Table 4,—Beneficiaries with special miimmum PLA, at
end of specified month, 1973-78

Average

s Number P )

pecified month of pecial
beneficiaries m'E’:um R?’g[:m er::])ﬂ:ty
Decemnber 1973 04 392 %162 61 $154 78 $139 61
May 1974 217 474 170 37 165 73 148 10
June 1974 117120 175 42 167 04 148 43
May 1975 125 175 175 52 167 21 146 16
Juse 1975 27 803 176 91 170 94 147 21
May 1976 29 344 176 88 10 76 146 85
June 1976 4 296 178 20 173 58 147 {2
May 1977 4 090 178 17 173 51 152 53
June 1977 309 178 34 172 70 154 16
May 1978 378 178 36 173 48 155 25

June 1978 19 ] (s )

Data not ava lable

in coverzd employment at low earmings Unlike the
regular PIA, the spzcial mimmum PIA 1s not related to
the worker’s AME but to the number of years of earn-
ings in covered employment

While the regular PIA registered a cumulative 1n-
crease of 43 9 percent from January 1973 through June
1978, the special mmimum PIA rose only from a range
of $85-$170 n January (973 to $90-$180 in March
1974 and, not being subject to automatic cost-of-living
increases, remained in that range throughout the rest of
the period As a consequence, the special mimimum
PIA, which 15 used enly when 1t 1s greater than an
individual’s regular PIA, gradually lost its advantage for
long-term, low-pard workers Special mimimum benefits
were converted te regular benefits and the pumber of
beneficlaries with the special mimmum PIA dropped
sharply with each benefit increase—from 217,475 n
May [974 to 117,120 in June 1974, to 27,803 1n June
1973, to 4,296 1n June 1976, and to 309 in June 1977
(table 4) After the June 1978 increase, only 19 persons
with the special munimum PIA remained on the rolls

The 1977 amendments introduced two relevant
changes First, the spectal mimmum PIA will be n-
creased, effective January 1979, to 2 maximum of $230
a month Second, 1t will be affected 1n the future by the
same automatic cost-of-living 1ncreases as are applied to
regular benefits

Social Security Abroad

Recent Social Security Developments in
Japan*

Social security programs n Japan, hike those 1n other
developed countries, have been caught 1n a conflict

*Prepared by Angus Simmons, Comparatnve Studies Staff, Office
of Research and Statistics  Social Secunty Admimstration

between (1) the desire to tmprove benefits and create a
more equitable system and (2) the impact of the recent
recession and inflation  Unforeseen demographic factors
have played a role as well These forces have affected
the solvency of various programs They have also con-
tributed to the mixfure of contractions and expansions
reflected 1n recent developments Later retirement age,
accelerated benefit increases, larger deficits in many
programs, changing trends 1n voluntary contributions,
extending unemployment benefits, and health insurance
retrenchments

Background

Japan was the first Asian country to establish a com-
prehensive social insurance system Health msurance for
employees of large corporations was adopted in 1922,
followed by national health mnsurance 1in 1938, seamen’s
insurance 1n 1939, and employees’ pension insurance in
1941 In 1959, with a view to establishing universal
medical care and a pension for the whole nation, the
national health insurance program was amended and a
national pension program was introduced to include
those not covered by existing hezlth or pension
programs

Japan has two major national programs for old-age,
survivor, and disability insurance The employees’ pen-
sion covers regular wage and salary workers (the equiv-
alent of general social security programs in other coun-
trics) The national pension 1s a catchall program for all
other economically active Japanese who have never
participated 1n the employees” pension system ! Farmers
were added 1n 1970

Under the naticnal pension program, 1n additien to
the compulsory contnbutory pension, a means-tested
pension covers the following groups Widowed mothers
and guardians, public assistance recipients, disability
beneficiaries, victims of natural disasters, transitional
beneficiaries who had made no contributions or who did
not meet the gqualifying conditions 1n 1959 when the
system was instituted, and those permanently exemptad
because of low income

A number of penmsion programs, separate from the
employees’ pension and the national pension, exist for
special groups such as civil servants, agriculture work-
ers, seamen, and private schoolteachers The accom-
panying table gives, for 1977, an indication of the
number of persons covered under the vartous programs
and the number of persons recerving benefits in each of
the programs

