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Japan's New Growth Strategy: Bringing Rapid
Reform To the Country

Place Japan on a path to recovery. This is the task that was given to me.

Prolonged deflation has been a major challenge and one that has persistently held
Japan back. If the real value of money is higher than the value of goods (the very
definition of ‘deflation’) then it is inevitable that corporate investment will be
discouraged as a result and household consumption will decrease.

The path ahead is challenging. In many ways, those worst affected by deflation are
the younger generation. | worry that the vitality and energy of Japan’s youth may
gradually disappear.

My colleagues and | did not become politicians to create such a country; one that
dampens the outlook for our young people. Simply put, there can be nothing more
important than raising young people who have confidence in a brighter future.

A metaphor for deflation is that your body temperature drops continuously, bit by bit.

There is only one solution; deflation must be rooted out in one fell swoop, through
bold and practical new monetary and fiscal policies, implemented simultaneously.

Large-scale central bank policy changes and budgetary measures pursued in quick
succession were the first and second “arrows” of Japan’s economic revival strategy.
The mood in the country has changed dramatically as a result. My goal was to
successfully shake Japan out of the ‘deflationary mindset’ that had become so
prevalent.

Another important priority is to tackle the ongoing challenges left by the 3/11
earthquake and tsunami, especially for those living in the affected areas. The tsunami,
which occurred just over two years ago, was a ‘once in a millennia’ occurrence. In my
role as prime minister | have visited the regions affected by the Tsunami and nuclear
accident at least once every month to ensure that positive progress continues to be
made towards reconstruction.

As long as people who have lost families and homes continue to suffer and live in
unfavourable conditions we will be unable to say that Japan is fully recovered and
will be unable to face our friends in the international community, who kindly
provided their support. Without Japan’s broader economic revival, the victims
themselves will be unable to recover and the regions affected will not be able to regain
their vitality.

Japan faces significant structural challenges. During the prolonged recession, we lost
500 billion U.S. dollars in gross national income, equivalent to the disappearance of
an economy the size of Norway or Poland. As a result, Japan’s government debt is
more than twice its GDP.



Needless to say, growth is of vital importance if we are to reverse this negative trend.

Other structural challenges we face include the declining birth rate and ageing
population. Both are difficult to solve. If we do notaddress these now, however,
we will reach a stage where we cannot turn back. Japan must act swiftly before it is
too late.

So what do we need to do? Unfortunately there is no panacea, nor ‘magic bullet’, to
instantly fix these long term challenges. However, one thing is certain: we can expect
a greater impact if we target specific ‘catalysts’ that can create a broader knock-on
effect on the economy. More can be gained from decisive and ambitious policies than
a patchwork of smaller, modest ones.

These ‘catalysts’ are, in effect, the real goal of Japan’s growth strategy.

I have promoted increased participation by women in the workforce, and in
management, for many years. This is a ‘social’ policy, but at the same time it is also a
very important piece of the broader growth strategy.

Changing Japan’s corporate culture to be more open and receptive to women is an
absolute priority. Japan’s business community has, for too long, been dominated by
men with uniform ways of thinking. | am determined to encourage women to break
through the glass ceiling, and | will prepare the infrastructure to make that possible.

The next challenge is to ‘open up’ Japan and its markets. Upon becoming prime
minister, | was faced with the issue of whether or not to pursue entry to the Trans-
Pacific Partnership (TPP) Agreement. Voices of opposition were heard even among
those supporting my own party. | did all I could do to change their views and, in the
end, made the decision to participate in the negotiations. While some are hesitant
about such an endeavor, | have no doubt that increased trade will create a positive
chain reaction for the Japanese economy.

Japan is also seeking an economic partnership agreement with the EU, free trade
agreements with both China and Korea, as well as trade agreements with participants
of the East Asia Summit (the 10 ASEAN countries, China, South Korea, Australia,
New Zealand, and India).

I also believe it is important that we step up efforts to attract foreign investment. As
part of the new growth strategy we have set an ambitious target of doubling the level
of direct investment into Japan by foreign companies.

Since | became prime minister, | have often said that | want to make Japan the most
business friendly environment in the world.

One effective tool to achieve this will be the creation of ‘National Strategic Special
Zones' for investment. We have learned from past experience that a ‘bottom-up’
approach may be inadequate and open to the risk of hindrance from excessive
regulation, vested interests and lengthy decision making processes. The new special
zones will instead take a ‘top-down’ approach. | will personally take the lead in
managing these initiatives and making the necessary decisions on deregulation and
implementation of reforms.

We will review planning regulations that currently restrict the development of urban
areas. In addition, we will tackle regulation to allow leading foreign doctors to work
in Japan and to allow international schools to be established more easily. We will
also change construction regulations to bring people back to the centre of our
cities. If Tokyo’s bid for the 2020 Olympics is successful, it will become a valuable



catalyst to boost the recovery of Japan’s economy. To host this global celebration of
sport would be a dream come true for the people of Japan.

I want Japan to welcome talented people around the world who offer new expertise
and know-how and who can themselves act as positive ‘catalysts’ for change in our
economy.

Some may question whether Japan is up to this challenge. My response is that we can
no longer afford not to meet these challenges, as they will only become more difficult
with time. We must seize the moment.

I hope to act as the ‘drill bit’ that can finally break through the bedrock of Japan’s
regulatory regime. Positive changes have already been made - structural reform in
the electricity market is one example of this. We, the Abe administration, decided to
move forward with the division of generation and transmission of electric power. In
doing so, we made a decision to put an end to a market oligopoly that had continued
for more than half a century. | expect to see new opportunities to emerge as a result,
and increased investment in this market.

Japan’s Upper House election will be held this July. A win by the ruling coalition
(consisting of the Liberal Democratic Party and New Komeito Party) will send a clear
message of support from the public and will signal that it is time to break the gridlock
and build upon the positive momentum made thus far.

In conclusion, it is important to clarifying that these efforts will not only benefit the
citizens of Japan.

In the first quarter of 2013, the annualized rate of growth was 4.1 percent. Should the
Japanese economy extend this 4.1 percent of growth rate throughout the year, it will
be the equivalent of the sudden emergence of an economy larger than Israel’s.

The Japanese economy is not small. Measured in nominal GDP, it is larger than that
of Germany and the U.K. combined. If a country like ours were to experience negative
growth it would likely be the ultimate recipe for “beggar thy neighbour.”

Japan is a nation that takes responsibility for cultivating a peaceful and stable world
order grounded in the rule of law. Japan must be strong to be able to make a strong
contribution. To continue to do so, Japan requires economic recovery.

“Abenomics” can lift the country out of deflation and onto a growth path. It
represents an opportunity for positive engagement with the world and a “win-win”
scenario for both the Japanese and the global economy.



