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Japan Case Study:
Balancing saving lives and livelihoods:
Three painful years under the COVID-19 pandemic in Japan

Yasuki Kobayashi®', Yuhei Shimada”

Abstract

The COVID-19 pandemic brought colossal disruption to everyday lives and massive destruction of health and
wellbeing worldwide, including millions of deaths. This study presents an overview of how the pandemic developed
in Japan. Specifically, it discusses the number of cases of and deaths from COVID-19, the government's
countermeasures, the transformation of the health care delivery system, the broader health impacts of the
pandemic, and the economic impacts on society. During a period of approximately three years following the first
confirmed case of COVID-19 (reported on January 15, 2020), there were eight waves of COVID-19 and about 34
million confirmed cases. Eventually, the Japanese government downgraded the legal status of COVID-19 on May
7, 2023. The government's measures to combat the pandemic included the so-called “soft lockdown,” active
surveillance, providing evidence-based messaging for the public, and delivering various economic stimulus
packages for individuals and businesses. Overall, government measures together with the public's concerted
efforts were effective; the death toll relative to the population was quite low compared to that in other developed
countries. Nonetheless, there were frictions between the government, businesses, and individuals. During the
soft lockdown, national and local governments imposed various constraints on businesses and residents to limit
the spread of infection; many bars, restaurants, karaoke bars, and tourism and event businesses suffered damages,
which were relatively severe for small businesses. There were also frequent tensions between infection control
and people’s livelihoods among medical professionals, scholars, economists, and politicians over the course of the
pandemic, which potentially delayed decisions about starting or ending specific COVID-19 countermeasures.
Another concern is that the government’s massive spending to alleviate the economic impact of the pandemic has
increased the government debt in Japan. This study identifies that a comprehensive evaluation of how the Japanese
government's COVID-19 policy balanced saving lives and livelihoods is necessary but has yet to be conducted.

[Keywords] COVID-19, pandemic, soft lockdown, active surveillance, evidence-based messaging, economic
stimulus, Japan

1. Introduction

The first confirmed case of COVID-19 in Japan was that of an individual who had returned from Wuhan, China;
this was reported on January 15, 2020 . Subsequently, a total of approximately 34 million confirmed cases were
reported up to May 7, 2023, when the Japanese government downgraded the legal status of COVID-19 and ended
surveillance of all cases (Note 1). The death toll was 74,688 by that date (Note 2) (Figure 1) 2.

Over these approximately three years, there were eight waves of COVID-19, which increased in size and scale
each time. The seventh and eighth waves were much larger than the previous waves owing to the spread of the
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Note. This figure was drawn from open data of the Ministry of Health, Labour and Welfare
on reference 2 ( https://covid19.mhlw.go.jp/extensions/public/en/index.html ).

It shows the cumulative number of deaths on a daily basis since May 9, 2020, with the
number before that date being tallied.

Figure 1. Cumulative numbers of COVID-19 deaths in Japan until May 7, 2023
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Note. This figure was drawn from open data of the Ministry of Health, Labour and Welfare
on reference 2 ( https://covid19.mhlw.go.jp/extensions/public/en/index.html ).

The first wave (January-May, 2020) and the second wave (July-September, 2020) are
barely visible in the figure because they were relatively small.

The double arrows indicate when the state of emergency (soft lockdown) was declared.

Figure 2. Numbers of confirmed COVID-19 cases in Japan until May 7, 2023

Note

1 As the final numbers of confirmed COVID-19 cases until May 7, 2023 vary depending on the reporting periods and the definition of the
target population, rounded figures were shown.

2 Deaths from COVID-19 can be tracked through death notifications after May 7, 2023; therefore, the latest cumulative number of deaths
will be higher than this figure.
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Omicron strain (Figure 2) 2. Although the fatality rate decreased over time, the overall number of deaths increased
significantly as the denominator (number of confirmed cases) increased. Several researchers indicated that the
actual number of infected cases was far higher than that of confirmed cases in the latter waves, and the total
number of deaths attributable to COVID-19 may be higher than the official number 4.

