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Public-Private Council

Japan’s Pharmaceutical
Growth Strategy

-A National Imperative for Health Security-

June 26, 2025
Asuka Miyabashira
President, Japan Pharmaceutical Manufacturers Association
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What We Ask of the Public-Private Council =
B EE {75

In positioning the pharmaceutical industry—one of Japan’s key growth sectors—as a vital component of national
strategy that contributes to both public health and economic prosperity, we respectfully request that the Council
continue discussions with a focus on the following two key areas, with the aim of formulating a long-term strategic
plan to further invigorate the domestic industry and promote its global expansion:

1. Sustained investment in R&D and manufacturing of innovative new drugs

O Investment targets and timeframes should be determined through cross-sectoral discussions among
government, industry, and academia. Once established, the investment policy must be followed through with
long-term commitment and stable support.

O A coordinated, cross-ministerial approach is essential to ensure integrated and effective policy
implementation.

2. Discussions on Social Security Financing and Drug Pricing System Design

O In order to materialize the concept of “budgeting that reflects economic and price trends in social security
expenditures,” we urge continued dialogue on how such considerations should be reflected in drug pricing.

O We also call for concrete deliberation on a new drug pricing system that appropriately values innovation and
enhances predictability.
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The pharmaceutical industry plays a key role in Japan's growth £7@1
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Pharmaceuticals have a high GVA in domestic production, underscoring its importance as an investment target

The bubble size corresponds to

Mapping of major manufacturing industries in Japan (GVA X GVA efficiency, real value basis) the value of domestic production (trillion yen)
70
Higher
significance of the
60 A ‘ investment
—Pharmaceuticals (8.9)
Chemical final products (excluding pharmaceuticals) (7.2)

50 A Industrial machinery (5.8)
© o Fabricated structural metal products (4.2)
8 < Converted . Manufacturing machine (16.1)
SIS General purpose machinery.(10.2)
c paper products (3.2) Industrial electrical equipment (8.5)
Q9= 40 — e .
3<32 Plastics (11:9)
> > = Telecommunication, Audio,

O . .

<Uo and Video Equipment (3.2)
> 0 . 30 - Petroleum products (12.5)
E 3 Pulp, paper (3.6) Steel (10.9)
m m
Q 4 Electronicdevice (6.2)
S 0

20 A

/ Food, Tobacco (30.3)
Nonferrous metal fabrications Passenger car (14.2)
10 (43) Automobile parts (22.9)
Organic chemical industry products (excluding petrochemical basic products and synthetic resins) (5.1)
0% I I I I I I I I I I
0 1 2 3 4 5 6 7 8 9 10
GVA (GROSS DOMESTIC VALUE ADDED: TRILLION YEN) )

Source: Extended input-output table, METI 2020 (based on 2015 benchmark, , real-term values) Among the 96 sectors in the integrated classification, 38 are classified as manufacturing. (Of Japan’s total GVA of 508 trillion yen, the manufacturing accounts for 74 trillion yen (15%)). This chart visualizes 19
manufacturing industries, excluding those with domestic production values below 3 trillion yen.



Strategic Investment in Pharma:
A Government-Led Approach Inspired by Semiconductors
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Central to public health and national resilience, the pharmaceutical sector now demands bold, strategic action

Pharmaceuticals

Semiconductors

Shifting technology landscape

Japan’s pharmaceutical sector
is shifting from small
molecules to advanced
modalities such as biologics
and gene therapies.

Key enablers -talent, science,
standards, and regulation-
remain underdeveloped for the
successful market entry of
innovative therapies

Investing in innovation

Lagging adaptation to
technological change

4

Structural change in
development/manufacturing

While the pharmaceutical industry
serves as the foundation of public
health, Japan remains highly
dependent on imports, posing
significant risks to economic security
and supply chain resilience, especially
in times of crisis

Despite a shift toward horizontal
specialization, partnerships among
academia, startups, and CDMOs have
yet to yield sufficient results

Strengthening domestic
infrastructure for public health

Slow transition from vertically
integrated models

@

Intensifying global competition

* Long-term and substantial R&D

investment is essential. Global
product expansion is critical.

* Unpredictable drug pricing system

discourages development and
investment in the Japanese market

* Asaresult, Japanese

pharmaceutical companies are
losing international presence — in
innovation and global market share.

Enhancing Japan’s market
attractiveness through policy

* Declining global competitiveness

of Japanese companies
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Attracting Investment and Innovation to Japan’s Pharma Sector \Q*

Establishing a drug pricing system with long-term predictability to accelerate the market growth

Social security cost savings Policy Priorities
70% of the reductions of social security expenditures 1. Expand the framework for social security expenditures
has been attributed to drug price cuts?) Cost savings
Cost savings | 110 Pillion ven O The growth rate of Japan market from 2015 to 2024
140 billion yen | prug prices was only 0.4%?2)
Cost savings | Drugprices | o0 Pillionyen O In addition to the natural increase associated with
Cost savings | |10 PVion verp {130 billion yep population aging, an additional adjustment should be
1220 billion yen | Drug prices made to reflect economic and price trends.
Cost savings = Drug prices 70 billion yen (Honebuto policy 2025)
-130 billion yen -160 billion yen 38.3
Drug prices 37.7 2. Reform the drug pricing system with predictability
-100 billion yen . . .
O Appropriate value assessment of innovative drugs
36.9 * New framework to evaluate innovation in emerging
36.3 modalities
35.8 * Flexible selection of comparator drugs
: Social Sec‘(‘t’i_tl\l'j’e'ate‘;' expenses O Price maintenance during patent period for innovative
rillion yen
o N N AN drugs : -
* Category-based drug price revisions
2021 2022 2023 2024 2025 * Abolition of mark'et expansion repl."icing .
Source : 1) Ministry of Finance, the Cabinet Office * Fundamental review of cost-effectiveness evaluation :

2) Copyright ©IQVIA. Calculation based on JPM (Unauthorized reproduction prohibited)
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Now Is the Time to Strengthen Japan’s Pharmaceutical Competitiveness g@{
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While global pharma market environment gets tougher, Japan has an opportunity to attract investment

A
v

* Newly listed drugs on the National
* Agrowth cap set for the pharmaceutical market e Reimbursement Drug List (NRDL) are subject to
<]y ° Pharmaceutical companies reimburse when drug price reductions
costs exceed agreed thresholds

-

* Drug price reductions under IRA Act

=——— * New U.S. Administration (reciprocal
tariffs, Most-Favored-Nation pricing)

e Rebate rates increased

. * The free drug price period for new drugs
shortened from 12 months to 6 months

Low predictability of the drug pricing policy

Offset social security expenses by cutting drug prices

* Reimbursement rates difined by disease severity .

‘ ' * Drug costs exceeding budget ceiling are subject Drug price listing within 60 days after approval

to reimbursement by pharmaceutical companies

Access to medicine secured by Universal Health Coverage
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