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Figure 3. Trend of Deflationary Gap in Japan (real values at 1985 factor cost)
By the use of ‘original weights’ at factor cost account (1970 actual value = 100)
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Figure 4. Trend of Deflationary Gap in Japan (real values at 1985 factor cost)
By the use of *adjusted weights’ at factor cost account (1970 actual value = 100)
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terms from the series of real GDP at market
prices.®® Aggregation weights for inputs of
the factors of production, labor, and capital
were calculated from the GDP account at
factor cost for 1985: i.e. 0.58 for labor and 0,
42 for capital.®¥

23)  The series of real GDP at factor cost is derived from
the official ‘68 SNA' GDP account as follows.

(calendar year; trillion yen)

1870 1985 1990 1993 1995 2000

@GDP at 1985
market prices

@Indirect taxes at

1717 320.4 399.0 419.8

103 213 287 304

1985 market
prices*

@GDP at 1985 fac- 161.4 299.1 370.3 389.4
tor cost (D-@)

@GDP at 1990 4523 461.9 486.0
market prices

(®Indirect taxes at 321 341 396
1990 market
prices*

®GDP at 1990 fac- 420.2 427.8 4464

tor cost (D-®)

@Linked index 100.0 185.3 229.4 241.3 2457 256.3
((1970=100)**

* Net of subsidies. Values at current prices have been
deflated by ‘GDP deflator’.

** The series of D has been liked with the series of ® at
1993.

Sources: EPA] and Cabinet Office of Government,
Annual Report on National Accounts, 1995, 2000 and
2002, and the official announcement of ‘68 SNA' esti-
mate for 2000 on the internet home page of Cabinet
Office, posted on June 21, 2001.

24) For imputation reckoning to estimate the factor cost
account of GDP by end use, as a matter of fact, almost
all the values of indirect taxes net of subsidies must be
subtracted from ‘private final consumption expendi-
tures’ at market prices. It means, in the total values of
government expenditures there would be little changes
through such imputation reckoning. Its implied corol-
lary is that the subtracted values of indirect taxes net
of subsidies should be treated as an imputed fictitious
addition to direct taxes, e.g. income tax. After due
consideration, the author has tried to derive the aggre-
gation weight for labor inputs as the ratio of ‘actual
value of the compensations for employee/value of GDP
at factor cost’ in 1985. The value of employee compen-
sation in 1985 is 173.1 trillion yen (see EPAJ, Annual
Report on National Accounts, 1995, p.140), and the 1985
value of GDP at factor cost is 299.1 trillion yen (as cited
in Footnote 23). Therefore, the weight for labor inputs
is 0.58 (= 173.8 + 299.1), and the weight for capital
inputs is 0.42.

In case the adjustments for imputation of
the incomes of small non-incorporated pri-
vate enterprises are applied to the factor cost
GDP, the derived adjusted weights are 0,62
for labor and 0,38 for capital.?®

Calculated results of the deflationary-gap
and increases in required capital/output ratio
based on the factor cost GDP for 1995 and
2000 are shown in Table 2(B). Computed
values of the deflationary gap are 26.1-41.1%
for 1995 and 31.3-46.5% for 2000 when the
original weights were used, and 19.8-35.2%
for 1995 and 24.8-40.5% for 2000 where the
adjusted weights are applied. However, if we
assume that the probable limitation to
changes in required capital/output ratio may
be around 1.7 to 1.8-fold increase from 1970
to 1995 as discussed below, the realistically
meaningful values of the deflationary-gap
would be 31.5-41.1% for 1995 and 36.8-46.5%
for 2000 in the case of ‘original weights’, and
about 35% for 1995 and 40% for 2000 in the
case of ‘adjusted weights'. The computed
values of deflationary-gap based on the fac-
tor cost GDP are also not insignificant.

