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An Analysis of the Recessionary
Japanese Economy in 1990s

Bo-chih Chen

Abstract

Japan’s economy was characterized by the bubble phenomenon from
1987 ~ 90. However, stock prices began to decline in the beginning of 1990
and land prices then declined in the beginning of 1991. Mining and industrial
production also began to fall beginning in 1990.

As a result, the bubble economy burst and the economy fell into a long-
term recession. The financial sector now holds many bad loans and has
become severelly weakened. As of November 1998, there is no recovery
in sight. Most notably, the real GDP growth rate has been nagative for the
five consecutive seasons beginning with the fourth season of 1997. Even
Japan’s Economic Planning Agency has forecasted the 1988 real GDP
growth rate as —1.8% or worse,

This article explores the following questions: Why were Japan’s economy
fall into a long-term recession begining in 1991? Why were the economic
recovery policies taken by Japanese government so ineffective? Can the
new general economic policy and the strategies for stabilizing the financial
system effectively stimulate the economy and strengthen monetary mech-
anisms?

This study concludes that the most important factors behind the re-
cession of Japan’s economy in recent years have been the failure of monetary
and fiscal policy, faults in the inspection of financial markets, excessive
speculation in stock and foreign exchange markets, the penitent attitude
of monetary facilities, and the lack of consumer confidence in the economy.

Keywords : bubble economy, recession, economic policy, reform of econ-
omic structure, financial reform



