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Rapid Growth and Innovation of Japanese Economy

Yoshihiro Yamazaki

Abstract

Economic scholars have repeatedly discussed Japanese rapid economic growth.
However, thinking that some has recently proposed new macroeconomic models which treat
innovations explicitly, it has some significance to try understanding Japanese rapid economic
growth once again. By doing that, we may be able to expect the future of Chinese rapid
economic growth or to find a breakthrough to overcome slow growth in contemporary Japan.
This paper examines the rapid growth from the expenditure side and shows the huge
contribution of investment. It refers to the argument of classical economists like John Stuart
Mill, who proposed independent investment function in the earlier stage of economics. After
that, it confirms that the virtuous circle of investment and innovation worked by taking a look
at the growth from the distribution side. It also investigates the business cycle model of Osamu
Shimomura, who much contributed to Japan’s income doubling plan. It confirms the
importance of innovation by looking at the growth from the supply side. It thinks about
Aghion=Howitt model which introduce innovation into macroeconomic theory. Out of
innovation, product innovation has a character of creating a new market. This paper studies

Aoki=Yoshikawa model which treats emergence of new markets.

JEL classifications: B220, E130, N150.

Keywords: rapid growth, innovation, macroeconomic models, capital stock, new markets.
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