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Context and future challenges in Japan’ s health system

Japan has experienced remarkable improvements in health over the past 50 years,
which occurred in the context of the introduction of a universal health coverage system
based on affordability, equity and high coverage. However, in the past 30 years, as
Japan passes through the epidemiological transition, new challenges have arisen that
require changes to the organization, governance and perspective of the health system.
At the same time, Japan has undergone major demographic changes leading to an aging
society with growing elderly population, and economic stagnation have restricted the
fiscal space available for UHC as well as created new economic strains. This report
describes the challenges Japan’ s health system faces in the context of these changes,
and outlines some of the future policy reform problems that the Japanese government
will face.




A

Japan 1s the world’s third largest
economy, with a correspondingly high
levels  of

standard of  living,

development, safety, and stability.
Japan is a constitutional monarchy
system of

with a parliamentary

government and 1s split into 47
prefectures spanning four main islands
with many small archipelagoes. Tokyo,
the capital, is one of the largest cities in
the world and the country as a whole is
highly urbanized. Japan’s population of
126 million people is ageing rapidly due
to low birth rates and increased life
expectancy. This has led to what some
claim is an imminent demographic
crisis.

Healthcare in Japan is centered around
the National Health Insurance system
which since its founding in 1958 has
provided comprehensive coverage to all
Japanese citizens. Thanks to its overall
effectiveness and advances in
technology, Japan has for many years
enjoyed increases in life expectancy
along with decreases in maternal and
infant mortality. However, in recent

decades incidence of lifestyle -elated

diseases such as obesity and diabetes

has increased significantly. This rise,
along with population ageing, is placing
strain upon the national health system.
Coupled with over two decades of
economic slowdown, Japan must now
find policies that balance universal
coverage, support for the elderly, and
financial sustainability.
Understanding the economic and
sociodemographic context for health in
Japan i1s important to understand the
policy challenges Japan faces and
reforms that will be needed to maintain
health

and improve its universal

coverage system. This report will
describe this context and set out the
future challenges facing the Japanese

health system.

B
Using available data from the Ministry
of Health, Labor and Welfare, the

cabinet office and published papers,

this report summarizes the health
context.
Data was obtained on economic

changes, demographic trends and core
health indicators for Japan and OECD
countries for the period 1980 — 2012.
This

data was summarized and



combined with data on the burden of

specific  diseases  obtained from

published research and the Global
Burden of Disease project 2010. Finally,
health behavior and risk factor
prevalence data were obtained from

published sources, and trends in risk

factors analyzed for the Japanese
population.
C

C-1  Sociodemography

Because of the sharp decline in Japan’s
birth rate, the shape of the population
pyramid is no longer like an original
pyramid (Figure 1). The two bulges of
the pyramid represent two baby booms,
with the first one occurring shortly
after the Second World War (1947-1950)
and the second one in the early 1970’s.
Japan has a large ageing population
and will face an unprecedented ageing
society when the first baby boomers
(now over 55 years old) retire.

As shown in Table 1, the population in
Japan has increased steadily from 117
million in 1980 to 128 million in 2010,
followed by a declining trend 2013 (127
million). The proportion of the

population aged 65 years and over was

almost double the proportion of 0-14
years olds in 2013. The proportion of
the population aged 65 years and older
increased from 9% in 1980 to 25% in
2013, while the proportion of the
population aged 0-14 years fell from
23.5% to 12.9%. The total fertility rate
was below the replacement level (2.0
children per women) for all years from
1980 to 2013. Thus, the annual
population growth rate has decreased
steadily and became negative in 2013.
The crude birth rate shows a
decreasing trend over time (from 13.6
per 1000 population in 1980 to 8.2 in
2013), while there has been a consistent
increase in life expectancy. Among the
OECD countries, Japan had the lowest
fertility rate along with highest mean
maternal age at first birth (Sleebos
2003).

There are several reasons for the
population decline in high-income
countries like Japan: delayed marriage,
unmarried

an increasingly large

population, changes in the housing

environment and social customs,

increasing numbers of women in the
childcare

workforce, maternity and

leave, and rising costs of childbirth and



child-raising (Jones 2007; Morgan and

Taylor 2006; Sleebos 2003). The
age-dependency ratio, the number of
people who are too young or too old to
be in the labour force divided by the
working-age population, increased from
484 in 1980 to 61.1 in 2013.
Urbanization is also taking place quite
rapidly. In 1980, 23.8% of the
population was rural but by 2013 this

had declined to 7.5%.

C-2 Economic context
Japan 1s the world’s third largest
economy by gross domestic product
(GDP) and is a member of the GS8.
Although in the immediate postwar
period Japan’s GDP increased rapidly,
the economic crisis of the 1990s growth
caused several periods of stagnation
and recession (Table 2). Value added by
the service industry was 71.3% of GDP
in 2010, representing a 4.0% rise from
2000 levels. However, the value added
by industry fell by 3.6% to 27.5% of
GDP

in the same period, as did

agriculture by 0.4% to 1.2% of GDP.

Historically Japan has had low levels of

unemployment. However, since the

1990s the percentage of the labour force
out of work has grown from 2.0% in
1990 to 5.0% by 2010 due to changing
patterns of employment. This has been
accompanied by a gradual shrinking of
the total labor force population between
2000 and 2013 by 3.0%. The proportion
of part-time and contingent workers
has continued to grow in recent years
and has increasingly been seen as a
labour problem with serious social
1implications.

Gini coefficients quantifying income
inequality declined (meaning income
was  distributed more  equally)
continuously from 1962 to 1981. In the
1980s and 1990s Japan’s Gini
coefficient increased (showing higher
income disparity) before reaching a
peak in the 2000s. By 2010 the
coefficient was 0.377, a slight decrease
from the 2000 level of 0.379. Worries
about the impact of increasing
inequality on access and quality of

healthcare are common.

C-3 Health status

Table 3 presents trends 1in life
expectancy at birth and death rates

from 1980 to 2012. Life expectancy has



increased rapidly over the past 50 years
in Japan. The life expectancy at birth
increased between 1980 and 2008 by
6.59 years for men and 7.65 years for
women, reaching 79.9 years and 86.4
years, respectively. Healthy life
expectancy, the expected years of life in
self-perceived good health, was 72
years for men and 77 years for women
in 2012. There has been a consistent
Improvement in mortality rates over
with  the

the  years, greatest

improvement seen in age-adjusted

mortality rates. The difference between
life expectancy and healthy life
expectancy shows the numbers of years
an individual can be expected to live in
poor health, which was 7.9 years for
men and 10.4 years for women in 2012.
The crude mortality rate shows a
gradual increase since 1980, reflecting
population ageing.

There have been rapid gains in life
expectancy over the past 50 years in all
OECD countries, as shown in Table 4.
Of the 11 high-income OECD countries,
Japan has the highest life expectancy,
at 86.4 years in 2012 and Japan also
has the world’s longest life expectancy.

This relatively long life expectancy

position compared to other OECD
countries has been sustained over time.
Among the other OECD countries,
France has the second position followed
by Italy and Korea. On the other hand,
the lowest life expectancy among OECD
countries was observed in Mexico, at 77
years. Maintaining healthy lifestyles,
medical checkups,

regular proper

medical and long-term care, and
healthy diets may contribute to long
healthy life

Japan.(Horiuchi 2011; Ikeda et al.

expectancy in

2011)

C-4 Burden of diseases

Like many high-income countries,
non-communicable diseases (NCDs) are
now the leading causes of morbidity
and mortality in Japan while the
communicable diseases burden
decreased substantially in the past five
decades. The major diseases of cause
death, disability, and burden during
1980 to 2010 are described below.

Table 5 shows the number and rate (per
100,000 population) of main causes of
death in Japan by selected years.
Overall, NCD deaths increased rapidly
from 1990 to

2010 compared to



communicable diseases.(Ikeda et al.
2011) Circulatory diseases, cancer,
cerebrovascular and 1ischaemic heart

diseases and chronic respiratory
diseases have remained the leading
killers during the past five decades in
Japan. This trend has been increasing
since 1980. However, transport
accident-related death rates decreased
almost 50% in the past five decades
(11.4 deaths in 1980 and 5.1 deaths in
2012) and suicide deaths rates
decreased slightly since 2000 (24.1
deaths in 2000, 23.4 in 2010 and 21.0 in
2012). Similar to Europe and other
Western countries, breast cancer
deaths tripled since 1980, making it

becoming the second leading cause of

death among cancer patients.
Infectious disease  death  rates,
particularly tuberculosis, decreased

sharply over this period.

Disability-adjusted life years (DALYs)
are a health metric used for assessing
the disease burden, which is defined as
years of healthy life lost to both fatal
and non-fatal disease (Murray et al.
2012). It is estimated by summing two
years lost due to

components:

premature death (YLLs) and years

lived with disability (YLDs). Table 6
shows the number, rate, and percentage
of DALYs by major disease categories.
Broadly for Japan, while gains are
being achieved for cerebrovascular
diseases, and also for transport-related
injury and suicide, for many of the
major causes of disease burden the
overall burden has increased over the
past two decades. The improvements
were largely achieved by death rate
reduction particularly infectious
diseases deaths. Conversely, overall an
increase in DALY burden across many
conditions is primarily associated with

an increasing disability.

In 2010, NCDs contributed 26 million

(or 83%) of total DALYs, while
communicable including maternal,
neonatal and nutritional disorders

contributed two million (7%) and
injuries three million DALYs (10%). A
slight increasing trend of DALYs was
observed for all categories of diseases
over the past 20 years. Population
ageing, high prevalence of hypertension,
increasing risk from NCDs, and lower
levels of physical activity may be
responsible for this increase in DALYs

in Japan (Tanaka 2012).



Another measure of disease burden is
years of life lost (YLLs), which are
calculated by summing the total
number of years of life lost due to death
and multiplying the number of deaths
by a standard life expectancy.(Murray
et al. 2012) Figure 2 presents the
change in the top 15 leading causes of
YLLs due to premature death from
1990 (left panel graph) and 2010 (right
panel graph) in Japan. The top five
leading causes of YLLs in Japan are
dietary risks, high blood pressure,
tobacco smoking, ambient particulate
alcohol

matter pollution, and

consumption from 1990 to 2010.
Dietary risks, high blood pressure, and
tobacco use accounted for around 50%
of YLLs in 1990 and 2010. Stable
values in YLLs may be due to
increasing prevalence of hypertension

among the Japanese adult population.

C-5 Risk factors

Diabetes and hypertension are two
major chronic diseases in Japan and
have become a major public health
concern among all OECD countries.
The age-standardized prevalence of

diabetes was 9.7% for men and 6.1% for

women 1n 2010. Between 1980 and

2010, the prevalence of diabetes
increased nearly three-fold in men and
twice in women. Japan is among the top
10 countries for the largest number of
adults living with diabetes in the world
(International Diabetes Federation
2015). The reason for this striking
increase in diabetes among Japanese is
not clear (Ministry of Health 2007), but
low dietary fiber intake and high
glycemic index could associated with
this increase, in view of the preference
of Japanese people for highly refined
rice and bread as their main staples
(Sasaki 1964).

Hypertension is another major chronic

disease, acknowledged as one of the

established risk factors for stroke and

cardiovascular diseases in Japan.
Japan has one of the highest
prevalences of hypertension in the

OECD, at 57.6% for men and 42.2% for

women in 2010. Lowering sodium
intake is strongly recommended and
salt intake has been identified as a
strong risk factor for hypertension in
Japan (Miura et al. 2013a). Public
health programmes established to

promote salt reduction and primary



care management of high blood
pressure with antihypertensives have
been credited with large reductions in
hypertension in Japan.

Age and sex-specific prevalence of
diabetes and hypertension are shown in
Figures 3 and Figure 4, respectively
and show dJapan’s achievements in
hypertension control. For both sexes,
the prevalence of diabetes appeared to
remain unchanged over the years in all
age categories except for men aged 60
years and older, amongst whom a sharp
increasing trend in diabetes prevalence
can be seen. Age-specific prevalence of
hypertension appeared to remain
unchanged or showed a decreasing
trend over time. However, further
monitoring is needed of men aged 50
years or older, because of increasing
prevalence of hypertension between
2000 and 2010 amongst some older age
groups.

According to the recent report of the
Federation

International Diabetes

(IDF) (International Diabetes
Federation 2015) Japan is among the
top ten countries with the largest
number of adults with diabetes. Figure

1.6 shows prevalence of diabetes among

OECD countries. Among OECD
countries, Japan ranked 6% position
with a prevalence of 7.6%. The highest
prevalence of diabetes, 9.6%, was in
Portugal and lowest prevalence, 3.9%,
was in Lithuania.

