Czy analizujac
doswiadczenia
Japonii widzimy
nasza
gospodarcza

przysziosc¢?




Japonia najwczesniej ze wszystkich panstw
wysoko rozwinietych weszta w sekularna
stagnacje

Bank Japonii byt

pierwszym bankiem centralnym, ktory musiat na
dtugo obnizyC stopy procentowe do zera

pierwszym bankiem centralnym, ktory
zastosowat QE (8 lat wczesniej niz Fed i BoE, 14
lat wczesniej niz ECB)



Dlaczego doswiadczenia
Japonii sg wazne?



* Today’s activism In global monetary
policy has arisen, In part, from the
lessons allegedly learned during so-
called ,Japan’s lost decades”

Masaaki Shirakawa comments on: Charles Goodhart, Manoj Pradhan

(2017) ,,.Demographics will reverse three multidecade global trends™, BIS
Working Papers, No. 656



Czy Japonia okaze sie kanarkiem w kopalni?

Czy bedziemy swiadkami , japonizacji” gospodarek
pozostatych panstw wysoko rozwinietych.



Czy Japonia okaze sie kanarkiem w kopalni?
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Japan's Real Economic Growth Rate 1n a Long-Term Horizon
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Masaaki Shirakawa, ,Deleveraging and Growth: Is the Developed World Following Japan’s
Long and Winding Road?” Bank of Japan. 10 January 2012



»,Przerwana” realna konwergencja




. Per capita real income growth has slowed, resulting in a widening of the gap
between Japan and the US
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Tanweer Akram (2016) ,,Japan’s Liquidity Trap”, Levy Economics Institute Working Paper No. 862



Co spowodowasto nagte
wyhamowanie tempa
wzrostu gospodarczego
w Japonii?



R
Japan’s equity bubble burst in the early 1990s
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Wazniejsze jednak byto
zatamanie cen na rynku
budowlanym



Boom na rynku budowlanym

Gospodarstwa domowe
| przedsiebiorstwa

Banki

Rynkowa
Wartosc
kupionych Zadtuzenie Kredyty
nieruchemosci w bankach hipoteczne
(wartos¢ A

zastawow) Kapitat



Skutki zatamania cen nieruchomosci

Gospodarstwa domowe

Banki

|Jrzedsiebiorstwa
Niemoznos¢
refinansowania
kredytow
hipotecznych
P 4 Zadtuzenie Kredyty
w bankach hipoteczne
Rynkowa wartosc
kupionych na kredyt Straty kapitatowe

nieruchomosci



Exhibit 4. Japan’s GDP Grew despite major Loss of Wealth and

Private Sector De-leveraging

(Sep.1990=100) (Sep.1990=100, Seasonally Adjusted)
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Richard Koo, The Future of Central Banking and Closing Remarks - INET Hong Kong,
12/04/2013 http://ineteconomics.org/future-central-banking-inet-hong-kong




Wiele gospodarstw domowych znalazto sie ,,pod wodg”

« Z ujemng wartoscig majatku (nie majgc
odpowiedniego zastawu) gospodarstwa domowe
nie miaty mozliwosci zaciggania nowych kredytow,
CO sprawiato, ze musiaty wiecej oszczedzac,
wydajac mniej na konsumpcje, by moc sptacac
zaciggniete wczesniej kredyty hipoteczne.

« W takiej sytuacji, obnizenie <
stop procentowych do zera nie L A
powodowato wzrostu popytu

na kredyt




Exhibit 5. Japan’s Deleveraging under Zero Interest Rates Lasted for 10 Years
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Richard C. Koo, The world in balance sheet recession: causes, cure,

and politics, “Real-World Economics Review”, no. 58/2011



Figure 7: Interest Rates, Real Growth and Credit Growth in Japan
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Co ratowato gospodarke
Japonii przed wejsciem w
gteboka I diugotrwatg recesje?



Recesja bilansowa:
Gospodarstwa domowe zmniejszajg konsumpcje,
by sptaci¢ zadtuzenie w bankach.
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The Japanese government has been running persistently large fiscal deficits

since the mid-1990s
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McKinsey Global Institute (2015) Debt and (not much) delevaring



Dlaczego ekspansja fiskalna
przynosita jedynie
umiarkowany Wzrost
gospodarczy?



(trillion yen)

120

100

80

60

40

20

Total Expenditure

Construction Bond
Issues

Special Deficit-Financing
Bond Issues

[)=]
75 76 77 78 79 80 81 82 83 B84 85 86 87 88 89 90 91 92 93 94 95 96 97 98 99



The level of investment has been soft, especiallv in the public sector
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Dlaczego duze deficyty
budzetowe nie powodowaty
Inflacji?



