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Japanese Economy in the First Half of 21st Century
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Abstract :

In the first half of 21% century, Japanese economy could become a less force in the world
economy. We map out GDP and GNI shrink with decreasing national wealth and labor force,
utilizing Cobb-Douglas production function. The results are startling. If things go right, in 2050
Japanese economy could be half the size of the current GDP. We project Japan's potential or
sustainable shrink rate at about —1.09%~—2.5% until 2050. Japan is ill-positioned to reap the
benefits of favorable demographics and a further rise in capital accumulation, in part from an
upsurge in overseas direct investment. The key assumption underlying our projections is that
the government maintains the current demographic policies and keeps the perfectly flexible
exchange system that is supportive of overseas direct investment. The difference in results
between the preceding projects and ours is caused by discrepancy of assumptions in

GNI

coefficients and the data of future rate of change in capital accumulation and labor force.
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