In 2013 the prevalence of obesity with a
body mass index of 30 kg/m?2 or greater
was only 4.5 % for men and 3.3% for
women. While the prevalence of obesity
was constant among women over time,
it increased between 1980 and 2013
from 1.5% to 4.5% in men. Prevalence
of overweight or obesity with a body
mass index of 25 kg/m?2 or greater is
much higher in men than women. In
2013, the prevalence of overweight or
obesity was 28.9% for men and 17.6%
for women. While the proportion of
overweight or obese women was
constant, it increased rapidly in men
from 18.0 % to 28.9 % between 1980
and 2013. Although, prevalence of
obesity is still much below that other
developed countries,(Ng et al. 2014) an
increasing trend has been observed in
both men and women since 1990.

Japan has made limited progress in

reducing tobacco consumption over the

past few decades compared to other



OECD countries, and it remains a
leading cause of early death. The
trend in tobacco use in Japan is shown
in Table 9.

Tobacco related intervention programs
including public awareness campaigns,
smoking bans in public and work places,
smoking cessation reimbursement
support, and increased price on tobacco
related products may have helped
reduce the prevalence of tobacco
consumption among the Japanese adult
population (Joossens and Raw 2006;
Schumann et al. 2006).

The prevalence of smoking dropped
almost 50% in Japan since 1980.
Around 21% of adults in Japan now
smoke daily, down from over 42% in
1980. Japanese men smoke more than
four times as much daily compared to
women. Effective policies for tobacco
control are needed in Japan in the light
of tobacco control ordinances consistent
with the Framework Convention on
Tobacco Control (Shibuya et al. 2003).
There were approximately 1,000,000
births in Japan in 2010. Of these 9.6%
were low birth weight, a trend which

has been increasing over the past

decades. Since the 1970s Japan has

enjoyed low mortality rates for both
mothers and their children. Infant
mortality reached a new low in 2013

with 2.1 deaths per 1000 live births.

This decrease was mirrored in all
measures, including neonatal,
perinatal, and under-five mortality

rates. Likewise the maternal mortality

ratio (risk associated with each
pregnancy) more than halved between
1990 and 2013.

Table 10 summarizes maternal, child
and adolescent health indicators in
Japan. Adolescent fertility rates have
risen slowly over recent decades and
have increased from four births per
1000 women to 5.4 per 1000, which is
very low globally. Immunization rates
in Japan are high and comprehensive
coverage has been achieved for some
years now, with the exception of
measles where coverage fell to 73% in
the 1990s due to fears surrounding the
MMR vaccine. This drop proved to be
temporary and as of 2013, 95% of
children aged 12 to 23 months were

Immunized.

D

In the past five decades, Japan has



achieved many noticeable successes
including the full implementation of
sustainable universal health coverage,
healthy life

gaining the highest

expectancy in the world and the

eradication or control of common
infectious diseases. In addition, tobacco
and alcohol consumption and transport
accident deaths decreased substantially
in the past 50 years. Because of these
achievements, the country is facing
many challenges including negative
population growth with low fertility
rate, an ageing population, shrinking
unemployment

economy, increasing

rate, and increasing NCD-related

disease burden. Many NCDs are
preventable, since they are linked to
modifiable lifestyles and dietary
patterns. It is clear from the literature
that people who do not smoke, abstain
from or are moderate alcohol drinkers,
are physically active, eat a healthy diet,
and who are not overweight or obese
are less likely to die or encounter
disability in early life compared to
habits.

those who have unhealthy

Therefore, further attention to
implementing effective policies on the

health agenda is needed in order to

reduce the disease burden and prevent
or reverse a declining population
growth rate. To prepare for a future of
low birth rates, population ageing and
slow economic growth, Japan also
needs to reform its universal health
coverage system and reorient its health
system towards managing the health

problems that have arisen from its

demographic transition.
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Trends in population/demographic indicators, selected years

Indicators 1980 1990 2000 2010 2013
Population (in thousands) ® 117060 123611 126926 128057 127298
Female (% of total) ® 50.8 50.9 511 51.3 514
Population (% of total) °
0-14 years 23.5 18.2 14.6 13.2 12.9
65 years and older 9.1 12.1 17.4 23.0 25.1
80 years and older 0.5 0.9 1.7 3.0 3.6
Annual population growth rate (%)* 0.90 0.42 0.21 0.05 -0.17
Population density (per sq. km)* 314 332 340 343 341
Mean age at first child® 26.4 27.0 28.0 29.9 30.4
Mean age at first marriage”
Male 27.8 28.4 28.8 30.5 30.9
Female 25.5 25.9 27.0 28.8 29.3
Total fertility rate (per woman)® 1.75 1.54 1.36 1.39 1.43
Crude birth rate (per 1000 population)® 13.6 10.0 9.5 8.5 8.2
Crude death rate (per 1000 population)® 6.2 6.7 7.7 9.5 10.1
Age dependency ratio” 48.4 43.5 46.9 56.8 61.1
Rural population (%) " 23.8 22.7 21.3 9.5 7.5

Sources: *“MHLW(Ministry of Health 2015b), "World Bank(The World Bank)

*Age-dependency ratio is the ratio of population (0-14 and 65+)/15-64




2 Macroeconomic indicators, selected years

Total population 1980 1990 2000 2010 2013
GDP (¥B)" 246465 449392 509860 482384 480128
GDP (2005, US$)* 2448 3851 4308 4648 4785
GDP per capita (¥)* 2110467 3637713 4018759 3784878 3770482
GDP per capita, PPP (US$)" - 19249 25931 33916 36449
GDP average annual growth 2.8 5.6 2.3 4.6 1.6
rate (%)*
Health expenditure, total (% of - - 7.6 9.6 10.1
GDP)
Value added in industry (% of 39.1 38.0 31.1 27.5 -
GDP)*
Value added in agriculture (% 3.1 2.1 1.6 1.2 -
of GDP)*
Value added in services (% of 57.9 59.8 67.3 71.3 -
GDP)*
Labour force (total)” - 63776260 67589249 66420609 65545688
Unemployment, total (% of 2.0 2.1 4.8 5.0 -
labour force)®
Real interest rate” 2.8 4.5 3.4 3.8 1.9
Gini coefficient®” 0.315 0.358 0.379 0.377 -

Source: *“World Bank,(The World Bank) "WHO,(World Health Organization (WHO) 2015) “OECD(OECD 2014)
Note: "The Gini coefficient is a measure of income inequality, higher figures indicate greater inequality among the
population (estimated based on gross income).

¥, yen; ¥B, billion ¥; ppp, purchasing per capita




Life expectancy at birth and health indicators by gender, selected years

Indicators 1980 1990 2000 2010 2012
Life expectancy at birth*
Male 73.3 75.9 77.7 79.5 79.9
Female 78.8 81.9 84.6 86.3 86.4
Healthy life expectancy at birth®
Male - 66.6 71.0 68.8 72.0
Female - 70.0 76.0 71.7 77.0
Total death rate®
Male 6.8 7.4 8.6 10.3 10.7
Female 5.6 6.0 6.8 8.7 9.3
Age-adjusted death rate®
Male 9.2 7.5 6.3 5.4 5.2
Female 5.8 4.2 32 2.7 2.7

Sources: *“MHLW,(Ministry of Health 2015a) "Salomon et al. 2012,(Salomon et al. 2012) ‘WHO(World Health

Organization (WHO) 2014). Note: Both death rates presented as per 1000 population

Life expectancy (years), selected OECD countries, selected years

Life expectancy (years) Year
1980 1990 2000 2010 2012

Selected OECD countries
Canada 75.3 77.6 81.7 83.4 -
Finland 73.6 75 81.2 83.5 83.7
France 74.3 76.9 83 85.3 85.4
Germany 72.9 75.3 81.2 83.0 83.3
Greece 74.5 77.1 80.9 83.3 83.4
Italy 74.0 77.1 82.8 84.7 84.8
Japan 76.1 78.9 84.6 86.3 86.4
Korea 65.9 71.4 79.6 84.1 84.6
Mexico - - 76.1 77.0 77.3
United Kingdom 73.2 75.7 80.3 82.6 82.8
United States 73.7 75.3 79.3 81.0 -

Source: OECD(OECD 2014)




Main causes of death,

selected years

Causes of death Number (rate per 100 000 population)
(ICD-10 classification) 1980 1990 2000 2010 2012
Communicable diseases - 85902 120085 (95.7) 161162 (128.1)
(69.9)

Tuberculosis 6439 3664 2656 (2.1) 2129 (1.7) 2714 (2.2)

(5.5) (3.0)
HIV/AIDS - 367 (0.3) 167 (0.1) 170 (0.1) -
Non-communicable diseases - 674492 (549.2) 811944 (647.1) 1024850 (814.5) -
Circulatory diseases 308462 (265.2) 303061 (246.9) 298338 (237.5) 341882 (270.5) 350912 (278.6)
Malignant neoplasms 161764 (139.1) 217413 (177.2) 295484 (235.2) 353499 (279.7) 360963 (286.6)
Colon cancer 7932 (6.8) 15509 (12.6) 23637 (18.8) 30040 (23.8) 32177 (25.5)
Cancer of larynx, trachea, bronchus 21294 (18.3) 36486 (29.7) 54770 (43.6) 70815 (56.0) 72471 (57.6)
and lung
Breast cancer 4141 (7.0) 5848 (9.4) 9171 (14.3) 12455 (19.2) 12529 (19.4)
Cervical cancer 1745 (3.0) 1875 (3.0) 2393 (3.7) 2664 (4.1) 2712 (4.2)
Diabetes 8504 (7.3) 9470 (7.7) 12303 (9.8) 14422 (11.4) 14486 (11.5)
Mental and behavioural disorders 3017 (2.6) 3068 (2.5) 3920 (3.1) 8049 10768 (8.5)

(6.4)

Ischaemic heart diseases
Cerebrovascular diseases
Chronic respiratory diseases
Digestive diseases
Transport accidents

Suicide

48347 (41.6)
162317 (139.5)
48466 (41.6)
29606 (25.5)
13302 (11.4)
20542 (17.7)

48804 (41.9)
121944 (99.4)
84910 (69.3)
27264 (22.3)
15828 (12.9)
20088 (16.4)

70183 (55.8)

132529 (105.5)

134501 (107.1)
38268 (30.5)
12857 (10.2)
30251 (24.1)

77217 (61.1)
123461 (97.7)
187609 (148.4)
45503 (36.0)

7222 (5.7)

29554 (23.4)

77579 (61.6)
121602 (96.5)
201798 (160.2)
47255 (37.5)
6414 (5.1)
26433 (21.0)

Sources: MHLW (Ministry of Health 2015a) and GBD database




Disability adjusted life years (DALYs) by major diseases categories during 1990 to 2010

Characteristics All ages DALYs per % of total
DALYs 100,000 DALYs
All diseasesor injuries 100
1990 27812800 22647.1 100
2000 29990700 23900.2 100
2010 31231200 24821.3 100
Non-communicable diseases
1990 22867400 18620.2 82.2
2000 24732800 19710.1 82.5
2010 26071600 20720.8 83.5
Communicable, maternal,
neonatal, and nutritional
disorders
1990 2006120 1633.5 7.2
2000 2110450 1681.9 7.0
2010 2143830 1703.8 6.9
Injuries
1990 2939220 2393.3 10.6
2000 3144150 2505.6 10.5
2010 3015670 2396.7 9.7

Sources: GBD database



Prevalence of diabetes and hypertension in adults, Japan, selected years

Health conditions Percentage
1980 1990 2000 2010
Standardized diabetes (ages > 20 years)
Male 3.8 93 9.5 9.7
Female 33 6.6 6.3 6.1
Both sexes - 7.9 7.8 7.9

Hypertension (ages > 35-84 years)

Male 50.1 51.7 41.4 57.6
Female 433 46.8 31.9 42.2
Age-standardized (both sexes) 48.2 45.5 39.7 48.5

Sources: Diabetes: Danaei €t al. 2011(Danaei et al. 2011), Charvat et al. 2015(Charvat et al. 2015) and hypertension:
Ikeda et al. 2014, Kearney et al. 2004, Miura et al. 2013,(Miura et al. 2013b) Martiniuk et al. 2007(Martiniuk et al.
2007) Note: Author’s estimated prevalence of hypertension for 1990 using meta-analysis from Miura et al.

