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Expectations Toward the Future Shape of the Japanese Healthcare System Exploring
Issues of Cost, Quality, and Access Identified in Public Opinion Research HGPI Rty
January 22, 2021

Background

- On January 22, 2021, the Health and Global Policy Institute (HGPI) held a symposium to discuss the expectations of the public for Japan’s
healthcare system based on findings from public opinion research undertaken from November 2020.

- At this symposium, leading experts in Japan discussed public aspirations for Japan’s healthcare system and the sustainability of the system.
This symposium also addressed the issue of how to communicate public opinion to policymakers, and the challenges that the public faces in
order to participate in healthcare policy formation.

Overview
Date: Friday, January 22, 2021, 15:00~17:00
Location: Zoom Webinar
Organizer: Health and Global Policy Institute
Participants: Patient and peer support organizations, members of academia, ministry officials, lawmakers, and members of the private sector
Program: (Honorific titles excluded, no specific order)
15:00-15:10 Opening 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)
15:10-15:25 Presentation: “Results of Research into Public Opinion on the Healthcare System” - Matt McEnany (HGPI Senior Manager)
15:25-15:40 Keynote Speech 1: “Creating a Social Security System Oriented to All Generations /
The Government’s Perspective on Japan’s Future” - Kentaro Enomoto (Deputy Director General (Health Policy),
Minister’s Secretariat, MHLW)
15:40-15:55 Keynote Speech 2: “Social Security in a Society with an Aging Population and Declining Birthrate - The Future of Our Welfare
Society” Yoshinori Hiroi (Professor, Kokoro Research Center Kyoto University)
15:55-16:55 Panel Discussion: “Co-creating a Better Society with the Public”
Satoshi Imamura (Vice President, Japan Medical Association)
Kentaro Enomoto (Deputy Director General (Health Policy), Minister’s Secretariat, MHLW)
Kenichi Oi (Executive Director and Program Director, Cancer Support Community)
Kohei Takashima (Chair, Committee on Social Security Reform from the Perspective of the Generation Seeing Increased Costs,
Japan Association of Corporate Executives / Representative Director, CEO, Oisix ra daichi Inc.)
Yoshinori Hiroi (Professor, Kokoro Research Center Kyoto University)

16:55-17:00 Closing Remarks - Kiyoshi Kurokawa (Chairman, HGPI)

I Main Discussion Points

» Although there is a high level of public interest in discussions on social security, healthcare policy, and the allocation of limited
financial resources, there does not yet seem to be widespread understanding of health system policy topics among the public,
particularly with regard to health financing. Further efforts should be made to provide the public with the basic information needed to
engage in policy discussions and decision-making.

- Many citizens have some desire to be involved in the decision-making process for healthcare policy. In HGPI’s 2019 Survey on Healthcare in
Japan, a nationwide survey of 2,000 men and women age 20 and over, 79.6% of respondents stated that they wanted their opinions reflected
in the healthcare policy formulation process. However, only 33.7% of respondents expressed satisfaction toward the degree to which public
opinion is currently reflected in that process.

- With the aim of further communicating public opinion to healthcare policymakers, HGPI conducted another public opinion survey in FY2020.
In that survey, HGPI asked respondents about their willingness to pay more for higher quality healthcare. Most answered “To the extent
possible, | want to maintain the current level of services without increasing payments.” Furthermore, in a separate question on financing,

many respondents said, “I want steps to be taken to avoid increasing payments, even if that means that the current standard of healthcare
cannot be maintained



In that same survey, HGPI also asked respondents about the best way to determine out-of-pocket payments at healthcare institutions.
Many respondents indicated that they wanted out-of-pocket payments to be set according to each individual’s wealth. Some voiced
concern regarding the burden of payments placed on older adults, while other respondents expressed dissatisfaction toward the burden
of payments currently being placed on the working-age population. Respondents also communicated their expectations toward
investments in various types of innovation in Japan’s healthcare system, such as pharmaceuticals and medical devices.

In light of these findings, it is clear that more should be done to clearly communicate to the public the benefits they are receiving for
payments made into the system. Doing so will help foster public satisfaction and acceptance in healthcare system policies.

» In order to solve the issues facing Japan and achieve the reforms that the Government wants to see for the social security and
healthcare systems, there must be further debate on how to ensure that the level of payments expected from each group in
society is fair. It is also crucial to communicate with the public about the benefits they can expect to see from reforms..

