
Three Arrows: Abenomics and 
Economic Growth

Author
Graham Long
Catonsville High School
Catonsville, MD

Purpose
This lesson plan was written and developed using information from a Keizai Koho Center Fellowship 
to Japan in July 2013. It is intended to be disseminated to a wide K12 audience, and can be shared with 
attribution to the author, the Keizai Koho Center, and the National Association of Japan-America 
Societies. All newspaper articles used within the context of the lesson have citations and retain the 
copyright of the original publisher, and are provided for educational, fair use purposes.

Background
Especially in the aftermath of the global financial crisis in 2008, international economics has come 
under focus. Various countries around the world have adopted ways of handling the new financial 
world order. Some, such as China, have embraced a model of “state capitalism” (referred to as the 
Beijing Consensus) to boost economic growth. Others, such as the United Kingdom, have embraced 
austerity, scaling back public debt in the hope that private enterprise fills the void. Some, such as the 
United States, have vacillated between the two approaches, using some stimulus measures while also 
looking to raise revenue and/or shrink expenditures.

On the edge (some would say outer edge) stands Japan. Mired for years in a “Lost Decade” of sub par 
economic performance that predates the financial crisis, traditional economic tools do not seem to have 
worked. Therefore, Prime Minister Shinzo Abe swept into office in 2012 with an aggressive 
combination of fiscal, monetary, and structural strategies (the “Three Arrows”) which would act as 
shock therapy to Japan's economy. The policies, controversial both at home and abroad, are nonetheless 
curious from an academic standpoint, because they mark an aggressive attempt by government to boost 
a flagging economy.

By studying the core concepts of Abenomics, students will gain a greater understanding of the Japanese 
economy, both its challenges and triumphs. On a larger scale, a thorough understanding of Abenomics 
will help students understand the actions of one of America's leading trading partners, because it truly 
is the case that a rising tide lifts all boats; America needs a strong Japan. Finally, Abenomics acts as an 
experiment for economists to analyze, and determine whether this combination of government policies 
can solve an economic crisis.



Standards
• National Common Core Standards

◦ CCSS.ELA-Literacy.RH.11-12.1 Cite specific textual evidence to support analysis of 
primary and secondary sources, connecting insights gained from specific details to an 
understanding of the text as a whole.

◦ CCSS.ELA-Literacy.RH.11-12.8 Evaluate an author’s premises, claims, and evidence by 
corroborating or challenging them with other information.

◦ CCSS.ELA-Literacy.RH.11-12.9 Integrate information from diverse sources, both primary 
and secondary, into a coherent understanding of an idea or event, noting discrepancies 
among sources.

• National Standards in Economics
◦ Standard 10: Institutions

▪ Students will understand that: Institutions evolve and are created to help individuals and 
groups accomplish their goals. Banks, labor unions, markets, corporations, legal 
systems, and not-for-profit organizations are examples of important institutions. A 
different kind of institution, clearly defined and enforced property rights, is essential to a 
market economy.
• Students will be able to use this knowledge to: Describe the roles of various 

economic institutions and explain the importance of property rights in a market 
economy.

◦ Standard 15: Economic Growth
▪ Students will understand that: Investment in factories, machinery, new technology, and 

in the health, education, and training of people stimulates economic growth and can 
raise future standards of living.
• Students will be able to use this knowledge to: Predict the consequences of 

investment decisions made by individuals, businesses, and governments.
◦ Standard 16: Role of Government and Market Failure

▪ Students will understand that: There is an economic role for government in a market 
economy whenever the benefits of a government policy outweigh its costs. Governments 
often provide for national defense, address environmental concerns, define and protect 
property rights, and attempt to make markets more competitive. Most government 
policies also have direct or indirect effects on people's incomes.
• Students will be able to use this knowledge to: Identify and evaluate the benefits and 

costs of alternative public policies, and assess who enjoys the benefits and who bears 
the costs.

◦ Standard 20: Fiscal and Monetary Policy
▪ Students will understand that: Federal government budgetary policy and the Federal 

Reserve System's monetary policy influence the overall levels of employment, output, 
and prices.
• Students will be able to use this knowledge to: Anticipate the impact of the federal 

government and the Federal Reserve System macroeconomic policy decisions on 
themselves and others.



Materials
• Readings

◦ FRED Economic Database. (2013). Economic Research - St. Louis Fed. Retrieved October 
13, 2013, from http://research.stlouisfed.org/

◦ Office of the Japanese Prime Minister. (2013). Japan revitalization strategy [provisional]. 
Tokyo, Japan. Retrieved October 13, 2013, from 
http://www.kantei.go.jp/jp/singi/keizaisaisei/pdf/en_saikou_jpn_hon.pdf.

