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Abstract

Purpose – The purpose of this paper is to examine the health sector reform toward 2040 of Japan as a
super-aged society.
Design/methodology/approach – This paper discusses the current healthcare policies adopted in Japan
and projects the challenges in future as a super-aged society.
Findings – Through Japanese experiences, it is considered that Community-based Integrated Care System is
useful, which takes into account the perspective of health care users. Being a super-aged society, it is essential
for Japan to have more consensus by further removing obstacles, and paying attention to the change of
paradigm and the purpose of care.
Originality/value – Based on the case of Japan, this paper serves as a reference for other East Asian
countries, which would sooner or later encounter the similar situation of becoming super-aged societies in the
21st century.
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Introduction
Japan has implemented health sector reform to enable themaintenance of a healthcare supply
system in times of low economic growth and rapid aging, which the world has never
experienced before. A new medical and long-term care (LTC) framework for a super-aged
society has been created; however, there are still many problems to be solved before 2040,
when the absolute number of the elderly population is expected to peak. Currently, the
Japanese government is reforming the social security system, aiming for 2040 (Ministry of
Health, Labour and Welfare, 2018a).

In other East Asian countries, as in Japan, society is aging rapidly, and health sector reform
has become an urgent issue. In 2007, Japan’s aging rate exceeded 21 percent for the first time in
the world (the so-called “super-aged society”). According to an estimation from the United
Nations, South Korea will enter the super-aged society in 2027, Singapore in 2028, Thailand in
2033, China in 2035, and Vietnam in 2050 (United Nations, 2019). In this context, examining
health sector reform in Japan, regardless of its success or failure, is considered beneficial for
those East Asian countries that will become super-aged societies following Japan.

The authors first review the trends of health sector reform in Japan from the mid-1980s to
the present, noting the background in which the reform was implemented. Then, the existing
problems occurring in the aging of Japan are discussed. Based on those considerations, the
issues for preparing a healthcare system for 2040 and what can be learnt from the Japanese
experience will be summarized.
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Review of health sector reform
With the introduction of the universal health coverage insurance system in 1961, medical
demand increased significantly in Japan. However, after the two oil shocks (the first in 1973,
and the second in 1979), when high economic growth came to an end, policy shifts were
implemented to curb medical expenses. In the mid-1980s, when Yasuhiro Nakasone became
Prime Minister (1982–1987), the Elderly Health Law was enacted, and the Medical Care Act,
which had never been revised since its enactment in 1948, was amended. The Elderly Health
Law removed elderly people aged 70 and older from the existing medical insurance system,
and put them under a new system, in which financial resources are provided by each medical
insurer (regional/occupational insurance). Moreover, free (of copayment) medical care service
for the elderly since 1973 has come to an end (Hasegawa, 2020).

The revision of the Medical Care Act (the first amendment) initiated a Regional Medical
Plan. This amendment aimed to allocate appropriate resources and resolve the uneven
distribution of acute care hospitals as the healthcare market expanded, and prefectures came
to play a major role in creating a Regional Medical Plan. In the Regional Medical Plan,
prefectures established medical areas (secondary medical areas) to provide general medical
services and set the upper limit for the number of beds in each medical area. Construction of
new hospitals is only allowed in secondary medical areas in which the number of existing
beds is below the upper limit. Although this plan set an upper limit on the number of newbeds
added, existing hospitals were not forced to reduce beds. This approach served to facilitate
consensus among stakeholders such as hospital owners regarding Regional Medical Plans.

These Regional Medical Plans are to be revised by the prefectures at least once every five
years, and the setting of secondary medical areas is also revised. A major change in the
overall Regional Medical Plan was implemented in the fifth revision, and a new plan came to
play a role in establishing a healthcare delivery system for each of four diseases and five
medical services. The four diseases are cancer, stroke, acute myocardial infarction, and
diabetes; the five medical services are emergency care, disaster medical care, medical care for
remote areas, perinatal medical care, and pediatric medical care (including emergency
pediatric medical care). Mental diseases and home health care have been added, and the
construction of a cooperative medical system to provide for the five diseases, five medical
services, and home health care is being promoted. The five diseases were selected based upon
their burden on society, and the fivemedical serviceswere selected given theywere important
issues in securing regional medical care. Prefectural governments should: (1) clarify
“necessary medical functions”; (2) specify “the names of the medical institutions that perform
each medical function”; and (3) set “the numerical targets” in their Regional Medical Plans
according to the actual situation of each region, such as patient trends andmedical resources.
The medical plan is created by each prefecture independently and does not provide medical
services at a uniform level nationwide (Ministry of Health, Labour and Welfare, 2012).
However, this revision means that quantitative medical planning, such as bed regulation, has
changed to a medical plan focusing on quality.

