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Total Factor Productivity, Labor Productivity

for Medical Device Industry in Japan
(Executive Summary)

Takayuki Ishikawa
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Hitotsubashi University

This paper measures that Producer Price Index (PPI), Total Factor Productivity (TFP) and
Labor Productivity (LP) for Medical Device Industry in Japan.

Medical device industry is a key industry for health care reform in Japan. However, little is
known about its economic character. Compared with other health care industries such as
pharmaceutical industry, of which TFP and intangible assets are already available in JIP
database (RIETI), the Medical Device Industry is much behind in those fields. Our aim of this
paper is to fill this gap. This paper is the first attempt to analyze the economic performance of the
medical device industry in Japan.

This paper has three major contributions. First, Medical Device Producer Price Index (MD-PPI)
is constructed by using price data in Statistics of Production by Pharmaceutical Industry. Second,
TFP growth rate and LP growth rate are calculated by using the industrial level data and MD-PPI.
Finally, a US-Japan comparison of real output, TFP and LP growth shows that Medical device
industry in Japan grew faster than that in the United States in all indicators for the period from
2011 to 2015.These findings suggest a pivotal role of Medical Device Industry in future economic
growth in Japan. However, Japanese Medical Device Industry has not increased R&D investment
enough for sustainable growth. Further investment in human capital and intangible assets is
necessary for the development of the medical device industry.

Key Words: Medical Device, Total Factor Productivity, Producer Price Index, Labor Productivity.
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