8. Computed Results

Computed results of the deflationary gap in
Japan for 1995 and 2000 by the above-stated
estimation procedure are summarized in
Table 2 (A) and Table 2 (B), and its long-term
trends from 1970 to 2000 are shown in Appen-
dix Tables 2 [1] - [4] and Figures 1-4.

25) The adjusted value of employee compensation inclu-
sive of a part of the income of non-incorporated private
enterprises in 1985 is estimated as 186.4 trillion yen as
cited in Footnote 22, For the factor cost account, the
adjusted weight for labor inputs is calculated as 0.62
(= 1864 + 299.1). The weight for capital is 0.38.
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It should be noted here that increases in the
‘required capital / output ratio’ are relatively
small in cases where the value of & is rather
high (e.g. 1/3 or 1/3.5). However, in cases
where the value of & is rather low (e.g. 1/4 or
1/5), the ‘required capital / output ratio’
shows relatively large increases. In sum, a
larger increase in ‘required capital / output
ratio’ entails a smaller rate of technological
progress.

As cited above, during the two decades of
the 1970s and 80s, the technological progress
in high-tech sectors of Japanese industry was
obviously excellent as an undeniable histori-
cal fact. At the same time, in Japan, these
decades were also an era of remarkable
structural changes in the manufacturing
branch for shifting from the capital intensive
‘big plant industry’ to the knowledge inten-
sive ‘small-goods’ high-tech industry. Insofar
as any effects of idle capacity arising from
insufficient total demand were conceptually
excluded, there were no definite reasons for
large increases in ‘required capital / output
ratio’ for the manufacturing industry in
Japan in those days. As calculated in Table 1,
if one were to strictly follow the EPA]J's data
compiling, a very large increase in the
‘required capital / output ratio’ such as 2.3
times during 1970-93 entails an extremely
low rate of technological progress as 0.15%
per annum, which is virtually non-existent.
Close examination of the computed results in
Table 1 reveals that the calculated rate of
increases in ‘required capital / output ratio’
larger than 2 times during the period from
1970 to the first half of 1990s is too unrealistic
and implausible. It seems that the plausible
limit to increases in ‘required capital / output
ratio’ is around 1.7 to 1.8-fold for the same

period. Therefore, a value such as 8= 1/5
would be an underestimate of the economic
efficiency of Japan. Even a value of 6= 1/4
tends to underestimate Japan's economic
performance. In light of the computed results
shown in Table 2 (A) and Table 2 (B), we
conclude that the deflationary gap in the
Japanese economy in the mid-1990s amounted
to around 30-459% of the potential full-
capacity GDP. Noticably large gap values for
2000 of 40-509% are shown in Tables 2 (A) and
2 (B).

9. Comments in Response to Criticism

by Professor Sato

Professor Kazuo Sato criticized the calcu-
lations presented in the author’s previous
paper that the experimental-exogenous set-
ting of the values of & ratio for simulation
work entails some arbitrariness.*® In this
regard, as a replying comment to Prof. Sato,
the author would like to emphasize that we
must carefully watch two points in any esti-
mation study of the deflationary-gap. One is
the computed rate of increase in required
capital/output ratio, which is exclusive of
idle-capacity effect. The other is the value of
the implied rate of technological progress,
namely ‘Solow's residual’ as an ex-ante pure
concept excluding ex-post idle-capacity
effect. Values of & ratio are nothing but a
good synthetic indicator for the rate of tech-
nological progress. As described fully above
and also in the author's previous paper, in
every case where we get the computed results
of rather smaller sized deflationary-gap as
less than 25% or thereabout for the recent