Notably, the overall size of the epidemic in Japan at different points did not necessarily match people’s image of
COVID-19. For example, despite its very small scale, the first wave of COVID-19 had a very frightening image.
This was partly due to expert opinions but also following the COVID-19-related death of a popular 70-year-old
comedian in March 2020, who was still active in the entertainment industry despite having chronic diseases °. In
the following month, a 63-year-old actress also died, though she was undergoing treatment for breast cancer at the
time 6. These episodes prepared the Japanese public for the onset of COVID-19.

2. Overview of measures against COVID-19

The government implemented various measures to combat COVID-19 as well as border controls. Among them,
the main ones in the early stages of the pandemic were: (1) the so-called “soft lockdown,” (2) active surveillance,
and (3) evidence-based messaging. The implementation of each measure required not only government leadership
but also public collaboration, including peer pressure. Peer pressure was an important but rather peculiar
phenomenon in Japan.

Soft lockdown

During the COVID-19 pandemic, a state of emergency (or the so-called "soft lockdown" order) was issued three
times in badly hit areas such as Tokyo (in April 2020, January 2021, and April 2021; Figure 2) ”%. No subsequent
orders were issued. The duration and specific instructions of the state of emergency depended on the situation in
each area. Under the state of emergency, national and local governments imposed various regulations on businesses
and residents to limit the spread of infection. However, because of the weak legal infrastructure, most of these

Table 1. Instructions and regulations under the state of emergency, the so-called “soft
lockdown,” in some areas of Japan in 2020 and 2021

Location and situation Specific instructions Legal basis

Movements Stay home Request
Not crossing prefectural boarder
Telework

Staggered commuting

Restaurants and Bars  Close bars and “karaoke” all day Request,
Close restaurants by 8 pm Penalty (since February 2021)
Shops and Close department stores or short-time Request
Department stores business all day
Events No spectator match, or number limit Request

No audience event, or number limit

Transportation Advance the time of last train Request
Schools and Staggered school Request
Universities Online lectures

Public spaces Refraining from drinking on the street ~ Request

Note. This table was compiled by the authors based on references 8 and 9 ( https://www.metro.tokyo.lg.jp/tosei/hodohappyo/
press/2020/04/10/documents/27_00.pdf; https:/www3.nhk.or.jp/news/special/coronavirus/emergency 2021/ ).
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guidelines were voluntary; hence, the name “soft lockdown.” Concrete measures included staying at home,
teleworking, not traveling, closing bars and karaoke bars, banning events with audiences, staggering classes in
elementary schools, and moving university lectures online (Table 1) 8°.

Regarding the request to close or shorten the business hours of bars and restaurants, certain penalties were
imposed, and a system was introduced to provide compensation when businesses complied with the request. The
government provided subsidies for businesses whose sales decreased by a certain amount from the previous year
due to the COVID-19 pandemic (based on the size of the business) and introduced a system providing unsecured
and interest-free loans for small businesses affected by the pandemic (so-called “zero-zero-loans”). These
measures are described in detail in a later section.

Active surveillance

Contact-tracing is the most powerful measure for breaking the chain of infections !* 1, In Japan, until May 7,
2023, all physicians were required by law to report every COVID-19 diagnosis to a nearby public health center
(PHC). Initially these reports were mainly sent by fax, but digitalization was gradually introduced during the
pandemic. The Health Center Real-time Information-sharing System on COVID-19 (HER-SYS), a government-
initiated digitization project, was launched in select municipalities in May 2020 and expanded nationwide by
October 2020 *2. Following bug resolutions, Japan fully transitioned to HER-SYS for the counting and compilation
of confirmed cases in Japan in April 2021 3, With HER-SYS, digital reporting of confirmed cases from doctors to
public health centers, and health checks for the patients isolated at home became much easier, compared to the
conventional fax- or telephone-based systems. At the central level, the time required for receiving reports and
compilation of confirmed cases was significantly reduced.

