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The Impact of the 2004 Tax System Revision on Welfare
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According to the Social Security Benefit Payments and Contributions Outlook published by Japan’ s
Ministry of Health, Labor and Welfare in May 2004, social security benefit payments are expected to rise
from ¥86 trillion in FY 2004 to ¥152 trillion by FY 2025, although various uncertainties exist such as
socioeconomic developments and system revisions. To create a social security system that is sustainable
and stable/efficient over the long term, the Outlook claims it is necessary to make fair distribution of
payments and contributions between as well as within generations, in order to control the growth of
government benefit payments and promote structural reform in the social security system.

Against this backdrop, in FY 2004 a revision of the tax system was implemented. Its aim was to
review the preferential taxation of the elderly, which had been under strong criticism, as well as to seek
appropriate tax contributions from the elderly. In taxation terms, the revision was aimed at creating
fairness between different generations; however in terms of welfare, many low-income earners are being
adversely affected because the revision has led to a de facto lowering of welfare standards since tax
criteria are used in determining the application of welfare measures.
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