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1. Reason for low productivity in Japan 

 

Labor productivity measures output per working hour. The promotion of technological 

development and the streamlining of work processes are essential to increasing labor 

productivity.  

Japan’s productivity level, which is less than 60% of that of the United States, is 

considered to reflect its “inability to create added values and to sufficiently improve 

efficiency.” Improving productivity is the greatest challenge to overcome in enhancing 

growth potential of the Japanese economy. 

 

(Priority areas for improving productivity) 

 Seventy percent of the total working population is working for “small and medium sized 

enterprises (SMEs),” while 70% of workers at SMEs are engaged in “services industries.” 

Accordingly, raising productivity of service industries, in particular, of sectors that pertain 

to infrastructure, including the distribution industry (including wholesale and retail 

trade,), IT (including software industries) and the transportation and telecommunications 

industries, is important.   

 

(Why their productivity remains low) 

  According to the interim report, the study on “agenda for productivity improvement for 

each sector” currently conducted by the Cabinet Office found that low-productivity 

industries share several features, including (1) structural oversupply with a large number 

of small-scale enterprises, (2) delays in the integration and networking of such enterprises, 

(3) delays in the introduction of IT, and (4) delays in the progress of human resources 



development and technology development and lack of management skills (including 

difficulties in separating family ownership from management). 

 

(Impediments to productivity enhancement and how to remove these impediments) 

  Listed below are factors behind the above mentioned delayed productivity 

improvement: 

(1) Delays in IT standardization and in the progress of promotion of the packaging of IT 

services, which impede efficiency improvement; 

(2) Ambiguous and complicated distribution systems and business practices, which incur 

increased physical supply costs; and 

(3) Structures that inhibit smooth business reorientation or withdrawal from business, 

which result in the low rate of newly founded enterprises and of termination of 

enterprises. 

 

In order to overcome these impediments, the Government should promptly formulate 

and implement “cross-industrial measures” and “programs for each industry type” based 

on the characteristics of the industries in question. 

 

2. Implementation of cross-industrial measures 

 

To overcome the above-mentioned impediments, we propose the following measures 

from a cross-industrial point of view. The Government should incorporate these measures 

into the “Basic Policies 2008.” 

 

(1) Steps to be taken for the prompt development of IT services  

▪ Full introduction of software products that can be publicly shared (such as Linux or 

the like) at central and local e-Government offices; 

▪ Administrative service fee reduction for e-Government users;  

▪ Temporarily free-of-charge distribution of “IC card readers and writers” for online 

tax filing (i.e. e-tax); and 

▪ Unification and clarification of technical specifications for the governmental 



procurement of IT systems (Note) 

Note:  In the United States, the TRM (Technical Reference Model) for the governmental procurement 

has contributed to the establishment of standards for information technologies in the private sector. 

The IT Strategic Headquarters of Japan should further strengthen and accelerate the promotion of 

unified IT standards. 

 

(2) Efficiency enhancement of management, and the promotion of M&A and of efficient 

networking 

  ▪ The public and private sectors should work together for the standardization of 

electronic commerce or the like across industries, which is vital for the reduction of 

physical distribution costs.(Note) 

  ▪ Business practices that contribute to inefficiency, such as logistics center fees, should 

be corrected. 

  ▪ Authorities should examine disputes between franchisors and franchisees, ensuring 

that franchisors comply with information disclosure rules, and should keep franchisees 

(including would-be franchisees) well informed about matters which require special 

attention when signing contracts.  

Note: Standardization of distribution information, including next-generation EDI (Electronic Data 

Interchange) and electronic tags, and standardization of packing and shipping materials for physical 

distribution 

 

(3) Assistance for smooth business reorientation or withdrawal from business 

  ▪ Authorities should allow the Unified Headquarters for Regional Revitalization to put 

in place, in a unified and integrated manner, measures to support entrepreneurs, 

including the provision of subsidies. 