Although every Japanesc citizen 1s now covered by
some type of social tnsurance or welfare program, con-
tnbution rates and benefit levels vary widely for the

'See Social Security Programs Throughout the World, 1977
(Research Report No  50), Office of Research and Statstics, Social
Securtty Admimstration, 1978
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Pension programs 1n Japan Number covered and number of beneficiartes, by type of benefit

Number of beneficiaries
Type of pension Number coversd
Total 0Oid age Disability Survivor
Total 56,231 242 12 774 742 10 698 709 862 011 1214 022
National penston 26,469 081 8 812,727 7 932 309 704 451 175,967
Contributory , M 3876 727 3550 944 154 353 171 430
Nonconmbutory ()] 4,936 000 4 381 365 550,098 4 537
Employees pension 23 846 918 2,803 183 1 880 028 135,930 787 225
Mutual aid associations
Public employees
Local 3 003 872 468 924 383 694 5,908 79 322
National 1 162 463 257,033 202 212 3573 51 248
Public industry 797 013 300 247 211 886 6 149 82 212
Agriculture forestry and fishenes 444 587 54 159 43 743 1239 9 186
Private school employees 270 239 18,429 15 127 255 3047
Seaman s pension 237 069 60,040 29 719 4 506 25 815

I Data not available

same type of nisk Imitially, coverage was extended to
those who had not contributed to the system Their
benefits, however, were lower than those of persons
retiring after 10 or 20 years of contributions This
inclusion created a large welfare component n these
programs The noncontributory portion has declined,
but, as the table shows, that portion ts still at a significant
level

None of the Government-established programs will be
fully matured until 1985 or later Consistent political
pressure has been exerted to raise the benefits for both
the welfare and insurance portions of these systems The
need has increased partly because of inflation and the
nsing cost of living and partly because the traditional
Japanese multigenerational fanmuly structure (in which
retrrees live with their children) has been breaking
down

Problems of Low Retirement Age

Under the Japanese social security system, retirement
age 15 60 for men under the employees’ pension, under
the national pension 1t 15 65 Permanent employees,
however, may be retired by their companies as early as
age 55 For 47 percent of these enterprises the retire-
ment age 1s 55, 32 percent used age 60 Thus a period of
as long as 10 years may exist 1n which the average
retiree cannot collect a social secunty pension

Persons mmsured with mutual aid associations are eli-
gible for full retirement benefits at age 55 Relatively
few Japanese are covered by these assoctations, how-
g¢ver Even those insured under the employees’ pension
program have to wait until age 60 (55 for women) In
the past, when retirees lived with their children, the
mncome loss had less impact

Another source of income during this nterim period
15 the lump-sum retirement bonus (averaging about 31
months® wages} paid by 67 percent of industnal firms
Nevertheless, even retirees who receive the bonus
would, under the employees’ pension program, experi-

Source Japan Office of the Prime Minister Report on Social Security Statis-
tics, 1977

ence a 29-month period without coverage According to
a recent public opinion poll, 80 percent of the re-
spondents want to raise the retirement age, and 8 per-
cent would like to see 1t abolished altogether

As mentioned above, the traditional family structure
has been giving way at an accelerating rate to a two-
generation pattern In 1975, for example, the number of
households consisting of persons aged 60 and over ac-
counted for 6 percent of Japan's 34,275,000 house-
holds This proportion represented a 13-percent increase
over 1974 In half these aged households, the elderly
lived alone Three out of 4 were women

The aged population 1s growing and a choice must
soon be made among the ways of assuring them an
adequate hivelihood Either they may be allowed to work
longer or social benefits must be expanded Official
figures indicate that between 1978 and 1985 the
Japanese population aged 55 and over will increase by
an estimated one-third, or 6 5 million persons Unless
the retirement age can be hfted, the cost of financing
adequate benefits from the mmtial date of retirement
would be prohibiive Yet, 1n 1975, there were 5 apphi-
cants for each job opening in the group aged 55-59, for
the group aged 60-64 the ratio was 10 to 1 These ratios
have undoubtedly dechned further 1n the past few years,
since unemployment has now risen to a postwar high of
about 2 percent Moreover, most planners agree that the
unemployment level could nise to 6 percent 1if firms were
able to reduce their work forces

