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Understanding Long-term Economic Stagnation in Japan

Hoshi, Takeo

36,940,000

1990 20

It has been confirmed that the prolonged stagnation of the Japanese economy
for over 20 years after the bubble burst in the early 1990s was not so much due to aggregate demand
shortage, but rather to structural problems on the supply side, reflected in the productivity growth

slow down. Even the prolonged deflation, which is often considered to be the obvious evidence of
the demand shortage, is found to be caused by structural factors in the labor market. Behind Japan®s
slow productivity growth, we confirm the importance of well-recognized factors such as the lack of
creative destruction through the entry and exit of firms. In addition to the well-recognized
factors, we also find that various regulations, the slowdown of human capital investment (especially
on—the;job trainings), the insufficient university-industry collaboration on innovation, and the
aging of corporate managers all contributed to the prolonged stagnation of the Japanese economy.
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