◦ The Telegraph (2013, January 22). Japanese PM Shinzo Abe hails 'monetary regime 
change'. The Telegraph. Retrieved October 13, 2013, from 
http://www.telegraph.co.uk/finance/currency/9817432/Japanese-PM-Shinzo-Abe-hails-
monetary-regime-change.html.

◦ Ujikane, K., & Otsuma, M. (2013, January 11). Japan’s Abe unveils 10.3 trillion yen fiscal 
stimulus. Bloomberg News. Retrieved October 13, 2013, from 
http://www.bloomberg.com/news/2013-01-11/japan-s-abe-unveils-10-3-trillion-yen-fiscal-
boost-to-growth.html.

• Worksheets
◦ Background on Japanese Economy
◦ Analyzing the Three Arrows
◦ On the Mark or In the Quiver? Determining the Effectiveness of the Three Arrows Policy

Intended Audience and Background Information
This lesson plan is intended for an advanced class in Political Science, Economics, or World History. 
Students should be familiar with basic economic concepts/terms such as central bank, monetary policy, 
fiscal policy, and the determinants of economic growth (activities about how these things work are built 
into the lesson). The lesson uses primary sources and simulations to teach students about Shinzo Abe's 
economic program of “Three Arrows.” In the process, students learn about Japanese economic history 
(the “Lost Decade”) and current attempts by government to generate economic growth. For teachers 
interested in comparative government, extension activities are provided for students to compare the 
success or failure of Abenomics to government stimulus plans in China and the United States. 

It is anticipated that this lesson can be completed in one 90 minute period.

Procedure
1. For background reading, given prior to the lesson, students look at the data showing the 

performance of the Japanese economy. Have them complete the pre-reading worksheet 
Background on Japanese Economy using the data provided.

2. When students arrive the next day, review the pre-reading worksheet, Background on Japanese 
Economy. Make sure that all students understand the dire circumstances of the Japanese 
economy, and how the government decided to step in and make a change.

3. Explain to students that they will be examining the policies of the current Japanese Prime 
Minister Shinzo Abe to see if they are effective in solving the economic slump.
◦ At this point, it might be a good opportunity to make a connection between this and the 

economic issues in the United States. Explain that by comparing how other countries handle 
an economic crisis, we can improve the way we manage our own.



4. Explain to students that “Abenomics” (the name for the prime minister's plan) consists of Three 
Arrows. Divide the students into three groups, and assign each group a different arrow.
◦ Note: Teachers have a great deal of flexibility in how they will do this. Students can be 

broken into three large groups and do the reading independently, or the teacher can form 
“subgroups” and have students work together before coming together with other students 
who researched their “arrow”.

5. Students are assigned their requisite “arrow” reading and complete the guiding questions on the 
worksheet titled Analyzing the Three Arrows.

6. Teacher brings students together to share their responses about each of the Three Arrows.
◦ Note: This can be done in a variety of ways, based on teacher needs. Think-Pair-Share is an 

option, as is direct instruction. Flexibility based on classroom needs and time is provided.
◦ If students struggle to understand the fiscal and monetary policy arrows, a simulation might 

work to demonstrate both. 
▪ The teacher can bring beans into class to represent money. Begin by giving students few 

beans. Bring in various items students might want (candy/soda/etc) and set a price for 
the items that is fairly high, high enough that few/no students can purchase it.

▪ Explain that this is what Japan was like during the Lost Decade, and refer to the data 
(few people had jobs, income was falling, etc).

▪ Explain that fiscal and monetary policy work to add money to the economy. Do this by 
giving many students in the class beans as a form of “stimulus.”

▪ Now, auction of more items, and have the students point out that when the government 
adds money to the economy, one consequence is that the money goes to citizens who 
can use it to buy things.

▪ Add even more beans into the classroom economy, and have students note how prices 
increase even more. Point out to them the consequences of too much government 
intervention: inflation and high prices.

7. Once students have a thorough understanding of the Three Arrows policy, they should complete 
the assessment, On the Mark or In the Quiver? Determining the Effectiveness of the Three  
Arrows Policy.

Extension Activity
The wonderful thing about a lesson in international economics is that it opens up whole avenues of 
discussion for teachers to extend or enrich the lesson. For teachers interested in comparative 
government, they could find a variety of different newspaper articles, some about economic growth in 
China using the Beijing Consensus, and other articles about the United States stimulus package. 
Students should read these articles, compare and contrast them with Abenomics, and craft an essay 
predicting which economic model they believe will be most successful. 