BT —S—S—S———S—S——
- Japanese businesses have plenty of idle cash on hand
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il ash to investment ratios across
countries, percent

Country

United States 172

United Kingdom 216 332
France 122 194

Germany 126 158

Mote: Pre-crisis average calculated between 1997-2006. Post-crisi
between 2010-2012, and for the UK between 2010-2014.

Andrew Haldane (2015) ,,Stuck”, Speech at Open University, 30 June 2015



. Savings surplus by corporate sector

_ " of nominal GDP
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Martin Wolf (2015) “Corporate surpluses are contributing to the savings glut”, November 17, 2015



Co byto giowng metoda
ochrony gospodarki przez
przewlekta recesja?






Deposit overhang
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Asset Portfolio of Banks
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Figure 4: Government expenditure, revenue and debt in Japan
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W marcu 2001r. Bank Japonii
skorzystat w rady Bena Bernanke,
by wykorzystac QE jako forme
ekspansji monetarnej



Exhibit 7. Drastic Liquidity Injections in Japan Resulted in

minimal Increases in Money Supply and Credit
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Dlaczego wydatki
budzetowe przyczyniajg sie
do wzrostu podazy
pleniadza?



e W sytuacji, w ktorej wydatki budzetu s3
finansowane z wptywow podatkowych i emisji
obligacji, na ktorych zakup instytucje finansowe
wykorzystujg lokowane w nich depozyty terminowe
(banki), udziaty (fundusze inwestycyjne), sktadki
(towarzystwa ubezpieczeniowe i fundusze
emerytalne) deficyt budzetowy finansujg
oszczednosci gospodarstw domowych i firm.

e W takiej sytuacji, w czesci w jakiej wydatki budzetu
stanowig biezgce wydatki i transfery, oszczednosci
(dochody nie wydawane na biezace potrzeby) sg
zamieniane na pienigdz (dochody wydawane na
biezgce potrzeby).



Dlaczego mimo QE pojawita
sie deflacja?
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Ratio of Debt to Nominal GDP!
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Notes: 1. Debt 1s the sum of loans and securities (other than equities) in
private non-financial corporations.

Masaaki Shirakawa, ,Deleveraging and Growth: Is the Developed World Following Japan’s Long
and Windina Road?” Rank of lanan 10 lantiarv 2012
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Figure 1. Japan — General Price Levels (2010 = 100), 1980-2013
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Willem Buiter Ebrahim Rahbari (2013) What to expect from Abenomics: Four arrows

to target four challengesCiti GPS: Global Perspectives & Solutions, October.



Figure 9. Japan — Labour Earnings Per Employee (¥), 1980-2013
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Figure 6. Government Growth Forecasts
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Sytuacja w gospodarce stata sie
,hie-podrecznikowa”



Figure 8: Japan: Financial Surplus or Deficit by Sector
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» Japan has been suffering from a large negative GDP
gap since the 1970s.

» Underlying this large negative GDP gap is an excess
saving problem caused by the persistently high private
saving rate and the decline in private investment.

« Moreover, the

e declining trend in private investment from the
1970s is due to structural factors such as the

 slowdown in the growth of the working
age population and the

e decline in TFP growth.

Kyoji Fukao, Kenta Ikeuchi, YoungGak Kim, HyeogUg Kwon Tatsuji Makino, Miho
Takizawa (2014) The Structural Causes of Japan’s Lost Decades, RIETO Discussion Paper
Series 15-E_124
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Note: The data were compiled by Mr. Ryutaro Kono of BINP Paribas Japan The original data source
15 the SINA Statistics published by the Cabmet Office.

Kyoji Fukao, Kenta lkeuchi, YoungGak Kim, Hyeog Ug Kwon Tatsuji Makino, Miho

Takizawa (2014) The Structural Causes of Japan’s Lost Decades, RIETO Discussion Paper
Series 15-E_124




Natural rate of interest and real interest rate
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Czy trwata nadwyzka osczednosci
rzeczywiscie ma tak duze znaczenie?



Do czasu pierwszej rewolucji przemystowe)

wzrost gospadarczy byt bardzo powolny

Exhibit 1. Economic Growth Became Norm Only After Industrial Revolution
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Richard Koo (2016) The Other Half of Macroeconomics and the Three Stages of Economic Development, Conference of
World Economic Association: Capital Accumulation, Production and Employment: Can We Bend the Arc of Capital
Toward Justice?
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* [t IS my growing conviction that the
combined effect of the

e decline in population growth,

 together with the failure of any really
important innovations of a
magnitude sufficient to absorb large
capital outlays,

» weights very heavily as an explanation for
the failure of the recent recovery to reach
full employment.

