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Revisiting Growth Constraints in the Japanese Economy:
The Imbalance between Intangible Asset Investment and Human Capital Formation

By Miho TAKIZAWA

Abstract

Japan faces a growing imbalance between investments in intangible assets, such as research and
development and information and communication technology, and stagnating corporate spending on
education and training. Cost-based estimates of human capital stock indicate a plateau or decline in
recent years, raising concerns over deteriorating skill accumulation. This trend reflects a combination
of structural factors, including changes in corporate behavior, demographic shifts, and weak institu-
tional support. Given the complementary nature of human and other capital, strategic investment in
people is essential to improve productivity. Policy priorities should include sustained support for
education, redesigned fiscal incentives for firms, enhanced labor market fluidity, and stronger links
between education and industrial needs. Moreover, simulations using dynamic stochastic general
equilibrium models developed by the Cabinet Office suggest that educational investment can increase
the supply of skilled labor, facilitating innovation and long-term economic growth. While this paper
does not develop a model itself, it emphasizes the policy relevance of macroeconomic frameworks

that incorporate human capital formation as an endogenous driver of growth.
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