2013(Miura et al. 2013b) data



Body mass index in adult ages 20 years and older, Japan, selected years

High body mass index Percentage
1980 1990 2000 2010 2013
Overweight or obesity
Male 18.0 21.5 26.1 29.3 28.9
Female 19.4 18.5 18.0 20.7 17.6
Obesity
Male 1.5 1.8 3.0 3.6 4.5
Female 2.5 24 3.1 32 3.3

Sources: Ng et al. 2014(Ng et al. 2014) Note: Cut-off point for overweight or obesity>25 kg/m? and obesity>30
g g g y g

kg/m’.
Proportion of Japanese adults who are daily smokers, 1980-2010
Risk factors Percentage
1980 1990 2000 2010
Smoking (ages > 15 who are daily smokers)
Male 70.2 53.1 47.4 322
Female 14.3 9.7 11.5 8.4
Both sexes 423 28.5 27.0 21.5

Sources: OECD(OECD/WHO and DOI: 2014)



Maternal, child and adolescent health indicators, selected years

Selected health indicator 1980 1990 2000 2010 2012 2013
Adolescent fertility rate 4.0 4.0 5.2 53 5.4 -
Perinatal mortality” 11.7 57 3.8 2.9 2.7 -
Neonatal mortality rate” - 2.5 1.7 1.2 1.1 1.0
Infant mortality rate* 7.5 4.6 3.2 2.3 2.2 2.1
Under-five mortality rate” 9.9 6.3 4.5 3.2 3.0 2.9
Maternal mortality ratio™ - 142 100 6.0 - 6.1
Measles immunization” 69.0 73.0 96.0 94.0 96.0 95.0

Low-birth weight babies (% of live births) 5.2 6.3 8.6 9.6 - -

Sources: °World Bank; **MHLW (Ministry of Health 2015a, b); “Kassebaum et al. 2014; “°OECD(OECD/WHO and DOI: 2014)
Note: Adolescent fertility rate birth per 1000 women ages 15-19; mortality represents per 1000 live births; measles immunization

for % of children ages 12-23 months




Population pyramid in Japan
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Top 15 leading risks for years of life lost (YLLs) in Japan

% of total YLLs, 2010

% of total YLLs, 1990
oo oYL 000 500 1000 1500 2000 25.00

0.00 5.00 10.00 1500 20.00  25.00 )
Dietary risks [ 215 Dicary risks | 21 41
High blood pressure _ 17.40 High blood pressure _ 14.89
Tobacco smoking [ 1498 Tobaceo smoking [N 13.62

Ambient zz:’ltli‘tt:il:)lenate matter - 566 PhySi;;lyis?::lﬁ:(iz/ ?tr;,d low _ 6.82
Alcohol use - 559 Ambiemé)oalrltlifiuol:temalter - 5.08
High fasting plasma glucose - 3.18 Alcohol use - 485
High total cholesterol [ 3.04 High body-mass index [N 3.95
High body-mass index - 291 High total cholesterol - 338
Occupational risks l 1.26 High fasting plasma glucose - 333
Drug use I 0.63 Occupational risks I 0.87
Low bone mineral density I 0.23 Intimate partner violence I 0.65

Lead exposure | 0.17 Drug use I 0.54

Iron deficiency ‘ 0.10 Lead exposure I 048

Ambient ozone pollution ‘ 0.10 Low bone mineral density I 038

Zinc deficiency  0.02
inc deficiency Childhood sexual abuse | 032

Sources: GBD database
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Prevalence estimates of diabetes, adults aged 20-79 years, 2013
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Japan health system financing: a systematic assessment

Health financing is a core component of health system function and can have significant
effects on health care utilization decisions. Understanding the effect of health financing
and the different kinds of financing system available during the implementation of
health system reforms is essential to effective and sustainable UHC. Total expenditure
on health accounted for 10% of GDP in Japan in 2013, one percentage point above the
OECD average of 9%. The health insurance coverage rate was nearly 100% in Japan,
and the share of household consumption spent on OOP payments was only 2%, which is
less than the OECD average (3%). Reforms to the financing system and greater
efficiencies will be necessary to maintain a low-cost, equitable health system in the
future.




A

Health financing is a core component of
health system function and can have
effects on health

significant care

utilization decisions. As national health

systems move to universal health
coverage (UHC), decisions about
financing mechanisms can exert

considerable influence on the structure
of the overall health system and its
ability to ensure UHC goals such as
equity, access, coverage and quality.
Understanding the effect of health
financing and the different kinds of
financing system available during the
implementation of health system
reforms is essential to effective and
sustainable UHC. This report describes
Japan’s health financing system, how it

has changed over time, and the future

challenges it faces.

B

We wused published national and
international data sources to assess
health financing in Japan. The
available literature includes published
papers, health financing-related
reports and databases published by the

Ministry of Health, Labour and Welfare

(MHLW). International data sources
include World Health
(WHO)

mainly
Organization and OECD
libraries. Using this data we conducted
a short analysis of health expenditure
patterns since 1995 and then presented
sources of health care expenditure. We
also describe how decisions are made on
the allocation of resources between
types of health care, the relationship

between purchasing and purchaser and

payment mechanisms.

C

C-1  Sources of financing

The Japanese health care system is
primarily funded through taxes (Figure
1). Both the central government and
municipalities levy proportional income
taxes on their respective population.
The key sources of financing are an
insurance premium (20.2% business
operators and 28.4% insured persons),
followed by public funds (26% state
subsidies and 12.4% local subsidies),
co-payments (12%) and others (0.7%).
The national subsidy rate for the Japan
Association was

Health Insurance

16.4% from dJuly 2010 to fiscal year



2014.(Ministry of Health 2014)

National medical expenditure was
distributed as follows: 37% on inpatient
care, 35% outpatient, 7% dental, 17%
pharmacy dispensing, 2% hospital
meals and living expenses, and 1.5%
medical care expenses and
others.(Ministry of Health 2013, 2014)
Health care expenditure in Japan was
almost stable over the last two decades.
Table 1 presents the trend of health
care expenditure in Japan.

Total expenditure on health as a
proportion of GDP slightly increased
from 8% in 2005 to 10% in 2013.
However, health spending was stable
from 1995 to 2005 and 2010 to 2013. In
2013, around 82% of expenditure was
from public services and 18% from
private services. A similar proportion
was observed in the  United
Kingdom.(Boyle) Public and private
expenditure on health as a proportion
of total health expenditure have been
almost stable since 1995. Government
expenditure on health as a proportion
of total expenditure increased from 15%
in 1995 to 20% in 2013 with a 1%

increase in the rate every year. When

risk pooling mechanisms are not well

designed, direct out-of-pocket (OOP)

payments may incur financial
catastrophe or push non-poor
households into  poverty. Many

developing and developed countries are
facing financial hardship due to high
However, the share of

health

OOP payments.

OOP payments in total
expenditure in Japan declined from
15% in 2000 to 14% in 2013.

Government spending on health as a
percentage of total national health
expenditure across OECD countries
since 1995 is shown in Table 3.2. The
proportion of health expenditure paid
by the public sector in Japan in 2013

was comparatively higher than many

other high-income countries.
Government expenditure as a
percentage of total national

expenditure ranged from 47% (Canada
and Austria) to 85% (Estonia and

Netherlands) in 2013. The 2013

OECD median was 76%, relatively
lower than Japan.

Table 3 shows healthcare expenditure
as a proportion of GDP in selected
OECD countries. The 2013 median
selected

healthcare expenditure in

OECD countries as a percentage of



GDP was 9%. The total healthcare
expending as a share of GDP has grown
in all countries except Denmark,
Finland, and Italy since 1995. In 2013
most

healthcare expenditure in

European countries accounted for
9-11% of GDP and only a handful of
OECD countries like Canada, Germany,
and Mexico exceeded 11%. A steady
increase in health care expenditure was
also noticeable in Japan from 7% of the
GDP in 1995 to 9% in 2013.

Given the rapidly aging population, the
burden of health care expenditure is
expected to grow fast in Japan. Per
capita health expenditures in Japan
have increased from $1762.9 in 2000 to
$2356.6 in 2013 (Table 4). Recent per
capita health expenditure is below the
median OECD countries per capita of
$34045.2. In contrast, in the United
Kingdom and the United States of
America, per capita expenditure shows
decreasing trends from 2010 to 2013. In
2013, the per capita expenditures in
these two countries were $1061.1 and
Japan's. Among

$1677.6, Dbelow

European countries, the per capita
health expenditures increased very

rapidly in Turkey from $3810.3 in 1995

to $9145.8 in 2013. The other OECD
countries, which saw an increase in per
capita health expenditures more than
$6000 were

Israel, Iceland, and

Denmark.

C2 Patterns of health care expenditure

National health care expenditure by
types of medical care from 1995 to 2011
1s presented in Table 5. Hospital

expenditure was substantially higher

In inpatient care; however, general
clinic expenditure was higher for
outpatient  health  services. The

proportion of medical, outpatient, and

dental care expenditure has been
slightly deceasing since 1995, while
rapidly

pharmaceutical expenditure

increased. In 2011, pharmaceutical
expenditure increased more than four
times compared to 1995. In recent
times, home visit health expenditure
also increased substantially compared
to 1995-2005.

Age-specific health care expenditure by
type of health service is presented in
Table 6. Overall, per capita
expenditure on health was 278129

million yen, and little difference was



observed between inpatient (143754
million yen) and outpatient care
(134376 million yen). Per capita
medical expenditure increased rapidly
with increased age. The highest
medical expenditure for individuals
was observed in those aged 65 years or
over (159738 million yen) and the
lowest in the age of 14 years or less
(17544 million yen).
Disease-specific medical care
expenditure by major types of health
services is shown in Table 7. The three
main categories of expenditure were
the circulatory system (57926 million
yen), neoplasms (36381 million yen),
and respiratory system (21707 million
expenditure was

yen). Inpatient

substantially higher compared to
outpatient care.

The proportion of people covered by
types of risk of pooling mechanisms
from 1980 to 2011 is presented in Table
8. The health insurance coverage rate
was 100% in Japan. The largest
proportion (58%) of the population was
covered by employee health insurance,
including government-managed health
society-managed health

Insurance,

insurance and mutual aid societies.

Government-managed health insurance
covered a larger proportion of the
(27%), followed by
health

population
society-managed insurance
(23%), and mutual Aid Societies (7%).
National health insurance covered 30%
of the total population.

The trend in national health
expenditure by financing sources since
1985 is shown in Table 9. The total
health

proportion of national

expenditure drawn from taxation
increased from 32% in 1995 to 38% in
2011; however, insurance premium
contributions declined rapidly in this
period, from 56% in 1995 to 48% in
2011. The proportion of payment drawn
from patient cost sharing fluctuated
during this period. The patient cost
sharing amount was almost stable from
1985 (12.3%) to 1995 (11.9%), and
increased from 2000 (13.4%) to 2005
(14.4%) Dbefore returning to levels
similar to those seen in 1985. In
developing and developed countries
where public funding for health
services is inadequate and risk pooling
mechanisms in health financing are
unexpected

limited or wunavailable,

out-of-pocket (OOP) payments and



illness-related production or income

loss can trigger asset depletion,

indebtedness and reductions in

essential consumption, leading
sometimes to financial -catastrophe.
(Chuma et al. 2007; Ezeoke et al. 2012;
Huffman et al. 2011; Kabir et al. 2000;
Leive and Xu 2008; Mclntyre et al.
2006; Russell 2004; Steinhardt et al.
2009) On average 14% of health
spending is paid directly by patients in
Japan in 2011. The burden of OOP
payments across OECD countries is
presented in Figure 2. The burden of
out-of-pocket health spending can be
measured either by as ashare of total
consumption expenditure or in total
household income. On average in
OECD countries, the OOP payment as
household

a proportion of total

consumption was around 3%. The

average share varied substantially
across OECD countries in 2011, from its
lowest value in France, the UK, Turkey,
and the Netherlands (1.5%) to its
highest in Chile, Mexico and Korea
(4.6%). In Japan, 2.2% of consumption
was spent on OOP health services,
slightly lower than the OECD average.

The low burden of OOP payments in

Japan is due to sustainable health
Insurance polices with low co-payments
and caps on maximum OOP payment
size.(Ministry of Health 2013, 2014)

The share of OOP spending on different
health-related goods and services
across selected OECD countries is
presented in Figure 3. In most OECD
countries, curative care and
pharmaceutical goods or services are
the two most important spending items
for OOP payments and account for
more than 70% of total health care
expenditure. In Japan, Hungary,
Iceland, Poland, Estonia, Canada and
the Czech Republic, more than 40% of
OOP payments are for pharmaceuticals.
However, in Belgium, Switzerland, New
Zealand, Korea, household payments
for curative care account for about 50%
or more of total household medical
expenditure. OOP payments for
pharmaceutical goods or services are
substantially higher than curative care
in Japan and many other OECDs
countries including Hungary, France,
Australia, Finland, Iceland,
Netherlands, Poland, Estonia, Canada
Health

and the Czech Republic.

expenditure related to dental care also



contributes a larger share in household
medical spending. On average, OECD
counties spend around 19% of OOP
payments on dental care. The highest
OOP payments related to dental care
were in Spain (30%) and the lowest in
Belgium, Hungary, and the Slovak
Republic (8%) 2011. Around 12% of
OOP payments went to therapy in
OECD countries in 2011. In Japan this

figure was only 8%

C-3: Payment mechanisms

Reimbursement under Japan’s national
health insurance (NHI) system uses a
contract-based purchaser/provider
system. Under this system, providers
contract with the government to follow
NHI directives on billing and provision
of services, in return for payment from
pool.

the national insurance

Practitioners agree to follow best

practice rules set by the government in
order to be paid under this system, and
as a result very few practitioners
operate  Independently from the
national scheme. Selective contracting
and providers is

between 1insurers

strictly regulated and therefore

remains uncommon, though legislation
was relaxed in May 2003.