On the other hand, along with the development of the medical provision system, LTC
services have become important. The post-Nakasone Cabinet Japanese government had been
preparing for an upcoming aging society, and the 10-year General Strategy for the Promotion
of Health and Welfare for the Elderly (Gold Plan), formulated in 1989, included the provision
of special elderly nursing homes, home helpers, day services, and short stays. The New Gold
Plan, launched in 1995, has implemented a plan for securing human resources for LTC,
aiming to create 170,000 home helpers (Ministry of Health, Labour and Welfare, 2002).

Until then, LTC for the elderly was expected to be provided in each household, and
LTCwas consideredwithin the framework ofwelfare. In 2000, LTC insurancewas introduced
with the aim of socializing LTC (Ministry of Health, Labour and Welfare, 2002). After
the introduction of LTC insurance, the demand for LTC increased, and from 2000 to 2015,
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the number of insured persons aged 65 years or older increased from 21.65 million to 33.08
million (1.53 times); the number of persons with care need and support need certification
increased from 2.18 million to 6.08 million (2.79 times); home health care users increased from
0.97million to 3.82million (3.94 times); facility service users increased from 0.52million to 0.90
million (1.73 times); and the total number of users increased from 1.49 million to 5.11 million
(3.43 times).

With the expansion of medical services and LTC services, national medical expenses have
increased. Figure 1 shows the growth in national medical expenses and its share of GDP from
1955 to 2016. Until the introduction of LTC insurance, national medical expenses included
LTC expenses; thus, the LTC insurance payments are shown from 2000 onward. Healthcare
expenditures, including LTC insurance payments, have increased at approximately the same
rate since the 1970s.

Although the demand for medical and LTC services has increased significantly, Japan is
currently in a phase of population decline. The young population and the working-age
population are declining, and the demand formedical services in the acute phasewill decrease
at first. The elderly population over the age of 65 peaks in approximately 2040 and is expected
to decrease thereafter. In other words, in the future, the market for medical services, which
has expanded thus far, will be shrinking. In light of these future changes in the demographic
structure, the Regional Medical Vision was created in 2015 (Ministry of Health, Labour and
Welfare, 2015). The goals of the Regional Medical Vision are to redistribute hospital beds
(from the supplier’s perspective), to reduce the total number of beds, and to convert beds from
acute care to recovery/chronic care. Based on the population structure in 2025 and the
inpatient and outpatient rates in 2013, the estimated medical care demand can be calculated
and, the redistribution/reduction of beds can be planned. Prefectures are expected to play a
key role in facilitating cooperation among hospitals with financial incentives. Voluntary
adjustment of hospital beds/functions mediated by prefectures is expected. However, it is
difficult for hospital administrators to imagine a shrinking market, and society’s traditional

Figure 1.
Healthcare expenditure

trends
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medical culture was likely to regard chronic care as different from what had been taught,
given chronic care recently began to attract attention. In fact, almost all university teaching
hospitals are acute care hospitals, and few universities provide chronic care teaching
programs for young doctors. Hospital administrators have hesitated to move to chronic beds.
Prefectures have only a coordinating function, with no power to enforce changes. Therefore,
compared with the Regional Medical Plan, the Regional Medical Vision has less power and is
likely to have a difficult time with implementation.

Medical care and LTC for the elderly must be closely linked instead of separate entities.
The Community-based Integrated Care System was proposed in 2016 to build a care system
in which five services (housing, prevention, and life support, in addition to medical care and
LTC services) can be provided simultaneously in the area where the elderly live (Figure 2).
The Community-based Integrated Care System is intended to establish a system thatmatches
the local situation and its characteristics (Morikawa, 2014; Song and Tang, 2019). Each
municipality (there are 1,741 municipalities) plans the care system with its own aims,
focusing on health care users rather than nationwide common aims. This system is created by
each municipality according to the local situation, and many cases are open to the public by
theMinistry of Health, Labour andWelfare (Ministry of Health, Labour andWelfare, 2016). In
this system, four principles are proposed: self-help, mutual-help, help by social insurance, and
help by social safety net. This system assigns a mid-sized hospital to support daily life,
including home health care.

