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Introduction to Japan

Japan is a highly developed country and the world’s third largest 
economy. Approximately 38 million people live in the Greater 
Tokyo Area, the largest metropolitan area in the world [5]. 91.7% of 
the total population is considered urban according to the World 
Bank, one of the starkest rural-urban divides worldwide [6]. 

This population has one of the longest life expectancies in the world, which combined with the 
declining birth rate, is producing an increasingly aged society. In 2019, 27.8% of the population 
were 65 years or older, projected by the National Institute of Population and Social Security 
Research of Japan to increase to 39% by 2040 [7]. This signifies a challenging future for the 
Japanese healthcare system and wider economy, and an urgent need for innovation to help 
the country adapt.

While strong domestic players make Japan a competitive market for overseas suppliers to 
enter, the population size, healthcare expenditure and appetite for innovation make it an 
attractive market for UK exporters.
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GDP (PPP): 
$5.236 trillion  
(4th highest worldwide, 2020 estimate) [1] 

Population: 
126.2 million  
(2019) [2]

Health spending as % of GDP: 

10.9%  

6th highest amongst OECD members (2018) [3]
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Life expectancy (Combined): 

84.2
 [3]

Ease of Doing Business

For 2020, Japan is ranked ‘Very Easy’  

and 29th overall in the world [4]

Top three key  
Advantages of Market
• Stable business environment 

• Large consumer market 

• Growth of technology opportunities
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UK-Japan Comprehensive Economic 
Partnership Agreement (CEPA)

On the 23rd October 2020, the UK and Japan signed the UK-
Japan Comprehensive Economic Partnership Agreement (CEPA), 
which is the UK’s first major FTA as an independent trading 
nation. The UK-Japan trade deal not only locks in the benefits of 
the existing EU-Japan trade deal, but it goes further in some key 
areas like digital and data. Points of interest for the life sciences 
industry are:

• CEPA provides continuity of effect for the EPA Mutual Recognition Agreement (MRA) for 
Conformity Assessment, through a new UK Japan MRA Protocol.

• CEPA protects established supply chains by ensuring that UK businesses are able to 
continue using EU inputs in their exports.

• CEPA maintains the high level of protections on Intellectual Property for the 
pharmaceutical industry as outlined under the EU-Japan EPA.

• The UK has negotiated customs provisions that minimise costs and 
administrative burdens.
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Japanese Healthcare System

Japan has a strong provision of healthcare. In 2018, Japan had 
1,223 beds per 100,000 people, the highest in the world [8]. There 
were 8,372 hospitals, 102,105 medical clinics, and 246.7 physicians 
per 100,000 people [8]. This points towards a highly developed 
healthcare system, with significant resources available for patient 
care. The structure of the Japanese health system, and the key 
governance bodies involved, can be found below [9].

All citizens are covered by a social health insurance programme. Japan’s statutory health 
insurance system (SHIS) consists of three types of insurance cover: Employees Health 
Insurance for salaried employees, Citizens Health Insurance plans (residence-based plans for 
those who are self-employed, unemployed, or a retiree), and Health Insurance for the Elderly 
(for those over 75 years old) [9]. According to the Commonwealth Fund, 58.6% of citizens are 
covered by Employees Health Insurance, 27.0% by Citizens Health Insurance, and 12.7% by 
Health Insurance for the Elderly [9]. Employees contribute via their salaries monthly, however 
patients also pay 30% of total medical costs (doctors’ fee and medications) at the point of 
delivery (10% for those over 75). Alongside public healthcare, more than 70% of the population 
hold secondary, private healthcare insurance, which plays a supplementary role for services 
not provided by SHIS plans and can be provided by non-profit and for-profit organisations [9].

National health insurance encompasses diverse services, including hospital visits, dental care, 
prescriptions, and mental health [9]. Patients’ access to facilities are not restricted, and it is 
therefore common for those even suffering mild illness to visit the larger, better-equipped 
hospitals, with a greater concentration of patients seen in large hospitals. This is a marked 
contrast to the UK, where the primary care sector plays a greater gatekeeper role. 