All claims made by providers are vetted
and monitored by the government. In
instances of fraud or abuse of the
system, contracts with  medical
facilities are voided and individual
practitioners may have their licenses
revoked. For instance, in 2004 a total of
27 hospitals and clinics, 19 dental
clinics and 2 pharmacies had their
contracts terminated. (Pinilla et al.
2015)

By enabling the vetting of providers
and setting of standardized fees, this
contract allows the central government
to exert great influence over the entire
healthcare system: controlling costs,
distributing human resources

more

evenly across the country, and

maintaining  equality in  health
outcomes at levels higher than many
other OECD countries.
In 2003 a new system of
reimbursement was introduced:

Diagnosis  Procedure  Combination
(DPC). In contrast with the traditional
fee-for-service system, DPC introduced
a scaled per diem payment dependent
given.

diagnosis and procedures



Hospitalization is divided into three
stages, with the first being reimbursed
at a 15% higher rate which then
decreases as length of stay increases up
until a cutoff point after which
hospitals may revert to pay-for-service.
Another unique feature of DPC is that
pricing can vary according to hospital,
partly in order to maintain historic
levels of reimbursement.

However, the system 1s limited to
hospital charges alone (e.g.
accommodation charges, nursing and
laboratory costs) whilst doctors’ fees,
including surgery, consultation, and
rehabilitation, are reimbursed under
the old retrospective payment model. In
expansion and

recent years the

operation of the system has been
limited by shortcomings in hospital
information systems.

Despite these issues the DPC system
has grown over the years. 360 hospitals
were using the system in 2006, whilst
in 2005 over 974, 163 inpatients were
billed DPC.

using Furthermore,

hospitals wusing DPC have shown

reductions in average length of stay
Okamoto

amongst patients.

(2005)(WHO) reports that in the three

months after the initiation of DPC, 80
out of 82 hospitals experienced shorter
average lengths of stay, with reductions
increasing the longer the initial
pre-DPC average length of stay was.

Reimbursement for medical staff and
services 1s revised every two years
through negotiations between state
administrators, professional and

hospital organizations, insurers,
pharmaceutical companies, consumer
rights groups, and other related parties.
This regular review allows the
government to control costs as well as
promote specific health policy through
the price incentivization of certain
treatments. The next review is due to
be held in 2016.

To facilitate this process the Central
Social  Insurance  Medical Care
Committee conducts economic surveys
to provide data for the revision of fees.
Findings from June 2005 showed that
out of 550 privately owned clinics (run
by a practicing doctor as dictated by
law) the average turnover in the survey
month  was  2.27 million yen
(approximately US$20 000 at that
time). Dentists were relatively less well

reimbursed, with the average monthly



salary of 642 dentists being 1.35 million
yen.

Payment of staff is set at a uniform rate
across Japan, with no distinction made
as to whether someone works in a
hospital or a clinic. The incorporation of
some hospitals means that many
doctors and other staff are paid a salary
(and bonus) rather than the direct rate
set by the government. Combined with
the aforementioned uniform payment
systems, there is often a disparity in
pay between workers at clinics and
hospitals due to higher overheads at
the latter.

According to figures for April 2004 from
the National Personnel Authority the
average monthly salary for hospital
doctors was 910,558 yen (derived from
2175 doctors, average age 37.9 years),
338 859 yen for nurses (9813 nurses,
average age 34.3 years, and 1.56
million yen for hospital presidents (124
doctors, average age 58.4 years). The
difference between nurses’ and doctors’
pay however is to an extent lessened by

end of year bonuses which nurses, but

not always doctors, receive.

Total expenditure on health accounted
for 10% of GDP in Japan in 2013, one
percentage point above the OECD
average of 9%. In nearly all OECD
countries including Japan, the public
sector is the main source of health
funding. In 2013, 82% of health
spending came from public sources,
well above the average of 76% in OECD
countries. Direct OOP payments
contribute only 12% of total health
financing. The health insurance
coverage rate was nearly 100% in
Japan, and the share of household
consumption spent on OOP payments
was only 2%, which i1s less than the
OECD average (38%). Despite this
success, the key challenges in Japan are
population ageing and rapid increases
in chronic illness, which see Japan
facing a future of contracting public
revenues, pressures on the healthcare
workforce, and an increasing burden of
social care and long-term treatment
payments. Reforms to the financing
system and greater efficiencies will be
necessary to maintain a low-cost,

equitable health system in the future.
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Trends in health care expenditure in Japan, 1995-2013

Expenditure 1995 2000 2001 2005 2010 2013
Total health expenditure (% GDP) 7 8 8 8 10 10
Public expenditure on health as % of THE 82 81 81 82 82 82
Private expenditure on health (% of THE) 18 19 19 18 18 18
Government expenditure on health (% of GTE) 15 16 17 18 19 20
OOP payments (% of PHE) 79 80 81 84 81 80
OOP payments (% of THE) 14 15 15 15 14 14

Sources: WHO, 2014(WHO)

Note: GDP, Gross domestic product; THE, total health care expenditure; GTE, Government total expenditure; PHE,

private health expenditure




2 Government health expenditure as a percentage of total national health expenditure,

OECD countries, selected years

Countries 1995 1996 2000 2005 2010 2013
Australia 71 71 70 70 71 70
Austria 33 32 36 38 47 47
Belgium 42 41 47 45 49 52
Canada 45 45 43 44 47 47
Chile 74 73 76 75 75 76
Czech Republic 77 78 75 74 75 76
Denmark 91 91 90 87 84 83
Estonia 83 82 84 84 85 85
Finland 90 88 77 77 79 78
France 72 72 71 74 74 75
Germany 80 80 79 78 78 78
Greece 81 82 80 77 77 77
Hungary 52 53 60 60 67 70
Iceland 84 82 71 70 65 64
Ireland 84 83 81 81 80 80
Israel 73 72 74 76 70 68
Italy 67 69 NA NA NA NA
Japan 73 73 74 78 79 78
Luxembourg 92 93 85 85 86 84
Mexico 71 66 63 65 79 80
Netherlands 84 84 82 84 85 85
New Zealand 73 73 70 69 71 70
Norway 63 65 67 68 69 65
Poland 89 89 89 74 68 70
Portugal 78 76 74 73 74 72
Republic of Korea 72 72 72 71 74 70
Slovakia 87 87 85 81 82 81
Slovenia 54 54 55 59 65 66
Spain 70 69 63 68 79 77
Sweden 84 83 79 81 84 84
Switzerland 66 65 67 67 68 67
Turkey 82 82 81 82 82 82
United Kingdom 77 77 78 80 83 83
United States of America 38 40 49 53 57 53
OECD median 73.5 73 74 74 75 76

Source: WHO, 2014(WHO)




3  Health expenditure as a percentage of GDP, OECD countries, selected years

Countries 1995 2000 2005 2010 2013
Australia 9 9 10 11 11
Austria 6 7 7 7 8
Belgium 5 5 6 6

Canada 13 13 15 17 17
Chile 10 10 10 11 11
Czech Republic 8 8 10 11 11
Denmark 7 6 7 7 7
Estonia 8 9 10 11 11
Finland 6 5 5 6 6
France 8 7 8 9 9
Germany 10 10 11 12 12
Greece 10 10 11 12 11
Hungary 10 8 10 9 10
Iceland 7 7 8 8 8
Ireland 8 9 9 9 9
Israel 7 6 8 9 9
Italy 7 7 7 7 7
Japan 7 8 9 9 9
Luxembourg 6 7 8 8 7
Mexico 8 8 11 12 13
Netherlands 8 8 9 9 10
New Zealand 5 6 6 7 7
Norway 8 9 10 11 10
Poland 6 5 7 9 8
Portugal 7 8 8 9 9
Republic of Korea 7 7 8 10 9
Slovakia 8 8 9 9 10
Slovenia 9 10 11 11 11
Spain 3 5 5 6 6
Sweden 7 7 8 9 9
Switzerland 7 8 8 9 9
Turkey 7 8 8 10 10
United Kingdom 7 8 8 10 10
United States of America 4 4 6 7 7
OECD median 7 8 8 9 9

Sources: WHO, 2014(WHO)




National health expenditure per capita (US$ PPP), OECD countries, selected years

Countries 1995 2000 2005 2010 2013
Australia 492.9 765.1 1288.7 2069.0 2398.4
Austria 1251.1 1613.9 2134.7 3033.6 3405.2
Belgium 1625.3 22553 2961.3 3761.3 4191.1
Canada 30.5 28.9 45.8 73.7 95.3
Chile 1347.1 1832.6 2710.7 32235 3310.7
Czech Republic 174.2 436.5 594.4 903.8 1053.5
Denmark 2567.8 32339 4027.3 5319.1 6186.7
Estonia 1741.7 2291.9 2969.5 3762.0 4243.8
Finland 1190.4 1547.6 2275.7 3025.5 2845.7
France 970.4 1453.9 1997.9 24523 2595.2
Germany 504.2 604.9 1142.7 2039.2 2146.6
Greece 1015.4 1652.4 2224.1 2810.4 2507.8
Hungary 406.1 584.1 856.3 1432.2 1550.7
Iceland 1861.1 3055.1 4317.0 5475.4 6307.8
Ireland 1796.9 2351.9 3823.6 5063.1 5601.1
Israel 2184.6 4046.9 5475.1 6520.6 6518.2
Italy 1495.9 2031.0 2504.0 3161.6 3126.0
Japan NA 1762.9 1822.7 2078.0 2356.6
Luxembourg 1190.3 1800.1 2974.2 3796.2 3867.1
Mexico 1913.1 2764.6 3336.5 3415.2 3645.8
Netherlands 657.3 852.9 1432.2 1700.8 1839.0
New Zealand 1264.1 1454.4 2359.1 2685.0 2512.7
Norway 2275.8 2682.2 3361.9 4426.1 4811.8
Poland 2098.3 2556.5 3240.7 4039.5 4333.6
Portugal 1477.2 1857.2 2593.5 3296.8 3604.1
Republic of Korea 396.2 511.4 823.9 1300.2 1452.6
Slovakia 1871.5 2514.4 3248.0 4545.3 4552.4
Slovenia 895.8 982.2 1479.9 1930.1 1981.8
Spain 1710.3 2250.7 31154 4057.8 4526.1
Sweden 2070.0 2534.1 3469.0 4468.0 4759.3
Switzerland 2253.3 2904.4 3514.9 4516.8 4884.6
Turkey 3810.3 4817.9 6775.9 8298.5 9145.8
United Kingdom 387.9 509.2 731.6 1002.6 1061.1
United  States 460.4 688.2 855.7 1308.9 1677.6
America

OECD median 1412.2 1832.6 2504.0 3223.5 3405.2

Sources: WHO, 2014(WHO)




National medical care expenditure and percentage distribution by type of medical care,

by year

Type of medical care Million yen (%)
1995 2000 2005 2011
National health expenditure 269577 (100) 301418 (100) 331289 (100) 385850 (100)
Medical expenditure 218683 (81.1) 237960 (78.9) 249677 (75.4) 278129 (72.1)
Hospitals 148543 (55.1) 161670 (53.6) 167955 (50.7) 192816 (50.0)
General clinics 70140 (26.0) 76290 (25.3) 81722 (24.7) 85314 (22.1)
Inpatient expenditure 99229 (36.8) 113019 (37.5) 121178 (36.6) 143754 (37.3)
Hospitals 94545 (35.1) 108642 (36.0) 116624 (35.2) 139394 (36.1)
General clinics 4684 (1.7) 4376 (1.5) 4555 (1.4) 4359 (1.1)
Outpatient expenditure 119454 (44.3) 124941 (41.5) 128499 (38.8) 134376 (34.8)
Hospitals 53997 (20.0) 53028 (17.6) 51331 (15.5) 53421 (13.8)
General clinics 65456 (24.3) 71913 (23.9) 77167 (23.3) 80954 (21.0)
Dental expenditure 23837 (8.8) 25569 (8.5) 25766 (7.8) 26757 (6.9)
Pharmacy expenditure 12662 (4.7) 27605 (9.2) 45608 (13.8) 66288 (17.2)
Hospital meals and living 10801 (4.0) 10003 (3.3) 9807 (3.0) 8231 (2.1)
expenses
Medical treatment fee at health 3385 (1.3) NA NA 808 (0.2)
service facilities for the elderly
Expenditure  for  home-visit 210 (0.1) 282 (0.1) 431 (0.1) 5637 (1.5)

nursing care

Source: MHLW, 2014(Ministry of Health 2013, 2014)

Medical care expenditure of medical care by inpatient — outpatient, age group, 2011

