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Synchronized Reform of Social Welfare and Tax:
Why Did It Fail to Achieve the Fiscal Balance of Japan?

TAJIKA Eiji*

Abstract

Social welfare reform with enhancing fiscal capacity was launched by the Government in 2012. The
government called its initiative “synchronized reform of social welfare and tax” (synchronized reform, in
short). The reform earmarked the revenue from the consumption tax (the value-added tax) to financing the
social welfare. The intention of synchronized reform was that the social-welfare designated revenue should
contribute to both better welfare and fiscal consolidation. The purpose of this paper is to evaluate the extent
that the reform achieved these policy goals. Its main findings are that the welfare-earmarked tax gave a room
for the government to increase social-welfare spending, but that the increased revenue by raising the rate of
the tax was far smaller than the amount necessary to achieve the fiscal balance of the nation. In fact, the fiscal
deficits of Japan have never been met since the reform, and the debt to GDP ratio has been expanding.
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