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The challenges in efforts to improve drug innovation capabilities can be roughly divided
into three categories: 1) issues related to Japan's drug innovation capabilities, mainly from
a technological perspective; 2) issues related to Japan's unique market environment,
including systems and regulations; and 3) issues related to the relative position of Japan
from an international perspective. Of course, these issues are deeply interrelated.

In this issue, I would like to point out two issues in each of 2) and 3) from the viewpoint

of my own specialty.

® The incentive of fair evaluation and return on outstanding innovations is essential
for improving drug discovery capabilities. The cost accounting method is not
suitable as an evaluation method for breakthrough innovations, and under the
current circumstances where many companies are involved in the drug discovery
process, it is also difficult to accurately ascertain costs. The current system, in
which NHI drug prices are affected by the disclosure of costs, is likely to hinder
the legitimate evaluation of innovations from the perspective of innovation
evaluation. The scope of application of NHI drug price calculation based on this
method should be narrowed as much as possible, and a method to evaluate the
value of a wider variety of drugs should be developed and applied.

® [tis desirable to create epoch-making new drugs through the improvement of drug
innovation capabilities and to deliver them to a wide range of patients. However,
even in cases where a new drug is expected to cure patients almost completely, a
rapid increase in the number of users in a short period of time can be a serious
financial concern for insurers, who are obliged to budget for a single fiscal year. If
the drug is cost-effective and can be expected to generate sufficient social return
in a few years in terms of medical economics, a framework for financial support to
insurers on a drug basis may be considered in order to achieve both a just
evaluation of the new drug, its diffusion, and mitigation of its impact on insurers'

finances.



The current drug innovation process is not completed in a single country, but is
based on a global supply chain or a global ecosystem. It would be best if Japan
could build and raise the level of the overall drug innovation ecosystem, but this is
not realistic or efficient at this time. For the time being, it may be necessary to
identify areas where Japan has an advantage over other countries in the drug
innovation process or in the global drug innovation ecosystem, and to establish a
strategy of concentrated investment by the public and private sectors in these areas
to build a solid bridgehead. Even if Japan lags behind in the creation of seeds, it
may be possible to differentiate itself from other countries and have a comparative
advantage in certain areas of advanced product development and manufacturing.

In order for Japan to establish a presence in the international drug innovation
ecosystem, there must be economic advantages to launching a product in the
Japanese market within the global market. On the other hand, Japan's share of the
global pharmaceutical market has been declining in recent years, and its relative
position is being called into question. In order to maintain a certain presence in a
country with a declining population and to remain in the international ecosystem,
it is important for Japan to take its own initiative in expanding the integration of
the pharmaceutical market as much as possible with its friendly neighbors in Asia,

where future growth is expected.