For longer term care above the age of 65, or for those between ages 40-64 with specific 
disabilities, the Long-Term Care Insurance (LTCI) scheme provides various benefits, including 
home care and modification, assistive equipment and other services [9][10]. LTCI is administered 
by local municipalities, and most LTCI nursing homes are non-profit, whereas most LTCI home 
care providers are private companies [9][10].
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Organization of the Health System in Japan

Legal Frameworks
Medical Care Act, Health Insurance Act, National Health Insurance Act, and other relevant acts

The Cabinet

Minister of Finance

Minister of Health 
Welfare and Labour

Social Security Council General health care policies

Public health policies

Payment rules (fee schedule)

Health Science Council

Central Social Insurance Medical Council

Japan Council 
for Quality 

Health Care

Japan Fair Trade 
Commission

National Insurance 
Bodies

Hospitals

Clinics

Institutional long-term 
care providers

Home care providers

Pharmaceutical  
and Medical 

Devices Agency
Payer 

representatives
Experts

Provider 
representatives

Establishment of regulations

Funds for developing health care delivery

Planning and developing health care delivery 
Management of statutory health insurance

Implementation  
of Regulations

Operation of statutory 
health insurance

Implementation of fair 
competition policy on providers

Checking invoices 
from providers

National  
Government

Prefectures 
Health Care Council

Municipalities

Note: This chart illustrates a very simplified structure of the complex health care governance in Japan. 
Source: R. Matsuda, College of Social Sciences, Ritsumeikan University, 2019.
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Future outlook

Japan’s future healthcare focus is its ageing population. 
In 2019, the life expectancies for males and females were 
81.41 and 87.45 respectively, and 39% of the Japanese 
population is projected to be classed as elderly by 2040 [11]. 
Digital technology is the future of Japanese healthcare, with 
the potential to increase accessibility of healthcare services 
and ease the burden on long-term healthcare facilities 
[12]. Japan’s relative lack of physicians compared to other 
nations is also contributing towards its use of technology, 
AI and robotics.

The COVID-19 pandemic has highlighted Japan’s shortcomings in the digital field.  
Like many nations, Japan is being forced to adapt to different, more digital based 
ways of working across all sectors. This is challenging, but there is great potential for 
the pandemic to be a catalyst for long term change in Japan in its use of technology.

Japan’s future vision is summarised in their ‘Healthcare 2035’ plan, which aims to 
shift the system towards sustainability and delivery of quality, value-based services [13].
To support its goals, the Japanese government has increased the allocation of funds 
for social security. Funds have been set aside for increased resource in preventive 
healthcare and health promotion and improvement of medical IT systems, specifically 
the integration of citizen’s ‘My Number card’ (a type of ID card introduced in 2015) in 
place of medical insurance cards [14]. Other areas of potential growth include genomics, 
AI and personalised medicine [15]. Some of these areas have been championed at the 
national level, with a ‘Future Innovations Working Group’ jointly launched in 2019 by 
the Ministry of Health, Labour and Welfare (MHLW) and the Ministry of Economy, 
Trade and Industry (METI) [16].
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Pharmaceutical industry

Japan is the second largest pharmaceutical market in the world and home to a strong domestic 
pharmaceutical manufacturing sector. Some of the largest Japanese pharmaceutical companies include 
Takeda, Astellas, Daiichi Sankyo and Otsuka, which all have a global presence and a strong appetite for 
international collaboration. Much like the UK, the Japanese life sciences industry is supported by its world-
leading science base. The industry is advanced, producing some of the leading innovations in areas like cell 
and gene therapy, age related disease and oncology. The two key organisations representing the industry in 
Japan are the Japanese Pharmaceutical Manufacturers Association (JPMA), which currently includes over 
70 R&D based pharmaceutical companies, and the Japanese BioIndustry Association (JBA), which has a 
broad membership across the biotechnology industry, including government and academia. 

Historically, Japanese industry is known to have been largely inward facing, with companies choosing to 
invest R&D budgets within the organisation. However, Japanese business culture is changing. With an 
increasingly challenging biopharma R&D environment, Japanese companies are eager to collaborate with 
international partners and ‘open innovation’ is a key principle in the industry. This includes collaborations 
with non-pharma partners, including the MedTech and digital sectors. 

The large number of research-based pharmaceutical and biotech companies in the market, and their 
increasing annual R&D spend (£9.97 billion in 2018) creates opportunities for UK companies in the pharma 
and biotech sectors [17]. Domestic and international competition to serve these organisations is strong, 
and UK exporters should be both clear on their unique selling point and prepared to invest in building 
relationships in market. 

Key areas of opportunity for UK organisations in the biopharma market include:

• Contract research and development

• Drug discovery, including AI and other new technologies

• Big Data

• New drug seeds

• Advanced therapies and regenerative medicine

• R&D collaborations
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Medical Devices

Japan’s medical device market remains one of the world’s 
largest, with a strong domestic sector, particularly in diagnostic 
devices. Japan has the highest MRI and CT scanners per capita 
by a significant margin, at 112 per million population in 2017 
[18]. However, the country is still a major importer of devices, 
particularly therapeutic devices, with imports accounting for 
approximately 49% of the total MedTech market [19]. 