Although signs of official support for retirement at
age 60 (when the employees’ pension becomes payable)
have been seen, progress toward this goal has been very
slow In October 1976, the Diet (Parhament) passed a
resolution recommending that, in both the public and the
private sectors, at least 6 percent of a firm’s work force
be over age 55 The resolution contained no legal sanc-
tions, however, and 1t 1s estimated that shghtly more
than 10 percent of Japanese firms have comphed In
addition, the resolution recommended that subsidies be
made available to enterprises that grant educational paid
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leave for job retraining to workers nearing retirement
age

The resolution may have brought about only a mild
improvement 1n the status of older workers An official
survey of 4,400 retired persons indicated that 76 percent
of retirement-age workers 1n companies with more than
100 employees had been reemployed or had themr
employment extended In 1973, 70 percent of the
reemployed workers were 1n comparues smaller than
their original place of employment In 1975, the
Japanese census indicated that 8 percent of the popula-
tion were 1n the age 55-64 bracket This proportion
corresponds closely to the 6-percent target of the Diet
resolution, 1f 1ndeed 76 percent of the retirees find
reemployment or extension of employment beyond age
55

In February 1977, the duration of unemployment
benefits for elderly and middle-aged persons was ex-
tended to 360 days Previously a limit of 300 days was
imposed for persons aged 55-64 and 240 days for those
aged 45-54 This change provides added income secu-
rity during the period between retirement and eligibility
for pension Nonetheless, high financial costs have kept
the Government from finding more than an interim
solution to the problems caused by a low retirement age

The Tokyo municipal government in February 1975
set up an 1nnovative program to help older workers that
has attracted attention throughout Japan A “‘work cor-
poration’’ was established to provide job opportunities
as well as social contacts for the elderly The corpora-
tion accepts from private industry jobs considered suit-
able for elderly workers Corporate membership is di-
vided nto skill groups such as clenical, technical,
maintenance, and semiprofessional Money paid to the
corporation 1s divided among workers according to the
number of hours worked All members are covered by
workmen’s compensation and are given annual health
checkups Tokyo now has five work corporations, with
more tn the planning stage, and the program has stimu-
lated considerable interest among other municipalities 1n
Japan

Problems of an Aging Population

Japan, like other advanced countries, 1s faced with the
sertous demographic problems of an aging population
Census data show that the relationship of the groups
aged 20-54 and 55 and over will change from 3% to 1
m 1975 to a little more than 2 to 1 by 1990 The aging
of the population 1s the result of a decline 1n both the
birth rate (since 1950) and the mortality rate This
situation will result 1n financing difficultzes for the
social secunity system in the long run, especially in the
national penston program, as increasingly smaller num-
bers of active participants will have to support an in-
creasing number of retirees

Employees’ Pension Program

Although the employees’ pension program ts in a
better position than the national pension program, 1t too
15 expected to encounter financing problems 1n the fu-
ture This expectation 1s based on two elements Im-
provements 1n the benefit formula and a sharp increase
in the proportion of beneficiaries In the early 1970s,
Japanese planners set up a series of social indicators to
compare their country’s social status with that of other
developed countries The indicators showed that social
expenditures 1n general and benefits 1n particular were
constderably below the level 1n Europe

This picture, together with the continued income
needs of the elderly, led to the scheduling of ongoing
improvements 1n the benefit formula The benefit for-
mula consists of a flat amount multiplied by the number
of years of coverage plus 1 percent of average earnings
The flat-rate component has risen more rapidly than
wages or prices In 1975, for example, the flat rate was
1,000 yen, 21t rose to 1,650 yen 1n 1977 Thus the total
cost of benefits will go up more rapidly than total
income from contributions, unless the latter are raised
proportionately

In addition, the demographic imbalance 1s expected to
be more acute 1n Japan than in most other countries
Because of the rapid aging of the population, according
to official estimates, the number of contnbutors per
beneficiary 1s expected to fall from 25 to ! 1n 1977 to
less than 4 to | after the year 2000

The employee’s pensions program 1s financed by a
payroll tax of 9 I percent for men workers 1n 1977 The
worker and employer pay equal shares It 1s expected
that the rate will continue to increase and reach 15
percent because of these conditions