The Japanese experience until 2016 has taught us that care must be integrated, that the
perspective of the health care user is important, that the culture of a medical society is
important and sometimes difficult to change, and that establishing consensus is difficult but
essential. The COVID-19 pandemic in 2020 revealed the presence of significant number of
vulnerable populations in a super-aged society, and the outbreak in elderly care facilities can

Home

・One’s own residence
・Senior residences offering 
services, etc.

Regular health care:
・ PCP, clinics with in-pa�ent  

facili�es
・ Regional affiliate hospitals
・ Dental care, pharmacies

Hospitals:
Acute phase, 
recovery phase, 
chronic phase

・ Community   
General Support 
Center

・ Care manager

Handles consulta�on 
and service 
coordina�on

Livelihood support/ preven�ng long-term care
So that seniors can con�nue ac�ve, healthy 
living

Senior clubs, residents’ associa�on, 
volunteer groups, NPOs, etc.

■ In home services:
・Home-Visit: Long-Term-Care, 

Home-Visit Nursing, 
Outpa�ent Day Long-Term-
Care

・Mul�func�onal Long-Term-
Care in a Small Group Home

・Short-Term Admission for Daily 
Life Long-Term-Care

・Equipment for Long-Term-Care 
covered by Public Aid

・24-hour Home-Visit Service
・Combined Mul�ple Service 

(Mul�func�onal Long-Term-
Care in a Small Group Home and
Home-Visit Nursing)

■ Faculty/ 
Residence services:
・ Nursing Care 

homes
・ Geriatric health 

services facili�es
・ Communal-living 

care for 
demen�a 
pa�ents

・ Living care for 
persons at 
government 
designated 
facili�es etc.

■ Preven�ve Long-Term Care 
services

・The Community-based Integrated 
Care System is conceived in units of 
every-day living areas (specifically 
equivalent to district divisions for 
junior high-schools) in which 
necessary services can be provided 
within approximately 30 minutes.

When care becomes necessary…
Nursing Care

In case of illness:
Health Care

Visits/ Moving in

Outpa�ent/ 
Inpa�ent care

Source: Adapted from Ministry of Health, Labour and Welfare (2017b)

Figure 2.
Community-based
Integrated Care
System model

PAP
23,3

262



be disastrous. Local governments including prefectures and municipalities were forced to
support hospitals and elderly care facilities taking the local needs into account. Infection
control may be included in the Regional Medical Plan in near future, and local governments
would be willing to play an important role in healthcare delivery.

Current condition of aging in Japan
Table 1 summarizes statistics on the aging situation in Japan. The Japanese population is
already in a phase of decline. The elderly population had risen to 28.1 percent by 2018
(compared with 5.0 percent in 1950), the highest among the OECD countries (Figure 3)
(Cabinet Office, 2019). Life expectancy has also increased to 81.1 years for men and 87.3 years
for women (2017). One of the salient features of Japan’s aging population is that the speed of
aging was extremely fast. Development from an aging society (aging rate of 7 percent) to an
aged society (aging rate of 14 percent) took only 25 years, from 1970 to 1995; much faster than
France (115 years), Sweden (85 years), Germany (40 years), or the UK (47 years) (United
Nations, 2015). This process, of course, has been accompanied by an increase in
life expectancy; however, the effect of the declining birthrate is significant. The total
fertility rate, which was 4.32 in 1948, was 1.43 in 2018. In addition, strict limitation of
immigration – foreigners living in Japan account for only 2.2 percent of the total population in
2019 according to Ministry of Justice (2019) – has also contributed to Japan’s rapid aging,
given immigrants are generally young and their total fertility rate is high. If this trend
continues, an even more significant aging problem is expected by 2025, when the baby
boomers (born in 1947–1949) will enter the old-old stage, and in 2040, when the second baby
boomers (born in 1971–1974) will enter the old-old stage.

Regarding the causes of death, the top 3 causes are malignant neoplasms, heart diseases,
and cerebrovascular diseases. The average age of death in these diseases is also increasing.
The number of hospitals has been declining, with 8,372 in 2018. In addition, the average
length of hospital stay in acute care beds, which was once considered to be very long, has
been shortened due to progress in the division of bed function. It was 16.2 days in 2017
(Table 1).

