Recession in Japan? Yes, but...
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There is no argument that Japan has entered a technical recession. But there is a great deal of argument in Japan over whether it's as bad as it sounds. And there is no sign -- as yet -- of any major ill-effects for California. 

"Economy descends into new recession," the Tokyo News said, correctly noting that economists define a recession as two successive quarter of shrinkage in total economic activity. 

"The decline, attributable largely to the slowdown of consumer spending, supports the growing fear that the economy has entered into a contraction phase," the Mainichi Shimbun said, "as the government and the Bank of Japan are desperately trying to put the brakes on deflation." 

"Economy loses steam, but don't call it recession," the Asahi Shimbun said. "The government prefers to view it as a period of leveling off. A chance for the economy to catch its breath, if you will." 

These and other Japanese newspapers found economists on both sides of the question of whether the economy was really in trouble or not. They even found a quote in the middle, from a key government official. 

"The economy is moving almost sideways," said Heizo Takenaka, Japan's minister for economic policy. 

What the Tokyo government announced this week was (a) that the Japanese economy shrank slightly in the fourth quarter, and (b) that it was revising its third quarter report of slight growth to show shrinkage then as well. Since previous months had also shrunk, that makes a lot of what economists, who are better at numbers than words, call "negative growth." 

Japanese corporations have seen their health improve in recent months, and their capital spending has increased. But companies often improve their health by cutting pay and cutting positions. Japanese consumers have seen their income become less predictable, and they're spending more cautious. Japan, like the United States, gets about two thirds of all its economic activity from consumer spending. 

Japan is the second largest destination for California's exports, exceeded only by Mexico. 

Last year $13.3 billion in California exports landed on Japanese shores. Over 30 percent of that number -- more than $4 billion -- was in computer and other high-tech hardware, according to Joanne Vliet, director of the Silicon Valley U.S. Export Assistance Center, part of the U.S. Commercial Service, an agency of the U.S. Department of Commerce. 

The second largest California export category to Japan is industrial machinery, accounting for 15.6 percent of last year's exports to Japan. 

There are no precise numbers to show how much of the state's exports to Japan came from Silicon Valley companies although the region is the state's center for high tech manufacturing and development, the export center notes. 

