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Economic Analysis on Fiscal Measures for Reconstructing Tohoku from the Great East Japan Earthquake
and Regional Economy of the Disaster Areas amid a Declining Population: Utilizing the Dynamic
Multi-Regional CGE model

Mitsuru Okiyama ™
and
Suminori Tokunaga

Abstract

This paper analyzes the evaluation of a reconstruction-related budget in the intensive reconstruction period for
the purpose of reconstructing Tohoku from the Great East Japan Earthquake and the economic impact of fiscal
measures after the intensive reconstruction period on the regional economy of the disaster areas.

We find the following results by using a dynamic regional computable general equilibrium (DSCGE) model
comprised of the disaster areas in Iwate, Miyagi, Fukushima and Ibaraki prefectures and non-disaster areas. First, we
project the real gross regional product (GRP) of the disaster areas in 2035 as compared to the year (2010) before the
earthquake to be 4.53% lower, and the economic welfare to be decreased by 2.6 trillion yen in 2035 caused by the
rapidly declining and aging population, even if it had not been for the earthquake. Second, the regional economy of
disaster areas recovered from the damage caused by the earthquake in the reconstruction period, supporting by the
post-earthquake recovery assistance measures due to a public fiscal transfer based on a reconstruction-related budget.
After the reconstruction period, the regional economy will shrink amid the tide of the rapidly declining and aging
population again. However, the fiscal measures in the intensive reconstruction period have an effect on the shrinking
regional economy slowly comparing with the case without the fiscal measures. Third, if the government will carry on a
public fiscal transfer of at least 1.5 trillion yen based on the local allocation tax grants after the reconstruction period and
will work as one to implement related measures under the Japan Revitalization Strategy, the regional economy of
disaster areas would recover steadily and return to the level of economic activities before the earthquake in 2027.

JEL Classification : D58, H71, R11
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