Alvin Hansen (1939) ,,Progress and Declining Population: The Road to
Recovery”, The Amierican Economic Review, vol. 29 No. 1



Dlaczego obawy Alvina Hansena
zmaterializowaty sie po tak wielu
latach?
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(1) Aging Population

Japan faces low birth rate and population aging. The low birth rate reduces the number of
younger population, while the population aging leads to an increase of the proportion of the old-
age population.
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International Comparison of Population Aging Rate
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Population Growth Rate
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Population Growth Rate (Cont.)
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TFP Level of the Manufacturing and the Non-manufacturing Sector
(Market Economy), 1970-2011 (1970=1)
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Series 15-E_124




Nowe technologie kreujg mato nowych
miejsc pracy
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Co powodowato stabosc popytu
krajowego i silne wyptaszczenie sie
krzywej Phillipsa?



Inflation and unemployment

Monthly figures, inflation rate based on the general consumer price index.
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* The neoclassical consensus assumes that
corporate savings surplus is cyclical

* The evidence shows this assumption is without
NEIES

« Corporate surpluses in Japan, the U.K. and the
U.S. are structural

Andrew Smithers (2013), ,,The Road to Recovery”, The Daiwa Anglo-Japanese
Foundation, London, 25th September



Productivity and Wage growth (1992-2007)
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A. In Japan, wages have been trailing productivity ...

130

Japan: Compensation and Productivity
(1996=100)

—— Real compensation (CPI deflated)
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Sources: Cabinet Office; and IMF staff calculations.
MNote: Compensation and productivity are expressed in per-hour terms.

Martin Sommer (2009). “Why Are Japanese Wages So Sluggish?”’, IMF Working
Paper, WP/09/97, May




B. ... and the Japan’s labor share has therefore declined
considerably, although from high initial levels.
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Martin Sommer (2009). “Why Are Japanese Wages So Sluggish?”’, IMF Working
Paper, WP/09/97, May




D. ... due to low productivity growth in the sector,
in striking contrast with manufacturing.

Manufacturing and Services Productivity
(1996-2006)

— Manufacturing
— MNon-financial services, market sectors
- = = = Non-financial services, including governiment services

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

Martin Sommer (2009). “Why Are Japanese Wages So Sluggish?”’, IMF Working
Paper, WP/09/97, May




Dlaczego zmniejszajaca sie liczba
pracujacych nie spowodowata wzrostu
ptac?



« Skokowy wzrost podazy pracy na rynku
globalnym (umozliwiajgcy outsourcing
produkci)

 Rosngce znaczenie sektora ustug

* Liberalizacja rynku pracy



Konsekwencje starzenia sie spoteczenstw,

outsourcingu | automatyzacii produkcii
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Richard Koo (2016) The Other Half of Macroeconomics and the Three Stages of
Economic Development, Conference of World Economic Association: Capital

Accumulation, Production and Employment: Can We Bend the Arc of Capital Toward
Justice?




» While Japan's labor was becoming
scarce, labor was abundantly available in
the rest of the world. Japan’s corporates
could offshore production and keep wages
from rising.

Charles Goodhart, Manoj Pradhan (2017) ,,Demographics will reverse
three multidecade global trends”, BIS Working Papers, No. 656



The positive labour supply shock from China and eastern Europe

Working age populations (20-64), millions Graph 4
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Three interconnected hubs in the world’s supply chain for ICT goods
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Imports,. Exports and Production
Abroad of Transportation Machinery
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* The paradox between observed tightness
in the labor market amid overall slack in the
economy

* can reflect shift towards part-time
workers as evidenced by the considerable
decline in total hours worked.

Elif Arbatli, Denis Botman, Kevin Clinton, Pietro Cova, Victor Gaspar,
Zoltan Jakab, Fouglas Laxton, Constant Aime Lonkeng Ngouana,
Joannes Mongardini, Hou Wang (2016) ,,Reflating Japan: Time to Get
Unconvential?”’, IMF Working Paper, WP/16/157



A. The incidence of non-regular employment is largest
in services sectors.
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Martin Sommer (2009). “Why Are Japanese Wages So Sluggish?”, IMF
Working Paper, WP/09/97, Ma




B. The significant increase in non-regular employment
helped to push down average wages in services ...
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Working Paper, WP/09/97, Ma




» Japanese part-time workers are 79% less
productive than full-time workers

e 50% of all part-time workers would be
willing to work as regular workers

Davide Porcellachia (2016) ,,Wage-Price Dynamics and Structural
Reforms in Japan”, IMF Working Paper, WP/16/20



Share of Part-time Workers in Total Employees
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e Unionization of Japanese workers
is low and decreasing, with 18
percent of Japanese employees enrolled
In a union in 2014 compared to 25 percent
In 1991.