Other teachers might be more interested in having the students focus on the similarities and differences 
between the “Lost Decade” in Japan and the 2008 financial crisis in the United States. By looking at 
similar economic data, students could compare labor force participation, prices, and stock market 
movements to see how the crises differed or were the same. Gong further, students could apply the 
tools of Abenomics to the United States and make a prediction about the effectiveness.



Japanese Economic Data

Charts generated by the 
author using FRED 
database from the Federal 
Reserve Bank of St. Louis 
(FRED, 2013).



Arrow One: Monetary Policy
Japanese PM Shinzo Abe hails 'monetary regime change'
By Telegraph Staff and agencies
22 Jan 2013

Japan's prime minister Shinzo Abe declared a "monetary regime change" on Tuesday as the central 
bank bowed to government pressure, setting a 2pc inflation target aimed at helping the country emerge 
from its prolonged bout of deflation.

Mr Abe began lobbying the central bank to ease monetary policy even before he took office late last 
month, saying more aggressive action was needed for the world's No. 3 economy to escape from years 
of falling prices that can dull consumer spending and business investment.
Bank of Japan governor Masaaki Shirakawa vowed to achieve the inflation benchmark "as soon as 
possible," but said that bold efforts were also needed from the government in order to achieve the 
target.

Markets have rewarded Mr Abe's campaign pledges with a rally in the benchmark Nikkei 225 stock 
index, which has gained nearly 22pc in the past year, mostly in the past few months.
As expected, the central bank pledged to expand its asset purchases, buying about 13 trillion yen 
(£91bn) in assets per month from January 2014 including Japanese government bonds and treasury 
bills. Its current asset purchase scheme will continue until the new plan comes into effect.

Critics of the government's strategy of pushing for more inflation argue that it will do little to stimulate 
real demand in the economy if it pushes up prices without accompanying gains in purchasing power.
___________________________________________________________________________________

Charts 
generated by 
the author 
using FRED 
database from 
the Federal 
Reserve Bank 
of St. Louis 
(FRED, 2013).



Arrow Two: Fiscal Policy
Japan’s Abe Unveils 10.3 Trillion Yen Fiscal Stimulus
By Keiko Ujikane & Mayumi Otsuma
11 Jan 2013

The Japanese government will spend 10.3 trillion yen ($116 billion) to drive a recovery from a 
recession in Prime Minister Shinzo Abe’s first major policy initiative to end deflation and boost growth.

About 3.8 trillion yen will be for disaster prevention and reconstruction, with 3.1 trillion yen directed to 
stimulating private investment and other measures, according to a statement released today by the 
Cabinet Office. Extra spending will increase gross domestic product by about 2 percentage points and 
create about 600,000 jobs, the government said.

The stimulus will “be a big lift for Japan’s economy,” said Kohei Okazaki, an economist at Nomura 
Securities Co. in Tokyo, which this week raised its growth forecasts for Japan. “It will put more 
pressure on the central bank for easing because the government can push out its chest and say that it’s 
doing what it can.”

The government will compile a 13.1 trillion yen extra budget in the current fiscal year to help pay for 
its stimulus package. Some of the funding will be from selling about 5 trillion yen in bonds, the Cabinet 
Office said. Additional bond issuance for this fiscal year will be about 8 trillion yen including a 
previously announced plan to sell 2.6 trillion yen in so-called bridge bonds to cover pension payments.

The total size of the economic measures will reach 20.2 trillion yen when local government and private 
sector contributions are taken into account, the government said. The job and GDP effects calculated by 
the government are based on its estimate of the overall economic impact of its policy.
Abe’s extra spending will help deliver real annualized GDP growth of 3.5 percent in the second quarter 
of this year, Nomura said in a report this week. The brokerage raised its GDP forecast for the fiscal year 
starting in April to 1.8 percent from 1 percent, citing the impact of the stimulus program and improved 
prospects for exports with the weaker yen and a recovery in the U.S.

Charts generated by 
the author using 
FRED database from 
the Federal Reserve 
Bank of St. Louis 
(FRED, 2013).



Arrow Three: Japan Revitalization Strategy
Japan Revitalization Strategy
Office of the Prime Minister of Japan
14 June 2013

(1) Unleashing the power of the private sector to the fullest extent

The Government will strongly support companies trying to strengthen their competitiveness by enhancing 
capital investment and structural reform, and by reducing tax burden of the companies with bold tax 
incentives on capital investment. 
 
It is the private sector that will get the ball rolling, and therefore, Government measures must be designed for 
company managers to muster up the determination to make decisions, take actions, and compete with the 
world.