26) Sato (2001, pp. 24-25).
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Japanese economy, the rate of technological
progress and the rate of increases in required
capital/output ratio cannot be plausible val-
ues. The author has very carefully observed
these two points and is obliged to consider
that the permissible limit of calculated rates
of increases in the required capital/output
ratio would be 1.7 to 1.8-fold for the period
from 1970 to 1995 in Japan. It means that the
value of & ratio as 1/5 is inappropriate
because of some underestimations of techno-
logical progress in case of calculations with
the ‘original weights’ for real GDP at market
prices. As shown in Table 2 (A), the values of
¢ ratio as 1/5 and 1/4 are similarly not
plausible for computations with the ‘adjusted
weights' for real GDP at market prices. As
for the computations based on factor cost
GDP, with similar considerations, the values
of ¢ as 1/5 and 1/4 should be treated as
inappropriate in the case of using ‘original
weights’. Similarly, values of ¢ ratio as 1/5,
1/4 and 1/3.5 are not permissible for calcula-
tions based on factor cost GDP with ‘adjusted
weights’ (see Table 2(B)). A point of concern
is that the estimated results of the de-
flationary gap for recent Japan computed by
many economists (including Professor Sato)
other than the author could not meet these
two essential points cited here.

10. On Okun’s Law

As is widely known, the empirical finding
by Arthur Okun about the US economy was
that, for example, a 1% decrease in the rate
of unemployment (in other words, a 1%
increase in the rate of employment), bringing
about some increases in the participation
ratio and average hours worked per head of

employed persons would result in around 2%
growth of the total labor inputs in terms of
total annual worked hours. This 29 increase
in total labor inputs would then bear a 1%
rise in labor productivity, and would ulti-
mately bring forth 3% growth in GDP.2»

When we denote the ratio of ‘rate of
increase in labor productivity (%) / growth
rate of real GDP (%)" as ¢, Okun’s finding
can be summarized as:

Rate of real GDP growth (%) =rate of
increase of total labor inputs (%) / (1—@).

According to Okun’s study, the value of 4
in the US economy in 1960s was around 1/3.
However, the Japanese economy during 1980s
and 1990s showed rather higher values of the
& ratio of 0.75 for 1980 — 1990 and 0.83 for
1980 — 1995,

The ratios of ‘full-employment total labor
inputs/actual total labor inputs’ (in terms of
the total worked hours) in Japan are 1.0653
for 1990 and 1.1331 for 1995.2 Hence, the
probable increases (%) of real GDP can be
calculated as 26.1% (= 6.53 + (1 — 0.75)) for
1990 and 78.3% (=13.31 + (1 — 0.83)) for 1995

27)  Okun (1973, pp. 211-213).
28) The trend of labor productivity can be derived as
follows.

1990 1995
(DThe number of employed persons 11290 116.64
(1980=100) B )
®@Average weekly hours worked 09807 0.9313
(1980=1.0)*

@ Total hours worked (D x®) (1980 =100)

110.72  108.63
@ Real GDP (1980=100) 149.61 160.73
® Labor productivity (@+@) (1980=1.0) 13512 1479

®Annual growth rate of labor
productivity (%) 3.06 2.65

* per head of employed persons

Sources: For (D and @, see Bureau of Statistics,
Monthly Statistics of Japan, back number series. For @),
see footnote to Table 2.
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when full employment is achieved. This cal-
culation is an approach to estimation of the
deflationary gap through another method
using ‘Okun’s law” namely, the calculated
deflationary gap being 20.7% (=[1-(1+
1.261)] % 100) for 1990 and 43.9% (=[1—-(1+
1.783)] x100) for 1995. The computed values
of the ‘deflationary gap' seem rather large,
although the calculation does not include the
effects of induced increases of the ‘participa-
tion ratio’.

Though Okun's method is merely an esti-
mated empirical approach, the calculation
shown above suggests that the sizes of the
recent deflationary gap in Japan cited in
Tables 2(A) and 2(B) computed by the author
in this study would not be an overestimation,
but are rather quite plausible.