The key device manufacturers in Japan include large multisector conglomerates such as Olympus, 
Fujifilm and Hitachi. As with the big pharma players, they are increasingly interested in partnerships 
with innovative companies and sometimes investment opportunities, to bring innovation into Japan. 
Local medical device importers and distributors also seek innovative new products, however the 
market is fragmented.

The greatest opportunity for overseas suppliers is with novel and innovative devices. The market 
for basic medical devices and consumables is largely saturated with both domestic offers and lower-
priced Asian markets. 

Key areas of opportunity in the Japanese MedTech market include:

• Advanced diagnostic imaging 

• Early diagnostics

• Devices for healthcare at home

• Infection control

• Therapeutic devices

• In vitro diagnostics
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Digital Health

Despite Japan’s world leading technology capabilities, they are a staunchly 
paper-based society, including in healthcare. Japan could be considered 
behind the curve in adoption of digital health compared to other developed 
markets. However, the nation is putting focus on the digitisation of their 
economy, and with an ageing society with increasing healthcare needs, there 
is pressure to accelerate improvement in areas such as electronic patient 
records, technology-assisted diagnostics and telemedicine.  
The shortage of labour in the health and care sector in Japan drives the 
need for more automated solutions to help people live more independently, 
access care remotely and reduce medical professionals’ strain. The adoption 
of online consultation services such as YaDoc, and integration of advanced 
AI technology from foreign businesses, are examples of how Japan seeks to 
modernise its healthcare infrastructure [20]. 

Despite a slow start in the adoption of digital innovation, initiatives such as 
Prime Minister Yoshihide Suga’s new ‘digital agency’ demonstrate that the 
commitment to digitisation is growing [21]. Lack of clarity in the regulation of 
digital health in Japan is also a barrier, however positive progress is being 
made, with the Japanese regulator (PDMA) looking specifically at their 
approach to digital and AI and engaging in international discussion.

The demand for digital innovation and AI solutions also comes from the 
private sector, with many of the Japanese pharmaceutical and tech companies 
seeking partnerships with innovative digital start-ups.

Key areas of opportunity for UK exporters in digital health include:

• Early diagnosis tools (including software for diagnostic imaging analysis)

• Preventative healthcare

• Digital therapeutics

• Mental health

• Big data
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Regulation

The regulatory body for all healthcare related products is the Japanese 
Pharmaceutical and Medical Devices Agency (PMDA). Processes for gaining 
regulatory approval for products in the market are like that of other international 
regulators and vary depending on the risk category of the product. Perception 
was regulatory approval was arduous in Japan, however progress has been 
made in making processes more transparent and efficient, aligning with its 
European and North American equivalents. 

UK suppliers should be aware of specific routes to follow for foreign 
manufacturers, and Marketing Authorisation Holders must be based in Japan, 
with many companies choosing to appoint a distributor or set up their own 
presence in market. 
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Tips for UK Exporters

The Japanese market has challenges for overseas suppliers but 
performing thorough research and taking time to understand this 
unique market can help. Some specifics to consider are:

• Get to know Japanese business etiquette. Japanese culture is unique, and although many 
business people are very accustomed to British business practices, it is good to show respect 
to local customs.

• Be prepared for things to take time. The nurturing of relationships is very important in 
Japanese business culture, so suppliers should ensure they are prepared to invest in multiple 
visits for face-to-face interaction and understand that relationships may take a little longer to 
build in Japan than they may do in other markets.

• Do your research and know your USP. The domestic sector is very strong and there is often 
a general preference to buy Japanese where possible. Companies should do their research 
to understand where they would fit into the market, who their competitors are and whether 
they truly have a unique selling point in Japan.

• Finding the right partner is key if your company does not have a direct presence in Japan. 
Take time to find the right partner and ensure they can act on your behalf. Alternatively, 
companies may choose to establish their own entity in Japan. The Japan External Trade 
Organisation (JETRO) can offer support with this.

• English is used in business, however, consider using professional interpreters and translators 
to ensure clear understanding.
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How DIT can help

DIT helps UK businesses export and grow in global markets.  
We also help overseas companies locate and grow in the UK and 
internationally. Our services are provided in over 100 markets 
throughout the world.

