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Overview of 2017 Edition Annual Health, Labour and Welfare Report

Part 1 (Theme edition) “Social Security and Economic Growth”

*Analyze the county’s current status based on specific themes concerning health, labour and welfare, and then introduce relevant measures to
help people to deepen understanding of those themes

® Provide basic materials to consider social security from a growth perspective, while the government is aiming to create a
“virtuous cycle of growth and distribution.”

® Review the role that social security has played and its relationship with economic growth to examine the future direction, while
analyzing the current situation of people’s lives based on long-term income and wage trends.

® Introduce initiatives to achieve a virtuous cycle of growth and distribution by bolstering the foundation of social security
systems, referring to specific examples.

(Note) “Social security” in this White Paper includes labour policies related to the stability of people’s lives in addition to
pensions, medical care and welfare, etc.

Part 2 (Annual administrative report) “Response to current policy agenda”

* In this annual administrative reports, the Ministry of Health, Labour and Welfare explains how it deals with a wide variety of policy
challenges on the agenda.

/Chapter 1 Create an environment favorable for having and raising  Chapter 6 Promotion of medical innovation \

children Chapter 7 Provide sustainable health/ long-term care

Chapter 2 Improvement of the working environment through Chapter 8 Promote health and safety in people’s lives
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Chapter 1 Social security as part of the national economy
Section 1 Roles and functions of social security, Section 2 Social and economic changes and social security

» The proportion of the national budget devoted to social security spending has soared since World War Il due to the country’s
aging population.

» Compared with social security spending in major Western countries, social security expenditures in Japan go more toward the
elderly and less toward families and working age

* The number of working-age people per one elderly person has drastically declined, but policies to boost labor force participation
will increase the number of workers per unemployed person.
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Chapter 1 Social security as part of the national economy

Section 2 Social and economic changes and social security (2), Section 3 Relationship between “distribution” and “growth”
I ———————————————————————

» To tackle the structural problem of the declining birthrate and aging population, the government is promoting “Japan’s Plan for
Dynamic Engagement of All Citizens.” The plan calls for a “virtuous cycle of growth and distribution” mechanism in which the fruit
of growth enhances child-rearing support and the foundation of social security, leading to a stronger economy.

» Considering social security from the growth perspective, the government is responsible for helping people of working age achieve
financial stability, so that they can pursue their career and invest in their children’s education. The government also needs to

promote labor force participation among people under different circumstances to boost productivity.

[Presentation of a “virtuous cycle of growth and distribution”
mechanism in “Japan’s Plan for Dynamic Engagement of All
Citizens” (decided upon at the Cabinet meeting on June 2, 2016)]

Create a society in which all citizens - including men, women, the elderly, youths, people who have
experienced a failure, persons with disabilities and people fighting a serious illness- can play an active
role at home, at work, in their community and other places.

Virtuous Cycle of
Growth and
Distribution

*Former Abenomics:

Three Arrows . + Support childcare to

(Bold Monetary Paolicy, Support (?hlldcare realize youths * desire to get
and Nursing Care

Flexible Fiscal Policy, and married and have children.

Growth Strategy invoking for Seniors + Support nursing care for
private investment) are Increase Consumption and seniors to make their family
integrated and Investment members continue their job.
Enhance Labour Participation and
strengthened. Create Innovation through Diversity
i No on[e)(:::";dclinl:a'\?l:‘fhzfir1j.:bs for Desired Birth Rate of 1.8
Nomln.aI.GDP of 600 Nursing Care No one forced to leave
Trillion yen their jobs for Nursing

Care

In the second stage of Abenomics, we tackle the issue of the declining birth rate and aging population, which is
considered to be the root cause of the obstacles in economic growth. We build a new system of economic society
in which childcare support and social security are strengthened as a broader economic policy, which will lead to a
more robust economy. This is the “Ultimate Growth Strategy.”

Reference: Government X Bottleneck ... Difficulties and problems
Public Relations Online hindering progress 6



Chapter 2 People’s lives and Social Security
Section 1 Trends in family income (1

» The average gross income per household has been leveling off since 2000 for both elderly and working households (those with children). Because of the drastic increase in the
proportion of elderly households with lower incomes than for working households (from 13.7% in 2000 to 26.6% in 2016), the average gross income for all households has been on
the decline in the long run though it has been rising since 2014.

» Over the past 20 years, the variation in the distribution of income has not changed significantly for households with a head in his/her 40s, but the proportion of low-income
households earning less than 3 million yen has increased, causing the entire income distribution to shift downwards. This trend reflects a rise in the number of single person low-
income households and single-parent households.