  ▪ Authorities should provide support measures to allow employees who are affected by 

business reorientation to receive vocational training needed to adapt to changes of 

business, by making effective use of the regional version of the “round tables” 

(government-labor-management round table for the promotion of the strategy for 

raising the level of growth potential). 

 



3. Formulation of programs for specific industries 

 

  ▪ We have learned that the Industrial Structure Council will finalize its 

recommendations for 12 industries (Note) in April. Authorities should promptly put in 

place every measure recommended by the Industrial Structure Council, as far as 

possible.  

Note: Retail, information services, finance, trading, R&D services, authentication services, business 

processes and outsourcing, plant engineering, plant maintenance, environmental services, personal 

services, and automobile retailing 

  ▪ The ministries involved should also formulate productivity-improving programs 

(which incorporate concrete measures and timetables (Note)) for each of the following 

industries which are important from the standpoint of enhancing productivity.. 

(1) Housing, construction, and real estate; 

(2) Food processing;  

(3) Hotel and lodging business and tourism;  

(4) Physical distribution;  

(5) Human resources business; and 

(6) Telecommunications and contents industries 

(Note) Industry-specific productivity-improving programs should incorporate measures to create high 

added values and to reduce costs through improving efficiency. 

  ▪ The productivity-improving programs for each industry type should be incorporated 

into the “Basic Policies 2008” and be promoted by the Government as a whole. The 

CEFP should then conduct a follow-up study of the outcomes of the programs. 



(Reference 1) 

 

 

 

 

 

 
 

 

 

Note 1: The above chart has been compiled based on EU KLEMS database. 

Note 2: Labor productivity has been compared based on the purchasing power parity of each industry (1997) in the said database. 

The real growth rate of labor productivity in each industry has been applied to the previous and subsequent periods. 

Note 3: Labor productivity by industry and individual industries’ shares of total employees represent the annual averages from 2000 

to 2004. 

Note 4: “Other services” include “laundry services, hair dressing, beauty salons, public baths” and “other personal services.” 
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(Reference 2) 

Sector-by-sector productivity improvement agenda 

(Excerpts from an interim report by the Cabinet Office) 

 

(1) IT (Software and information service) 

▪ Standardization and promotion of the packaging of information technology services 

▪ Development of regulations and guidelines for creating highly reliable systems 

 

(2) Telecommunications and contents industries 

▪ New schemes for telecommunication and broadcasting, and revision of the copyright act 

▪ Nation-wide efforts to develop global intellectual property strategy and to establish strategy 

for international mobile phone terminal markets 

(3) Housing and construction 

  ▪ Standardization aimed at disseminating automatic quantity-survey programs that integrate 

design, quantity survey and order placement 

  ▪ Correction of industrial structures and business practices such as ‘marunage’ (wholesale 

subcontracting), ‘uwauke’ (subcontracting by small- and medium-sized firms to large-scale 

firms) and kickbacks 

  ▪ Promotion of make-to-order production systems and direct procurement. 

 

(4) Hotel and lodging business and tourism 

  ▪ Promotion of chain stores operation (cooperative purchasing and logistics, and shared use of 

brand names) 

  ▪ Separation of ownership and management 

  ▪ Promotion of separation of accommodation and dining, and separation of transportation and 

accommodation 

 

(5) Wholesale and retail 

  ▪ Promotion of intensification and chain stores operations through merger and acquisition 

  ▪ Improved transparency and clarification in business practices, including logistics center fees 

  ▪ Streamlining of complicated and multistep physical distribution systems (for food, medical 



goods, etc.) 

  ▪ Review of business environment conducive to the continued operation of unprofitable 

businesses 

 

(6) Food processing 

  ▪ Promotion of business expansion in the upstream sector,, including agriculture and fisheries 

industries 

  ▪ Ensured transparency of business practices, including those involving kickbacks, sales 

promotion fees, and quotation price systems 

  ▪ Strategic efforts to ensure brand enhancement and development of overseas markets 


