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Analysis of Changes in Consumer Psychology during Deflation

KOJIMA Yasuyo
Nihon University, Graduate School of Social and Cultural Studies

Often referred to as the “lost decade,” the Japanese economy since 1992 experienced an average annual
growth rate of around 1%. At the beginning, the society welcomed deflation that came along with a
general price decline such as McDonald’s successful promotion. However, as the economy fell into a
deflationary spiral, consumers began to hold off on purchases. With more than 20% of households not
possessing any form of savings in 2003, people have started to feel anxious about the future.
Consumers’ conservative buying behavior has been further accelerated by their expectations of a further
price decline. Going against the trend of the times are women and the elderly, considered as the
important force underpinning consumption since they are active in making investments to achieve
self-actualization. Not to mention, Japan must first get out of deflation in order to achieve real
recovery in consumer spending. In this economical environment where consumption is weak, it
becomes essential to look into consumers’ psychological changes and realize that consumers now
demand both value and variety in products and services.
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