National Pension Program

The national pension program has a contributory as
well as a noncontributory segment The contributory
part of the program, in turn, has a compulsory and a
voluntary part The national pension program was set up
in 1959 for all adult citizens not covered under the
employees’ pension program (In 1961 the contrnibutory
portton was established ) As noted ecarlier, the program
1s already facing serious financing problems because the
number of 1nsured persons 1s expected to remain rela-
tively stable during the next four decades At the same
time, a drastic increase 1s anticipated 1n the number of
recipients

The compulsory contributory program first paid
benefits in 1971 By 1975, the number of beneficiaries
had already reached 2 7 million With the maturing of
the system, the number 1s expected to rise from the
present 3 8 mullion to 6 4 million by the year 2010

*One Japanese yen equaled 0 36 U § cent as of June 30, 1977
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Under a 1973 law, the benefit level has been tied to the
consumer price tndex (CPI) For each increase of 5
percentage points 1n the CPI, the benefit 1s automat:-
cally adjusted, contributions are subject to ad hoc ad-
Justments Because of the o1l ¢risis, however, benefits
were ncreased by 16 1 percent and 21 8 percent 1n
September 1974 and September 1975 and were again
mncreased 1n October 1976

The program 1s financed by a flat-rate contribution,
and a general revenue subsidy equal to one-third of
benefit costs The rapid rise 1n benefits due to inflation
forced the Diet to quadruple flat-rate contributions in the
pertod 1972-77 Nevertheless, these contributions do
not nearly cover the cost of the program In 1977,
one-third came from general revenues, and, for the first
time, reserve funds had to be used as expenditures
exceeded revenue

As 1n the employees’ pension program, the ratio of
participating workers to pensioners will decline—from
the current 8% 1 to 4 1 by the year 2010 This unfavor-
able demographic outlook, coupled with nising benefit
levels and a reluctance to raise the contribution rate
sufficiently to cover costs, have combined to threaten
the long-term stability of the national pension program

The voluntary contributory segment of the program
has two parts The first was instituted because benefits
under the national pension program are lower than those
under the employees’ pension program and voluntary
contributions would enable the national pension partici-
pants to receive a higher benefit Under this segment,
the participant may elect to contribute 400 yen a month
and receive 1n retirement, 1n addition to the regular
benefit under the system, 200 yen multiplied by the
number of months of paid voluntary contribution

The second part of the voluntary segment of the
program 1s aimed at dependent spouses covered by the
employees” penston and under age 50 on Apnl 1, 1961
Of the approximately 26 5 million persons insured under
the national pension program, mere than 17 million are
women—including 6 million dependents of wage earn-
ers covered under the employees’ pension program who
are voluntary contributors 1n their own right The plan
for voluntary contributors has expanded rapidly because
benefit levels have been steadily improving and because
of the Japanese wives’ increasing awareness that they
are not fully covered under the employees’™ pension
program 1n the event of divorce

The noncontributory old-age pension, payable to
those aged 70 and over and not receiving any other
pension, 1s a flat-rate benefit that has also been 1n-
creased steadily It 1s financed entirely by the National
Treasury This pension originally was not intended to be
sufficient to live on As its Japanese mickname——the
“‘candy’’ pension—suggests, 1t was concetved of as a
way of providing spending money to elderly Japanese
living with their children Because increasing numbers

of the elderly live alone, the demand for Iiberalized
benefits has been growing In the decade from 1959 to
1969, the benefit rose from 1,000 yen per month to
1,800 yen More recently, however, the benefit has
gone up at an accelerated pace—to 5,000 yen per month
mn 1973, and 13,500 yen per month as of October 1976
(about 88 percent of the average monthly wage)

This recent increase tn benefits has been funded from
general revenues With the large Japanese budget defi-
ctt, however, doubts have been expressed about whether
the Diet will be willing to vote further increases 1n the
near future

Health Insurance

The two main health insurance programs are the com-
pulsory employees’ health insurance plan for workers
employed 1n manufactering, mimng, and retail establish-
ments with five or more employees (this system can be
Jomned voluntanily by workers 1n smaller businesses), and a
national health msurance plan that covers residents not
insured as a result of their employment In 1976, these two
plans covered 28 mullion and 44 million persons (including
dependents), respectively In addition, crvil servants, pn-
vate school employees, and workers in public corporations
are covered by mutual aid associations, seamen and day
laborers come under a government-administered system