After receiving physician reports, the PHC conducted active surveillance to examine the source of infection and
identify people who had come into contact with the case. A total of 469 PHCs spread throughout the country
played a major role in implementing contact-tracing during the pandemic *. Moreover, contact-tracing required
public collaboration as it relied on individuals disclosing their recent behavior and activities. Although people
generally seemed to understand this, confusion was observed in some cases. On a business level, if one case was
found, and subsequently more cases and contacts were found, small businesses could be forced to close due to
isolation or quarantine of owners and workers °. At an individual level, cases and even contacts could have to give
up important plans, such as taking annual national qualification examinations (make-up examinations were rarely
conducted) 6. In such situations, contact-tracing tended to be avoided. Given that contact-tracing efforts posed
multiple issues around privacy and freedom, further discussions and measures are needed that incorporate lessons
learned during the pandemic.

Another issue in the early stages of the COVID-19 pandemic was how much testing was optimal for controlling
COVID-19. Advocates for increased testing capacity argued that identifying infected individuals would facilitate
economic recovery and prove cost-beneficial depending on the cost of testing and the time lag between testing and
the start of isolation 718, The rationale for their argument lay in the fact that economic decline, depending on
government policies, impacts people’s health and lives . Others opposed expanding testing to asymptomatic
people, arguing that false negatives could lead to the spread of infection if they did not curb their behavior 2°. The
government did not appear to significantly expand testing during this period, likely due to the limited availability
of PCR test kits and testing professionals 2. This conflict between infection control and economic concerns was a
recurring theme during the pandemic.

The confirmed cases were isolated for at least 10 days (a measure taken in the early stages of the pandemic)
starting from when symptoms appeared or the test came out positive for asymptomatic cases, either in a hospital,
a designated hotel where medical staff were on standby, or at home in contact with a PHC, depending on the
severity of the disease and the patient’s family situation. Any contacts of a confirmed case that the PHC deemed
to be at high risk of infection were requested, but not compelled, to quarantine at home for 14 days starting from
the day of the last contact with the confirmed case (this measure was taken only in the early stages of the
pandemic).
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Evidence-based messaging

Active surveillance was also useful to identify common sources of infection. Some epidemiologist groups found
several typical sources of infection; these findings were used to shape evidence-based messaging #. In the
Japanese context, and perhaps elsewhere, closed spaces, crowded places, and close-contact settings were areas
where there was a high risk of infection. Avoiding these situations was therefore one of the key messages
communicated by the government.

Coughing behavior was another important target of messaging ?; this was based on a simulation experiment
using a high-performance computer, showing that wearing a mask effectively prevented the spread of droplets.
This message was fitting to the Japanese context because it expressed concern for the health of others. However,
this messaging may have stimulated peer pressure in Japanese society, implicitly enforcing mask-wearing even
when unnecessary and giving rise to “mask police” who insisted on their use. Moreover, there was excessive
pressure in various situations, such as harassment of people who did not get vaccinated 2.

Effectiveness of the measures

Accurately evaluating the effectiveness of the state of emergency (the so-called soft lockdown order) is difficult
because it is hard to know exactly how it influenced each individual's movements. However, overall public
movements can be recorded to some extent. Several researchers have visualized people’s movements in epidemic
areas using smartphone GPS data; they illustrated daily population liquidity (daily flow of people) near (for
example, within 500 meters) major stations 2%, Population liquidity decreased sharply during the first soft lockdown;
however, during the second and third one, the decrease was relatively minor, and the effectiveness of the order
seemed to have diminished.

