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Speed of the aging in Japan is higher
than other OECD,
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International Comparison of the Ratio of the Elderly
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Long-run stagnation of the economy is mainly
due to a lack of structural adjustment to
changing economic circumstances

Real GDP growth




A New Growth Strategy
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Increase in average productivity by
utilizing Information Technology

Improving competitiveness of under-
developed industries through globalization

Removing obstacles for new firms entering
the emerging markets in the aging society

Movement of labor force from low
productive to high productive industries
and regions




Productivity growth for offsetting the
declining labor force
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GDPF Productivity Employme ni

Japan

2003-2007 1.5 1.8 —0.3
2008-2012 1.4 —0. 7
LS A

20032007 J 2.3 0.7
20082012 3.1 2.1 1
Euro area

2003-2007 1.9 1.2 0.8
2008-2012 1.8 1.6 0.1



Diversion between a highly productive manufacturing
sector and a low productive service sector
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Comparison of labor productivity
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Large gap between inputs and outputs
of research and development
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University management, labor markets, and
competition policies need to be improved




Factors for low return to R&D Investment
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Lower mobility of researchers between

firms, research institutes and government

Low ratio of foreign researchers

Average turnover of researchers

Source; OECD
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Widening gap in outward and inward
foreign direct investment

Leading to less competition and less employment
opportunities in the domestic markets;
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Growth prospect in health care services
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Quality difference in health care services are

not reflected in prices;

Insufficient information on quality of health

care services:

Restrictive rule on combining public insurance

and private insurance in the same treatment
based on an egalitarian rule;

Prohibition of firm—managed hospitals makes

MR&A quite difficult and preventing dynamic
efficiency in the medical service markets;
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Labor-market “Big Bang”
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Flexibility in the labor market is a key to improve

labor productivity;

Shifting the labor force to high—productive sectors
by lowering employment barriers;

Introducing the “white—collar exemption”

Equal treatment of workers between internal and

external labor markets based on occupation;

Using private initiatives in the public employment
services, despite the ILO treaty
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