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Speeding up productivity improvement is the key to overcoming the problem of 
Japan’s shrinking labor force, raising growth potential and enhancing people’s lives. Over 
the next two years, characterized as a “takeoff period” for the Japanese economy, it is 
essential to devote intensive efforts to productivity reform, review the progress and 
establish the process for strengthening the reform. 

1. Three factors obstructing productivity improvement and the direction of reform 

① Low productivity in the services sector (Note: The productivity level of the Japanese 

economy as a whole is 70% of U.S. levels) 

--Uncompetitive structure kept due to delayed deregulation and inadequacy of competition 
--Delays in utilizing full-fledged IT 

→ Need to develop a competitive environment, mainly by accelerating the implementation 
of regulatory reform. 

② Lagging corporate and market innovation 
--Stagnant development of new business models through means such as M&As 
--Weakness in capital market governance to force corporate innovation 
--Failure to promote competition and R&D investment through the market entry of foreign 

companies 

→Reform of the financial and capital markets (on the agenda of the Expert Committee on 
Reforms Addressing Globalization) 

→Promotion of FDI in Japan 

③ Utilization and development of personnel not suited for the need of the times 
--Inappropriate allocation of personnel among companies and industries 

--A higher education system that fails to satisfy the needs of society 

--Stagnant personnel exchanges between the public and private sectors 


→Strengthen personnel utilization (on the agenda of the Expert Committee on Labor 
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Market Reform) 
→Strengthen personnel development 

2. Productivity-Boosting Measures to be intensively implemented over next two years 

① Regulatory reform with an emphasis on the services sector 
・Priority should be given to high-potential areas (e.g. medical services, nursing care, 

agriculture and the environment) and infrastructure sectors (e.g. related to ports, airports, 
distribution) in regulatory reform, opening up of public services to the private sector and 
development of a competitive environment. 

② Full utilization of IT 
・Strengthen IT infrastructure (introduction of electronic medical records, e-billing and 

e-money). 

・Promote management reform in line with IT introduction (expansion of IT investment and 
implementation of management reform) 

・Promote work options such as “telework”. 

③ Strengthen personnel utilization 
・Reform undergraduate and graduate schools (deregulation concerning the taking of 

multiple jobs by teaching staff and collaboration with foreign universities) 

・Create an internationally-competitive higher education system 
・Strengthen collaboration among industry, academia and government (establishing 

world-class research centers and promoting cross-border personnel exchanges) 

④ Promote financial and capital market reform 
・Create a favorable environment for an expanded supply of “risk money” (e.g. investment 

in high-risk areas). 

・Thorough removal of obstacles to FDI in Japan (e.g. review of market entry restrictions) 

It is desirable for the Council on Economic and Fiscal Policy (CEFP) to identify policy 
issues concerning the above tasks and draw up a “Productivity-Boosting Program” 
(tentative name) by around April next year. This program would list measures to be 
intensively implemented over the “takeoff period” of the next two years. 
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3. Review of “Productivity-Boosting Program” 

・The Cabinet Office should create an item checklist concerning the progress in productivity 
reform and conduct annual reviews. 

・For such reviews, it is desirable to set interim goals and use them as a basis for evaluating 
the degree of progress, as it would be difficult to directly verify the progress in 
productivity improvement. For example: 

--For regulatory reform reviews, adopt a regulation index (See the Cabinet Office’s 
structural reform assessment report No. 6) 

--For personnel development reviews, set a target ratio of people studying at 
higher-education institutions and adopting an index for industry-academia 
collaboration 

--For innovation reviews, set a target ratio of IT investment to private sector capital 
expenditures and a target ratio of FDI to GDP 

--For investment flow reviews, set a target ratio of venture capital investment to GDP 

・The CEFP should verify the effectiveness of productivity reform measures based on the 
reviews and consider how to enhance such measures. 
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製 業

(Reference Data) 
Japan-U.S. Labor Productivity Comparison by Industry 

Diagrams: Labor productivity (the rate of increase in per-capita value added) 
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Note 
1. Figures for Japan were compiled based on the Cabinet Office's "Results of the Annual Revision 

for Fiscal 2004." 
2. Figures for the U.S. are compiled from the Commerce Department's "Survey of Current 

Business." 
3. Japan's "services sector" as referred to in the above data comprises electricity, gas, water supply, 

retail/wholesale, financial/insurance, real estate, transport/telecommunications and services 
industries. 

4. Japanese figures for 1981-1990 are estimates calculated with 1990 as a base year, those for 
1991-2000 with the base year of 1995 and those for 2001 and later with the base year of 2000. 

5. The U.S. services sector as referred to in the above data covers all industries other than the 
agriculture, mining, construction, manufacturing, and government sectors. 
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