DIT in Japan (Tokyo and Osaka) can support your export 
activity in several ways:

• Market intelligence and introductions

• Relationship building

• Trade missions

• Participation in external events 

• Addressing export barriers
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Stakeholders and useful contacts

The Ministry of Health, Labour and Welfare (MHLW) is the main Japanese government agency for all 
healthcare related matters: https://www.mhlw.go.jp/english

The Pharmaceuticals and Medical Devices Agency (PMDA) is responsible for ensuring that safety and 
quality standards for pharmaceuticals and medical devices are upheld:  
https://www.pmda.go.jp/english/index.html

DIT is a founding partner of Export to Japan, a not-for-profit organisation that provides market insight, 
practical information, and industry-specific resources regarding all stages of the business process, for 
those looking to do business in Japan: https://exporttojapan.co.uk

The Japan Pharmaceutical Manufacturers Association (JPMA) represents 72 research-orientated 
pharmaceutical companies, and works to facilitate cooperation and innovation in the pharmaceutical 
industry: http://www.jpma.or.jp/english

The Health and Global Policy Institute (Japan Health Policy Now) is a centralised platform for 
information and commentary on Japanese health policy: http://japanhpn.org/en/_japan_healthpolicy

DIT is a founding partner of Export to Japan, a not-for-profit organisation that provides market insight, 
practical information, and industry-specific resources regarding all stages of the business process, for 
those looking to do business in Japan: https://exporttojapan.co.uk

DIT has produced a brief market guide about Japan that contains key information and further practical 
advice on exporting to Japan: https://www.great.gov.uk/markets/japan

For further details contact: lifescience@trade.gov.uk
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Resources

1.  World Economic Outlook Database, International Monetary Fund (2020).

2. Population, total – Japan, The World Bank

3. Health at a Glance 2019: Japan, OECD Indicators.

4. Ease of Doing Business rankings, The World Bank (2020).

5. The Worlds Cities in 2016, United Nations.
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7.  The National Institute of Population and Social Security Research: Population and Social Security in Japan (2019)

8. Ministry of Health, Labour and Welfare: Handbook of Health and Welfare Statistics 2019.

9. The Commonwealth Fund: International Health Care Systems Profiles – Japan (2020).

10. Long-Term Care Insurance, Japan Health Policy NOW (2015).

11. Abridged Life Tables for Japan 2019, Ministry of Health, Labour and Welfare.

12. Healthcare challenges for elderly people in Japan during COVID-19 pandemic, Deloitte (2020).

13. The Japan Vision: Healthcare 2035, Ministry of Health, Labour and Welfare.

14. Highlights of the FY2020 Draft Budget, Ministry of Health, Labour and Welfare.

15. Transformation to 21st Century health care: four key trends, KPMG FAS Newsletter (2019).

16. Future Innovations Working Group to be Launched, Ministry of Economy, Trade and Industry (2019).

17. Total research and development (R&D) expenditures in the Japanese pharmaceutical manufacturing industry from fiscal year 2015 to 2018, Statista.

18. Health at a Glance 2019: OECD Indicators, Medical Technologies (2019).

19. The Changing Landscape of the Medical Device Industry in APAC region, KPMG (2020).

20. How Japan’s Aging Society paves the way for the era of Digital Health Care, Forbes (2019).

21. Japan’s Suga aims to get flagship digital agency running by autumn 2021: Nikkei, Reuters (2020).

Please note that the opportunity areas outlined for UK businesses in this document have been identified based on professional market reports, external 
stakeholder feedback and insight from DIT’s Japan-facing teams and DIT sub-sector specialists in Life Sciences and Healthcare.
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great.gov.uk

Department for International Trade

The UK’s Department for International Trade (DIT) has overall 
responsibility for promoting UK trade across the world and 
attracting foreign investment to our economy. We are a 
specialised government body with responsibility for negotiating 
international  trade policy, supporting business, as well as 
delivering  an outward-looking trade diplomacy strategy.
Disclaimer

Whereas every effort has been made to ensure that the 
information in this document is accurate, the Department for 
International Trade does not accept liability for any errors, 
omissions or misleading statements, and no warranty is given or 
responsibility accepted as to the standing of any individual, firm,  
company or other organisation mentioned.

© Crown Copyright 2020

This publication is licensed under the terms of the Open 
Government Licence v3.0 except where otherwise stated. 
To view this licence, visit nationalarchives.gov.uk/doc/open-
government-licence/version/3
Where we have identified any third party copyright information 
you will need to obtain permission from the copyright holders 
concerned.
Any enquiries regarding this material should be sent to us at 
enquiries@trade.gov.uk

If you have any queries regarding the statement then please 
contact us at: official.publishing@nationalarchives.gsi.gov.uk

 
This document is also available on our website at gov.uk/dit

Published January 2021

by Department for International Trade
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