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Assessment of service provision within the Japanese health system
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Japan’s health system is built around a complex set of institutional arrangements
operating at national, prefectural and municipal level and covering public health,
primary care, basic medical and long-term aged care dimensions. Understanding how
these components of the system are funded and operated and how they interact is
essential to a proper understanding of the challenges facing the system and proper
reforms. This report describes the key service provision modalities of the Japanese
health system, and the primary challenges that the system faces.
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A, BFFEHEAY

Japan has experienced rapid

improvement in life expectancy over the
past B0 years after development of a

comprehensive universal health

coverage (UHC) system that ensures
equity at low cost (Ikegami, 2011).

However, the service provision

mechanisms in this system are complex
and operate at the national, prefectural
They also

and municipal level.

incorporate both extensive private and
public sector elements in service
provision, with an element of private
out of pocket payment and purchasing
split across national and local
institutions.

Because Japan facés a growing ageing
population and increasing prevalence of
NCDs it 1s important to understand how
the system of service provision operates,
in order to analyze the reforms
necessary to ensure adequate function
of the system as it deals with the full
consequences of aging and the
demographic transition. This report
gives a comprehensive overview of how
services are provided in Japan and
the facing

summarizes challenges

Japan’s health system.
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B. WF9E51E
This report used a comprehensive
assessment of government reports and
published material describing the
structure of the Japanese health system.
Reports were access on the Ministry of
Health, Labour and Welfare website,
through  published literature in
Japanese- and English-language peer-
reviewed journals, and through key
The information

reports. was

synthesized and summarized by
healthcare area and type of service

provided.

C-1 Vital statistics

Japan has a comprehensive vital

registration system, with 99.9% of
deaths recorded in this system.
Mortality due to cancer, cardiac
diseases, pneumonia and

cerebrovascular diseases were 2901,

15664, 978 and 941 per million

population respectively.

Cancer was the most common cause of
death in Japan in 2010, followed by
and

disease

which has

ischemic heart

cerebrovascular disease,



shown a rapid decline in mortality since
1980 due to improvements in blood
pressure control (Ikeda, 2011). Lung
cancer was the largest cause of cancer
mortality in men, followed by stomach,
colon, liver, pancreas and esophagus; in
women colon was the commonest cancer,
followed by lung, stomach, pancreas,
and breast cancer.

Life expectancy in 2010 was 79.64 and
86.39 years for men and women,
respectively, whereas in the USA it was
75.4 and 80.4, respectively, in 2007. The
reasons for this discrepancy are
multifactorial, but have been attributed
to health system and lifestyle factors
(Murray 2011). The recent increase in
diabetes and CKD are important issues
in Japanese health care, as in many
and the

other developed countries,

Japanese  health system faces
challenges in dealing with a growing
burden of non-communicable diseases

in an ageing population. (Gilmour 2014)

C-2 Public health

Public health activities in Japan are
governed by the Community Health Act,

which was passed in 1994. This act sets
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out the responsibilities of municipalities,
prefectures and national government in
protecting public health, describes the
organizations responsible for delivering
public health services, and aims to
better manage public health as Japan

comes to the end of the demographic

transition.
In 1997, the Infectious Disease
Surveillance  Center (ICDS) was

organized in the National Institute of
Infectious Diseases (NIID). The ICDS is
responsible for surveillance of all
targeted infectious diseases which are
divided into five categories. Based on
the Infectious Disease Control Law, the
ICDS conducts nationwide surveillance
of infectious disease by collecting
reports on detection of infectious agents
from prefectural public health institutes.
The center also collects reports on
incidents of infectious diseases from
sentinel clinics and hospitals across
Japan. This information is publicly
reported weekly or monthly.

Japan maintains a childhood
vaccination program that is broadly
consistent with the WHO recommended
vaccination schedule. Key elements of

Japan’s vaccination schedule are listed



below.

o Routine immunization: BCG, MR,
rubella, smallpox, polio, DPT/DT,
DPT-IPV, Japanese encephalitis,
Influenza (for the elderly),
Pneumococcal, Haemophilus
influenzae type b, HPV

o Non- routine immunization:
mumps, yellow fever, rotavirus,
tetanus toxoid, hepatitis B virus,
hepatitis A virus, rabies

Despite the inclusion of measles

vaccination in the routine vaccination

schedule, sporadic outbreaks of measles
were observed among college students
in 2006 due to weakened herd immunity.

