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Abstract:

This paper analyzes whether the current system can secure the required financial sources
for social security benefit payments, as indicated by the Japanese government in the “Future
Prospects for Social Security in 2040,” released in May 2018. We examine the value-added
tax (consumption tax) and social security contribution burden per household by age group of
the household head as of 2018 and consider future changes in household structure. Future
projections show that if the current system is maintained, the current tax and premium rates
(amounts) will be insufficient to cover future tax and social security contribution requirements.
Assuming the health and long-term care benefits in the “Future Prospects,” the estimated
size of the financial resource shortfall in 2040 will be 6.3 trillion JPY for health insurance
premiums and 3.9 trillion JPY for long-term care insurance premiums. Furthermore, assuming
that the value-added tax provides all additional tax revenue, the underperformance will be 17.9
trillion JPY for tax revenue. Moreover, raising tax and premium rates (amounts) and leaving
the current intergenerational burden structure unchanged will contribute to the disparity in
benefits and burdens between generations, particularly for health insurance premiums.
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