If we substitute some employment level
corresponding to any of the ‘natural rate of
unemployment’ instead of full employment, a
calculation with Okun’s method would result
in a somewhat smaller value of deflationary
gap than the above.”” However, as discussed
in Section 4 above, the author does not agree

29) Derivation of the ratios is as follows.
1990 1995

@The actual number of employed per- 1227 1268
sons (1970=100)

@Average weekly hours worked 0.9481 0.9004
(1970=1.0)*

@ Total actual hours worked (Dx @) 1163 1142
(1970=100)

@Total full employment worked hours 1239 1294
(1970=100)
@Full employment/actual employment 1.0653 1.1331
@+@)
* per head of employed persons
Sources: For (D and @, see Bureau of Statistics,
Monthly Statistics of Japan, back number series. For @,
see Appendix Table 1.

30) See Harada and Iwata (2002, pp.23-25), Chapter 2 by
Noguchi. However, the usage of the word 'natural rate
of unemployment’ by Noguchi is definitely different
from the neo-classical Lucasian concept.

with such a procedure.
11. Conclusion

The theoretical framework in the present
study is quite clear and widely acceptable. All
the computations relied upon the standard
database of the- official statistics of Japan.
Any artificial alteration or modification to
the official statistical data was avoided
except for derivations of the ‘adjusted
weights’ in Section 6 and of the GDP account
at factor cost in Section 7. Upward or down-
ward biases may be more or less involved in
these official statistical data. However, the
wide range of the exogenously assumed val-
ues of ¢ for simulation may make up for the
large portion of the distorted effects of such
biases.

From both computations using the ‘original
weights’ or ‘adjusted weights’, as shown in
Tables 2(A), 2(B), Figures 1-4, and Appendix
Tables 2 [1] - [4], we see that the de-
flationary gap in recent Japan is strikingly
and undoubtedly great.

Finally, the most important two findings
noted in the author’s previous paper and in
this study should be noted here again.?"

1. As indicated in Figures 1-4, even in 1990,
the peak year of the ‘bubble’ period, the
deflationary gap in the Japanese economy did
not disappear. Its reason is easily conceivable
because the average yearly growth rate of
real GDP during the ‘bubble’ period (the three
years from 1988 to 1990) was 5.2 %, while the
average rate of real GDP growth in the
period of 1973-87 (the fourteen years from

31)  Niwa (2000, p.255).
32) See EPAJ (1995, pp. 118-121).
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1974-87) was 3.6 % per annum.*® As is widely
known, 1973 was the final year of the high-
speed growth era in Japan. The growth rate
of 3.6 % per annum during 1973-87 was about
1/3 of the average yearly growth rate in the
1950s or 1960s. Due to the drastic decline in
the growth rate, a large deflationary gap
appeared during 1970s and 1980s. In the ‘bub-
ble’ period, the expansion in total effective
demand for currently produced goods and
services was not so large despite various
speculative activities, so that the increase in
the growth rate of real GDP was a mere 1.6
9% per annum (5.2 — 3.6 = 1.6) and continued
for only three years. Therefore, the de-
flationary gap did not diminish even during
the ‘bubble’ period.

2. As shown in Figures 1-4, successive
breeding of the deflationary gap in the
Japanese economy was not a cyclical phe-
nomenon but a long-term cumulative trend.
On the ‘supply side’ of the recent Japanese
economy, there are seemingly no serious
barriers to the economic growth, because the
potential GDP in real terms is much larger
than the actual real GDP. Therefore, the
cumulative tendency of deflationary gap has
originated from the ‘demand side’, i.e., from
the long continuing stagnant trend of total
demand. On the basis of the computed results
of this study, it should be estimated that, the
loss of potential real GDP in Japan resulting
from the cumulated deflationary gap would
approximately be 4,000 trillion yen at 1990
constant prices (in the case of calculation
with ‘original weights’ and simulation by 6=
3.5) since the first half of 1970s to 2000, quite
an enormous value. In modern-day Japan, a
policy to sharply bend the long lasting trend
of stagnant total demand upwardly is urgent-

ly needed.