To strengthen herd immunity, the

combined Measles, Mumps and Rubella

(MMR) vaccine was introduced in 2006

and five to seven years old children

started to receive second booster
vaccinations. Efforts have been made to
eradicate measles; but 283 patients had
measles in 2012. Japan is now also
experiencing an ongoing outbreak of
rubella due to weakened herd immunity,
possibly amongst adult males who were

not vaccinated in childhood, and also

facing controversy over decision making
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regarding the HPV wvaccine and
handling of adverse events (Gilmour
2013). Improvements in management
and oversight of the vaccination
program are required in order for Japan
to properly fight these preventable
infectious diseases.

The MHLW promoted the National
Health Promotion program 2000-2010,
“Health Japan 217, which emphasized
the prolongation of healthy life without
disabilities. Japan faces a growing
number of older people with disabilities,
and this program aims to ease the
burden on carers and ambulatory
services through promoting healthy
ageing. The second term of the National
Health Promotion program 2013-2022
(Health Japan 21, the second term) is
ongoing.(MHLW, 2012b)

Its basic goals are:

e Improve healthy life expectancy
and reduce health inequalities,

o Prevent onset and progression of
life-style related diseases

(cancers, cardiovascular diseases,

diabetes and chronic obstructive

pulmonary disease),

o Maintain and improve functions



necessary for a healthy social life,
e [Kstablish a social environment

where individual health is
protected and healthy behaviors
are supported, and
life-style factors

health,

e Improve

affecting such as
nutrition, physical activity and
other risk factors.
Prefectural governments must set
targets within a national framework
and ensure these targets are easy for
local residents to understand. They
shouid also monitor municipal-level
variations in health and lifestyle , while
municipal governments should
incorporate national and prefectural
targets into local policy.
The Health Promotion Act, enacted in
2002, established the Healthy Japan 21
program. This act requires prefectural
and municipal governments to develop
health promotional plans, mandates the
National Health and Nutritional Survey
and requires governments at all levels
to monitor lifestyle-related diseases
for effective health promotion. The Act
also sets out anti-smoking activities,

including efforts to fight second-hand
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smoke exposure.

The smoking rate has been steadily
declining in Japan. According to the
National Health and Nutritional Survey,
the smoking rate for men decreased
from 47.4% in 2000 to 34.1% in 2012,
and that for women from 11.5% in 2000
to 9.0% in 2012. The smoking rate for
women is lower than that in most
developed countries. This decline has
been achieved through increases in
taxation, implementation of smoking
bans in public spaces and public
buildings, and the gradual expansion of
the use of non-smoking areas in private
businesses. However, Japan remains
behind other developed nations in the
quality of implementation of the
measures demanded by the Framework
Convention on Tobacco Control, to
which it is a signatory (Yorifuji 2010).
According to the survey of junior and
senior high school students conducted
by the government, the fates of smoking
in the last one month were 21.7% in
male and 9.7% in female students of the
12th grade in 2004. These rates have

been decreasing; they were 5.6% in male

and 2.5% in female students in 2012.



C-3 Maternal and child health

The Maternal and Child Health Act was
enacted in 1965. This Act is the basis for
maternal and child health services in
Japan. Infant mortality in Japan used
to be as high as 150-160 per 1000 live
births until the early 20th century, but
declined sharply to below 10 per 1000
live births in 1975. The infant mortality
rate of 2.2 in 2012 is one of the lowest
even among developed countries.

The Maternal and Child Health Act
entitles babies to free publicly-funded
preventive health services, including
access to the Maternal and Child Health
Handbook for parents before birth, and
continued guidance and consultation
with public health nurses after birth.,
and publicly-funded mass screening for
congenital metabolic diseases. Babies
born to mothers living with hepatitis B
virus are given free immunoglobulin
and vaccination. Additionally, newborns
are entitled well-baby check-ups twice
within the first 3 years of life, provided
free by municipal government. The first
of these examinations checks growth,
nutritional status, oral health, possible
development

physical and mental
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problems, and vaccination history. At 3
years, ophthalmic and ear, nose and
throat examinations are included in the

checkup.

C-4 Patient pathways

In contrast to some health systems in
the OECD, such as the UK, the
Japanese medical care system does not
maintain a gatekeeping system through
general practitioners. Instead, patients
can choose either a clinic or a hospital
as their first point of contact. Most
hospitals have outpatient departments
where patients regularly consult with
their physicians.