 For elderly households, while the average gross income per household remains nearly the same, the median has gone higher. Due to the decreased proportion of low-income
households and the increased proportion of middle-income households, the variation in income distribution has narrowed, due to the maturity of the country’s public pension system.

 Per-capita (equivalent*) income has remained nearly the same for households with a head in his/her 30s and 70s and in his/her 40s and 60s, respectively.
* Equivalent income: Income adjusted to the per-capita level by dividing household income by the square root of the number of household members.
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Chapter 2 People’s lives and Social Security

Section 1 Trends in familx iIncome gzz

» Equivalentincome gap (Gini coefficient) of all people tends to expand consistently in terms of initial income due to the aging population and other factors. The redistributed

income gap has narrowed after peaking in 1998. Income redistribution helps prevent the initial income gap from widening.

 The initial income gap by age groups tends to expand for both the working and elderly generations, but the redistributed income gap is little changed for working generation
and is declining for the elderly. Public pension benefits help prevent the income gap caused by initial income from further widening.

« The relative poverty rate of total population, working generation and children, which had respectively been showing upward trends, declined recently. Although the relative

poverty rate for the elderly generation is higher than for other generations, it tends to decline.
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Chapter 2 People’s Lives and Social Security

Section 2 Trends In wages

* Wage for all types of employment has been increasing since 2014 after having declined over a long period of time due to an
increase in the number of part-time workers, particularly the elderly.

* The scheduled cash earnings of full-time workers have been leveling-off for a long period of time. For male workers in their 30s
and 40s, however, it has been increasing since 2014 after a long-term decline caused by hiring restraints and suppression of
seniority-based wage curves triggered by the collapse of the bubble economy.

* The hourly wage of part-time workers has continued to rise, reaching a record high in 2016. Meanwhile, the actual number of
working days has decreased, causing the monthly wage to remain generally flat.
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Chapter 2 People’s lives and Social Security

Section 3 Trends in assets

Working generation (household head aged 59 or under, two or more household members)
: The home ownership rate has risen for young generation.

In households with a head aged 40 or under, the amount of financial assets has been decreasing due to an increase in the financial burden

associated with housing and land purchases.
Elderly generation (household head aged 60 years or above, two or more household members)

: Home ownership rate has remained unchanged at about 90%. The amount of financial assets has been leveling off at around 20 million

yen in recent years. About half of households have savings of 12 million yen or more.
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Chapter 2 People’s Lives and Social Security

Section 4 Trends in income redistribution, Section 5 Summarx

e For households earning an initial income of less than 1 million yen, benefits amount to about 2 million yen with a burden of about 100,000 yen; for

households earning an initial income of about 5 million yen, a burden amounts to almost the same as benefits; for households earning an initial income of 10
million yen, benefits amount to about 1 million yen with a burden of about 2 million yen. For households earning a small initial income, the pension/onkyu
comprises the majority of the income they receive.

* Income redistribution has played a greater role in recent years in reducing the disparity in equivalent incomes(Gini coefficient) due to the country’s aging
population and other factors. Social security system has contributed to reducing income inequality more than tax policy has.

e The country’s income redistribution benefits exclusively the elderly rather than the working generation in terms of both benefits and payments. In future, the
government should pay attention to all generations, different types of households and household economic conditions when reviewing redistribution policies.
It is also vital for the government to promote policies that will help to raise wages for working people and a shift to all generational social security.

[Long-term trends in income, wages and

[Average amounts of benefits and burden per household by initial
assets (summary)]

income bracket (2013)]

400

® \Working generation
- For households with a head in his/her 30s ~ 50s, the

300

200 , . .
proportion of low-income households has increased

S)Jauaq JO JUNOWY

100 due to the increased number of single households, etc.

o

+ Wages remain flat on average for both full-time and

[
o
=]

part-time workers, but are declining for full-time

male workers in their 30s - 40s

® FElderly generation

uap.ng Jo Junowy
o
o
o

-300
400 + The proportion of low-income households has declined,
S EIEN I N A M S S N S I M sy \@“ while that of middle-income households has increased
S F e o S T T T S &L . :
2 O A SR S - S S - S - S S O R R S + Variance of income has got smaller
& QQ o N
AV Q N kQ’ .§\\ L )
9 &’Q& « Per-capita income level is the same as that of the
Childcare ~ Nursing care  Medical care Other cash benefits Pension/onkyu Nursing care/others  Medical care  Pension Tax N . .
( | e T | Rerbenefis working generation
Y Y (Amount ?fb be(r;eﬁts
it
Benefits in kind Cash benefits Amount of burden et 11

Source: Counsellor Office for Policy Evaluation under Director-General for General Policy and
Evaluation, Ministry of Health, Labour and Welfare “Income Redistribution Survey” (2016)