In Japan, the “Obon” holidays in mid-August and the year-end and New Year holidays are treated as travel
season. In response to the government order to not cross prefectural borders as part of the soft lockdown, most
people refrained from traveling. According to a telephone poll by NHK (the Japan broadcasting cooperation), only
9% of respondents answered that they did or would travel in summer 2021 (the period of the third state of
emergency order in most areas in Japan) .

The soft lockdown order appeared to have worked effectively, as many people responded to the order to be
cautious in their daily activities to prevent infection. However, many bars, restaurants, karaoke bars, and tourism
and event businesses suffered economic damages, which were relatively severe for small businesses.

3. Health care delivery system

Outpatient departments

Although there was some confusion in the early stages of the pandemic, most clinics and hospitals finally
decided to separate patient flows (routes) for fever patients, including confirmed cases of COVID-19, and general
patients at the outpatient level. The Japan Medical Association (JMA) recommended separating patient flows and
establishing specialized areas for patients with fever, with government subsidies provided for these services %.
However, some clinics and hospitals were unable to treat patients with fever because they lacked the space to
separate the flows. Therefore, during the peak COVID-19 period, there was a shortage of fever outpatient services
in many areas .

Inpatient departments

There were widespread public fears about not being able to receive inpatient treatment following infection and
potentially worsening symptoms; bed capacity to accommodate COVID-19 patients became a sensational issue in
Japan 8. The bed occupancy rate was repeatedly broadcasted as an indicator of the size and scale of the epidemic.
While prefectures were supposed to be responsible for securing enough beds in the policy scheme, the central
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government and the hospitals were also held accountable for their pandemic preparedness.

As there were about 1,900 specialist beds for infectious diseases nationwide before the pandemic, hospitals
were required to convert acute care beds into beds for COVID-19. The central government released a generous
financial support program to compensate for the cost of securing these beds. Despite the program and pressure
from public opinion, there were only 31,077 beds secured and 16,081 in service as of May 2020, even though the
prime minister had declared that 50,000 beds had been secured 2 %, Although the number of secured beds
increased gradually, the number of people who needed hospitalization largely exceeded it (Figure 3) % %; this
situation was repeated in each wave.

The speed of securing beds for COVID-19 was slow, despite Japan having a much higher hospital-bed-to-
population ratio than other developed nations. This has been explained with reference to Japan’s health care
structure. Namely, Japan has many small- and medium-sized hospitals, and most of them are private. Contrary to
public and semi-public hospitals, the relatively small private hospitals had weak financial bases and could not
increase bed capacity even if they received temporary financial support from the government. While the “four Ss”
(i.e., space, supply, staff, and system) are necessary to secure surge capacity !, private hospitals may have lacked
both supply and staff. As the head of a major hospital association in Japan stated, it took at least three weeks to
prepare COVID-19 beds 2. He also stated that hospital beds ranged from standard to high-functioning, and only
relatively high-functioning beds could be used to treat COVID-19 patients. Therefore, it was not possible to
endlessly increase the number of beds for COVID-19 2. Moreover, there were also practical hurdles including the
costs of in-hospital infection control and the time and effort required to learn the specific care required for
COVID-19 patients, as well as the possibility of reducing other patient visits by admitting COVID-19 patients.
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Note. The dotted line was drawn based on the total number of hospital beds for
COVID-19 calculated by adding up those in each prefecture from open data of the
Ministry of Health, Labour and Welfare for survey of numbers of hospital beds for
COVID-19 by prefecture on reference 30 ( https:/www.mhlw.go.jp/stf/seisakunitsuite/
newpage_00023.html ).

The solid line was drawn from open data of the Ministry of Health, Labour and Welfare
for changes in the number of people who need hospitalization on reference 2 ( https://
covid19.mhlw.go.jp/extensions/public/en/index.html ).

According to the data source, people who need hospitalization was defined as the sum
of confirmed cases who were accommodated in hospitals, hotels, and their homes at
the time, as the government’s policy was that COVID-19 patients, as a rule, should be
hospitalized for treatment in the early stage of the pandemic.

