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Based on analysis of the background of global production chain formation, this article proposes the
concept of “deconstruction” of global production chains and discusses the three main reasons for the
deconstruction. By analyzing the shock of Japan’s earthquake on global production chains, it focuses
on the earthquake’s impact on global industries and the global economy, and in particular, discusses
its impact on the Chinese economy from the perspectives of industrial association, trade relations and
China’ s trade deficit with Japan. In addition, this article discusses the challenges for the Chinese
economy from different angles and concludes that the biggest challenge lies in the fact that some
industries have been “captured” by multinationals and become dependent on the global production
chains.
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The recent earthquake in East Japan has to some extent damaged the infrastructure in the affected area,
hence shocking the supply chains of the real economy and manufacturing. However, thanks to its stable
and developed financial system, its response to the crisis was quick and proper and the crisis relief
funds have been allocated promptly after the disaster hit the nation. Furthermore, in handling the
post—crisis yen appreciation, the monetary sector’ s response was also appropriate, hence maintaining
stable capital flows both domestically and overseas. In the short term, the crisis has not had any
significant impact on the global capital market. Nonetheless, in the longer term, if Japan is not able to
tackle its deep—rooted structural problems, it may face the crisis of fiscal bankruptcy, which may in
turn have a profound impact on the global capital market.
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Interest group politics plays a significant role in the formation of Japan’s FTA policy. Its evolution
could be explained as the balance of dynamic gaming among different interest groups in face of external
shocks. Due to new constrains of external shocks, the changing lobbying power of different interest
groups has changed endogenous variables of the objective function of Japanese bureaucracy and the
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