Dunng the past decade health care expenditures have
mereased almost fivefold, and persons aged 65 and over
(about 8 percent of the population) account for more than
25 percent of total expenditures In 1975, the Japanese
devoted about 3 9 percent of the gross national product to
health care Both health insurance plans pay providers of
health care services according to the same fee schedule,
but the plans are funded by different contribution rates
Thus for each health association the cost per msured
person 1s the same whatever its resources or financtal
soundness Depending on the msunng medical society, a
contributor may spend between 3 8 percent and 4 7 percent
of his monthly wage on health insurance The employer
pays a suymular or shightly higher amount (up to 5 percent of
payroll, according to the bylaws of the insuring society)

Adverse economic conditions have affected the health
msurance plans as they have the pension programs Ad-
minstrative expenses for the employees® health 1nsurance
plan previously had been borne by the Natronal Treasury
As of October 1, 1976, the Government also assumed
responsibtlity, through subsidies, for 15 percent of the ex-
penses for medical care benefits, sickness, and 1nmjury
allowances In that year, 447 of the 1,658 member
societies had a deficit

Because the national health insurance plan 15 designed to
cover the oldest, poorest, and sickest segments of Japanese
soclety, it 1s the most exposed financially At present,
general revenue financing covers about 40 percent of
expendrtures
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Health insurance plans for public employees and work-
ers In certain nonpublic industries are operated by mutual
aid associations For public employees, these associations
are operated by the ministrtes for which they work. They
cover about 10 percent of the Japanese population and are
generally perceived to be fairly sound financially

In a recent effort to improve the financial condition of
the health insurance systems, the Japanese Government
mtroduced a bill that would enable the Government to
collect premiums from summer and yearend bonuses,
which can amount to as much as 33-50 percent of a
worker's annual wage The premium would equal 1 per-
cent of the bonus For the employee program, each society
would handle 1ts own collection The bill also calls for
raising (from 200 yen to 600 yen) the fee charged for the
first visit to a hospital by a policyholder and increasing the
patient share of hospital expenses

Unemployment Insurance

Japan has had unemployment insurance since 1947
The law was amended 1n 1975 so that coverage 1s
compulsory for all industrial and commercial firms with
more than five employees Voluntary coverage 15 avail-
able for employees of smaller firms and agricultural
workers The Government pays 25 percent of the benefit
costs and the entire administrative cost Employees pay
0 5 percent of earnings, employers pay O 8 percent of
payroll

Although Japan’s unemployment rate of 2 percent 1s
low compared with that of other advanced nations, the
number of unemployed persons—more than ! million as
of Apnil 1978—had remained at the same level for 13
months, a postwar unemployment record In Japan, as in
other advanced countries, this situation has created seri-
ous financing difficulties The deficit increased from 2 1
billion yen 1n fiscal year 1975 to [2 0 billion yen 1n

fiscal year 1977 The revenues, like those of other
programs, have increased slowly because wages have
gone up only a small amount 1n the present economic
climate The Diet has been unwilling to raise the contri-
bution rate under these circumstances Thus far the
deficit has been covered by past surpluses, but, unless
unemployment drops drastically in the near future, the
system will soon be 1n financial difficulty

Conclusion

Some of the recent developments n social secunty
programs in Japan can be seen as a response to changing
economic and soctal conditions  Others reflect the desire of
the Japanese to develop a more modern and equitable
social security system

The first step 1n the latter direction was an effort to
improve the situation of the elderly The problem was that
workers were rctired by their companies as early as age 55
but recerved no benefits for as many as 10 years Under
the 1mpetus of modernization, the traditional pattern of
family caning for parents had begun to weaken In an effort
to do something about this problem, the Government
began to raise benefits and to promote programs that
encourage continued employment of older workers Gener-
ally, greater emphasis was placed on raising the level of
expenditures for social programs Such improvements were,
of course, costly

Just as the improvements began to take effect, the world
recesston-nflatton of 1974 brought serious mflation and
increased unemployment Since benefits are indexed but
contributions are not, additional sources of revenue had to
be introduced Thus, contnbution tates and the general
revenue supplement have continued to be raised The
declhining ratio of contributors to beneficiaries 1s regarded
as a sertous stumbling block to improvement n the near
future
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