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                Japan: Economic Overview
Economic Boom and Bust: 
After its miraculous recovery from World War II and unprecedented growth in the 1980s, the Japanese economy faltered as the “bubble economy” burst in the 1990s - heralding the onset of Japan’s notorious “lost decade”. Despite a subsequent period of some economic gains, the onset of the 2008 Global Financial Crisis made Japan plunge, yet again, into recession.  According to analysts however, December 2009 has seen the[image: image1.jpg]The EURASIA CENTER
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 first signs that the Japanese economy will begin to recover throughout 2010. As Japan’s National Strategy Minister Naoto Kan explained, “Economies in Asia and the world have rebounded and our fiscal spending ...is expected to boost demand... I think we can avoid a double-dip recession.”

Economic Indicators:
· Japan currently boasts a GDP of $4.34 trillion, which ranks 3rd in the world.
 

· As of 2008, Japan posted a 0.7% decline in GDP.

· In October 2009, Japan recorded $464.5 billion in exports and $444.8 billion in imports with exports falling by 30.7% and imports falling 31% since 2008
.




                                                                      


    Economic Structure:

· Japan’s economy consists of two tiers; the large multinational corporations such as Sony, Honda, and Toyota, and small, family owned enterprises. 

· GDP by sector- agriculture: 1.5% industry: 26.3% services: 72.3%

· Japan’s top export commodities are transport equipment, electrical equipment, and general machinery. Its top imports are machinery & equipment, mineral fuels, and foodstuffs.

· Japan’s main trading partner is the United States, which is the recipient of 17.6% of Japanese exports and accounts for 10.2% of Japanese imports. China is the top exporter to Japan, accounting for 18.9% of Japanese imports.
 

· In 2008, Japan received $24 billion in FDI. It invested far more than it received, netting $130 billion in outward FDI.
 

· In 2009, the World Bank ranked Japan 15th in their “Ease of Doing Business” ranking. However, it was ranked 91st in ease of starting a business, 15th in obtaining credit, and 16th in protecting investors.
 

Political Considerations:

· A parliamentary government is currently in place, composed of a bi-cameral legislature made up of the House of Councillors and the Senate House of Representatives. 
· The Prime Minister serves as the head of government and is designated by the Diet, the legislative body.
· The Japanese government has a strong grip on the economy, and in 2006 the Bank of Japan ended an unprecedented era of zero interest rates by increasing borrowing costs for the first time in almost six years.

· The Japanese government also has strong ties to businesses, and spent trillions of yen to stimulate the economy, leading to a government debt which is now 200% of its GDP.

· As of August 2009, the standard national corporate tax rate is 30%. Including local taxes, the effective standard corporate tax rate is approximately 41%
. 

· The top effective personal income tax rate, including local taxes, is 50%. The consumption tax rate is 5%.

Attractions:

· Educated, Highly-skilled Population: As of the most recent population census (2005), 97.5% of Japanese adults had completed secondary education, with 35.2% of them having graduated from Universities or junior colleges.
 

· In the 2009-2010 Global Competitiveness Report published by the World Economic Forum, Japan was ranked 8th overall in competitiveness, enjoying an edge in business sophistication and innovation. It is ranked second in the world for its availability of scientists and engineers.

· Advanced Technology: Japan’s technology is supported by strong investment into Research and Development. Today it is ranked second in the world for its investments into R&D
 
· A Hub in East Asia:
As East Asian countries continue to grow, Japan is an important strategic location for businesses interested in East Asia. It provides social stability and a developing infrastructure and technology which are still not available in many East Asian countries. Japan has the ability to act as a hub for R&D and the production of high value-added goods, as well as marketing. 

Current Challenges:

· North Korea: North Korea has emerged as a nuclear power and has threatened Japan on numerous occasions by firing test missiles over Japan itself and the sea of Japan. Most recently, in April 2009, North Korea used a Taepodong-2 missile in a failed satellite launching, however this was widely viewed by the international community as a cover for a long range missile test. The North Korean security threat to Japan has emphasized the importance of the US-Japanese Alliance with the US and Japan calling for tougher sanctions and increased military preparedness for a North Korean attack
.

· Global Recession and Debt:Though Japan was not heavily exposed to the sub-prime mortgage crisis, the ensuing global financial crisis in 2008 meant a downturn in business investment and demand for Japanese goods globally. In response to this new economic challenge, the Japanese government has issued several stimulus packages, consequently creating a massive national debt which will be problematic in the long term
. 

· Aging Population:Japan’s population is aging faster than that of any other nation in the world. This will threaten Japan’s economy as it is expected that to some extent its labor supply will diminish, public spending to support the elderly will increase, its ability to save will shrink and industry will be forced to move abroad
.
· Lack of Natural Resources:  Since Japan doesn’t have many natural resources, it must rely on imports to fuel its industries; in 2008 mineral fuels made up 35% of Japan’s total imports. As oil prices remain high, its dependence on energy imports may become a source of major concern.
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Company Spending on R&D: To What extent do companies in your country spend on Research and Development (1 - do not spend on R&D; 7 - spend heavily on R&D) 2006-2009 Average











