective.

The population age 75 years and over is projected to grow steadily by approximately 750,000 people annually
starting in 2022. Simultaneously, the population that supports the insurance system — people age 20 to 74 years
— will shrink.

Reforms in the social security system and the job market are progressing to ensure that elderly people can
continue to proactively engage in work and lead rich lives as we transition into an era in which people regularly
experience lifespans of 100-years and up. Toward the creation of a social security system oriented to all
generations, Japan is now seeing growing awareness around the importance of creating a system that
promotes generational equity in terms of who funds it, with premiums being paid according to each individuals
capabilities, not age.

As Japan ages, its population is projected to shrink dramatically over the coming century. The population of

people age 65 and over will peak in 2042. Japan must create a social security system that can adapt to its

changing demographic reality. That said, a number of other perspectives must not go overlooked, including
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the epidemiologic transition Japan continues to experience, as infectious disease incidence falls and lifestyle
disease incidence continues to rise, particularly among one and two person households.

Japan’s healthcare system has thus far facilitated access to the revolutionary, new, high-cost drugs that have
started to enter the market more and more over recent years through a combination of policies. Special
exemptions have been given, guidelines have been created to promote optimal use, and cost-effectiveness
analyses have been conducted. However, high-cost pharmaceuticals that cannot be covered using only existing

policies may emerge in the future.

Policy measures to help the healthcare system thrive

Expenditures must be optimized to ensure the sustainability of the healthcare system while maintaining the

quality of healthcare provided. In the future, it will also be important to secure further financial resources in

order to promote measures like work-style reform for healthcare providers and to deliver healthcare systems
suited to the needs of individual regions within Japan.

Japan must invest further in innovative measures that can be expected to suppress healthcare expenditures

over the long term. For example — the construction of a platform to support the further use of artificial

intelligence (Al), telemedicine, and big data in the healthcare system. In addition, serious consideration should
be made on the further introduction of telemedicine in regions where medical access is worsening over time.
Health insurance societies are undertaking initiatives to promote health and prevent disease, but these
initiatives vary according to the scale, structure, and financial circumstances or each society. It is important

that such societies share best practices among themselves. Further efforts should also be made to promote

cooperation between insurers and the private sector as a whole.

Japan must continue to work to create an environment in which as many members of the public as possible
can contribute to society. This can be supported through the creation of a social security system that
fundamentally focuses on the promotion of health and prevention of disease, with sufficient consideration for

preserving a sound balance between system premiums and benefits. Investments to improve the social and

economic productivity of individuals will enhance latent growth in the Japanese economy and can be

expected to lower medical and nursing care costs over the long-term.

Increased life expectancies have resulted in a rise in the number of people who continue to work while
experiencing an illness. On the other hand, annual loss due to unemployment caused by cancer is estimated

to total 1.8 trillion yen. The current system to compensate workers when disease or injury prevents them

from working is not oriented toward helping people return to the workforce. This system must be

reexamined.
Any funding for efforts to maintain quality in the healthcare system as the population shrinks due to lower
birthrates and population aging will inevitably come from the public and the private sector, so it is essential to

further deepen public understanding about healthcare. Further educational initiatives should be promoted

to help the public develop literacy around social security and health, including the social and economic

position of the social security system and the resources needed for the system.
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Securing the financial resources needed to sustain the social security system

A comparison of social security expenditures and public payments into social security systems among
Organisation for Economic Co-operation and Development (OECD) member economies showed that since 1990,
the growth rate of Japan’s social security expenditures have outstripped economic growth. This has upset the
balance between benefits and premiumes. It is estimated that the gap between social security expenditures and
public payments into the system will continue to increase if appropriate reforms are not implemented.

As it is generally thought that social security costs are being driven up by the high proportion of elderly within
Japan, which is experiencing population aging ahead of the rest of the world, it is crucial that consideration be
made about the appropriate size of the social security system based on the demographic transition Japan is
experiencing.

Looking at per capita healthcare expenditures by age group, the average expenditure for people age 75 years
and over is 910,000 yen (of which 349,000 yen is paid for by the national Government). This is approximately
five times higher than the average expenditure for people age 0 to 64 years old, which is 184,000 yen (of which
26,000 yen is paid for by the national Government). Additionally, looking at per capita long-term care
expenditures by age group, the average expenditure for people age 75 years and over is 480,000 yen (of which
136,000 yen is paid for by the national Government). This is approximately ten times higher than the average
expenditure for people age 65 to 74 years old, which is 50,000 yen (of which 14,000 yen is paid for by the
national Government).