Chapter 3 Social Security from the Growth Perspective
Section 1 Efforts to stabilize people’s lives, Section 2 Support for employment and wage increases (1)
. _________________________________________________________________________________________________________________________________________________________________________|

» Help people lead financially stable lives and revitalize society through public pension scheme, and health insurance and long-term care insurance
systems

* Maintain household financial stability for families with children through child allowances, child support allowances and measures to combat child
poverty, which serve as investments in future generations

» Help needy persons achieve self-sufficiency through the welfare system and the support system for self-reliance of needy persons

» Expand child care support so that more young people can marry and have children/make sure that no one has to quit their jobs to care for family
members so that people of working age can keep working while caregiving

[Support system for self-reliance of needy persons (enforced in April 2015) ] [Child-rearing security plan (June 2017)]
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Chapter 3 Social Security from the Growth Perspective

Section 2 SuEEort for emgloxment and wage Increases gzz

 In order to contribute to growth, the government helps boost labor force participation and productivity and make sure that more
people can earn enough money necessary to make a living through employment

* The government is promoting “work-style reforms” to enable people to choose various ways of working, work in various ways,
measures aimed at improving the working conditions of non-regular workers, initiatives to empower youth and women,
employment support for cancer patients and patients with intractable/rare diseases, human resource development as well as a
plan to raise minimum wages.

[Enforcement status of the Act on the Promotion of Women’s Participation )
and Advancement in the Workplace] [Expand re-learning support ]

; PP 99.9% (15, 825 companies) . - :
(F;C;rrf]’gl;!aal.tg)rl;: algder:gtﬁgs(t)lr?rll)gr:he (Companies wit;1 300 or more regular workers EXpanSIOH of SpeCIahZGd praCtICa| January 2018 ~
Doy as of the end of March 2017) Educational Training Benefits (January )

* Notification by 2,788 companies with 300 or less regular workers reported

€ Maximum benefit rate: 60 — 70%

Recognizing companies that excel in terms of women's 291 companies 4 Maximum amount: 480,000 — 560,000 yen p.a.
participation and advancement (Eruboshi certification) (As of the end of March 2017) @ Period for which benefits can be received for reasons such as child-rearing:
* 31d stage companies: 196, 2" stage companies: 94 and 1% stage Up to4 years after Separation —20 years
companies: 1 @ Targeted course: Advanced IT, recurrent education for women — expanding
Companies that made public women’s information regarding 7,668 companies courses on weekends and evenings in particular
Women'’s Participation and Advancement with the Database of A fJ 1. 2017
Companies Promoting Women'’s Participation and Advancement (As of June 1, )
* The number of companies proceeding with the General Employer Action (Yen) [An nual trends in minimum wag e] (Yen)
Plan: 8,819
: : 900 873 30
[Image of triangular-type support toward medical care
compatible with work performance] 659 - 25
: = | Medical Sharing medical care information - Companyf‘m?h |
| institution and continuing to support = ;Hl],;?l 600 20
) FIE 173
Medical doctor Worker (patient)/family Wk
; i
in charge Human resources division = & - 15
(Opinion report (Consultation) C'ﬂ (Consultation) | Make a work-plan to help
preparation) | G—) 3 employees keep working while
' they get medicalﬁatment 300 L 10
Medical social -‘ Q 0B
worker ﬂ (5[ Industrial
=¥ L ¥ L_/doctor L 5
e WP\, st neatn
while they get
. medical treatment X 0 - -0
(Adjustment) Compatible support coordinator (Adjustment) 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 (Year)
~ mosshle ancidats for coordnlor s Amount of increase (right scale) == Minimum wage (left scale)
industrial counsellor/career consultants .
\ﬁ and social insurance labour Japan’s weighted average
efc.




Chapter 3 Social Security from the Growth Perspective
Section 3 Technological progress In the field of social securitx

technology. It is expected the use of such technology wil
services and efficiency in the services.

ICT has been facilitated in the medical field and telemed
to date.

highest level healthcare services.

* The fields of health care, medical care and long-term care have the potential for growth through innovative

Promote the strategic and integrated use of advanced technologies such as Al and big data and the
development of ICT infrastructure, thereby establishing an environment where people can receive world

| lead to improvements in the quality of social security

icine and long-term care robots have been introduced

[Thorough implementation of ICT in the medical field, etc.]

Aiming image

[Improving the infrastructure for ICT utilization in health
and medical care fields]

O Standardizing medical information and improving common ICT infrastructure to improve and
streamline medical care, thereby maintaining world-class health and medical standards and
stimulating private sector investment to realize a society allowing for a healthy and secure life.