Building a “social security system oriented to all generations” means creating a healthcare system that the public can trust will provide
equal levels of support to all generations. This will require addressing issues raised in existing discussions on pensions, healthcare, and
long-term care and advancing efforts for the arrival of the era of 100-year lifespans, including work style reform. Policies are needed that
can help lower growing burden of payments placed on the working-age population.

Government reforms moving forward will aim to affect change by pursuing five goals: (1) build an “age-free” society in which people of
all ages can play active roles; (2) create a social security system that supports freedom and a diversity of choices; (3) suppress the
growing burden of payments expected from the working-age population; (4) provide social security benefits for all generations equally;
and (5) attend to the public’s concerns. Specific initiatives in healthcare include reforming systems for the provision of healthcare,
reconsidering out-of-pocket healthcare payment rates for elderly people age 75 and over, and increasing fixed payment amounts at
hospitals to encourage the use of family doctors and to prevent the concentration of patients at large hospitals. Measures being
considered in the fields of prevention and long-term care include drastically reinforcing the Insurer Effort Support System, drastically
expanding long-term care incentive subsidies, promoting evidence-based policies, and utilizing technology in long-term care services.

The Government cannot avoid further consideration of health system financing if it wants to successfully advance the reforms discussed
above and achieve healthcare system sustainability over the medium- to long-term. In Japan, social security contribution as a percentage
of GDP is 12.1%, which is higher than the Organisation for Economic Co-operation and Development (OECD) average of 9.0%. However,
the tax burden shouldered by the Japanese public as a percentage of GDP is 18.6%, which is lower than the OECD average of 25.0%. This
makes financing social security benefits an issue.

Building a sustainable society and healthcare system are not issues that only affect Japan. These are topics being discussed around the
world, with each discussion reflecting the values of each country. For example, in the United States, various policies have been
formulated based on a shared understanding that limited social security and welfare benefits will be provided by a small government
based on a foundation of expansion and growth. In Europe, more extensive social security systems with expansive welfare and higher
payment levels have been established under relatively large governments adapted to the circumstances of each country, based on
freedom, democracy, and a recognition of global issues like environmental problems. In Japan, however, public debate on visions,
philosophies, and options like those described above have become scarce. Methods to publicly evaluate advanced healthcare and care
services in medical welfare have not been sufficiently established.

Society has entered an era of mass production, mass consumption, and mass disposal, while also undergoing demographic and
epidemiologic shifts. A transition from diseases of deficiency to diseases of excess is underway. The fact that investing vast sums does not
always improve people's wellbeing or health indicators like life expectancy suggests that resource-intensive healthcare is not necessarily

cost-effective.




P Society is pushing the burden of payments for the social security system onto future generations, which are being born into a
rapidly changing environment. In order to address this problem while also ensuring that the elderly feel that social security will
continue to support them, the Government must lay out a vision for the future of the system and implement countermeasures
rapidly to achieve that vision.

A Government projection on changes in the size of the health and welfare workforce based on estimated demand by 2040 showed that,
while the working-age population continues to decline, the health and welfare workforce must grow from about 8.23 million (12% of the
total workforce) in 2018 to approximately 9.3 million (14-15% of the total workforce) in 2025 and then to about 10.7 million (18-20% of
the total workforce) in 2040. Given constraints in the supply of available workers, the Government must consider complex measures that
will lead to a reduction in demand, including policies to promote diversity in employment and social participation, increased healthy life
expectancies, and health and welfare service reform.

Economic and financial conditions in Japan and around the world have caused a significant shift in the values of the younger generations
and have resulted in more precarious working conditions, lower marriage rates, later marriages, and declines in birthrates. As a measure
to avoid a situation in which younger people pay into the system but do not benefit from it, it may be necessary to consider redistributing
approximately 1 to 2 trillion yen in pension benefits out of the 55 trillion yen used for high-income, elderly households as “social security
for the first half of life,” thereby strengthening currently inadequate public support for younger generations. Social security for the first
half of life could support disability-related expenses, measures that support families, and proactive employment policies. In France,
Germany, and the United Kingdom, approximately 8% of GDP is used for these kinds of social services. That number is about 4% in the
United States. In Japan, approximately 3% of GDP is spent on these services.