Medical expenditure (hundred million yen)

Overall Inpatient Outpatient
All ages 278129 143754 134376
0-14 years 17544 6294 11251
15-44 33788 13739 20049
45-64 67059 31292 35767
65 years or more 159738 92429 67309

Sources: MLHW, 2014(Ministry of Health 2013, 2014)




Medical care expenditure of medical care by inpatient — outpatient and category of

disease, 2011
Medical expenditure (Hundred million
Category of disease (ICD-10) yen)
Overall Inpatient Outpatient
Infectious and parasitic diseases 6518 2575 3944
Neoplasms 36 381 24 359 12 023
Malignant neoplasms 31831 21708 10 124
Mental and behavioral disorders 19 050 13943 5108
Diseases of the nervous system 11 973 8208 3765
Alzheimer disease 2 196 1 548 648
Diseases of the circulatory system 57 926 32 481 25 445
Hypertensive diseases 19 082 2327 16 755
Heart diseases’ 17 020 12 409 4611
Ischemic heart diseases 7553 5273 2279
Cerebrovascular diseases 17 894 14 825 3068
Diseases of the respiratory system 21707 9000 12 707
Pneumonia 3506 3301 205
Chronic obstructive pulmonary disease 1 441 725 715
Asthma 3557 586 2971
Diseases of the digestive system 16 505 8725 7780
Diseases of stomach and duodenum 4784 1018 3766
Liver diseases 1 810 865 946
gss‘:;)‘:ﬁzgi’“s of pregnancy, 2122 1867 255
Perinatal conditions 1 876 1595 281
Injury, poisoning and other external impacts 18 898 13 544 5354

Sources: MHLW, 2014(Ministry of Health 2013)

'excluding hypertensive diseases




Number of persons covered by health care insurance by type of insurance system

System category 1980 1990 2000 2005 2011
Number (thousands)
Population 117060 124533 126926 127768 127799
Total insured population 117037 124260 126351 127176 126678
Employee's health insurance
GMHI 31807 36821 36805 35675 34895
SMHI 27502 32009 31677 30119 29504
MAS 12520 11952 10017 9587 9101
Seamen 672 409 228 168 132
National Health Insurance 44536 43069 47628 51627 38313
Proportion (%)
Proportion 100.0 100.0 100.0 100.0 100.0
Employee's health insurance 61.9 65.2 62.0 59.1 57.6
GMHI 27.2 29.6 29.0 27.9 273
SMHI 23.5 25.7 25.0 23.6 23.1
MAS 10.7 9.6 7.9 7.5 7.1
Seamen 0.6 0.3 0.2 0.1 0.1
National Health insurance 38.0 34.6 375 40.4 30.0

Source: MHLW, 2014(Ministry of Health 2013)

Notes: GMHI: Government-managed Health Insurance; SMHI: Society-managed Health

Insurance; MAS: Mutual Aid Societies




National health expenditure by financial sources, 1985 - 2011

1985 1995 2000 2005 2011

Total health expenditure 100.0 100.0 100.0 100.0 100.0
Tax

Central government 26.6 24.2 24.7 25.2 26.0

Local governments 6.8 7.5 8.5 11.4 12.4

Total 334 31.7 33.2 36.6 384
Insurance premiums

Employers 23.4 24.5 22.7 20.3 20.2

Employees 30.9 31.9 30.7 28.7 28.4

Total 54.3 56.4 53.4 49.0 48.6
OOP payments 12.3 11.9 13.4 14.4 12.3

Sources: MHLW, 2006, 2014 (Ministry of Health 2013, 2014)




Health financing framework
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Out-of-pocket medical spending as a share of final household consumption, OECD, 2011

464646

39
383837
3333323232
292929;5,4
252.52_4
2222
2 49
1.81.81.8
| | | | |15151515

*\ S5 \x & o> \*\ q;\ &Z’\\ P Q F OB
o \“o\» %‘,6@‘\-\*@\ fzr rz}%‘Q @ P \\0 &\\q,\ \60&,‘@
U&*’ %'Qo%@&@s)&*@e}@\@@ & uo“}& Q) NS \Q, §°€Q& “(\\ CP & @Q)\@o «\/@ SN \e}\b
& Ay A oS \\ 0‘*' %' \
S 04} A q)@c‘ J %e <
C} ¢} \)ﬂ\

Note: This indicator relates to current health spending excluding long-term care (health) expenditure.

Source: OECD Health Statistics 2013(OECD 2013)



Share of out-of-pocket medical spending by service type, OECD, 2011
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'Including rehabilitative and ancillary services.
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Source: OECD Health Statistics 2013(OECD 2013)
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Physical and human resources of the Japanese health system

Understanding health system resources is essential to understand the factors affecting
quality and equity of care and the challenges that the health system faces in
implementing reform. This report describes the current state of physical and human
resources in the Japanese health system, and trends in these resources.

In Japan, there are about 8 500 hospitals, 100 000 clinics and 70 000 dental clinics.
Compared with other OECD countries, inpatient care in Japan is characterized by
longer average hospital stays, with a greater number of inpatient beds per head of
population. Japanese hospitals are in general well equipped with high-technology
devices such as computed tomography (CT) and magnetic resonance imaging (MRI)
scanners.

Japan has a relatively low number of doctors and an average number of nurses per head
of population compared with other OECD countries. Japan is in a transitional period of
healthcare human resource supply and education policy. The quota on the number of
students entering medical schools has increased by roughly 20% over the last eight
years. In 2004, mandatory postgraduate clinical training for medical doctors and
dentists was introduced. These changes are likely to influence career path and staffing
levels of relevant sections of the health care workforce in the future.
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A

Understanding the physical and human
resources available to a health system
is essential to understand the factors
affecting quality and equity of care, and
also the challenges that the health
system faces in implementing reform to
meet new challenges and implement
programs to reform current levels of
care.

In Japan, hospital structure and the
available resources for provision of
healthcare is defined by the Medical
Care Act. The Medical Care Act defines
hospitals and clinics as places where
physicians or dentists conduct a
medical or dental practice serving
either the general public or a particular
group of people. Hospitals have
facilities in which at least 20 patients
can be hospitalized, and clinics have
fewer than 20 hospital beds, but may
have none. Because Japan does not
maintain a system of family doctors or
a gatekeeper system based on general
practice, as is the case in many
developed nations, understanding the
way that the hospital system 1is
established, and the resources available

to it, is essential to understanding what
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reform processes are necessary and
what challenges exist to the provision
of high quality care.

This report assesses the structure of
the Japanese health system and
describes the physical and human
resources available to it, as well as the
future reforms and policy changes
necessary to reconfigure the health
system to face the changing landscape
and the

of healthcare in Japan,

challenges posed by the ageing society.

B

This report uses information from
publicly available reports and datasets
the capital stock,

to summarize

physical resources and personnel
situation for the dJapanese health
system.

Available data is summarized and
published literature reviewed to obtain
information about how these resources
are expected to change. Where policy
reforms have been discussed in either
Japanese government documents or
published academic literature, these
policy discussions are summarized in
this report. Finally, recommendations

for key changes to the physical and



human resources of the Japanese
universal health coverage system are

made.

C-1  Capital Stock and investments

In October 2011, the total number of
active medical facilities was 196 308,
99 547

including 8 605 hospitals,

general clinics, and 68 156 dental

clinics. There were 7528 general

hospitals, one tuberculosis hospital,
and 1 076 psychiatric hospitals. Of the
general clinics, 9934 (10.0%) had
hospital beds, and 89 613 (90.0%) did
not. Two thirds (67.0%, 6 651) of the
general clinics with beds had 10-19 of
them. There were 3 182 facilities with
20-99 beds (37.0%), 2 769 with 100-199
(32.2%), 2198 (12.7%) with 200-499,
and 426 with 500 beds or more (0.7%).

The licensing of health facilities is
undertaken by local governments.
Prefectural governors and city mayors
or heads of special wards with a health
care centre can request reports from
the founders or managers of hospitals,

clinics, and birth centres, or send staff

to inspect the facilities. According to
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the 2011 report of spot inspections for
medical facilities, the observance rate
for compliance with the requirements of
the Medical Care Act and related laws,
human and

including resources

equipment, was 96.4% in medical
workers, 98.0% in management, 98.3%
in ledger sheets/records, 98.9% in
subcontracting, 98.2% in fire/disaster
and 99.7% in

prevention systems

radiation management (MHLW, 2013a).

The Japan Council for Quality Health
Care (JCQHC) was founded in 1995
and started an official accreditation
in 1997.

programme for hospitals

Accreditation is  voluntary and
hospitals wishing to achieve it must
apply and pay the necessary fees. By
March 2015, 2270 hospitals
(approximately 26.7%) were accredited
and met the required standards. The
JCQHC emphasizes that accreditation
1s intended to help hospitals improve
their quality on a voluntary basis, not
to close them. Hospitals that fail to
meet the standards are encouraged to

make the necessary improvements and



then reapply (JCQHC 2014). The main
source of funding for private hospitals is
borrowing from banks or the Welfare
and Medical Service Agency (WAM).
The WAM

provides low-interest

long-term loans for construction,
maintenance and operation of facilities
to private social welfare institutions
such as intensive care homes for older
people and support facilities for
disabled people, and to private medical
Institutions, including hospitals, clinics,
and long-term care facilities. At the end
of 2013, WAM’s

balance of loan

receivables was 1.635 trillion yen
(including construction funds, funds for
purchasing equipment, and funds for
long-term operation) and 173.5 billion
yen was provided in loans that year
(WAM 2014).

As a way of raising money more directly,
the issue of medical institute bonds
(known as local medical promotion
bonds) commenced in February 2004,

subject to guidelines announced by the

Ministry of Health, Labour and Welfare

22

in October 2004. In June 2006, the
Medical Care Act was revised to allow

social medical corporations to issue

securities called social medical

corporation bonds, via the Financial

Instruments and Exchange Act.

According to a survey of the Ministry of
Health, Labour, and Welfare, by 2013,
18 medical corporations had issued a
total of 41 medical institute bonds, with
a total monetary value of 4.309 billion

yen (MHLW 2013b).

C-2 Infrastructure

Japanese hospitals and clinics are

predominantly privately owned. In
2011, of the 8 605 hospitals, 274 had
been established by national agencies,
1 258 by public organizations (such as
prefectures or municipal governments),
and 121 by social insurance groups.
Private ownership accounted for more
than 6000, with 5712 owned by
373

by

non-profit medical corporations,

sole proprietorships owned
individual doctors, and 867 by others,

including non-profit public corporations,



non-profit school corporations and

private medical schools. Because

national and public hospitals tend to be

larger, however, the public sector
accounts for approximately 45% of
hospital beds.

Non-profit medical corporations

incorporated under the Medical Care

Act are similar to profit-making

corporations in that they are
established by direct investment from
private shareholders, but are different
from profit-making corporations in that
they are prohibited from disbursing
their profits to shareholders in the form
of dividends. There are two kinds of
medical corporations: associations and
foundations. For many association-type
medical corporations, the corporate
assets of the corporations are the
property of the shareholders, who are
entitled to sell them at market value
when certain conditions are met (such
as inheritance). To emphasize the
non-profit principle of Japan’s health
care system, such association-type
medical corporations are no longer
established and the government
encourages the present association-type
to

medical corporations change to
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foundations by donating the assets

owned by share holders. The

government even advertises the
financial advantages of such a transfer,
such as waiver of inheritance tax when
the current owners die (MHLW 2015).
Non-profit medical corporations are
subject to regulation and supervision by
prefectural governments. Profit-making
corporations are generally assumed to
be prohibited from owning and
operating hospitals and clinics under
the Medical Care Act, although this
prohibition is not explicit in the Act.
The government has, however,
championed the non-profit principle
based on this presumption.

In 2014, there were a total of 49,889
medical corporations, of which 391 were
foundations and 49,448 were
associations.

The number of hospitals across all
categories has declined steadily by
more than 1 500 since a peak of 10 096
in 1990, reflecting mergers and
acquisitions in recent years, and has
been less than 10 000 since 1992. In
2011, there were 99 547 clinics, of
which 9 934 had beds, and the number

of dental clinics was 68 156, of which 38



had beds.

In 2011, the total number of inpatient
beds in all facilities was 1 712 539, of
which 1583 073 were in hospitals. A
total of 899 385 hospital beds were
general, 330 167 were for long-term
care, 344 047 were for psychiatric
disorders, 1793 were for infectious
diseases and 7 681 were specifically for
tuberculosis. The total number of beds
In clinics was 129 366 and of these,
14 150 were for long-term care. Like
the number of hospitals, the number of
beds decreased

within them has

gradually since its 1992 peak of
1 686 696 (MHLW 2011). Inpatient care
in Japan is generally characterized by
longer hospital stays than in other
OECD countries. The average length of
stay was 17.5 days for all hospital beds
in 2012. The average across OECD
countries for which data were available
was 7.4 days. The average length of
stay in Japan has, however, been
steadily declining because of the rise of
care in healthcare or welfare homes for
older people covered by long-term care
insurance (Figure 1) (OECD, 2014).
Compared with other OECD countries,

Japan also has more inpatient beds per
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head of population, although the
number has declined somewhat from a
peak of 1.95 million in 1990. This 1is
chiefly as a result of controls on
hospital beds, which were promoted in
the area health planning enforced by
the Medical Care Act. In 2012, Japan
had 7.9 acute hospital beds per 1 000
population, compared with the OECD
average of 3.3 for countries with

available data (Figure 2) (OECD, 2014).