@®Improving ICT infrastructure organically linking health care, medical care and long-term care data

— Providing optimal health management services and care to people and patients. Returning the fruits

produced by data and technology to society

— Facilitating sharing of health care, medical care and long-term care information among medical and long-term-care workers.
Streamlining and boosting medical care/services

— Allowing researchers, private institutions and insurers, efc. to analyze big data of health care, medical care and long-term care
as personal history.

— - . ¥ Image
—— Achieving “a society allowing for a
t medical ife”
ol healthy and secure life \ Insurer

medical information

long-term care services

Information falls apart on personal medical examinaion/medical care
Fundamental development will not sufice fo provide people-and
patent-centered cpfimal heath management services and care

PHR

Alhough a range of outstanding big data on medical care exisis in
Japan, & falls apart Appécafions by privale insufions  are staling
and the value/fruts of big dala are nof relumed to the nafion

atinics Hospltals et personal  —National Network — Connect Utilize  -Health Data Platform—
E'nsuring'approp‘riateand ‘.: ’ [ Poite saytca ool [ Exvactcats tom e "
" . . / high-quality medical and o3 N Health :gm - :T: ;Z (,) MELW

Record

v ‘ are effectively received ”' F ok W‘ e isdica
A accordingto the personal ¥ | N Data R Fern Wssarch
v uatiol Healthcare T Emergency CEIOUEL —
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Chapter 3 Social Security from the Growth Perspective

Section 4 Ensure a virtuous cxcle of “growth and distribution”

* With regard to the future direction of the social security burden and benefits, more than 40% of the nation want the current level of social
security benefits to be kept up or raised, and approximately 60% think a hike in contributions is unavoidable. Elderly people and high-income
earners are more favorable to the same level of benefits and are more likely to accept a hike in contributions than others.

» Itis important to (1) promote the demonstration of diverse individuals’ abilities, (2) build a social security structure that can make the working
generation feel safe, such as an “all generation- oriented” social security and (3) further improve and streamline medical and nursing care
through technological innovation, while considering social security from the growth perspective.

[Burden and benefits of social security in future (by equivalent
income brackets)]

Increase or maintain the social security benefit level 43.5%

Derreeeereroesosemmnmaseeseeesssceeeeees A

( \ 0%  10%  20%  30%  40%  50%  60%  70%  80%  90%  100%
0%  10%  20%  30%  40% '50%  60%  70%  80%  90%  100% ‘ ‘ : ‘ ‘ ‘ ; ‘ ‘
, , , , , , , , , Towl | 13.2 30.3 17.1 7.8 5.3 16.1
Towl | 13.2 30.3 17.1 7.8 53 16.1 T I I I I I I I I I
| | | | | 1 besoan tmiion | 13,1 225 11.8 98 80 225
...... T d oo N | | | | | | | | |
H 1 mill
Tolerable to increase the burden to 60.6% abovn;| éﬁ?éi? t?\ran 12.6 26.9 14.1 82 6.2 22.0
...... [[[[‘ oo | | | | | | | | |
2 milli
20~29years | avove butss van || 12,7 31.9 17.1 6.8 5.3 16.8
old 13.4 21.9 17.2 10.1 7.6 19.6 4 million yen | | | | | | | |
E | | | | | | | | | 4 million yen or
0-3years |- 933 27.6 157 82 56 19.6 o 15-°| | 3?-3 | 20-1| 8-I1 ol | 11|-4
1 | | | | | | | | | 6 million yen or
O 149 27.8 17.4 80 5.2 16.1 aove buless han | 15.4 33.6 201 Sl |
miilion yen
s0-s8yeas |14y 7I I 31|0 I | 18.5 | 91I 5.4 l 1310 oot s I I I l | | I I
old 0 5 0 0 : . ab%erm;?yse:\an 13.9 42.6 17.2 6.12.9 9.4
1 | | | | | | | | | | | | | | | | | |
P 2l 32.9 180 69 5.2 14.9 fomilenyenor | 143 34.8 26.1 112 31 37
1 | | | | | | | | | T T T I 1 1 1 T T
Toyearsador | 119 333 160 66 4.7 16.5

Tolerable to raise the social security benefit level while accepting a subsequent increase in burden

Source: “A Report of Awareness Survey on Public and Private Services in Social Security” (2015),
Counsellor Office for Policy Evaluation to Director-General for Statistics and Information Policy,
Ministry of Health, Labour and Welfare

Tolerable to maintain the social security benefit level while accepting a subsequent increase in burden due to the

declining birthrate and aging population

Tolerable to somewhat lower the social security benefit level while accepting an increase in burden to some

extent
The social security benefit level should be lowered while maintaining the burden unchanged

The social security benefit level should be lowered drastically to reduce the burden
Other
Unknown

Unclear
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