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Exr, A, BAZFMKE =45

Japan’s Long-Term Economic Downturn in the Past 30 Years:
Stylized Facts, Policy Response and Implications

YAN Kun, ZHOU Xu-hai

(Institute of Japanese Studies, Chinese Academy of Social Sciences, Beijing 100007, China)

Summary: After the collapse of the bubble economy in the early 1990s, Japan’s economy turned from a medium-high
growth stage to a low-growth stage. Academia has reached a consensus that its economy has fallen into a long-term
downturn. However, it does not mean that the characteristics of economic development remain unchanged. On the contrary,
many aspects of economic growth and the fluctuation of economic cycles may still be in dynamic changes. Grasping the
changed and the unchanged is particularly crucial for comprehensively determining the trend of Japan’s macro-economy.

Based on the main macroeconomic indicators, this paper first initially outlines the characteristics of Japan’s economic
downturn in the past 30 years. Then, this paper describes its deep-seated characteristics from two perspectives of economic
growth and the fluctuation of economic cycles, and pays attention to vertical and horizontal comparison. Additionally, this
paper systematically analyzes the general ideas and specific adjustments of Japan’ s industrial policy, fiscal policy, and
monetary policy, to form a more comprehensive and objective understanding of its macroeconomic policies and provide
reference for China to solidly promote high-quality economic development at the present stage.

This paper argues that Japan’ s economic downturn in the past 30 years is manifested by long-term low economic
growth, persistent deflation, and weak consumption, long-term insufficient private sector investment, and low interest rates
becoming the norm. In terms of various factors, the contribution of capital and labor input to Japan’s economic growth has
shown a downward trend, and the total factor productivity (TFP) has gradually leaped to the primary motive force.
Meanwhile, Japan’s potential economic growth rate has maintained at 0.5%—1%, with the growth gap being negative in most
years and significantly widening in absolute terms. Through international comparison, this paper finds that it is normal for
Japan’ s economy to slow down, but Japan’s economy is relatively fragile in the face of the “black swan” and “grey rhino”
events. The fluctuation of Japan’s economic cycle has shown new trends. First, the average time of economic cycles has
become longer, especially during the expansion period. Second, the fluctuation of economic cycles has become smaller, and
economic growth is weaker during the expansion period. In addition, the cooperativity between the Japanese and US
business cycles has remained high. To cope with the long-term economic downturn, Japan has adjusted its industrial policy
twice, respectively aiming at improving the efficiency of resource allocation and solving medium to long-term economic and
social development problems, and continuously adjusted its fiscal and monetary policies through the alternation of the fiscal
reconstruction route and the reinflation route. The gains and losses of Japan’ s macroeconomic policy can provide
enlightenment for China, that is, China should constantly optimize the relationship between the government and the market,
and pay full attention to improving the macroeconomic governance system.

Key words: Japan’s economy; long-term economic downturn; economic growth; the fluctuation of economic cycles;

macroeconomic policy
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