Figure 3. Number of beds for COVID-19 and people who needed hospitalization in Japan
between May 2020 and May 2021
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4. Broader health impacts of the COVID-19 pandemic

The COVID-19 pandemic has had wide-ranging impacts on people’s lives. Regarding health, although there
have been many positive effects owing to improved hygiene behavior, there are concerns that chronic diseases
may have worsened as a result of people refraining from seeing a doctor. The pandemic has also had major impacts
on society, most of which have been negative.

Impact of COVID-19 pandemic on health

As people took personal preventive actions against COVID-19, the incidence of other infectious diseases also
decreased. For example, an analysis of weekly trends of hospitalization due to asthma from 2017 to 2020 in Japan
showed a sharp drop in such hospitalizations after the COVID-19 outbreak **. Similar results have been reported
for other infectious diseases.

However, many patients with chronic diseases, such as diabetes, were reluctant to visit clinics or hospitals
because of fear of infection during the COVID-19 epidemic. Consequently, the number of services for diabetes
care, such as routine HbAlc tests, eye examinations, and foot care, declined significantly 34, Machii and Takahashi
reported that the number of participants in population-based screenings in Japan decreased by approximately 10-
30% during the pandemic %*. These findings suggest the possibility of long-term impacts on complications from
chronic diseases and delaying cancer treatment.

The suicide rate in Japan, which had been gradually decreasing before the COVID-19 pandemic, exhibited a
slight increase from 16.4 per 100,000 in 2020 to 16.5 in 2021 and 17.4 in 2022 *. Horita and Moriguchi conducted
a retrospective cohort study of suicide incidence in Japan during the pandemic based on government death
statistics between January 2009 and September 2021 ¥. They reported that the incidence of suicide was higher
than seasonally adjusted estimates by 17% for men and 31% for women. Their results particularly revealed a clear
surge in suicide incidence among women and men in their 20s. The possible reasons were lifestyle changes that
restricted human contact in schooling, employment, and social activities, as well as unemployment or decreased
incomes (especially for part-time workers) during the pandemic.

Excess deaths due to the COVID-19 pandemic

The impact of the pandemic on public health went far beyond the death toll resulting directly from COVID-19
infection. A key indicator of this impact is the number of excess deaths due to the pandemic. Although it is too
early to draw any firm conclusions, as not all mortality statistics for the pandemic period are available, two relevant
reports have been released. The team “COVID-19 excess mortality collaborators” reported that excess mortality
was about six times greater than the reported COVID-19 mortality rate 3. This estimate indicates that the impact
of COVID-19 in Japan has been underestimated when based solely on the number of deaths directly caused by the
virus. Another team revealed that an increase of approximately 2% in mortality (equivalent to approximately
30,000 deaths) was observed in 2021 (when 16,766 COVID-19 deaths were reported), after adjusting for the year
trend and age structure *. However, further analysis and monitoring of death statistics, including cause of deaths,
are needed to fully clarify the quantitative impact of COVID-19 on health in Japan.

5. Economic impacts of the COVID-19 pandemic

Impact on GDP employment, and business

While the Japanese economy as a whole suffered significantly from COVID-19, businesses and households
seemed to be less severely impacted, possibly because of the governmental economic stimulus spending as
described later. This interpretation was confirmed by the following economic indicators. The decrease in GDP due
to the outbreak was more substantial than that of the global financial crisis triggered by Lehman Brothers'
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bankruptcy in 2008. The real GDP growth rate recorded a decline of 7.7% in the second quarter of 2020, whereas
the maximum decline rate during the global financial crisis was 4.8% (in the first quarter of 2009) *°. Notably,
compared cross-sectionally with other countries, the size of the economic recession due to the COVID-19
pandemic was relatively moderate in Japan (Table 2).

