
Abenomics: From Stimulus to Sustainable 
Growth 

Jerry Schiff 
Deputy Director 

Asia and Pacific Department 
International Monetary Fund 



Abenomics: from where to where? 
What is the right benchmark? 

 
Fiscal policy 
(stimulus, consumption tax) 

 
Monetary policy 
(2 percent inflation, QQME) 

 
Growth reforms 
(TPP, Diet session) 

 

Inflation 

Recovery, Fiscal 
sustainability 

Higher growth 

Where are we? What’s next? 

Initiates recovery, growth  
becomes self-sustained. Over time 

deficit and debt ratio decline 

Inflation expectations rise, portfolio 
rebalancing picks up, core inflation   

starts rising 

Investment recovery, 
employment and wages rise, 

labor supply and productivity 
increase 



Growth has accelerated, but mainly 
reflects monetary and fiscal stimulus 
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Recovery 
on track? 



Recent indicators are broadly positive 
Recovery 
on track? 

Economic developments since Abenomics (level, Dec 2012=100) 

Notes:            Jan–April 2013;              May 2013–latest available data 
 



Inflation has been rising steadily, but 
mainly a result of higher import costs 

Progress on 
Inflation? 
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Inflation expectations have risen but 
remain below the BoJ target 

Progress on 
Inflation? 
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Despite tightening in the labor market, 
wages have not yet begun to rise 

Transition  
to sustained  

recovery? 

99

100

101

102

103

104

95

100

105

110

115

120

Jun-12 Sep-12 Dec-12 Mar-13 Jun-13 Sep-13

Vacancy/applicant rate (lhs)

Earnings (rhs)

Labor Market

90

94

98

102

106

110

114

90

94

98

102

106

110

114

Jun-2012 Sep-2012 Dec-2012 Mar-2013 Jun-2013 Sep-2013

Scheduled earnings
Overtime earnings
Bonuses & other earns

Cash Earnings 
(All industry, SA)



Investment has picked up but needs to 
be sustained and broadened 
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Transition  
to sustained  

recovery? 



Portfolio rebalancing has so far been 
limited 

Transition  
to sustained  

recovery? 

98

99

100

101

102

103

104

105

106

60

80

100

120

140

160

180

200

220

Jun-12 Sep-12 Dec-12 Mar-13 Jun-13 Sep-13

Reserves at BoJ (LHS)

Loans (RHS)

Banks Assets

10%

15%

20%

25%

30%

10%

15%

20%

25%

30%

Aug-12 Oct-12 Dec-12 Feb-13 Apr-13 Jun-13 Aug-13

City Banks

Regional Banks

JGB Holdings of Japanese Banks
(In percent of total assets)

Source: Haver



Large corporate savings remain locked 
away 

Transition  
to sustained  

recovery? 
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Where  are 
we? 

 
Challenges ahead 
  Inflation needs to rise further 
 Fiscal reforms need to balance 

adjustment and growth 
 Structural reforms need to 

address fundamental 
roadblocks to growth 

 What can be done in short 
term? 

 

Abenomics so far successful  
but now entering critical phase 



The economic impact of Japan’s declining 
workforce is reinforced by policies 
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Can women  
save Japan? 



Bringing WLFP rates to industrial country norms 
would have a meaningful impact on growth 
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Can women  
save Japan? 



Increasing the supply of child care would 
help raise women's labor force participation 
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Can women  
save Japan? 



Tax and pension policies also play a role Can women  
save Japan? 



Eliminating the two-track employment 
system would raise female participation 
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Can women  
save Japan? 



The share of non-regular workers has 
been rising steadily 

0
5
10
15
20
25
30
35
40

-200

-150

-100

-50

0

50

100

150

1985 1988 1991 1994 1997 2000 2003 2006 2009 2012

Percent 

Regular workers excluding executives (left scale)

Non-regular workers (left scale)

Share of non-regular workers (right scale)

Source: Ministry of Internal Affairs and Communications;  IMF staff calculations. 

Annual Change   
(Thousand Persons) 

Addressing 
duality 



Increased duality has likely depressed 
labor productivity 
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duality 



Options for reform 

 
 Single employment contract  

 
 Limited regular contract 

 
 Moved toward “flexicurity” model 

Addressing 
duality 



Not easy from political economy point of 
view 

Addressing 
duality 



Labor reforms may need to be accompanied by 
policies aimed at wage growth 
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Addressing 
duality 



 
 

Thank you 



Bond yields have remained low  
and volatility has declined 
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Rising public debt burden requires 
sustained attention 

 Without further action debt-to GDP 
continues to rise after 2015 

 
What can be done in the short term? 
 Effective stimulus  

 Temporary - no permanent commitment 
 Timely  - fast acting 
 Targeted - effective in raising demand 

 Clarity on corporate tax reform 
 Commit to fiscal action beyond 2015 

(e.g., increase of pension age to 70) 

D S 

What needs  
to happen? 

Proceed with fiscal reform, but concrete 
long-term plan needed to create fiscal space 



With the highest life expectancy and an average retirement 
age, Japan has scope to raise employment of older workers 
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Possibly including a higher minimum 
wage 

Addressing 
duality 
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