The Japanese healthcare system does
not distinguish between primary and
secondary care. Instead, health care
services are divided directly into
specialties such as internal medicine,
surgery, pediatrics, ophthalmology,
otolaryngology and gynecology. These
services are accessed directly at an
affordable cost without the need for
referral from a gatekeeper. These
specialist services can be provided
locally at small clinics or treatment
centres, or at outpatient departments of
that would be

larger hospitals



considered tertiary care centers in a
gatekeeper-based system.

Use of outpatient departments has
declined since the 1990s, and health
service utilization has shifted to smaller
community-based clinics, which have
increased in number. These clinics often
have access to advanced equipment
such as magnetic resonance imaging
machines, enabling provision of
hospital-level services at local centres.
Hospital outpatient services are
available without a referral, although
he government has attempted to
introduce a referral system for the use
of hospital services through clinic

services. However, this referral-
promotion has not been successful,
because private hospitals have financial
incentives to focus on outpatients who
attend without referrals, and the bulk of
hospital services in Japan are provided
by private hospitals. Those hospitals
that require a referral letter are
primarily large public sector hospitals,
such as university hospitals or national
centers, and patients attending them
must pay an extra fee if they do not

have a referral letter.

For example, a man with diabetes might

80

be diagnosed through any of the
following mechanisms:

e Being asymptomatic, he is

diagnosed either through
screening or as part of a health
check.

o He is identified as diabetic

whilst being treated for another

condition in a hospital or a clinic.

e Owing to symptoms or a
complication, he consults a
doctor, either by presenting

himself to a private clinic-based
physician or visiting a specialist
of his choice at a hospital
without referral.
When he is diagnosed with diabetes
mellitus, he will be referred for
management by a specialist. After
initial management and stabilisation of
his condition by the specialist, he will be
referred back to his local clinic for
follow-up. Follow-up may continue in
the tertiary hospital specialist clinic, as
the tertiary care hospital often
functions as the first contact health care
provider for its area, or if he has
complications that require specialist
care. He can also be referred back to the

specialist clinic at any point from his



local clinic if he develops a complication
or he requires specialist opinion.

Clinic-based physicians will prescribe
all necessary medications and order any
necessary tests that are covered by
public health insurance. If his diabetes
worsens, and he develops an acute
complication such as ketoacidosis, and
he is in need of inpatient care, he will be
admitted to any hospital at which he
himself he will be

presents or

transferred after stabilization to a
tertiary care hospital from a smaller

hospital.

C-4 Inpatient care

Approximately 70% of Japan’s hospitals
and 55% of hospital beds are provided
by the private sector. Hospitals owned
by medical corporations and individuals
are independent of direct government
management, and subject to only
limited investment regulation. Payment
for medical services is organized and
strictly controlled by the government,
however.

Japan utilizes a case-mix system called
the Diagnosis-Procedure Combination

(DPC) to pay health-care providers.

This patient classification system was
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launched in 2002 by the MHLW, and it
was linked with a lump-sum payment
system from 2003. The number of
participating hospitals is 1391, which
includes 82 university hospitals that
were obliged to adopt the DPC system.
Approximately 50% of all acute care
inpatient admissions in Japan were
covered by this system.

DPC databases contain not only
administrative data, but also detailed
patient demographic, diagnostic and
procedure data that are collected for all
inpatient discharges. Japan uses the
International Statistical Classification
of Diseases, 10th Revision (ICD-10)
codes, and procedures are coded with
the Japanese original codes in their
records. Hospital staff record the dates
of all procedures, examinations and
drug or device utilization. Submission of

accurate data from this system is a

condition of payment reimbursement.

C-5 Emergency medical care

As of 2013, there were 556 weekend and
nighttime emergency rooms available
for patients with non-severe illness who
can visit emergency rooms on foot. A

holiday on-duty doctor system is also



available in 630 districts. The total
number of users of these systems was
6.2 million in 2013.

As of 20183, there were 3,259 secondary
emergency medical centers, which have
a role in performing first aid for
emergency patients and, if needed,
inpatient care.

As of 2013, there were a total of 265
Tertiary Emergency Medical Centers
located in the 47 prefectures, and the
number 1is increasing year by year.
However, there was a large difference
between the centers in the number of
full-time doctors or the number of
severe patients received. Some facilities
do not fulfill the function of accepting all
severe patients 24 hours a day. The
number of patients with severe trauma
has declined, while the number of
Tertiary Emergency Medical Centers is
increasing, resulting in a decline in the
number of patients per hospital (FDMA
2013). Centralization may be necessary
to maintain a high quality of trauma
care.

