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Globalization and Japan's Recession:
Considered from the Perspective of
Financial Deficit and Public Construction

Zheng-jia Tsai

Abstract

This article analyzes Japan's economic recession in the 1990s from the
perspectives of financial deficit and local public construction. Common wisdom
blamed Japan's economic recession on bank debt default. Yet the Japanese
government's deficit increased sharply only recently, which caused the Japanese
government to be trapped in a dilemma between bank debt default and incurring
even worse financial deficits. This article argues that Japan's financial deficit
is mainly caused by the inefficiency of public construction at the local level.
Since public construction at the local level is the best way for local politicians
to woo voters, local public construction in Japan is based on political exchange
rather than economic considerations. This article uses Nakano County and

Kuma County in Japan as illustrations.

Keywords: Financial Deficit; Political Donation; Financial System; Japan
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