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Era in which “Live Healthy” is

contribution to the society
Economic critic Yutaka Takahashi

Decision on Tokyo Olympics provided
the fourth arrow to Abenomics

One year has passed since the second
Abe administration came into power on
December 26, 2012. Immediately after
formation of the cabinet, the administration
launched so—called Abenomics, the economic
policy consisting of three arrows, “escape
from deflation spiral by a large—scale
quantitative easing,” “agile fiscal policy to
stimulate public investment to enhance the
national infrastructure,” and “growth strategy
to stimulate private investment through
deregulations,” quickly achieving yen
devaluation and high stock prices.

Overseas institutional investors started to
visit Japan more frequently since the end of
last year, and securities companies have been
sponsoring increasingly large—scale
conferences for institutional investors. The
mindset of Japanese people is changing
greatly, and the stock price level has
increased by 70% in the past one year. (The
closing price of the Nikkei Stock Average was
8,664.73 yen on November 14, 2012 when
former Prime Minister Noda announced
dissolution of the Diet.) As individual
consumption started to increase, a decision to
hold the Olympics in Tokyo in 2020 was made,
heightening the expectation that it will serve
as the forth arrow of Abenomics and create
economic effects. People throughout Japan
came to have hope for the future and started
to move forward.

Abenomics which places emphasis on
overcoming deflation

Japan’s government budget deficit has
been rapidly accumulated for more than 20
years since the collapse of bubble economy,
and it cannot be eliminated overnight.
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In order to eliminate it, it is necessary to
increase tax revenue, reduce spending or
both. In any case, Abenomics advocates that
unless deflation spiral is overcome economic
boost cannot be achieved. Under the
leadership of the Bank of Japan Governor
Kuroda, the bank launched an
unprecedentedly bold monetary easing policy
without ceiling on government debt in close
coordination with the government, thereby
increasing fund in the financial market.
However, the government debt of more than
1,000 trillion yen which is more than twice as
much as GDP, if left alone, will increase like
a snowball. Up until now, patriotic people of
Japan have been purchasing most of national
bonds, but there is limit to the purchasing
power of people. The number of people who
purchase national and local government
bonds will eventually decrease, causing
increase of interest and bankruptcy of
national finance.

Some observers voice concern about the
posture of the government and the Bank of
Japan. As long as the government avoids
implementing tight monetary policy in a
wrong timing, the risk of inflation is expected
to remain low.

The cause of financial deterioration is
rapid increase of social security
spending

The biggest cause of growing budget
deficits is rapid increase of social security
spending. With low birth rate and aging of
population, the social security spending has
rapidly increased. The social security benefits
amounted 50 trillion ven in FY1991, but
increased to 109.5 trillion yen in FY2012.
That is 60 trillion yen increase in 22 years.
The FY2012 social security benefits spending
was 109.5 trillion yen (53.8 trillion yen for
pension, 35.1 trillion yen for health care, 20.6
trillion yen for custodial care, welfare and
others), and the revenue to pay for it was
109.5 trillion yen (60.6 trillion yen from
insurance premium, 29.4 trillion yen from
funding by the national government, 10.9
trillion yen from funding by the local
government, and 8.6 trillion yen from assets).
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Relationship between social insurance
benefits and the budget
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(Government Publication Online Combined Reform
of Social Security and Tax)

Details for 2012

Benefits:109.5 trillion yen=Custodian care, welfare and
others, 20.6 trillion yen

+Health care, 35.1 trillion yen+Pension, 53.8 trillion yen
Source of revenuetrevenue from assets:100.9 trillion yen
(+revenue from assets)=Financial burden on the local
government, 10.9 trillion yen+ Financial burden on the national
government,

29.4 trillion yen+Insurance premium, 60.6 trillion yen

2012 5FfE

Out of the revenue, 40.3 trillion yen comes
from national and local tax revenue.
(Government Publication Online, “Combined
Reform of Social Security and Tax,”

August 31, 2012).