Supplement: Critical Comment on the Com-
putations by the Government Cabinet Office

EPA]J was incorporated into the Govern-
ment Cabinet Office in 2001, causing some
alterations to be made to the estimation
method of the ‘deflationary gap’ (or ‘GDP
gap’) in the new series of the White Paper
edited by the Office.®® The Cabinet Office
tried to compile and apply some capacity
utilization index for sectors other than the
manufacturing industry. For the estimation
of the production function, calculation of the
multiple regression measurements was not
included. Under the new system, the ‘de-
flationary gap’ was calculated as the down-
ward deviation of GDP from the ‘potential
GDP level’, not the simple ‘average trend
line’. These changes may have somewhat
improved the methodology.

Unfortunately, the Cabinet Office calcu-
lated the ‘potential GDP’ as an extremely low
level, which is practically the same as the
simple average trend line. The implausible
result may be attributable to the following
four reasons:

I. The Cabinet Office's calculation depends
upon an extensive use of capacity utilization
index for fixed capital stocks, and the Office
tried to compile a new index of capacity
utilization for the non-manufacturing sectors,
which could be considered as an improve-
ment. Even so, the official MITI (or METI)
index of capacity utilization for the manufac-
turing industry has serious shortcomings as
discussed in Section 2 of the text. Because of

33) See Cabinet Office (2001, pp. 119-120 and 226-228).
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insufficient sensitivity of the MITI (or METI)
index of capacity utilization to recession or
slump, its extensive use by the Cabinet Office
would inevitably breed some underestima-
tions of the idle-potential capacities during
times of depression.

II. In the Cabinet Office’s calculation, the
potential level of capacity-utilization for the
fixed capital stock was chosen through some
empirically estimated function for the capac-
ity utilization index with a definite value of
‘DI index’ of the enterprises’ attitude for
fixed capital operation (which is compiled by
the Bank of Japan) as the regressor.** During
the past decade, all values of the ‘DI index’ of
the enterprises’ attitude, even its peak values,
always corresponded to very low growth rate
of GDP. This fact may surely be a very
important cause for underestimation of the
size of idle-potential capacities.

I1I. For calculation of the aggregate inputs,
the Cabinet Office applied the value 0.33 as
the weight for capital input. The weight value
is extremely small and inconsistent with the
GDP account’s data at market prices.*¥ As
stated in Section 4 and the footnote to Table
1, the ‘1985 weight' for capital input derived
from the official GDP account at market
prices is 0.456 (original weight) or 0.42 (adjust
weight). The relative share of capital earn-
ings in GDP at market prices has been very
stable during past three decades since the
1970s (see Footnote 17). The weight 0.33,
which is used by the Cabinet Office, is derived
from some transformed GDP account at fac-
tor cost. However, the Cabinet Office applied
this weight to the production function for real

34) See Cabinet Office (2001, op. cit., p. 227).
35) See Cabinet Office (2001, op. cit., pp. 226-227).

GDP at market prices, not at factor cost. It is
a seriously inconsistent procedure.

IV. The Cabinet Office estimated the un-
employment ratio (excluding frictional un-
employment) in recent Japan as (0 % or as
only a little less than 1 9.* In other words,
the research staff of the Cabinet Office
regard the economic conditions of Japan
during the 1990s and 2000-2001 as a full
employment situation, which is of course
extremely unrealistic reasoning. Undoubted-
ly, such a mistake is due to some incorrect
formula used in the calculation. The Cabinet
Office uses a stochastic function estimated by
the multiple regression method in order to
calculate the sizes of total and frictional
unemployment. For the function, the
‘vacancy rate’ of jobs in the labor market is
treated as a main regressor and the estimated
size of unemployment attributed to the re-
gressor is regarded as the ‘frictional un-
employment’. By subtracting it from the esti-
mated total unemployment, as the residual,
the size of deflationary unemployment is
computed. However, this ‘vacancy rate’ is an

indicator not only for frictional mismatching

in the labor market, but also a very impor-
tant indicator for macro deflationary-
inflationary situations. Therefore, the use of
such a calculation method would largely
exaggerate the computed volumes of ‘fric-
tional unemployment’ and unavoidably under-
estimate the ‘non-frictional-deflationary un-
employment’ extremely.
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Appendix Table 1. Aggregate ‘Full-Employment & Full-Utilization Index’
of Labor Force and Enterprises’ Fixed Capital Stock, 1970-2000