While undertaking measures to reduce the burden of social security payments on future generations, it will also be important to create
an age-free society in which people can play active roles throughout their lives. This would help to ensure that the system can ascertain
sufficient healthcare resources past 2025, when the baby boomer generation will be age 75 or older.

The number of municipalities with populations of 5,000 or less is expected to increase in number rapidly until 2040, when they will
account for about a quarter of all municipalities in Japan. Given these circumstances, consideration must be paid as to what extent
municipalities will be able to serve as service providers.

According to a 2001 survey on social isolation in OECD countries, nearly 15% of people in Japan said they rarely or never spend time with
friends, colleagues, or others in social groups. This result was about 10% higher than the results from Germany and the United Kingdom.
It is likely many have no choice but to live in fragmented communities. Policies that can reinforce society’s ability to provide mutual aid
will be important in order to enable elderly people to serve active roles in an age-free society in the future.

» To foster a sense of ownership over the social security system among members of the public, every citizen’s understanding of the
financial situation facing social security and of how that system is being managed must be deepened. Achieving that will require
support from all stakeholders in the social security system.

In FY2020, the total costs associated with social security benefits (based on the amount budgeted) were 126.8 trillion yen, or 22.2% of
GDP. Of that, 40.6 trillion yen went to healthcare (7.1% of GDP) and 12.3 trillion yen went to long-term care (2.1% of GDP). Calculated
under certain assumptions, the projected costs of social security benefits in FY2025 will be approximately 47.8 trillion yen for healthcare
(7.2% to 7.3% of GDP) and 15.3 trillion yen for long-term care (2.4% of GDP). Projections for FY2040 show that healthcare will cost 66.7
trillion to 68.5 trillion yen (8.4% to 8.7% of GDP) while long-term care will cost 25.8 trillion yen (3.3% of GDP). To pay for those costs, the
social security system primarily makes use of insurance premiums (which account for 59.4% of funding, or 73.6 trillion yen) and public
funding (which account for 40.6% of funding, or 50.4 trillion yen). Looking at trends over time, insurance premiums are rising while tax
increases have been limited.

The Government does publish changes in tax rates and social security premium rates to illustrate the financial burden placed on the
public by the social security system. However, members of the public do not fully understand who is paying, and how much they are
paying, nor do they understand who is receiving benefits and to what extent. It is important to communicate to the public frequently
using simpler, easier-to-understand content that is tailored to its audience.



Currently, out-of-pocket payments for health insurance cover about 15% (6 trillion yen) of expenses for the entire health insurance
system. Of the remaining 85%, which is covered by insurance benefits, about 32% (4.7 trillion yen) is provided through public funding and
53% (21.2 trillion yen) is provided through insurance premiums. Actual out-of-pocket rates are approximately 20% for the general public
and approximately 8% for elderly people age 75 and over. Each rate takes the general income of each group into account to a certain
extent. In addition to insurance premiums and public expenditures, there are costs associated with other complex fiscal adjustment
systems. These include about 17 trillion yen in support payments provided by the Medical Insurance System for the Latter-Stage Elderly
(for people aged 75 and over) and about 7 trillion yen for the fiscal adjustment system (which adjusts imbalances in financial burdens
caused by differences in age and medical expenses) for elderly people ages 65 to 74.

To improve basic knowledge and increase understanding toward social security, information on the economic and financial elements of
the social security system must be included in the curricula for compulsory and higher education. It is also important that local
governments, businesses, and healthcare institutions create opportunities for the public to think about social security by using their own
networks to disseminate information in a way that is tailored to the recipients.

Coronavirus Disease 2019 (COVID-19) has raised public awareness about health, social security, and especially healthcare system issues.
However, even if individual citizens possess an accurate awareness of the issues facing the health and social security systems, their
opinions will not be utilized if tools for gathering their thoughts and opinions are insufficient. Therefore, tools for collecting new opinions
outside of existing systems are required. For example, the National Institute for Health and Care Excellence (NICE) in the United Kingdom
openly recruits volunteer patients and related parties to participate in discussions and provides an educational program on the U.K.'s
complex social security system. In the United States, the Food and Drug Administration (FDA) has recruited 300 patients and other
interested parties to participate in FDA policy discussions as associate employees. To elevate the voices of the public and increase their
sense of ownership over the healthcare system, Japan should also build a system to involve members of the public in policy discussions.

» COVID-19 pandemic should be taken as an opportunity to invest in the quality and material innovations needed for the future. in
the coming era, to encourage the horizontal spread of best practices and lessons after scientific analysis, and to initiate the
transition to a sustainable system.