In addition to the aging of society, the family structure has also been changing. Figure 4
shows the trend of the number of households and the number of householdmembers in Japan.
Senior citizen households have also been increasing: single elderly account for 11.1 percent,
and elderly couples account for 9.8 percent of all households. Such a reduction in the number
of household members and an increase in the number of senior citizen households have led to
a great decline in the ability to care for the elderly at home. The problem of ‘elderly care by the

Population 126.2 million (�0.22 % from the previous year) (2019)1)

Aging rate (% of 65þ population) 28.1% (under 15: 12.2%, 15–64: 59.7%) (2018)1)

Total Fertility Rate 1.43 (2018)2)

Life expectancy male 81.1 years old, female 87.3 years old (2017)3)

Leading cause of death 1. malignant neoplasm, 2. heart disease, 3. CVD2)

National medical care expenditure 4,213 billion yen (7.81% of GDP) þ LTC expenditure 9,229 billion yen
(1.72% of GDP) (2016)4)

Number of hospitals 8,372 (2018)5)

Average length of stay 16.2 days (2017)6)

Notes: 1) Population Estimates, 2) Vital Statistics, 3) Life Tables, 4) Estimates of National Medical Care
Expenditure, 5) Survey of Medical Institutions, 6) Hospital Report
Source: Statistics Bureau, Ministry of Internal Affairs and Communications with collaboration of Ministries
and Agencies (2020)

Table 1.
Aging situation
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elderly’ and the problem of care for the elderly with dementia by the other elderly with
dementia are increasing.

As shown in Figure 1, medical expenses and LTC expenses have risen in response to such
aging, but the use of medical and LTC services is also biased toward the elderly. In regard to
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medical expenses in 2017, elderly people (older than 65 years), which account for 27.7 percent
of the population, use 62.4 percent of the medical expenses. Thus, medical expense per capita
of those older than 65 years is more than 4 times that of people younger than 65 years. The
burden of medical insurance premiums is largely dependent on the working-age population,
which is thought to have increased disparities between generations.

The largest challenge of this super-aged society
To analyse the largest challenge in this aging society, four main factors will be discussed: (1)
government funding; (2) human resources; (3) effectiveness of the current healthcare policies;
and (4) a sense of solidarity.

Government funding
Figure 5 shows the future projection for social security costs. In 2018, the social security cost
of 121.3 trillion yen is expected to increase to about 190 trillion yen in 2040, and its share of
GDP is expected to increase from 21.5 percent to 24.0 percent. The largest share of social
security costs is pensions andmedical expenses, which account for three-quarters of the total.

With regard to the increasingly social security costs, the problem of pensions is inevitable.
The government created the “100-year Relief Pension Plan” in 2004, in which the government
rather than beneficiaries are provided with relief (Kato, 2019). Pension consists of two parts:
capitation-based part and income-based part. The funding for the capitation-based part
comes from taxation, even though social insurance is applied in general in Japan. Taxation
contributions have been increased from 33 percent to 50 percent of the funding. This is

Source: Ministry of Health, Labour and Welfare (2018b)
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support for contributions by young active generations to pay basic pension costs, and it is a
measure to secure stable financial resources for basic pension. The macro-slide system,
reflecting economic growth, and a premium ceiling (18.7 percent of income) were also
introduced, in which the pension funds can be adjusted so that the total payment will be less
than the financial resources determined by the economic growth rate and payers’ income.
Moreover, in order to prevent pension fund exhaustion, it appears necessary to delay the age
of starting pension payments. In the current Japanese system, the pension age is 65 years;
whereas, the age in the United States is 67 years, in Germany is 67 years, in the UK is 68 years,
and in 19th centuryGermany, when the public pension systemwas first established, payment
started from 70 years. Raising the pension age is a matter of considerable debate. In addition,
the government requests that companies delay the retirement age and it encourages the
elderly to continue working.

Human resources
The human resources shortage is another major problem in a super-aged society. Figure 6
predicts the required amount of human resources required for healthcare, nursing, and other
elderly welfare. The line graph shows the change in the percentage of healthcare and welfare
human resources for all employees. Figure 7 shows how the number of healthcareworkers has
increased and about 40% of new adults are engaged in healthcare. Although the number of
healthcare workers has already increased significantly, it is expected thatmore will be needed
in the future, and the shortage of human resources will become one of the major problems.

Effectiveness of the current healthcare policies
Under these circumstances, the demand for improvements in medical and LTC effectiveness
has been increasing. In 2018, the reform plan formedical and LTC services was finalized, with
the aim of improving the effectiveness of medical and LTC services by 5 percent. In terms of
concrete plans, there are currently four items: (1) promotion of robots, artificial intelligence,
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and ICT, including data health reform; (2) developing human resources by task shifting/
sharing and promoting the use of senior human resources; (3) organizational management
reform; and (4) expansion of service providers and promotion of collaboration. However, to
define the output of healthcare, of which LTC comprises a significant portion, is quite
difficult. With the growing importance of chronic care and home health care, which are labor
intensive, improved effectiveness is expected in limited areas, such as remote medicine,
monitoring, and primary prevention.