Deterioration in the unemployment rate was also moderate. Table 3 shows the highest unemployment rate in
the same countries after the pandemic and the global financial crisis. Among these countries, Japan shows
relatively stable results for this indicator; it recorded just 3.1% even during the worst period after the pandemic.
Given that full-time workers’ employment was relatively strongly secured by Japanese legal infrastructure ,
household incomes remained generally stable during the pandemic #. The consumption level declined during the
early stage of the pandemic (first half of 2020), but recovered gradually *.

As for bankruptcies, the situation differs. Although not noticeable at first because of governmental support, the
number of bankruptcies increased since 2022 (Figure 4) #. This tendency was significant among the service and
construction industries. A major credit reporting company stated that the annual number of bankruptcies related
to COVID-19 was 835 in 2020, 1,731 in 2021, 2,238 in 2022, and 1,957 in the first nine months of 2023 (the date
at which the report ended) . Thus, the impact of COVID-19 on certain businesses appeared gradually but surely.

Table 2. The lowest growth rate of GDP (%) in the Lehman shock and the COVID-19 pandemic

Ger ) ) Singa
(%) Japan USA UK  France Italy Korea Chile Taiwan
many pore

Lehman
shock
COVID-19 -7.7 -79 -203 -123 -89 -11.8 -2.7 -12.7 -1.0 -11.9

-4.8 -2.2 -2.1 -2.0 -4.7 =27 -34 -0.8 -4.5 -2.6

Note. The values for Taiwan and Singapore are sourced from their national statistics (https:/eng.stat.gov.tw/cp.aspx?n=2334;
https://tablebuilder.singstat.gov.sg/table/TS/M015902 ).

Data for other countries are sourced from OECD Quarterly National Accounts ( https://doi.org/10.1787/data-00017-en ).

The values are calculated for every quarter and seasonally adjusted.

Table 3. The highest unemployment rate (%) in the Lehman shock and the COVID-19 pandemic

Germa . . Singa
(%) Japan USA UK  France Italy Korea Chile Taiwan
ny pore
Lehman
5.5 10.0 8.0 9.6 7.4 8.7 4.6 10.3 6.0 3.3
shock

COVID-19 3.1 14.8 5.3 9.0 3.9 10.3 4.8 12.5 4.8 3.4

Note. The values for Taiwan and Singapore are sourced from their national statistics (https://eng.stat.gov.tw/cp.aspx?n=2334;
https://tablebuilder.singstat.gov.sg/table/TS/M015902 ).

Data for other countries are sourced from OECD Infra-annual labor statistics ( https:/www.oecd.org/en/data/indicators/
unemployment-rate.html ).

The values are calculated for every month.
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Note. This figure was drawn from data of reference 43 ( https:/www.tsr-net.co.jp/news/
data_analysis/index.html ).

“Others” includes Agriculture, Forestry, Fisheries, Mining, Finance, Insurance, Real
estate, Transportation, and Information and Communication.

Figure 4. Monthly number of bankruptcies in total and by category in Japan
between January 2019 and January 2024

Government spending

Japan's fiscal spending on COVID-19 was the second largest after Italy among the countries of advanced
economies as a percentage of GDP (i.e. 45.0% and 46.2%, respectively) . The overall composition of this spending
is presented in Figure 5 . The major part involved liquidity support for the financial sector. The governmental
budget was also substantial in fiscal year 2020, more than double the 10-year cumulative budget for the recovery
from the Great East Japan Earthquake . While the large-scale spending partially relieved the economic impact,
its efficiency and transparency need to be verified, as discussed later.