During the global COVID-19 pandemic, infections have spread mainly in densely crowded cities like New York, London, Paris, and Tokyo,
highlighting the vulnerability of a society in which populations are concentrated in cities. A 2017 study using artificial intelligence (Al)
conducted by the Hitachi Kyoto University Laboratory determined that a decentralized population would be most desirable for Japan in
the future from the perspective of ensuring sustainability while dealing with the issues of the declining birthrate and aging population,
individual health, happiness, and disparity. The findings suggest that in addition to a reform of the healthcare provision system, the social
security framework must be reconsidered from a broader perspective. That reconsideration will lead to systemic changes, and changes to
the lives of the public. For example, to address the gap between average life expectancies and healthy life expectancies, a thorough
national discussion should be held to examine views on life and death and if current systems and policies reflect the values held by the
public.

There is growing interest in Nagano Prefecture’s ongoing efforts to create a sustainable and decentralized healthcare system. In the 2010
national census, Nagano Prefecture ranked first in average life expectancy for both men and women, but ranked 43rd among the 47
prefectures in per capita healthcare costs for elderly people. In other words, Nagano Prefecture has demonstrated extremely high cost-
effectiveness in healthcare. The reasons for that are thought to be its high employment rate for elderly people (which is the highest in
Japan), high vegetable consumption, and the broad spread of health promotion efforts led by health volunteers and preventive health
activities led by professionals. Circumstances surrounding low birthrates, population aging, public finances, healthcare demand, and
human resources differ from prefecture to prefecture, so it will be necessary to analyze best practices and lessons learned in a scientific

manner and to then promote reforms tailor-made for each municipality.




Currently, financial resources in healthcare and long-term care systems tend to be tied up in “after the event” costs, such as costs for
care after a diagnosis or when someone is no longer able to work. Financial resources are lacking for preventive care, such as health
checkups for frailty (reversible physical deterioration), or for the recurrent education needed to achieve a society in which anyone can
acquire new skills and play an active role at any age. To ensure society stays healthy and vibrant, it will be important to shift from “after
the event” spending to “before the event” spending on preventive care while enhancing preventive social security and community
policies. In addition, R&D investments in what were previously regarded as peripheral fields of healthcare such as prevention and health
promotion, long-term care and welfare, and living services and amenities can serve as investments in preventive care that result in better
QOL for each citizen, opening up new opportunities. Policies that take into account new opportunities provided by better health should
also be considered.

A primary characteristic of healthcare in Japan is free access, which allows patients to choose which healthcare institution they want to
visit. However, as healthcare demand rises due to population aging, this system is starting to show its limitations. For example, free
access can lead to the concentration of patients in certain healthcare institutions or make it difficult for people to receive care at the
institution that best fits their needs. In turn, these factors hinder the ability of patients to effectively utilize resources and cause the cost
of healthcare to soar. Therefore, it will also be necessary to establish a new system in which everyone has their own family doctor while
retaining the strengths of the free access system.

The digitization of health and medical care information nationwide will be essential for eliminating waste in the health insurance system
in the future. This initiative has been strongly promoted as a response to the COVID-19 pandemic by the Yoshihide Suga cabinet, which
was inaugurated in September 2020. Within that initiative, however, the Government should not place overly stringent regulations on
the digitization of electronic medical records, online medical treatment systems, and regional collaboration systems. Instead, it should
improve the environment so that those systems can operate together. Regarding the innovations created by those systems, it will be
important that results are evaluated and verified by third-party organizations with the goals of establishing domestic standards and
meeting international ones.

When considering social security reform, issues must not only be discussed from the perspectives of annual income and expenditures. It
is also necessary to consider insurers and the provision system for healthcare services to ensure the social security system operates
smoothly. Above all, to achieve social integration as well as efficiency, the perspectives of the users of social security and healthcare
services must be considered within the policymaking process while taking various societal factors into account. These include fairness
both among generations and within each generation, growing diversity in living conditions (such as the increase in single-person
households and non-regular workers), disparities between urban and rural areas, and the uneven regional distribution of key social
security resources such as people and goods. Discussions on benefits and costs related to these issues should not be conducted among
only bureaucrats, politicians, and a few healthcare experts. They should be conducted openly and with understanding from members of

the public, starting with patients.
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