C-3 Medical equipment

Japanese hospitals are in general well
equipped with high-technology devices
(Matsumoto 2004). Available
equipment is summarized in Table 1.
Two out of every three hospitals,
including psychiatric and tuberculosis
hospitals, have whole-body CT scanners.
The number of CT scanners per 1 000
people is 0.101, compared with a mean
of 0.024 in other OECD countries, 0.051
in Australia, and 0.041 in the United
States and Iceland. The number of MRI
scanners per 1,000 population is 0.047
in Japan, significantly higher than the
OECD’s average of 0.014, 0.035 in the

United States, 0.025 in Italy and 0.024



in Korea. The proportion of hospitals
having MRI, CT and positron emission
tomography (PET) scanners in Japan is
70.5%, 59.4% and 74.2% (OECD 2014).
So much high-technology equipment
may be beneficial to patients in terms
of easy access, but may not be efficient.
An important challenge facing health
policymakers is how to ensure that
distribution of high-technology
equipment 1s cost-effective but still
provides easy access for patients.

Clinics fulfil a general diagnosis
function and are usually very well
equipped with apparatus for X-rays,
electrocardiography and blood and
urine tests. Clinics with inpatient beds
function effectively as small-sized
hospitals, and their beds constituted
9.9% of the total beds in 2004. This
comprehensive function of clinics 1s an
important basis for primary healthcare
in Japan. People can access very
convenient services at affordable prices
almost anywhere in the country, and
receive treatment at a comparatively

early stage in any illness.

C-4 Information technology

The rate of Internet use in Japan is
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estimated to be 82.8%, with 100.4
million people using the internet in
2013. The rate of use in companies is
99.9%. The most common methods of

access are personal computers at home

(58.4%), followed by smartphones
(42.4%), and personal computers
elsewhere (27.9%). Access from

smartphones has recently increased.
Broadband is used by 97.4% of family
units to access the Internet at home,
with 59.3% of families using optical
communication lines. Mobile phone
lines are used in 50.2% of households
(MIC 2014).
In healthcare, the Ministry of Health,
Labour and Welfare has drawn up two
documents to encourage IT use. These
are Grand design for informatization of
the healthcare field (2001) and Grand
design for information utilization in
medical care, health care, long-term
care, and welfare sectors (2007). These
were designed to promote online claim
systems, development of databases of
medical information, and exploration of
other ways to make use of information
and communication technology (ICT)
demonstration

through various

businesses. Based on a “Declaration to



be the World’s Most Advanced IT
Nation” from the cabinet in June 2013,
the Ministry of Health, Labour and
Welfare has encouraged sharing of

information among medical and
long-term care institutions.

Surveys about ICT in healthcare by the
Ministry of Health, Labour and Welfare
in March 2014 found that electronic
health records were used in 1729
facilities  (20.4% of the 8460
respondents). Ordering systems and
picture archiving and communication
systems were used in 3 147 (37.2%) and

4 590 (54.2%).

C-5 Health workforce trends

Table 2 shows the trends in the number
of doctors, dentists, pharmacists and
nurses in Japan between 1980 and
2012. In December 2012, there were
303 268 doctors (2.38 per 1000
population), 102 551 dentists (0.80 per
1 000 population), 280 052 pharmacists
(2.20 per 1000 population), 47 279
public health nurses (0.37 per 1000
population), 31 835 midwives (0.25 per
1000 population), 1015 744 nurses

(7.97 per 1 000 population) and 357 777
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assistant nurses (2.81 per 1000
population).

Of the 303 268 licensed physicians in
2012, 288 850 (95.2%) were working in
medical facilities, with 188 306 (62.1%)
in hospitals and 100 544 (33.2%) in
clinics. A total of 3 549 (1.2%) were in
offices for public health, 3 189 (1.0%) in
healthcare homes for older people,
8625 (2.8%) for

in 1Institutions

education and research, and 2 602
(0.9%) elsewhere.

There were 50 medical schools in Japan
in 1970 and 80 by 1981. The enrolment
capacity for medical students per year
reached a peak of 8280 in 1981. In
1986, a special committee of the then
Ministry of Health and Welfare
recommended that the number of new
doctors should be reduced by 10%
before 1995, in anticipation of a large
increase in the number of graduates. As
a result, student enrolment dropped to
7 625 in the 2003 financial year. By
2008, the numbers had been increased
again, to address concerns about
msufficient numbers of physicians, to
1509 more students than in the
previous year. In the 2015 financial

year, there are 9 069 new students.



Student enrolment has increased in
universities providing scholarships for
those engaging  in community
healthcare or setting selection criteria,
co-operating with other universities to
provide bases for training research
physicians, and decreasing the number
of dental students.

The number of female doctors was
15 659 (10.0% of the total) in 1980 and
59 641 (19.7%) in 2012. Of those aged
under 29 years, 9406 (35.5%) were
female. Compared with other OECD
countries, Japan has a relatively low
supply of doctors (Figure 3), with an
estimated two per 1 000 population in
2012, or the latest available year,
compared with an OECD average of
3.2.

There were 248 165 practicing nurses
in Japan in 1980 (2.12 per 1000
which had to

population), risen

1015 744 (7.97 per 1000 population)

by 2012, a four-fold increase in 30 years.

The number of public health nurses in
total and per 1000 population was
17 957 and 0.15 in 1980 and 47 279 and
0.37 in 2012. For midwives, the figures
were 25867 and 0.22 in 1980 and
31 835 and 0.25 in 2012. Japan has a
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similar number of nurses to other
OECD countries (Figure 4).

The number of dentists in total and per
1 000 population was 53 602 and 0.46
in 1980, 60 857 and 0.72 in 2000, and
102 551 and 0.80 in 2012. The number
of female dentists was 6 590 (12.3 %) in
1980 but up to 22 295 (21.7%) in 2012.
Of those under 29 years old, 3202
(42.1 %) were female. Compared with
other OECD countries, Japan has a
high number of dentists (Figure 5).

The number of pharmacists in total and
per 1 000 population was 116 056 and
0.99 in 1980, 217 477 and 1.71 in 2000,
and 280 052 and 2.20 in 2012. There
were 170788  (61.0%)  female

pharmacists in 2012. In 2006, the

Ministry of Education and Science

introduced a 6-year course for
pharmacists, which includes
compulsory practical training in
pharmacies or hospitals. Compared

with other OECD countries, Japan has
a high number of pharmacists (Figure

6).

C-6 Professional mobility and training

of health workers



Professional mobility, measured as the
proportion of medical professionals
trained  abroad and  practising
domestically, is quite limited in Japan.
Anyone graduating from medical
schools or obtaining a medical license
outside

Japan 1s required to take

documentary examinations and
demonstrate their ability to provide
suitable medical care in Japanese if
they want to take the mnational
examinations for medical practitioners.
They may then be permitted to sit for
the national examination, or be
required to take a pre-examination and
undergo practical training for 1 year or
more beforehand.

Based on formal agreements between
countries, medical licenses may be
given to foreign physicians who have
passed the national examinations for
medical practitioners in English,
provided certain conditions are met.
They must be undertaking medical
practice at medical facilities approved
by the Japanese government and not
use Japanese public medical insurance.
This agreement is so far limited to
doctors from the United Kingdom, the

United States, France, and Singapore
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(MHLW 2013c).

There is also a special system for
foreign healthcare professionals coming
to Japan to undertake medical training,
and who aim to contribute to the
development of international
Interaction with physicians and nurses
improve

in medical fields and to

medical standards in developing

countries, in which they are allowed to
conduct medical and nursing services.
However, there are certain conditions
such as within 2 years for physicians or
1 year for nurses. The system is
currently being expanded.

Through a new “Indonesia—Japan
collaboration on the enhancement of
nursing competency through in-service
established

training” (Siyam 2013),

through the Economic Partnership
Agreement, foreign applicants working
towards acquiring the national license
from Indonesia, Philippines, and
Vietnam engage in training at receiving
facilities with a view to passing the
national examination. Some 2 377
foreign potential nurses and long-term
care workers had entered Japan under
this scheme by June 2014. The Ministry

of Health, Labour and Welfare stated



that this scheme was not designed to
address the nursing shortages, but had
been implemented following strong
requests from the other countries, and
to reinforce economic cooperation
(MHLW 2014).

Medical training in Japan involves 6
years at medical school after
graduating from senior high school.
Those who pass the mnational
examination then go on to 2 years of
clinical training, after which they are
included in the medical register. In
2015, 8258 students passed the
national examinations. Decisions about
where to provide clinical training are
made by matching physicians and
venues using an algorithm.

The quota on the number of students
entering medical schools in the 1960s
was about 3 000—4 000, but in 1973, the
Cabinet endorsed a vision of every
prefecture having a medical school.

Since then, a number of new medical

schools have been established. The
peak of 8280 new students was
reached between 1981 and 1984.

Cabinet decisions made in 1982 and
1997 resulted in a reduction in the

quota of new students entering medical
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schools to 7 625, although this has since
increased again to cope with shortages
of medical personnel.

Postgraduate clinical training after
medical school became mandatory in
2004 and training facilities for doctors
in the initial stages have changed
greatly. In 2003, 72.5% were trained at
university hospitals and about 40%
were trained in a single specialist
department affiliated to a university.
Only a few trainees received more
general training from a broader
rotation. Since then, the number of
clinical training hospitals other than
university hospitals has grown to
provide more than half of the total
training places.

In 2015, the quota for initial clinical
training is 11 004 in 1 015 hospitals
(1 396 training programmes), and the
number of new registered physicians is
8 767, of whom 8 399 will be matched to
the training programme (95.8%). The
number of training slots is far more
than the number of applicants, and the
trainee physicians are likely to be
concentrated in urban areas. Therefore,
adjustments such as setting the upper

limit of the numbers recruited in



individual prefectures have been in
operation since 2010.

Dentists follow a 6-year course at
dental school after graduating from
senior high school. Although most of
these schools were private before the
Second World War, dental schools were
established at three national
universities in 1965. The quota on the
number of students in 2014 was 2 720,
at 29 schools in 27 universities. At least
1 year’s clinical postgraduate training
has been mandatory since 2006. In 2014,
there were 2428 clinical training
The

facilities and 3 603 trainees.

number passing the national

examination for dental practitioners in
2015 was 2 003.

The career path for pharmacists used to
be a 4-year degree course provided by
the pharmaceutical department of a
university, followed by a mnational
examination. In case of going on to
graduate school, two-year master’s
courses and three-year doctoral courses
However, with

were available.

increased social concern about

pharmaceutical education due to recent
advances in medical technologies and

the separation of dispensary from
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medical practice, the course term was
extended to 6 years and doctoral
courses to 4 years. There are still some
4-year pharmaceutical courses for those
planning to work in research and
development at pharmaceutical
companies and universities, or wanting
to gain a basic knowledge of pharmacy
but not wanting to work as a
pharmacist. In 2015, 9 044 students
passed the national pharmacists’
examination.

There are a variety of different routes
leading to a nursing qualification,
including both short and longer college
courses, some with associated clinical
experience. Of the 47 340 who passed
the national examination in 2008,
23.6% (11 170) had graduated from
universities or colleges (MEXT 2009).
In 2012, of the 303 288 licenced
physicians, 288 850 were practicing,
in not

137 902 worked “hospitals

attached to medical educational

institutions,” 50404 in “hospitals

attached to medical educational
institutions” and 100 544 in clinics.
There have been more physicians
working in “hospitals not attached to

medical educational institutions” than



in clinics since 1986. The largest age
group in each setting was those aged
30-39 in hospitals, and those aged 50—
59 in clinics. The mean age was 45.6
years in “hospitals not attached to
medical educational institutions,” 38.5
years in “hospitals attached to medical
educational institutions,” and 58.7
years in clinics.

The career path for physicians is in
transition because of the introduction
of mandatory postgraduate clinical
training in 2004 and the introduction
of a new specialty board certification
system starting in 2017.

Before 2004, physicians were trained at
universities and reported to the
medical office of the universities, from
which they obtained a graduation
diploma. They then acquired experience
working at multiple hospitals, with the
work managed by the clinical
department (ikyoku) of the medical
(Otaki After

1998). the

of

school

introduction mandatory

post-graduate clinical training, young

physicians shifted to hospitals not

attached to medical educational

institutions and their future career

path 1s expected to be affected.

