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ICHRL ZETHIUL, AKBIZHETHE W) T T, MBORFEIZE > THITENS AR
EZ1SH2» 5 HWANRTWS, 2016 4E 1 A2 51k, M3ICH NS XH IS, [HEfo~
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WATAHZ LY, SO, FALEZERSELZENBERLINLTH S,

UFMTIE, RLIORENZLH T, 2020 FFED B RMIETHR, FZXKEETFHE &
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LTWwd, %% 1) —X—20O8b, 2013 40 155 JLH A 5 2020 4 10 1213 608 JLH &
%Y. .GDP (548 JkI) LD HRELBFEL Lo TWD, WTIZ HAFUTIZE 245 ) —
N=ADHR LT 00 H 5,

4, ERBERIZBIT ST —F— )V —)

72 (1980-2012) & %3 (2012-2020) 3. HAOEBK K2, ZOHEEL & 58505, &
DEIEL T B 0% AL LI BRELS, SRS LD TH S, HARFGITICL 24
MDA, 47— 3 & GDP IR, SHIXABLH T Rl sE I hTwizy
EADERFHETHIDOTH L, bEHEDF—F—)—)V(John Taylor) Tid. 4 ¥ 7L — 3
YEGDP ¥y v TERGELEMBREERT LV —VIRENT VS, ZOZODHEIC
Mz 7T, Bennet McCalum i¥. %L — bOZEDEMBOKO HEEDO—2 L LTWw A E O
BE LT, YA R-NVOERMBERD I 21T o T b £ 2005, 1980-2012 4 D Iy
M7= 272w R (Model 1) 12X 4T, BHEMOEET, HARSFITIZ, ) 1~
7 Lo, (i) GDPREROER, (i) ABL—FOREL V) 3ODOHEDND LI,
ThNTWIzZ LW HEMEOBER L S A Z EHTHEK S,

k2 T—7—-I—ILOBEXDT—Z(1980-2012)

Model 1 Model 2
1980Q1-2012Q3 (quarterly data) |1961-2011 (annual data)
Call rate Call rate Call rate
Inflation gap 255.8mn" 164, 5%:#* 44 5%
9.3) (6.4) (5.07)
GDP growth gap 46.47%** 25 8% 16.7#%
(3.86) (2.49) (1.71)
Yen/US dollar gap —{).0332%*=* =0.0112%=*
(10.47) (2.2)
Yen effective exchange rate gap —0.102%**
' (—14.51)
Constant 2. T3EE 2328 % 4 .55%*%*
(20.94) (25.08) (17.6)
Number of observations 130 130 50
Adjusted R? 0.7735 0.8415 0.7492

HYFT © Yoshino and Taghizedeh-Hesary, Japan's Lost Decade: Lessons for Asian Economies, Springer 2017.
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X3 F—5—IL—JLOBEED— X (2012-2020)

Model 1 (Japan)
2012Q-2020Q1(quarterly data)
Call rate
Inflation rate -0.005
(-0.204)
GDP growth gap -0.014
(-0.827)
US dollar/Yen gap 0.003*
(1.805)
LKR/US dollar gap
SG dollar/US dollar gap
Constant 0.013
(1.149)
Number of observations 33
Adjusted R2 0.018
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Declined effectiveness of monetary and fiscal policy faced
with aging population and need for employment reform
to encourage postponement of retirement age

This paper shows that the effectiveness of monetary and fiscal policies will decline with the
aging of population. The intuitive reason for this is that monetary policy, by reducing the interest
rate, will encourage firms’ activities which will increase wages and salaries. Increased income of
workers will increase consumption, which will push up aggregate demand of the economy. Fiscal
policy creates new employment for job seekers. New employments increase the income of
workers, pushing up consumption and GDP. However, retired people are not working and not
looking for jobs. As the proportion of retired people increases, the effectiveness of monetary and
fiscal policy diminishes since these policies affect only the working population. In an aged society,
it will be necessary to postpone retirement age by keeping a larger number of workers employed,
by introducing productivity-based wage rates rather than the seniority-based wage system. This
will reduce the tax burden on young workers since welfare payments to elderly people will
decline. Young workers will be able to spend much more, which will push up economic growth.
The paper uses a DSGE model to show both theoretically and empirically that the declined
effectiveness of monetary and fiscal policies and the postponement of retirement age will push up

economic growth.
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