Seeking to support households affected by the pandemic, the central government distributed cash handouts of
JPY 100,000 per person for all residents (i.e., Japanese and registered foreigners with a long-term visa of more
than three months). This support comprised 5.3% of the total budget (Figure 5). The cash handout stimulated
consumption to some extent. Kubota et al. estimated that 19% was withdrawn as cash at the same time of
remittance and 49% within 6 weeks *. Kaneda et al. found that expenditures were used to purchase not only
necessities but also occasional items including durable goods *. Nevertheless, Hattori et al. reported that they did
not find a statistically significant change in “face-to-face service” consumption, and that the cash handout policy
did not increase the risk of infection . Notably, the effect of stimulating consumption was found to be particularly
large among households with severe liquidity constraints (i.e., households with little cash or other assets for
payment) and low-income groups ** 5., Therefore, selective transfers to low-income groups may have been more
effective than uniform transfers to all residents.

Transfer to local governments

Japan has one of the highest levels of local government capacity °2; accordingly, the central government
distributed discretionary grants for local governments to deal with the pandemic in their areas %. In this scheme,
after the local governments submitted their plans to enforce programs or activities related to COVID-19 within
the allocated budget, the central government assessed and financially supported them.

This policy aimed at both infection prevention and stimulating local economies. However, some of the supported
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Government spending for
health sector 4.6%

Cash handout of JPY 100,000
per person 5.3%

Government
spending for
non-health sector
32.5%

ransfers to local
governments
3.5% O

Liquidity support
62.9%

Concessional loans and guarantees to affected firms
through the public and private financial institutions.
46.1%

Note. This figure was calculated from the table of “Fiscal Monitor: Database of Country
Fiscal Measures in Response to the COVID-19 Pandemic” on reference 45 ( https://
www.imf.org/en/Topics/imf-and-covid19/Fiscal-Policies-Database-in-Response-to-
COVID-19).

Figure 5. Composition of fiscal measures in response to the COVID-19 in Japan
as of September 2021

programs were evidently inefficient or even inappropriate; for example, it was reported that some local
governments spent the grants for developing the Olympic torch relay PR project, creating a replica of national
treasures to promote tourism, and so on %% %, It is necessary to verify whether there was any wasteful spending
by local governments and whether the central government was responsible for such loose spending, if any.

Liquidity supports: “Zero-zero-loans”

During the pandemic, enormous governmental support was implemented for small businesses, called “zero-
zero loans.” Business owners could in effect borrow money with zero interest and zero collateral, encouraging
public and private financial institutions to supply liquidity. The total amount of the loan related to the governmental
COVID-19 measures amounted to more than 56 trillion yen as of April 2021 %. A survey reported that more than
20% of small business owners utilized the program *. Owing to this financial support, the number of bankruptcies
in 2021 was at a historically low level %,

However, compared with loans in usual times, the repayment risk associated with these loans was higher.
Accordingly, the funding records of a public financial institution showed a higher percentage of new customers,
larger average loan amounts, and longer average loan terms °6 %, In addition, there was a higher percentage of loan
recipients engaged in the hospitality, lodging, and service industries than usual, reflecting avoidance of eating out
and tourist activities due to the pandemic *°. Another study suggested that these loans were frequently used not
only by pandemic-hit businesses but also by businesses that were performing poorly even before the pandemic .

The identified repayment risk has gradually manifested. As of the end of fiscal year 2022, roughly 70 billion yen
was confirmed to be irrecoverable and such amounts were expected to increase .. A survey reported that about
17% of recipients found it difficult to stick to the repayment plan *’. As a result, the number of bankruptcies has
been increasing since 2022 (Figure 4). To deal with this risk, the government launched an additional loan
refinancing program 2,

Government debt

Contrary to the relatively sound index for businesses and households, the fiscal situation of the Japanese
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government was rather negative; the total government debt balance was about 2.5 times GDP in 2022, the worst
among developed countries ®. To alleviate the economic impact of the COVID-19 pandemic, the government
vigorously engaged in economic stimulus, accelerating the deterioration of the government debt balance. Thus,
the scale of government spending and the type of support provided, and their efficiency must be examined further.