31

Specialty board certification has been
introduced because of past problems in
the evaluation or approval of specialists,
which was previously conducted by
academic societies. This independent

accreditation process caused some

problems, including a lack of uniform
standards and gap in understanding

about the abilities required for

specialists between physicians and

citizens. The Ministry of Health,

Labour and Welfare has established a
medical

commission to investigate

specialties and propose revisions. It has

recommended establishment of a
uniform system for approval of
specialists, evaluation/approval  of

training programs, and a possible
two-step system in which physicians
acquire qualifications in more basic
fields, and then acquire further
qualifications in sub-specialties. The
commission has also proposed adding
general practice/family medicine as an
area for general certification, because
these physicians provide appropriate
primary care and continuous medical
care for a wide range of common
(MHLW The

diseases. 2013d)

introduction of general practice/family



medicine does not signify the
introduction of “gate keeper” or
[13 : : 2 :

capitation” reimbursement because

such reform will contradict the national
principle of “free access”. However,
some advocate a “weak gate keeper”

role for this new specialty.

The majority of midwives, nurses, and

assistant nurses were working in
hospitals: 20 784 (65.3%), 747 528
(73.6%), and 158315  (44.2%),

respectively. More than half (56.1%) of
all public health nurses, 26 538, were
The

working for local authorities.

number of universities providing
nursing education has increased greatly
from 11 wuniversities recruiting 558
students in 1991 to 188 universities
recruiting 15 394 students in 2010. In
2010, there were 127 graduate schools
providing master’s courses to 2 067
students per year, and 61 providing
doctoral courses to 511 students. The
Japanese Nursing Association also has
systems for certified nurse specialists,
certified nurses, and certified nurse
administrators. In April 2012, certified

nurses were working in 21 fields and

certified nurse specialists in 11.
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D
Japan’s health system has physical
resources that are broadly consistent
with levels across the OECD, and
although the number of physicians is
below the OECD average Japan
continues to maintain levels of health
outcomes that exceed OECD standards.
Although historically the training of
new doctors has not been consistent
with estimated future needs, there is
little evidence of a severe future
shortage. However, medical training
and certification processes need to be
updated to better prepare medical staff
for the challenges of

a more

interconnected health and social
welfare system and to prepare them for
the new caring systems that will be
required in an aging population with

high prevalence of NCDs.
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Number of items of functioning diagnostic imaging technologies (MRI units,
CT scanners, PET) per 1 000 population in latest available year (2011)

Unit Per 1 000
Hospital Clinic Total population
MRI 3 461 515 3 461 0.047
>15T 2 946 515 3461
<15T 1293 1236 2529
CT 7 877 5 066 12 943 0.101
Multi-detector CT 6 048 2 298 8 346
Other CT 1829 2 768 4 597
PET 93 24 117 0.001
PET-CT 253 96 349 0.003

Source: 2011 Survey of Medical Institutions, Ministry of Health, Labour and Welfare, Japan.

2  Healthcare workers per 1 000 population, 1995 to 2012 (latest available year)

1980 1990 2000 2010 2012
Physicians 1.33 1.71 2.02 2.30 2.38
Dentists 0.46 0.60 0.72 0.79 0.80
Pharmacists 0.99 1.22 1.71 2.16 2.20
Public Health Nurses 0.15 0.20 0.29 0.35 0.37
Midwives 0.22 0.19 0.19 0.23 0.25
Nurses 2.12 3.27 5.15 7.44 7.97
Assistant Nurses 2.04 2.75 3.06 2.93 2.81

Sources:  Physicians, Dentists, Pharmacists: Survey of Physicians, Dentists and Pharmacists, Ministry of Health,

Labour and Welfare

Public Health Nurses, Midwives, Nurses, Assistant Nurses: Report on Public Health Administration

and Services, Ministry of Health, Labour and Welfare
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Average length of stay, all causes, 1990 to latest available year
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Japan: Data refer to average length of stay for acute care (excluding long-term care beds in

hospitals). Source: OECD Health Statistics 2014
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Beds in acute hospitals per 1 000 population in selected countries,
1990 to latest available year
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Number of physicians per 1 000 population in different countries, by year
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Number of nurses per 1 000 population in various countries, by year
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Number of dentists per 1 000 population in selected countries in 2012 (or latest

available year)
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1: 2007 data; 2: 2009 data; 3: 2011 data

0

wopsury pejtun
puB[IeZ)IMG

¢ uopamg
BIUGAO[S

T oqndey eAO[S
puered
AeMION
OOTXa\
Sanoquexnr|
BaIOY]

uedep

[eBIsT

puepeo]
Aresuny
Aueurron)
QouRI

€ pueulg
BIUO)ST

7 Jrewus(J
orqndey yooz))
wnisfeyg
rLIISNY

RI[RIISTY

Source: OECD Health Statistics 2014

Number of pharmacists per 1 000 population in selected countries, in 2012

or latest available year
”|‘|I|”||h‘”.'””‘m

2
1.5
1
0

0.5

wop3ury] pejrup)
puB[I0Z)IMG

¢ uopamg

uredg

BIUGAO[S

T o1qnday eAo[S
[esniyroq

puered

AeMION

¢ spue[Iay)aN oY,
Sanoquexnr
BaI0Y]

uedep

[eRIST

puepeo]
Aredunyy
AuruLIay)

QouRI

puerug

BIUO)ST

g Jrewus(]
orqndey yooz))
BpRUR))

¢ wnisfeg
rLIISNY
RI[BIISNY

1: 2007 data; 2: 2009 data; 3: 2011 data

Source: OECD Health Statistics 2014

40



26
H26- - -001

Assessment of service provision within the Japanese health system

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.




A

Japan has experienced rapid
improvement in life expectancy over
the past 50 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
and municipal level. They also
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 faces a growing ageing
population and increasing prevalence of
NCDs it is 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
facing

summarizes the challenges

Japan’s health system.

B

This report used a comprehensive
assessment of government reports and
describing the

published material

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 reports. The information 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,

1564, 978 and 941 per million

population respectively.

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

1schemic heart

cerebrovascular disease, which has



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

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.
childhood

Japan maintains a

vaccination program that is broadly



consistent with the WHO recommended
vaccination schedule. Key elements of
Japan’s vaccination schedule are listed
below.
¢ Routine immunization: BCG, MR,
rubella, smallpox, polio, DPT/DT,
DPT-IPV, Japanese encephalitis,
Influenza (for the elderly),
Pneumococcal, Haemophilus
influenzae type b, HPV
e 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
weakened herd

iIn 2006 due to

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
decision making

controversy over

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
these

properly  fight

Japan to
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

diseases

life-style related



(cancers, cardiovascular
diseases, diabetes and chronic
obstructive pulmonary disease),

e Maintain and improve functions
necessary for a healthy social
life,

e Establish 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
should also monitor municipal-level
variations in health and lifestyle , while
municipal governments should
Iincorporate 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 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 1implementation 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 rates 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
physical and mental development
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,
ophthalmology,

surgery, pediatrics,



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
larger hospitals that would be
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

1maging 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
without

outpatients who attend

referrals, and the bulk of hospital

services in dJapan are provided Dby
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 be diagnosed through any of the
following mechanisms:

asymptomatic, he 1is

¢ Being

diagnosed either through
screening or as part of a health
check.
e 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
he will be referred for

After

mellitus,

management by a specialist.



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
presents himself or he will be
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
only

management, and subject to

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
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
1llness 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 2013, 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 is 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
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
1s 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
Iinsurance system in 2010.

Center is

An Advanced Perinatal

defined as a center with six or more



beds in a Maternal-Fetal Intensive
Care Unit (MFICU) and 9 or more beds
Care Unit

in Neonatal Intensive

(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
Centers and

between  Perinatal

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 this. (Japan Pharmaceutical

Manufacturers  Association, 2013)

Japanese pharmaceutical companies
sold 6,894 billion yen of

pharmaceuticals annually, including

6,194 Dbillion 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
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 (0.3% 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 about
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
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
with the high

not kept pace

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
been 0.6

2003-2009 has only



percentage points per year on average.

C-7 Long term care

The Japanese Government instituted
the national long-term care insurance
(LTCD) 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 and for determining insurance
premiums based 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

government  decides the

direction of the system. Half of
municipal financing comes from tax
and half i1s derived from premium
contributions. The 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
must apply to the municipal
government for needs assessment. The
applicant 1s 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’
records, computer-assisted evaluation
1s conducted for preliminary
assessment of care levels. Municipal
governments ask attending doctors
their professional opinions. A Needs
Committee,

Assessment Review

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
in 2000

system was 1mplemented

(2,180,000 beneficiaries)
(Olivares-Tirado, 2014). However, the

sustainability of the system remains an

issue.

D

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 dJapan’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 effectively in the
future as non-communicable diseases
and aging increase the pressure on
many parts of the system, especially its

long-term care components.
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PNR

1: PNR by hospital size and the timing of major revisions of FFS (1984-2008)
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2: Histogram of PNR by hospital size and the timing of major revisions of FFS with kernel density estimates
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Note: Broken lines show “a 7:1 hospital”.
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3: Histogram of LHS by hospital size and the timing of major revisions of FFS with kernel density estimates
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Table 1 Kernel propensity score matching DID estimates before and after 2000

Base line before 2000 Follow up after 2000
Outcome variables Number of Control Treated  Difference Control Treated  Difference DID R-square
observations at base line at follow up d1in Eq.(2)
A. PNR

A-1. All hospitals 19501 1.042 1.644 0.602 e 0.880 1.352 0.473 e -0.130 % 0.133
(0.010) (0.010) (0.014) (0.012) (0.011) (0.016) (0.022)

A-2. Small hospitals 9708 0.728 1.421 0.693 0.653 1.314 0.660 -0.032 0.127
(0.016) (0.016) (0.022) (0.022) (0.020) (0.030) (0.038)

A-3. Medium-sized hospitals 8214 1.357 1.968 0.612 o 1.008 1.429 0.421 R -0.191 e 0.321
(0.011) (0.011) (0.015) (0.011) (0.011) (0.016) (0.022)

A-4. Large hospitals 1403 1.396 1.568 0.172 o 1.024 1.157 0.133 o -0.040 % 0.338
(0.016) (0.0106) (0.022) (0.0106) (0.0106) (0.023) (0.032)

B. LHS

B-1. All hospitals 19501 20.549 36.849 16.300 E20.917 31.758 10.841 A 5459 = 0.157
(0.223) (0.223) (0.316) (0.265) (0.247) (0.363) (0.481)

B-2. Small hospitals 9708 20.710 42.121 21.411 R 24.280 38.602 14.322 R 7.089 0 0 0.189
(0.359) (0.359) (0.508) (0.493) (0.432) (0.655) (0.829)

B-3. Medium-sized hospitals 8214 19.790 31.080 11.290 e 18.495 26.924 8.429 22861 M 0.162
(0.254) (0.254) (0.360) (0.271) (0.262) (0.376) (0.521)

B-4. Large hospitals 1403 20.461 28.395 7.934 E17.057 20.456 3.399 A 4536 % 0.259
(0.374) (0.374) (0.529) (0.383) (0.384) (0.542) (0.758)

Source: Estimated by the author, based on HR and SMI (MHLW).
Note: *** p<(0.01; **p<0.05; and *p<0.1.



