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CLOSE UP: Healthcare

Japan Positions Healthcare as a Strategic Growth
Industry under the New Growth Strategy

Executive Summary

Japan's new Growth Strategy signals a notable shift in how the
government views the healthcare sector. Rather than focusing primarily
on healthcare as a source of social security expenditure, the strategy
positions life sciences as a strategic industry that can drive economic
growth, strengthen industrial competitiveness, and enhance national
resilience.

Healthcare companies should closely monitor how this strategic direction
is reflected in future regulatory, reimbursement, and investment policies.

What Happened

On 24 June, the Takaichi Cabinet finalized Japan’s Growth Strategy.
Together with the Strategy for the Future of Regions, the Growth
Strategy forms a long-term industrial policy framework aimed at
strengthening Japan’s growth potential and economic security through
coordinated public-private investment. Prime Minister Sanae Takaichi
has announced plans to mobilize over JPY 370 trillion in cumulative
investment across the following 17 strategic fields by FY2040.

17 Strategic Fields

1. Al and semiconductors 10. Synthetic biology and biotechnology
2. Digital and cybersecurity 1. Drug discovery and advanced
3. Information and communications medical care
4. Quantum technology 12. Resources, energy security, and
5. Defense industry green transformation (GX)
6. Aviation and space 13. Fusion energy
7. Marine 14. Disaster prevention and national
8. Shipbuilding resilience
9. Materials (critical minerals and 15. Port logistics
components) 16. Food tech

17. Content



The government has
identified synthetic
biology and biotechnology
as strategic industries for
long term investment.

Among the 17 strategic fields, “Drug discovery and
advanced medical care” and “Synthetic biology and
biotechnology” are of particular relevance to the
healthcare industry. Under the former, the
government identifies five priority products and
technologies for investment support:

1) first-in-class and best-in-class pharmaceuticals;

2) biopharmaceuticals and regenerative medicines
(e.g. gene therapies);

3) infectious disease countermeasures such as
vaccines;

4) advanced medical care utilizing Al, robotics and
innovative medical devices; and

5) healthcare services using life-log data and digital
health technologies.

Particularly through the creation of first-in-class and
best-in-class pharmaceuticals, the government
plans to grow Japan’s patented pharmaceutical
market at a pace comparable to the global patented
pharmaceutical market. Separately, under “Digital
and cybersecurity,” cloud-native medical DX
infrastructure is included. The “Synthetic biology and
biotechnology” field prioritizes the development

of synthetic biology, biomanufacturing technologies,
and bio-based production platforms.

Why It Matters

A key feature of the Growth Strategy is the
introduction of a new fiscal framework, moving away
from reliance on supplementary budgets and
enabling multi-year funding for the 17 fields to
provide greater predictability for investments. If fully
realized, the government projects that nominal GDP
will reach nearly JPY 1,100 trillion by FY2040 -
roughly JPY 200 trillion above the baseline scenario,
while maintaining the debt-to-GDP ratio on a stable
downward trajectory.

The Growth Strategy is also supported by a series of
cross-sectoral measures across eight areas intended
to address structural constraints on Japan'’s
economic growth. These include startup promotion,
human resource development, labor market reform,
and cybersecurity for critical infrastructure.
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Our Perspective

The Growth Strategy marks an important shift in
the government's policy narrative, placing
healthcare more firmly within Japan's long-term
industrial strategy. Rather than viewing healthcare
primarily as a source of social security expenditure,
the government increasingly recognizes life
sciences as a strategic industry that can drive
economic growth, strengthen industrial
competitiveness, and enhance national resilience.

Implications for Industry

For industry, the key question is no longer whether
healthcare has been recognized as a strategic
growth sector — it has. The critical issue now is
whether this strategic vision will be translated into
tangible policy measures.

Over the next 12-18 months, companies should
closely monitor regulatory reforms, pricing and
reimbursement policies, and government
investment programmes to assess whether
Japan's industrial policy ambitions are being
reflected in the healthcare sector.

While the Takaichi Cabinet has set out an
ambitious long-term vision, questions over
feasibility remain. From a macroeconomic
perspective, economists question whether Japan
can realistically increase its growth rate from
around 0.5% today to the high-1% range during the
2030s. Failure to achieve the projected
productivity gains could instead place upward
pressure on public debt, interest rates, inflation,
and the yen. Ongoing discussions on whether
Japan’s existing fiscal framework can
accommodate the government’s vision for multi-
year funding add further uncertainty.

The Growth Strategy reflects the government’s
ambition to strengthen Japan’s pharmaceutical
market, attract domestic and foreign investment,
and improve patient access through innovation.
Realising these objectives, however, will depend
on whether these ambitions are translated into
concrete policy measures.
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While the government has outlined a range of The FY2027 off year
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financing, demand creation, and infrastructure drug price revision Wil

X . X . . . e an early test of policy

measures, achieving these objectives will require implementation.
continued public-private dialogue.The extent to
which near-term policies align with the government'’s
long-term commitments will remain an important
marker for assessing progress toward a stronger life

sciences ecosystem in Japan. The FY2027 off-year

drug price revision will serve as one early indicator of
such alignment.
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