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Summary

DEMOGRAPHIC CHANGE AND ECONOMIC GROWTH IN JAPAN

TOMOKO KINUGASA

Japan is now facing an aging society with fewer children and the population began to decrease in
2006. The economic implication of demographic change in Japan has gained public attention.
However, empirical research on demographic change and economic growth in Japan have not been
done sufficiently, and there is plenty of scope for research on this topic.

We analyze demographic effects on economic growth empirically using panel data of Japanese
prefectures from 1960-1995. Our empirical analysis is based on the conditional convergence
hypothesis. As demographic variables, we include life expectancy at birth, the population growth rate,
the growth rate of the labor force, the young dependency rate, the old dependency rate, population
size, and population density. A large population size can accumulate knowledge, and facilitate
division of labor and competition. Empirical analysis shows that population size has a large positive
effect on economic growth. Therefore, a decreasing population may damage economic growth
seriously in Japan. An increase in life expectancy promotes economic growth to a great extent. Life
expectancy in Japan is quite high and is expected to increase slowly in the future, so we should take
advantage of this favorable opportunity.

We estimate demographic effects on economic growth during the sample period and in the future
based on regression analysis. During the sample period (1960-1995), Japan took an opportunity of
“demographic dividend”; slowing population growth and a decreasing young dependency burden
benefited economic growth in Japan. However, in the near future, a decreasing labor force and a
decreasing population will cause economic stagnation. Although increasing life expectancy and
decreasing young dependency burden affect economic growth favorably, the total effect of

demographic change on economic growth will be negative after 2020.