Table 2 Kernel propensity score matching DID estimates before and after 2006

Base line before 2006 Follow up after 2006
Outcome variables Number of Control Treated  Difference Control Treated  Difference DID R-square
observations at base line at follow up 6 in Eq.(2)
A. PNR

A-1. All hospitals 21964 1.068 1.604 0.536 e 0.871 1.347 0.476 o -0.060 * 0.100
(0.009) (0.009) (0.012) (0.021) (0.020) (0.029) (0.031)

A-2. Small hospitals 11272 0.850 1.442 0.591 R 0.734 1.327 0.594 0 0.002 0.093
(0.013) (0.013) (0.019) (0.036) (0.032) (0.038) (0.052)

A-3. Medium-sized hospitals 8859 1.433 1.887 0.454 ik 1.014 1.401 0.387 #E20.066 ** o 0.199
(0.009) (0.009) (0.013) (0.021) (0.020) (0.029) (0.032)

A-4. Large hospitals 1768 1.333 1.494 0.161 o 0.967 1.044 0.077 * -0.084 * 0.196
(0.013) (0.013) (0.018) (0.028) (0.029) (0.040) (0.044)

B. LHS

B-1. All hospitals 21964 21.514 38.033 16.519  **  22.542 33.958 11.416  ** 5103 *=* 0.171
(0.181) (0.181) (0.256) (0.449) (0.4106) (0.612) (0.663)

B-2. Small hospitals 11272 22.129 42.163 20.035 R 25753 38.861 13.108 R 26927 = 0.193
(0.282) (0.282) (0.398) (0.772) (0.680) (1.029) (1.103)

B-3. Medium-sized hospitals 8859 20.532 32.342 11.810  ***  18.766 28.706 9.940 R 1871 ¥ 0.175
(0.209) (0.209) (0.295) (0.464) (0.459) (0.653) (0.717)

B-4. Large hospitals 1768 21.676 29.193 7.518 o 16.406 20.255 3.849 E3.669 o 0.241
(0.289) (0.289) (0.409) (0.637) (0.654) (0.913) (1.000)

Source: Estimated by the author, based on HR and SMI (MHLW)).
Note: *** p<0.01; **p<0.05; and *p<0.1.
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Table 1. 1 8
( )
(
) 1 2 3 4 5 6 7 8
20 307 302 297 291 287 279 273 268
21 2,858 2,787 2,736 2,695 2,661 2,581 2,549 2,510
22 4,098 3972 3,910 3,833 3,782 3,652 3,601 3,543
23 4,060 3,932 3,838 3,781 3,731 3,591 3,532 3,438
24 4,239 4,106 4,019 3,947 3,889 3,740 3,692 3,594
25 3,666 3,527 3,438 3,354 3,314 3,177 3,125 3,026
26 3,409 3,297 3,221 3,182 3,142 2,997 2,934 2,861
27 3,313 3,224 3,144 3,093 3,061 2,917 2,856 2,795
28 3,067 2,978 2,907 2,868 2,823 2,680 2,635 2,590
29 2,928 2,839 2,782 2,731 2,706 2,603 2,551 2,483
30 2,411 2,351 2,302 2,258 2,239 2,150 2,118 2,076
34356 | 33315| 32594 | 32033| 31635| 30367 | 29866| 29184
2,363 2,497 2,504 2,553 2,709 2,584 2,666 2,628
895 980 1,012 1,053 1,110 1,118 1,172 1,172
426 429 461 493 536 524 530 545
5,759 6,164 6,411 6,759 7,064 6,960 7,197 7,210
2,890 3511 3,613 3,669 3,905 3,772 3,877 3,869
585 485 559 583 634 707 730 767
(1) /2 / )
( 2 ) 1: / 2: IV ( )/
1 2 3 4 5 6 7 8
690 2,412 3,908 5,017 5,853 8,317 9,192 10,479
1 2,363 2,497 2,504 2,553 2,709 2,584 2,666 2,628
2 31,452 22,590 20,960 22,276 22,527 22,167 20,555 19,527
\Y; 7,006 7,133 4,659 3,416 1,437 2,092 1,871
(1)1 /2 / )
( 2 ) 1: /2: IV ( )/
1 2 3 4 5 6 7 8
690 2,412 3,908 5,017 5,853 8,317 9,192 10,479
1 895 980 1,012 1,053 1,110 1,118 1,172 1,172
2 32,920 24,069 22,422 23,755 24,077 23,586 22,017 20,958
Y 7,044 7,163 4,680 3,465 1,484 2,124 1,896




(1 )1 /2: / )
( 8 ) 1: / 2: / V: ( )/
1 2 3 4 5 6 7 8
690 2,412 3,908 5,017 5,853 8,317 9,192 10,479
1 426 429 461 493 536 524 530 545
2 33,389 24,598 22,945 24,287 24,624 24,153 22,625 21,542
V 7,066 7,191 4,708 3,492 1,511 2,158 1,939
(1 )1 / 2: / )
( 8 ) 1: / 2: / V: ( )/
1 2 3 4 5 6 7 8
690 2,412 3,908 5,017 5,853 8,317 9,192 10,479
1 5,759 6,164 6,411 6,759 7,064 6,960 7,197 7,210
2 28,056 18,999 17,106 18,128 18,199 17,811 16,064 14,971
V 6,930 7,080 4,601 3,389 1,417 2,052 1,845
(1 )1 / 2: / )
( 8 ) 1: /2 / V: ( )/
1 2 3 4 5 6 7 8
690 2,412 3,908 5,017 5,853 8,317 9,192 10,479
1 2,890 3511 3,613 3,669 3,905 3772 3,877 3,869
2 30,925 21,605 19,847 21,184 21,277 20,924 19,291 18,217
Vv 6,977 7,137 4,635 3,470 1,492 2,145 1,940
(1) /2 / )
( 8 ) 1: / 2: / V: ( )/
1 2 3 4 5 6 7 8
690 2,412 3,908 5,017 5,853 8,317 9,192 10,479
1 585 485 559 583 634 707 730 767
2 33,230 24,515 22,820 24,172 24,470 23,958 22,403 21,288
V 7,093 7,218 4733 3,548 1,523 2,180 1,971




1 2 3 4 5 6 7 8
6.99% 9.16% 10.39% 11.50% 12.64% 13.58% 14.90% 16.55%
2.65% 3.88% 4.84% 5.69% 6.45% 7.27% 8.20% 9.34%
1.26% 1.76% 2.28% 2.75% 3.20% 3.61% 4.10% 4.70%
17.03% 22.04% 25.27% 28.03% 30.75% 33.16% 36.27% 40.29%
8.55% 13.96% 17.61% 20.30% 23.23% 25.77% 28.52% 32.09%
1.73% 2.33% 3.03% 3.59% 4.28% 5.11% 6.09% 7.42%

1

0.1401 1

0.0913 0.1279 1

0.1595 0.1571 0.1471 1

0.1296 0.101 0.0501 0.1936 1
0.037 0.0395 0.0435 0.0278 0.0397 1
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Japan’s UHC for sustainable and equitable development: a new vision

Health is a pivotal asset for social development and individual realization of human
dignity. Japan’s universal health coverage (UHC) system provides affordable healthcare
for all citizens with high levels of access equity regardless of age, income, or region.
However, this impact was observed only when Japan’s population was young and the
nation’s economic growth rate was still high. As Japan’s population dividend dwindled
in the late 1980s, and began to suffer from economic stagnation, the function of UHC for
risk pooling, access equity, and protection against household impoverishment has been
declining and its financial sustainability has been questioned. Japan’s past experiences
of successful UHC implementation can provide policy makers and officers in charge of
national UHC development with a useful guide for design, program management, and
human resource development dedicated to UHC. This report summarizes policy
recommendations to be offered to the G7/G8 2016 health agenda, and describes how
they can be used to inform other countries that are developing their health systems
along the pathway that Japan followed to UHC.




A

Health is a pivotal asset for social
development and individual realization
of human dignity. Since 2007 the
Japanese government has integrated
the human security approach in its
foreign policy to contribute to global
health development through
health-system strengthening (Takemi,
et al. 2008). Today, the movement is
synergized with global advocacy for
Universal Health Coverage (UHC) to
ensure necessary and adequate health
financial

services for all without

hardship. Japan’s leading experiences
in UHC have recently been
summarized to be shared with low- and
middle-income countries that are
moving forward to UHC (Ikegami,et al.
2011; Ikegami, 2014).

According to detailed analysis and
Oshio, et

comments by al.(2014),

Japan’s UHC provides affordable
healthcare for all citizens with high
levels of access equity regardless of age,
income, or region. As Ikeda, et al. (2011)
revealed, improved access to primary
care at least partially contributed to
improved control of chronic conditions

such as hypertension, resulting in

remarkable reductions 1n stroke

mortality and extension of life

expectancy. Moreover, the policy

indirectly exercised a considerable

impact on income redistribution

through  benefit  provision, and
supported stable social development
and economic growth since the 1970s.
However, this impact was observed only
when Japan’s population was young
and the nation’s economic growth rate
was still high. As Japan’s population
dividend dwindled in the late 1980s,
and began to suffer from economic
stagnation, the function of UHC for risk
pooling, access equity, and protection
against household impoverishment has
been  declining (Watanabe and
Hashimoto, 2012), and its financial
sustainability is ever more questioned.
Since the majority of low- and
middle-income countries are still able to
take advantage of the population
dividend, Japan’s past experiences of
successful UHC implementation can
provide policy makers and officers in
charge of national UHC development
with a useful guide for design, program
and human

management, resource

development dedicated to UHC. The



demographic and health transition is a

common challenge across countries.
Japan is at the very forefront of this issue,
followed by China and other middle
income countries with an even faster pace
of population ageing, that face
demographic challenges of even larger
magnitude. Japan’s policy leadership to
go beyond demographic and economic
difficulties will provide further important
lessons for these countries to ensure they
against future

can better prepare

challenges. This report describes the
development of a framework for
disseminating Japan’s experiences Iin
UHC to low- and middle-income nations
to enhance the pace of their movement
towards UHC, and improve the quality
and sustainability of UHC when it is

achieved.

B

The policy recommendations for G7/G8
2016 are now under preparation by a
multi-stakeholder working group
including Diet members, government
officials in health, foreign affairs and the
finance sector, academics, and
reperesentatives of civil society and the

private sectors.

Japan’s troika of JICA, NIPH, and the

NGMC synergize their activities to
systematically provide a knowledge hub,
content-based solutions, and personnel
training on strategies to raise human
UHC

capacity for management.

Inter-sectoral collaboration of

government  officials will  provide

pragmatic  lessons regarding key

administrative functions and
institutional capacities required for UHC
operation. This report summarizes the
findings of that working group, and the
main conclusions regarding the future

direction of cooperation on UHC in the

region.

C

UHC is a milestone towards human
security, but not an end in and of itself.
Continuing efforts are required to meet
changing demands, technologies, and

external environments in order to

sustain UHC. With emerging
demographic and economic burdens,

the Japanese government is developing

a new vision for equity and
sustainability in the context of a
super-aged and depopulating

demographic situation in the near



future.

Older people used to be stereotyped as
frail, in need of care, and
non-productive. With the advancement
of life expectancy, later life today
consists of “second” and “third” ages of
human development. Maintaining older
people’s engagement in social roles as
long as possible is crucial both for the
economic sustainability of society and
the achievement of human dignity.
Physical, mental, and cognitive health
is fundamental for active social
engagement, in support of which UHC
should provide effective services.
Furthermore, social inclusion of older
policies for labor

people requires

participation, economic security,
affordable housing and transportation,
and community environments outside

of the health sector to fully enable their

participation. These social
determinants of health should be
incorporated systematically and

effectively in UHC policy discussion.
Another key feature of an aging
population is its  diversity in

socioeconomic conditions, functional

and health status, and subsequent

needs. Not all of older people are

unhealthy, poor, or have high care
needs but the traditional social security
system treats old age as the dominant
and sole risk of impoverishment and
1llness. Indeed, Japan’s current UHC
performs a re-distributional function
between old and young. However, the
social risks of impoverishment and ill
health are unequally distributed even
within generations. Japan’s current
cabinet takes very seriously the high
relative poverty rate among
child-bearing generations, as well as
the increasing number of households
with older people being supported by
welfare programs. A new scheme for
effective

risk portfolios and novel

re-distribution mechanisms, such as
strengthening tax credits and shifting
from direct to ear-marked indirect tax
collection, are essential to maintain the
stability of UHC and ensure equity
within as well as between generations.
The role of government in risk pooling
and household financial stability is
Increasing, but may not be enough to
control emerging risks.
Intra-generational mechanisms of risk

pooling are required to complement the

government’s role.



To reach these goals, two key ideas hold

great promise: community-based

integrated care systems and new
public-private partnerships to account
for local needs. Local communities are
diverse in available types and capacity
of healthcare institutions. Creative use
of locally available resources to achieve
local needs requires detailed needs
assessment, strategic management of
resource allocation, effective
monitoring and communication across
sectors. To enhance community-based
reconstruction of health-systems, local
government should be empowered and
supported by the national government.
Current  health  systems  suffer
functional barriers between preventive,
curative, rehabilitation, and long-term
care modalities. Horizontal and vertical
integration of healthcare institutions
through information linkage is a step
forward, but does not necessarily
guarantee effective and timely response
to patients’ care needs, which change
over the life-course. Accountability,
effective use of information for
monitoring and ensuring quality of care,
and proper integration are a

pre-requisite for realizing patient’s

individual needs in such a system.

Finally, realization of community-based
integrated care systems is not possible
solely through the efforts of local and
central governments. Private sector
organizations with social responsibility
to serve local communities should be
invited as partners to meet the diverse
needs of health in the community.
Citizens are also encouraged to raise
their health literacy to specify their
fundamental needs and make their own
contribution as community partners.
Effective communication and
co-ordination of  multi-stakeholder
parties provides crucial leverage to
achieve community-based integration
of  health

systems.  Reciprocally,

empowerment of individuals and
communities is expected to arise from
health-system strengthening (Takemi,

et al. 2008).

D

The demographic and economic
challenges that Japan currently faces
are enormous. Japan needs to keep
learning from its own experiences and

those of other countries to go beyond its

current achievements. Joint learning



across countries should be enhanced

through global communication towards

UHC, and Japan is most willing to

participate in these endeavors towards

achieving health for all.
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