6. Conclusion: Towards a post-pandemic reality

Signs of recovery and a positive mood gradually emerged in the middle of the pandemic (in 2022) worldwide, in
relation to both the number of infected people and deaths. Regarding vaccination coverage, Japan lagged behind
other developed nations at the beginning of 2021 due to delays in clinical vaccine trials, procurement issues, and
difficulty building logistic systems. However, the vaccine roll-out accelerated shortly after and the coverage rate
reached almost 80% in the fall of 2021 .

Another reason for the optimism was the decline in both severity and fatality rates of COVID-19 due to virus
strain mutation. Table 4 presents changes in fatality rates by age from July 2021 to August 2022 . Although rates
remained relatively high for seniors, they were significantly lower for individuals under 60 years of age.

People’s perception of COVID-19 gradually changed as well. According to a July 2020 NHK telephone poll,
approximately two-thirds of respondents prioritized infection control over economic recovery %. However, in May
2022, a slight majority favored economic recovery over infection control . Among medical professionals, scholars,
economists, and politicians, debate persisted over whether to prioritize infection control or the economy. While
economists emphasized the declining fatality rate, medical professionals argued that a high infection rate meant
the number of serious cases was sustained. The Chairman of the Subcommittee on Novel Coronavirus Disease
Control organized by Cabinet Secretariat highlighted the contrasting perspectives between the public and medical
professionals on COVID-19. The public seldom witnessed COVID-19 deaths, while medical professionals
frequently encountered seriously ill patients of COVID-19 hospitalized with the disease %. He noted that tension
between infection control and people’s livelihoods has been evident even among medical professionals .
Ultimately, considering various factors, the Japanese government downgraded the legal status of COVID-19 on
May 7, 2023, despite concerns about the following waves.

In conclusion, this study makes three comments regarding the Japanese situation. First, government measures

Table 4. Decreases in fatality rate of COVID-19 in Japan

Age Under 60 60-79 80 or older
Jul-Oct 0.08% (0.05-0.12) 1.34% (0.90-1.91)  7.92% (5.66-10.70)
2021

Periods Jan-Feb 0.01% (0.00-0.01) 0.70% (0.56-0.87) 4.57% (4.06-5.12)
2022
Mar-Apr 0.01% (0.00-0.01) 0.43% (0.31-0.58) 3.12% (2.56-3.76)
2022
May-Jun 0.00% (0.00-0.01) 0.14% (0.07-0.27) 1.53% (1.08-2.12)
2022
Jul-Aug 0.00% (0.00-0.01) 0.18% (0.15-0.23) 1.69% (1.51-1.88)
2022

Note. This table was sourced from the materials No.4 of 111th COVID-19 Advisory Board on December 21, 2022 on
reference 65 (https://www.mhlw.go.jp/content/10900000/001027743.pdf ).
Numbers in brackets are 95% confidence intervals.
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together with people’s concerted efforts were effective in fighting the pandemic. The soft lockdown ensured that
relative freedom and privacy were maintained even under the state of emergency. Additionally, Japan was also
fortunate in terms of being an island country where border control was possible. As a result, the death toll relative
to the population was quite low among developed countries. Second, there were times when proper, timely
countermeasures against COVID-19 could not be initiated or ended appropriately according to the scale of the
epidemic. This is seemingly related to the fact that it took time for local information to be gathered centrally. In
this context, delays in digitalization in Japan were also relevant. There were often tensions among medical
professionals, scholars, economists, and politicians over the course of the pandemic. Delayed decisions relating to
both starting and ending specific countermeasures caused widespread social damage, particularly in terms of
negative psychological impacts at the individual level and economic impacts at the small-business level. Third,
given Japan's large fiscal deficit, there are concerns that further and potentially loose spending on COVID-19
might continue to undermine Japan's economy in the future. Indeed, a comprehensive evaluation of how the
Japanese government's COVID-19 countermeasures balanced saving lives and livelihoods is necessary, but has
yet to be conducted.
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