To encourage such moves by company managers, the Government will boldly promote capital investment and 
creation of new businesses at unprecedented speed. In addition, to ensure that shareholders and other 
stakeholders proactively support the forward-looking initiatives by company managers, corporate governance 
will be reviewed so that Japanese companies will excel in international competition. 

(2) Participation by all & fostering human resources who can succeed in the global competition 
 
Human resources are precisely the greatest resource that Japan boasts to the world. One of the biggest factors 
contributing to the grim outlook of the Japanese economy and society and to the economic slowdown is the 
insufficient exploitation of the potential of human resource capabilities amid the declining birthrate and aging 
population. 

Promoting women’s participation in the labor force and management will lead to the creation of new services 
and products that will reflect a diverse sense of values more than ever before, and bring vitality to the entire 
society. Besides, if more households will be with double incomes, it will lead to the increase in household 
income as well as purchasing power and set into motion a virtuous economic cycle, so that the people will 
enjoy a greater sense of fulfillment. 
 
Therefore, the Government will aim to raise the women’s labor participation rate to the world’s highest level 
by providing childcare arrangements and other services so that working couples can raise their children with a 
sense of security and by supporting women’s return to the workplace following their childcare leave as well 
as promoting the proactive recruitment of women. 

(3) Creating new frontiers

The only way to sustain economic growth in the medium- to long-term, is to either create an entirely new 
market by developing pioneering products, services, and systems; or to go after a larger share of the pie which 
has increased in the growing and expanding international market. 

The Government will drastically strengthen the headquarter functions of the Council for Science and 
Technology Policy, identify strategic areas where Japan shall not lose out to international competition, and 
organize a “dream team” into which the human resources, intellectual properties, and funds of the 
Government, universities, and the private sector will be injected intensively, in order to succeed in global 
competition in new frontiers and to create new growth sectors. 



Background on Japanese Economy
1. What has happened to the labor force participation rate in Japan over the past 30 

years?

2. Explain how a decrease in the labor force participation rate might cause an 
economy to decline.

3. Describe the movement of the Japanese stock market since the mid-1980s.

4. Based on  your answer in question 3, what has happened to the wealth of Japanese 
consumers and businesses? What effect does this have on the country's economic 
health?

5. What does the data show is happening to prices over the past 10 years or so in 
Japan?

6. What does your answer in question 5 suggest about the level of spending in the 
Japanese economy?



Analyzing the Three Arrows
Arrow One: Monetary Policy

1) What is the plan for the Central Bank of Japan?

2) How will this plan revitalize the Japanese economy?

3) Looking at the data, has this plan been effective? What will happen if it is TOO effective? 

Arrow Two: Fiscal Policy
1) How does the data suggest that Japanese government spending changed before the Three Arrows strategy 
compared to after?

2) How will this plan revitalize the Japanese economy?

3) What sort of things will the money be spent on? Do you think these are good or bad projects? Explain. 

Arrow Three: Japan Revitalization Strategy
1) What is the government's plan to help businesses with taxes, and why will this help?

2) Why might increasing workforce participation for women revitalize the Japanese economy?

3) In the future, will Japan be looking at internal or external markets? Why is this strategy important? 



On the Mark or In the Quiver? Determining the  
Effectiveness of the Three Arrows Policy

As you have studied today, Japanese Prime Minister Shinzo Abe is using an aggressive strategy 
composed of “Three Arrows” to try to revitalize the Japanese economy. This is important not just for 
the people of Japan but for consumers around the world, who depend on the Japanese market for both 
imports and exports.

Using what you learned in class, compose a well-developed essay which answers the following 
questions. This essay is worth 33 points.

• Using the data provided, describe the conditions of the Japanese economy during the “Lost 
Decade.” [5 points]

• Explain the basic principles of Abenomics.
◦ What are the Three Arrows? [3 points]
◦ How do they work together to solve the problems of the Japanese economy? [5 points]

• Arrow One
◦ How will the monetary policy of Abenomics help solve the problems of the “Lost Decade”? 

[5 points]
▪ Be sure to cite economic data in your response

• Arrow Two
◦ How will the fiscal policy of Abenomics help solve the problems of the “Lost Decade”? [5 

points]
▪ Be sure to cite economic data in your response

• Arrow Three
◦ How will the corporate revitalization strategy of Abenomics help solve the problems of the 

“Lost Decade”? [5 points]
▪ Be sure to cite economic data in your response

• What are three potential problems with Abenomics? Why might it not work? [5 points]

View of Tokyo business 
district, taken by author 
July 4th, 2013.