Advanced Critical Care and Emergency
Centers have a specific role to play in
treating patients with several illnesses

requiring special care including severe
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burns, drug poisoning and traumatic
digital amputation in addition to the
same role as tertiary emergency medical
centers. As of 2013, there were 23
advanced critical care and emergency
centers across Japan.

In-hospital triage in receiving hospitals
is defined as the use of assessment for
prioritizing patients for treatment
according to their severity of illness and
injury. The purpose of in-hospital triage
is to efficiently use human resources in
hospital through assessment of patients’
severity. The fee for the assessment of
inhospital triage was added to the tariff
of medical procedures in the public
insurance system in 2010.

An Advanced Perinatal Center is
defined as a center with six or more beds
in a Maternal-Fetal Intensive Care Unit
(MFICU) and 9 or more beds in
Neonatal Intensive Care Unit (NICU).
Regional Perinatal Centers do not meet
the criteria for nomination as an
Advanced Perinatal Center. As of 2014,
there were 100 Advanced Perinatal
Centers and 292 Regional Perinatal
Centers.

The MHLW reported in 2011 that

approximately half of cardiac arrest



cases in pregnant mothers were caused

by non-obstetric diseases including
stroke and cardiovascular diseases. In
some cases, first aid for such caes was

delayed due to failure of cooperation

between  Perinatal Centers and
Emergency Medical Center.

C-6 Pharmaceutical care

The global pharmaceutical trade

accounts for 953 billion dollars in 2013,
and Japan shares approximately 11.7%
of Pharmaceutical

2013)

this.  (Japan

Manufacturers  Association,
Japanese pharmaceutical companies
sold billion

6,894 yen

pharmaceuticals annually, including
6,194 billion yen for prescribed medicine
and 700 billion yen for over-the-counter
(OTC) drugs in 2013. (MHLW 2013b).
Imported and exported medicine in
2012 accounted for 1941 billion yen and
320 billion yen, respectively.

Among the top 30 pharmaceutical
companies in the world, the market
share of US companies was 41.8%,
followed by Switzerland (14.8%), Japan
(12.3%), the UK (11.8%), France (8.0%),
Germany (6.2%) and others (5.0%). The

number of Japanese pharmaceutical

of
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companies decreased from 1123 in 2000
to 341 in 2011, due to mergers and
acquisitions, and sales from the five
leading companies accounted for 43.3%
of all prescribed medicine.

The proportion of research costs in total
sales was 12.0% in 2011. The success
rate of developing new drugs was
1:27,000 between 2007 and 2011.

The pharmaceutical industry employed
192000 workers in 2011 (0.83% of all
workers). There are approximately
60000 medical representatives (MR) in
Japan. They visit physicians to provide
information on efficacy and safety and
to collect information on adverse effects.
As of 2015, 83 wholesale companies are
affiliated with Japan Pharmaceutical
Wholesalers Association, and there
were 45000 people working in the
wholesale industry (0.1% of all workers).
More than 10000 different prescribed
medicines are sold; most of these are
supplied to approximately 160000
hospitals and clinics by the wholesale
companies. OTC drugs are sold at abouf
70000 drug stores.

Medicine costs accounted for 21.9% of

all health expenditures in 2011. A total

of 794.3 million prescriptions were



written, and 7038 billion yen disbursed
for prescribed medicines from public
health insurance.

The percentage of all pharmaceuticals
purchased that were generic drugs was
21.7% by volume and 8.5% by sales in
2011, which is substantially lower than
in other developed countries, including
the United States, Canada, the United
Kingdom, and Germany, whose generic
market shares were above 60% as of
2009. (National Federation of Health
Insurance Societies 2013)

Brand-name pharmaceuticals received
market protection for a long time in
Japan, and generics were not widely
used after patent expiration. Recent
government  policies have  been
developed to improve rates of generic
substitution, and promotion of generic
drugs has formed one of the
centerpieces of the medical expenditure
reduction effort. In 2007, the Cabinet
Office’s Council on Economic and Fiscal
Policy set a target to increase the
quantity-based share of generic
pharmaceuticals to 30% by fiscal year
2012. This amounts to a two-thirds
increase of the share within five years,

with an expected cost reduction of 500
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billion yen (approximately 4.1 billion
dollars at the contemporary exchange
rate) over the five-year period. These
policies included the provision of
bonuses to prescribing physicians and
dispensing  pharmacies and the
facilitation of generic substitution by
pharmacists. Despite these initiatives,
the actual share of generics has so far
not kept pace with the high expectations.
There has been a significant increase
since 2002, when the share was only
12.2%, but a large part of the gain
occurred between 2002 and 2003, and
the increase during 2003-2009 has only
been 0.6 percentage points per year on

average.

