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The Great Disconnect: The Decoupling of Wage and Price Inflation in Japan
(with Anil K. Kashyap)

Abstract
We take some well-known observations about the structure of the Japanese labor
market and add new evidence about how it has evolved to study inflation in Japan. Our
key finding is that labor market dynamics shifted after 1998 so that measures of labor
market tightness and wages weakened noticeably. This change was accompanied in a
break between wages and prices, so wage inflation is no longer an important

determinant of price inflation.
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