Social security benefits continue to
increase every year and social insurance
premium revenue remains constant. As the
result, the financial burden on the national
and local governments continues to increase
by 1 trillion yen every year. In FY2012, the
percentage of social security-related
spending (29.4 trillion yen) in the nation’s
total spending (90.3 trillion yen) is more than
30%.

The government expects increased
revenue of 2.7 trillion yen by increasing
consumer tax by 1%, so if consumer tax rate
is increased by 3% to the level of 8% tax
revenue is expected to increase by 8.1 trillion
yven. Even if the total amount of tax revenue
is spent to pay for social security benefits,
that would not be enough to cover the
national and local governments’ burden.

As three political parties agreed on
combined reform of social security and tax
system in June, 2012, they recognized
necessity to introduce consumer tax, but at
the same time recognized necessity to decide
on the timing of introduction based on
comprehensive consideration of economic
situation. This is because there is a risk that
increase of consumer tax may undermine
quantitative easing, agile fiscal policy to
stimulate public investment and growth
strategy. Accordingly, Abe cabinet determined
the timing for 3% consumer tax hike to be
April next year and announce it on October 1,
while closely examining economic situation
and paying attention to the plight of
corporations and low-income individuals. The
administration of the Democratic Party of
Japan could not implement increase of
consumer tax which was considered to be a
commitment to the international society. The
current administration demonstrated its
challenging spirit in different dimension by
making commitment to implement both
economic recovery and fiscal reform.
However, such commitment cannot be
fulfilled by the government alone and it can
be fulfilled only when the government and
the people work together in unison.
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(Government statistics: Statistics on social security cost for FY2010)
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Change of custodial care cost and insurance premium
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Total cost of custodial insurance (k)
increases every year.
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The 10|nt press conference of the
Japanese delegation with the 10C after
Tokyo was selected
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“Live Healthy” is the contribution to the
society expected of the people

Let us take a look at social welfare including
health care and custodial care among social
security benefits excluding pension. The public
share (national and local government) of the
health care cost of the people is expected to
increase from 14.1 trillion yen (36% of the total
health care cost which is 39.1 trillion ven) in
FY2011 to 24.8 trillion yen (41% of the total 61.2
trillion yen) in FY 2025. This is increase of 10.7
trillion ven (76% increase) in 14 years. (Ministry of
Health, Labour and Welfare homepage, On Japan’s
Medical Insurance) The custodial care insurance
cost is expected to increase from 3.6 trillion yen in
FY2000 to 9.4 trillion yen in FY2013 and 21 trillion
yen in FY2025, which is increase of 17.4 trillion
ven (5.8 times) in 25 years. (Ministry of Health,
Labour and Welfare, Current Status and Future
Role )of Public Custodial Care Insurance System,
2013).

According to the statistics published by the
Ministry of Internal Affairs and Communications
on September 15, there are 31.86 million people at
65 or older in Japan which is a country with long
living people. Japan has become a country with
aging population with one out of four people is
senior. Percentage of people at 65 or older in the
total population is expected to be 30% (36.57
million people) in 2025, 10 years from now and the
number will peak at 37.87 million in 2042.
(Ministry of Health, Labour and Welfare, Current
Status and Future Role of Public Custodial Care
Insurance System, 2013).

Deregulation, the third arrow, is to be
implemented in the fields of heath care,
pharmaceutical drugs, custodial care, education,
infant education and child care. The next big
challenge of Abenomics is how to cope with the
society with low birth rate and aging population.
When we consider the current situation in which
social security spending is increasing by 1 trillion
yen every year, seniors “living healthy” can
certainly contribute to reduction of health care
cost and custodial care cost. As long as seniors
are healthy, they can work and can supplement
decreased income caused by raising of age
qualified to receive pension with their own efforts.

Benefits will not be limited to that. If healthy
seniors take care of their grandchildren at home,
that can reduce infant education and child care
cost. Seniors can enjoy fruitful life and pass
wisdom of life and precious traditions inherited
through past generations to the future generation.
We are ushering in the age in which “living
healthy” itself is considered to be an important
first step on contribution to the society.
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