In pursuit of medical efficiency, it is necessary to measure outputs and inputs and to
estimate how many health services are needed in the community. It is difficult to estimate
howmuchmedical care will be needed. How tomeasure demand, includingmedical treatment
and LTC in the chronic phase, has not been well established. As an example of a method of
estimating demand in a region, the authors proposed the Comprehensive Cost of Illness
(C-COI) method (Matsumoto et al., 2017; Matsumoto and Hasegawa, 2019; Hirata et al., 2019).
C-COI is a method of calculating the social burden of a disease, including the burden of
medical care and the burden of LTC. It consists of medical direct costs (MDC; annual medical
expense), morbidity costs (MbC; loss of labor value caused by treatment of a disease),
mortality costs (MtC; loss of human capital value), LTC direct costs (LTC costs covered by
public LTC insurance), and informal care costs (family burden of LTC). C-COI is defined as
follows:

C� COI ¼ MDCþMbCþMtCþ LTC direct costsþ informal care costs

Figure 8 shows the per capita C-COI of cerebrovascular diseases in 47 prefectures, which are
also the main actors of the Regional Medical Plan and Regional Medical Vision. The
prefecture with the highest C-COI per capita (Kochi) is approximately 1.71 times that of the
smallest (Aichi). Although Japan has achieved universal coverage, and access to health care
among regions should be less variable than in other countries, C-COI per capita still varies
widely. Also, the composition ratios of C-COIs vary; for example, the prefecture with the

Source: Ministry of Health, Labour and Welfare (2019b) 
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highest proportion of LTC costs (LTC direct costsþ informal care costs) (Okayama) accounts
for 53.9 percent, whereas that with the lowest (Okinawa) is 38.4 percent. Medical needs should
be noted, considering the difference in social burden of such diseases, in order to provide
medical care services with an emphasis on the health care user’s perspective.

Healthcare is expected to change significantly in 2040. Table 2 summarizes this change in
paradigm. The aim of carewill change to “caremanagement” from “cure disease,” and the role
of the physician will be as manager of a medical team. New concepts and a consensus will be
needed regarding quality and safety assurance, as well as for establishing evidence.

A sense of solidarity
A sense of solidarity has become the final but critical factor in supporting a super-aged
society. The sense of solidarity within the same generation and the solidarity amongst
different generations are both important. The introduction of effective but expensive medical
technologies has made it possible to treat diseases that had previously been incurable.
Japanese public medical insurance covers almost all medical technologies, irrespective of
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their cost. The cost of newly developed technologies is skyrocketing, and it is not certain
whether this policy can continue. Access to healthcare could be limited, especially among the
poor or elderly when expensive treatments are not fully covered by medical insurance.
Japanese society is not accustomed to this situation and it could reduce the sense of solidarity.

From the Japanese experience, it can be learnt that aging has caused various problems.
First, in terms of financial resources, pension costs might be as important as care costs. It is
important to delay the age at which pensions can be received and to support employment to
the age of 65-74. In terms of human resources, as modernized care requires more varied
specialists, it can be the most serious challenges. As for healthcare effectiveness, with the
growing importance of chronic care and home health care, improved effectiveness is expected
only in limited areas, such as remotemedicine, monitoring, and primary prevention. Finally, it
is necessary to consider the impact of disparities in access to healthcare services on social
solidarity. Among these, the shortage of human resources and a sustained sense of solidarity
appear to be the most important areas for further consideration.

Conclusion
Japan has experienced rapid aging and is one of themost rapidly aging countries in theworld.
Since the mid-1980s, the health sector reform has been underway to build a better healthcare
system and hence support a super-aged society. The circumstances of health sector reform as
well as the purpose should be noted. The Japanese experience has shown that a kind of
Community-based Integrated Care System is essential, particularly to be considered from the
perspective of health care users. As a super-aged society, it is critical for Japan to have more
consensus to further remove potential obstacles, paying attention to the change of paradigm
and the purpose of care. The most important challenges to a continuously aging society tend
to be the lack of medical staff and also themaintenance of a sense of solidarity throughout the
whole society. The influence of COVID-19 pandemic is to be investigated in future, but local
governments would be willing to play an important role in healthcare delivery, and this kind
of commitment is needed in a super-aged society. In a long run, this paper is expected to serve
as a pioneer or at least a reference for other East Asian countries that would encounter the
aging problem after Japan in the 21st century.
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