Davide Porcellachia (2016) ,,Wage-Price Dynamics and Structural
Reforms in Japan”, IMF Working Paper, WP/16/20



 Unionization rates have declined and
labor conflicts have all but

disappeared.

Elif Arbatli, Denis Botman, Kevin Clinton, Pietro Cova, VVoctor Gaspar,
Zoltan Jakab, Fouglas Laxton, Constant Aime Lonkeng Ngouana,
Joannes Mongardini, Hou Wang (2016) ,,Reflsting Japan: Time to Get
Unconvential?”, IMF Working Paper, WP/16/157



e In spite of the failure of wage
increases to keep up with increases in

labor productivity, Japan has experienced
a spectacular decrease Iin
industrial conflict, with number of

strikes dropping from
e 707 per year on average in 1980s, to

e 220 in the 1990s, and
e 63 in the 2000s.

Davide Porcellachia (2016) ,,Wage-Price Dynamics and Structural
Reforms in Japan”, IMF Working Paper, WP/16/20



Jakie rady ma MFW dla Japonii?



 The U.S. Incomes policy during the Great
Depression of the 1930s was effective

in ending deflation:

o collective bargaining rights,

* a system of codes to set minimum
wages

Elif Arbatli, Denis Botman, Kevin Clinton, Pietro Cova, Victor Gaspar,
Zoltan Jakab, Fouglas Laxton, Constant Aime Lonkeng Ngouana,
Joannes Mongardini, Hou Wang (2016) ,,Reflsting Japan: Time to Get
Unconvential?”, IMF Working Paper, WP/16/157



Jak3a propozycje sformutowali
Posen i Blanchard?



* The government should force the issue (of
accelerating the rate of wage growth).

* |t should require annual indexation (of at least
3 percent) and should delay promised
permanent cut in corporate tax until
companies raise wages across Japan.

Adam Posen (2017). ,,Japan’s solution to raise wages by 10%”, Financial
Times, 2 December



» Given the insufficient transition of monetary
expansion, for whatever reason, more direct
measures are required to get
inflation in Japan.

» \What is needed is a jump-start to a wage-
price spiral of the sort feared from the 1970s

Olivier Jean Blanchard, Adam S. Posen (2015). “Getting serious about
wage inflation 1n Japan”, Nikkei Asian Review, 15 December



Czy na pewno dobrze rozumiemy
dlaczego inwestycje firm sg zbyt mate,
by wykorzystac gromadzgce sie w
gospodarce oszczednosci?



* The corporate saving glut may be more
related to a perceived paucity of profitable
Investment opportunities than to a surge in
corporate caution.

» Such a development is consistent with the
concerns about secular stagnation.

» But what Is causing this paucity of
iInvestment opportunities must be the

subject of future research

Joseph W. Gruber, Steven B. Kamin (2015) ,,The Corporate Saving Glut
In the Aftermath of the Global Finance Crisis”, https://www.imf.org



Gtowna lekcja z doswiadczen Japonii
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Komentarz Maasakiego Shirakawy

* In the 1990s, when Japan was muddling
through its burst of bubble, | was still of the view
that once deleveraging is complete, the

economy would return to a path of reasonably
high growth rates.

* In retrospect, such an optimistic view was quite
naive. | was unaware of the significant
effects of demographic changes.

Masaaki Shirakawa comments on: Charles Goodhart, Manoj Pradhan

(2017) ,,.Demographics will reverse three multidecade global trends™, BIS
Working Papers, No. 656



Szczypta optymizmu

The impact of the decline in the working age population Graph 22

GDP per worker GDP

CY2000=100 138 CY2000=100
——United States - = nited States
s Uinited Kingdom 3 —— U nited Kingdom
— lapan " —apan
——Furn area It =—Euro area
—Germany

——=France
s France . | 120

135
130
125

—Ermany

115

110

105

Rl

95 95
2000 02 04 O& OB 1 2 415 2000 02 ™ 06 02 10 12 1415

Sources: OECD; Eurostat.

Massaki Shirakawa comments on: Charles Goodhart, Manoj Pradhan

(2017) ,,.Demographics will reverse three multidecade global trends™, BIS
Working Papers, No. 656




