No. 2, 1-10 (2001)

Prescription for the Rehabilitation
of the Japanese Economy
IGARASHI Masao

This paper is a summary of “Prescription for the Rehabilitation of the Japanese Economy,”
the first open lecture of the current academic year delivered at the Graduate School of Social and
Cultural Studies, Nihon University, on May 19, 2001, with some editing to express the speaker’s views
more clearly. The prolonged stagnant economic growth and resulting increases in corporate bankruptcies,
financial crises and job uncertainties in the 1990s can be attributed to the facts that the authorities made
light of the fact that they “stemmed from Japan’s failure to adapt to the new economic environment
characterized by globalization, informatization, and financial liberalization, which eroded the nation’s
competitiveness in the international markets’ and attempted in vain to stimulate effective demand
through monetary policy (quantitative easing) and fiscal measures (increased public works spending)
while keeping intact the conventional industrial structure and financial order. The government should
realize that by easing monetary policy in order to realize economic recovery, it has allowed the business
community, which had already been saddled with excessive supply capacity, to make inefficient
investment, which in turn has resulted in lower productivity and the erosion of Japan's international
competitiveness. In order to win in the global mega competition, it is essential to improve productivity.
It requires structural reformsin all areas including politics, society, economy, finance and industry. We
are eagerly waiting for the early announcement and implementation by the Cabinet of Prime Minister
Junichi Koizumi of his“concrete programs for reforms in which no areais sacred.”
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