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Japan

Japan has maintained its position at #4 in the EQx2024 after
radically improving from #18 in the EQx2022. In fact, Japan
has been in the spotlight for the past year. On 20/21 May
2023, the Financial Times ran an article in its ‘Big Read’ sec-
tion entitled: “Japan gets its swagger back’. This reported a
surge of interest among international investors in the Japanese
market. An influx of foreign money followed, and in February
2024, this propelled the Nikkei Average, the country’s repre-
sentative stock market index, above the previous record set at

the height of the asset price bubble in 1989.

As the article mentioned above alludes to, the reasons for this
influx of capital are, at least partly, geopolitical. Japan has
benefited from not being China. Many investors and firms
would like to maintain their presence in Asia, but are wary of
the uncertainty surrounding China, both in terms of its rela-
tionship with the West and its regulatory policies. They are
therefore re-discovering Japan as a stable democracy with
rule-based economic policies. In the EQx2024, Japan is
ranked #6 in the Regulatory Capture Pillar (i.2). Likewise, the
Worldwide Governance indicators, published by the World
Bank in 2022, ranked Japan within the better 20% for two of
its categories and within the top 10% for the other four. The
Democracy Index 2023, published by Economist Intelligence
Unit, classifies Japan as a “full democracy”, placing it second
in Asia after Taiwan.

But such relative gains from de-risking and friend-shoring are
likely to be short-lived. Japan is in the middle of the global
supply chain and thrives and declines depending on the fluc-
tuations of international trade. If Japan wants to prosper in the
long run, it would have to lead international efforts, especially
among Asian countries, to strengthen economic cooperation
through deregulation and lowering barriers to trade. Hope-
fully, someday, the US and China will recognize that the ben-
efits of re-joining such endeavors outweigh the costs.

Chapter 4: EQx2024 Analysis and Interpretation

However, the EQx2024 also highlights that for Japan to be a
true leader in the path towards a more open and liberal world,
it neets to do more domestically. Japan is near the bottom of
the ranking when it comes to the Share of imports targeted by
protectionist measures (both stock and flow) (IPM &IPS, iv.10,
rank #110 and #93, respectively) and the Share of discrimina-
tory government interventions as % of total interventions (both
stock and flow) (DGI & DGS, iv.10, rank #101 and #140, re-
spectively). It is also ranked #111 in Subsidies and transfers as
% of expenses (SNT, iii.7) and #129 in Regional redistribution
as % of government budget (REG, iii.7). Even though Japan
ranks exceedingly highly in the Political Value Index Area (iii,
rank #3), showcasing state capacity at its best, limiting the
scope for governmental interventions and its inclination to-
wards too much redistribution would not only set an example
for others to follow but also provide widespread benefit to the
couniry’s own private sector.

Another warning sign is the Suicide rate (SUI, iii.8, rank
#133), which is in sharp contrast to the Homicide rate (HOM,
iii.8, rank #3). People who entered the labor market during
the post-1990 stagnation have borne the brunt of the eco-
nomic losses. They have had few chances to land formal, well-
paid jobs with ample opportunities for on-the-job training
and promotions. Many of them struggle to envision a brighter
future. One way of addressing this would be to reconstruct a
vibrant economy that produces many new businesses with
flexible hiring practices. That would offer a second chance to
the unfortunate generations, giving them much-needed hope
for their lives.

Etsuro Shioji, Professor, Department of Commerce,
Chuo University and

Specially Appointed Professor, Hitotsubashi Institute for
Advanced Study, Hitotsubashi University, Japan
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EQx2024 Country Scorecard

Population

GDP (nominal)

GDP per capita

125.1 million
4'256 billion USD
34017 USD
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