RANK COUNTRY/ECONOMY SCORE 1 MEAN: 3.3 7


1 Switzerland ........................6.0


2 Japan..................................5.9


3 Sweden..............................5.9


4 Germany ............................5.8


5 United States .....................5.6


6 Denmark ............................5.5


7 Finland................................5.3


8 Singapore ...........................5.1


9 Taiwan, China.....................5.0


10 Korea, Rep. ........................4.9











� Reuters. “Japan Can Avoid Double-Dip Recession: Minister” New York Times <� HYPERLINK "http://www.nytimes.com/reuters/2009/12/26/business/business-us-japan-economy-recession.html?_r=1&scp=1&sq=Japan%20recession&st=cse" ��http://www.nytimes.com/reuters/2009/12/26/business/business-us-japan-economy-recession.html?_r=1&scp=1&sq=Japan%20recession&st=cse�>


� “Japan.” 2009 CIA World Factbook. <� HYPERLINK "https://www.cia.gov/cia/publications/factbook/geos/ja.html" ��https://www.cia.gov/cia/publications/factbook/geos/ja.html�>


� “Japan’s International Trade in Goods (Monthly): October 2009”  Japan External Trade Organization <� HYPERLINK "http://www.jetro.go.jp/jpn/stats/data/pdf/trade2005.pdf" ��http://www.jetro.go.jp/en/reports/statistics/�>


�“Japan.” 2006 CIA World Factbook.


�  “Japan’s international Trade in Goods Yearly (2008)”  Japan External Trade Organization <� HYPERLINK "http://www.jetro.go.jp/jpn/stats/data/pdf/trade2005.pdf" ��http://www.jetro.go.jp/en/reports/statistics/�>


� “Japan Fact Sheet.” The Australian Department of Foreign Affairs and Trade � HYPERLINK "http://www.dfat.gov.au/geo/fs/jap.pdf" ��<http://www.dfat.gov.au/geo/fs/jap.pdf�>


� “FDI Flow Based on Balance of Payments, net.” Japanese External Trade Organization. <� HYPERLINK "http://www.jetro.go.jp/jpn/stats/data/pdf/trade2005.pdf" ��http://www.jetro.go.jp/en/reports/statistics/�>.


� “Doing Business in 2009.” The World Bank Group.


 < � HYPERLINK "http://www.doingbusiness.org/Documents/2006-country-tables.pdf" ��http://www.doingbusiness.org/economyrankings/�>


�“IMF urges Japan to use recovery for faster reforms.” AFP Business News. <� HYPERLINK "http://au.biz.yahoo.com/060728/33/tjbg.html" ��http://au.biz.yahoo.com/060728/33/tjbg.html�>


� “Japan Country Report July 2009.” The Economist Intelligence Unit. < � HYPERLINK "http://web.ebscohost.com.proxygw.wrlc.org/ehost/pdf?vid=8&hid=9&sid=cdf6b460-e159-4a7d-9144-ec3936a2091e%40sessionmgr14" ��http://web.ebscohost.com.proxygw.wrlc.org/ehost/pdf?vid=8&hid=9&sid=cdf6b460-e159-4a7d-9144-ec3936a2091e%40sessionmgr14�>


� Roose, Eric, Shikuma, Michael, “Japan”, International Tax Review: World Tax 2010. p12.


� “Factsheet.” The Economist.com - Country Briefings: Japan


<� HYPERLINK "http://www.economist.com/countries/Japan/profile.cfm?folder=Profile-FactSheet" ��http://www.economist.com/countries/Japan/profile.cfm?folder=Profile-FactSheet�>


� “Japan in Figures - 2006” Japanese Statistics Bureau & Statistical Research and Training Institute. <� HYPERLINK "http://www.stat.go.jp/english/data/figures/index.htm#" ��http://www.stat.go.jp/english/data/figures/index.htm#�b>


� “The Global Competitiveness Report 2009-2010.”World Economic Forum. <� HYPERLINK "http://www.jetro.go.jp/en/invest/whyjapan/advantage/10a_5.html" ��http://www.weforum.org/en/initiatives/gcp/Global%20Competitiveness%20Report/index.html�>


� Ibid


� “Japan Country Report July 2009.” The Economist Intelligence Unit. < � HYPERLINK "http://web.ebscohost.com.proxygw.wrlc.org/ehost/pdf?vid=8&hid=9&sid=cdf6b460-e159-4a7d-9144-ec3936a2091e%40sessionmgr14" ��http://web.ebscohost.com.proxygw.wrlc.org/ehost/pdf?vid=8&hid=9&sid=cdf6b460-e159-4a7d-9144-ec3936a2091e%40sessionmgr14�>


� “Japan.” 2009 CIA World Factbook. <� HYPERLINK "https://www.cia.gov/cia/publications/factbook/geos/ja.html" ��https://www.cia.gov/cia/publications/factbook/geos/ja.html�>


� “Ezrati, Milton., “Japan’s Aging Economics.” Foreign Affairs <� HYPERLINK "http://www.foreignaffairs.com/articles/53050/milton-ezrati/japans-aging-economics" ��http://www.foreignaffairs.com/articles/53050/milton-ezrati/japans-aging-economics�>


� “International Trade in Goods (Yearly)”  Japan External Trade Organization <� HYPERLINK "http://www.jetro.go.jp/en/reports/statistics/" ��http://www.jetro.go.jp/en/reports/statistics/�>






