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On the fiscal system that supports social security services

Sachio Konishi

Professor Emeritus, Kwansei Gakuin University

Local governments provide many social security services. Out of such services, which are stipulated by
national laws and regulations, financial resources are guaranteed by Local Allocation Tax, such that local
governments will not be in trouble with financial resources. Alternatively, local governments frequently face a
shortage in financial resources when providing social security services that are provided independently and not
established as legal systems. Although large amounts of taxes and social insurance premiums fund the social
security system, stakeholders in social welfare frequently perceive that the social welfare sector is insufficiently
funded, because they are only interested in social security, which has not been established as a legal system.

The core of the social security system is social insurance, which includes public pension, public medical
insurance, and long-term care insurance. Public pension is an intergenerational support system, which cannot be
implemented without compulsory social insurance. In the social insurance system, however, the public will be
unable to understand if contribution is extremely high, such that a large amount of tax is appropriated to its
management.

A desirable scenario is that the national government designs basic social security services, such as welfare,
long-term care insurance, and national health insurance, and municipalities, which are general administrative
bodies implement such services. To support this system, a sophisticated local finance system has been
established.

Consumption tax is ear-marked for the social security system. In recent years, the government has raised
consumption tax rate, enhanced social security services, and implemented fiscal reconstruction. However, the
idea of implementing reforms in social security only within the scope of the financial resources that can be
secured is inherently undesirable
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