From 1990 to the present, the size of social security benefits has grown by 3.5% annually. Financing for
healthcare and long-term care expenditures relies heavily on public funding, and the cost to the Government
of the system has grown by 4.3% annually since 1990. The ratio of benefits paid for by public funding is higher,
and the ratio of benefits paid for by insurance premiums is lower for people age 75 years and over compared
to people age 0 to 74 years old. Public expenditures increase as the population ages, and the ratio of benefits

paid for by the national Government is increasing as well. That said, social security is the foundation of society

and a driver of economic growth. It is crucial that debate be had on how to secure funding for the system

that does not rely wholly on public funding, which is required to pay for a wide range of services, and instead

comes from a broad range of sources including individuals and organizations.

While many see the main source of funding for the social security system as consumption tax, it is also crucial

to consider a broad range of other taxes, including tobacco taxes and sugar taxes. Given the possibility that

healthcare system costs may be dampening economic and wage growth, it is also crucial to consider the impact
that any new measures to secure financial resources will have on household finances.
The debate about how to secure financial resources for the health system must occur alongside a debate on

efficiency in the current system._Japan must recognize that there is a need to rethink the services and

pharmaceuticals covered by the current system in order to ensure the system’s sustainability. The public as

a whole should once again reconsider the system’s fundamental principles of self-help and mutual support.
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Issues and expectations for reforms targeting the creation of a security system oriented to all
generations

® Greater political will is needed in order to advance policies to fix generational disparities, reduce waste, and

secure stable sources of funding for reforms within healthcare and social security system as Japan continues
to experience an epidemiological transition.

® In order to relieve public unease towards healthcare system and promote public health, Japan must continue
to work to achieve a balance within the social security system between self-help, mutual support, and public

aid initiatives. At the same time, the Japanese Government must also work toward changing health behaviors

and making the connection between a better future for Japan and the extension of healthy life expectancy.
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Rethinking Social Security:

Ensuring an Ideal Balance between Health Insurance Benefits and Premiums

A Multistakeholder Conversation on Japan’s Universal Healthcare System

Date and time: Tuesday, November 5, 2019, 15:00-17:00

Venue: International House lwasaki Koyata Memorial Hall (5-11-16 Roppongi, Minato-ku, Tokyo)

Organizer: Health and Global Policy Institute (HGPI)

Attendees: Policymakers, relevant ministry officials, academic and private sector representatives, etc.
(Approximately 80 people are expected to attend.)

Tentative program: (Speakers are listed in alphabetical order. Not every speaker is confirmed.)
14:40 Doors open

15:00-15:05 Opening Remarks
Kiyoshi Kurokawa (Chairman, HGPI)

15:05-15:20 Keynote Address 1 “The Current State and Issues of Public Healthcare”
Hisao Endo (Chairman, Social Security Council
(Director-General, National Institute of Population and Social Security Research))

15:20-15:35 Keynote Address 2 “Social Security and Government Finances: Issues and Outlook”
Hirotaka Unami (Deputy Director-General, Budget Bureau, Ministry of Finance)

15:35-15:50 Keynote Address 3 “Sustainable Healthcare Provision System in the Age of Innovation”
Masami Sakoi (Assistant Minister, Minister's Secretariat, Ministry of Health, Labour and Welfare)

15:50-16:50 Panel Discussion “Healthcare Access and the Balance Between Benefits and Premiums in the

Social Security System”
Panelists:
Satoshi Imamura (Vice-President, Japan Medical Association)
Naomi Sakurai (President, Cancer Solutions Co., Ltd.)
Masahiro Sano (Executive Managing Director, National Federation of Health Insurance Societies (Kenporen))
Kenji Shimazaki (Professor, National Graduate Institute for Policy Studies)

Toshio Nagase (Senior Director, Government Affairs Japan, Gilead Science K.K.)

Moderator:
Joji Sugawara (Senior Associate, HGPI)

16:50-17:00 Closing Remarks
Yasutoshi Nishimura (Member of the House of Representatives / Minister in charge of Economic Revitalization
/ Minister in charge of Social Security Reform / Minister of State for Economic and Fiscal Policy)

Notes: Program is subject to change. Simultaneous English-Japanese interpretation will be provided.

B This Forum will make use of the Chatham House Rule. We ask that information on which panelist made which
comment be kept private following the meeting. HGPI hopes for understanding on this rule, which is being
adopted to promote open communication.
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