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 Forthcoming IMF Working paper by Aoyagi, 
G lli d MGanelli and Murayama

 Evaluation of the reflation policy in Japan in Evaluation of the reflation policy in Japan in 
terms of inclusiveness (i.e. Income Growth 
and Equality) using prefectural level panel 
d tdata 

 The first attempt to study in a systematic way The first attempt to study in a systematic way 
how inclusive Abenomics is



 Relevant to macroeconomic outcomes and to 
the ultimate success of the reforms, for at 
least two reasons. 

1. Public support is needed for long-term reforms 
which might imply some short-term costs for g p y
some segments of the population

2 Evidence suggests economic inequality is bad for2. Evidence suggests economic inequality is bad for 
both growth and social cohesion
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•Overall, policy 
ariables affectvariables affect 

inclusive growth 
mostly through 
growth in average 
income. 

The best way for Abenomics reforms to foster inclusive growth is y g
to fully implement structural reforms, i.e. fully launch the third 
arrow. 



 IMF Working paper No. 15/42 by Aoyagi and 
Ganelli

 Following IMF Regional Economic Outlook 
(2011) we revisit the issue(2011) we revisit the issue.

 A cross-country empirical analysis on policy 
options to facilitate inclusive growth in Asiaoptions to facilitate inclusive growth in Asia

 We include in our model variables which 
proxy the impact of fiscal redistribution, p y p ,
monetary policy and structural reforms.



 Fiscal Policy
Th bi d di t d i di t ff t f i The combined direct and indirect effects of income 
redistribution are on average “pro-growth”-Ostry et al. 
(2014)

 Monetary Policy Monetary Policy
 Price stability appears to be conducive to economic 

growth, low unemployment and subdued income 
volatility-Coeuré (2012)volatility Coeuré (2012)

 Structural Reform
 Asia needs effective labor market and industrial 

competitiveness policies Zhuang et al (2014)competitiveness policies- Zhuang et al (2014)
 Trade globalization is associated with a reduction in 

inequality- IMF (2007)

Fiscal redistribution, 
monetary policy aimed 
at macro stability, and 
t t l f tstructural reforms to 

stimulate trade, reduce 
unemployment and 
increase productivityincrease productivity 
are important 
determinants of 
inclusive growth.inclusive growth.



 Asia has scope to 
increase and improveincrease and improve 
fiscal redistribution

 Monetary policy 
should aim at longer 
term stability

 Productivity Productivity 
improvement and 
completing 
multilateral trademultilateral trade 
negotiations are 
important