C-7 Long term care

The Japanese Government instituted
the national long-term care insurance
(LTCI) system in 2000 under the Long-
Term Care Insurance Act. This system
sets out a mechanism for measuring
elderly care needs and a financing
system to provide care services suited to
the level of care required. A total of 5
million elderly people were certified as
in need of this service in 2011 (MHLW
2011).



Municipalities are also insurers in
Japan, as they are responsible for
implementing the Long-Term Care Plan
determining  insurance

based

and  for

premiums on the balance

between the needs of the population and
the quantity of services provided in the
area. Under the Long-Term Care
Insurance System, prefectures support
the municipalities, while the national
overall

of

government  decides  the

direction of the system. Half

municipal financing comes from tax and

half derived from  premium

The

is
contributions. beneficiaries are
divided into two categories: elderly aged
65 or over, and people aged 40 to 64
Years. Premiums for people aged 65 and
over are withheld from pension
payments, while the premium for those
aged 40-64 is added to their standard
health insurance premium.

When people wish to receive LTC, they
the

to municipal

must  apply
government for needs assessment. The
applicant is then assessed by a qualified
care manager using a uniform
assessment tool, which consists of 73
survey items to measure daily activities

and health. According to the assessors’
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records, computer-assisted evaluation is
conducted for preliminary assessment
of care levels. Municipal governments
ask attending doctors their professional
opinions. A Needs Assessment Review
Committee, composed of health and
welfare professionals, reviews and
adjusts the assessment before funding
decisions are made. In 80% of cases, the
preliminary assessment are not altered.
The system provides benefits to cover
both institutional and domiciliary
services. Domiciliary services include
health care (visiting nursing, visiting
rehabilitation and ambulatory
rehabilitation) and welfare services
(home help services, catering bathing
and day services). For-profit
corporations are permitted to provide
welfare services. |

Licensed care managers coordinate
different service providers within a
geographical region, and aim to provide
services within a fixed budget. They are
expected to serve as  neutral
representatives of the interests of those
seeking LTC, rather than as salespeople
for providers.

Currently, the number of insured people

(4,550,000 beneficiaries) in the Long-



Term Care Insurance System is two

times higher than it was when the

system was implemented in 2000
(2,180,000 beneficiaries) (Olivares-
Tirado, 2014). However, the

sustainability of the system remains an
issue.

GhESA
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Services within the Japanese health
system are provided by a network of
private and public sector providers, and
purchased primarily by government
through general taxation and specific
insurance premiums, administered at
both national, prefectural and
municipal levels. The system has seen
growth in pharmaceutical costs and
rapid expansion of long-term care needs,
with potential future cost pressures
that have not yet been resolved through
policy action.

While Japan’s health system has
historically been able to ensure equity of
access and quality of care through this
system, careful attention to incentives
and policy changes will be necessary to
ensure the system continues to function
in the future as

effectively non-

communicable diseases and aging
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increase the pressure on many parts of
the system, especially its long-term care

components.
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C-1. PNR & LHS OW%5155 40

X 1%, 1984-2006 4% CT? PNR D2k
& PNR KON LHS (B S & B T 22
HEOWEEZRR LI LD TH D, AT
i3, X1 ORFERE SR IC S, R
AR %, 1988 LIF, 1988-1991 4F,
1992-1999 4£, 2000-2005 4E, 2006 LI
D5 DN B.

X2 &[X 3%, %5 HIM (1984-2008
#) |ZBI1T 5 PNR & LHS @ Kernel 4540
%, FIRHHBRNC R RFITRLIZHDTH
%. 1984-1987 2BV TiL, PNR OFH
fl/p ol (EYERZE) 1%, Kmbe (—im
PR#>500 5RK), HBE (100 BR<=—MIR %L
<500 JK), /IMEBE (—MRPIRE<100 JK) T
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33.5 (2. &£ T Uiz, e % 5
&, RIBETIEMEAMBEIIZ 8 523, /NP BE
TIEHSIFEEBRRONBRNT ERNbDD.
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MNZE A~ 7 P LTWADR, & Dbl
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HUFRE C & X 43% D% M FE T 00 FEE A i 7o
LTWD ZEbing.
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Difference-in-Difference MO it 5