(1 2) Aggregate ‘full-employment & full-utilization index’

Full.employment level | Real fixed capital @) @

of labor force * stock of enterprises in | yoirhted geometric mean | The same series as (3)

(Actual employment all sectors * of (1) and (2) (based on factor cost

level in 1985=100) (at the beginning of (based on market prices account)*#

each year) account)¥
(1985 =100) (a) (b) © )

Year Original Adjusted Original adjusted
1970 90.48 29.71 54.45 56.68 56.68 59.26
1971 91.06 34.56 58.54 60.62 60.62 63.01
1972 91.29 39.17 62.07 63.99 63.99 66.19
1973 93.50 43.96 66.28 68.10 68.10 70.19
1974 93.23 48.86 69.44 71.07 71.07 72.93
1975 93.46 5347 7245 73.92 73.92 75.59
1976 94.44 57.86 75.53 76.87 76.87 78.40
1977 95.73 61.78 78.40 79.65 79.65 81.05
1978 97.13 65.71 81.28 82.43 82.43 83.73
1979 98.26 69.50 83.90 84.96 84.96 86.14
1980 99.20 74.17 86.89 87.80 87.80 88.83
1981 100.21 79.21 90.02 90.78 90.78 91.64
1982 101.38 84.42 93.26 93.87 93.87 94.56
1983 103.39 80.43 96.77 97.28 97.28 97.84
1984 104.07 94.37 99.53 99.88 99.88 100.27
1985 104.70 100.00 102.53 102.70 102.70 102.89
1986 105.69 111.57 108.33 108.12 108.12 107.89
1987 106.82 118.78 112.11 111.69 111.69 11121
1988 108.27 127.711 116.74 116.05 116.05 115.28
1989 110.08 135.34 120.96 120.06 120.06 119.08
1990 112.10 145.29 126.17 125.00 125.00 123.71
1991 114.22 156.88 132.00 130.50 130.50 128.86
1992 115.50 171.40 138.27 136.32 136.32 134.19
1993 116.14 182.16 142.60 140.31 14031 137.80
1994 116.68 190.18 145.79 143.25 143.25 140.48
1995 117.05 197.44 148.56 145.79 145.79 142.78
1996 117.83 205.06 151.70 148.70 148.70 145.44
1997 119.18 214.43 155.78 152.52 152.52 148.98
1998 119.28 225.05 159.33 155.73 155.73 151.82
1999 119.04 233.95 161.99 158.10 158.10 [5?88
2000 118.79 241.34 164.12 159.98 159.98 15551

# As cited in the text, it is operationally assumed that the rate of employed labor force and average hours worked per head of employed -

persons in 1970 are virtually equivalent to the conceptual conditions of ‘full employment'. Therefore, the index number .uf full-employment
level can be regarded as identical with the index number of actual total labor force (1985 =100) multiplied by 1.047 (in consequence, the

value of the index number for 1985 is 104.7 as cited in the table). The index of labor force can be easily derived from the official szatisticsl 3
published by the Statistics Bureau of Government of Japan. The coefficient 1.047 shows the difference ratio of the ‘rate of employed’

(adjusted for changes in hours worked) in 1970 compared with the corresponding rate in 1985. Derivation of the coefficient is as follows.
That is, the comparative ‘rates of employed’ in 1970 and 1985 unadjusted for hours worked are shown below.

Total labor force Employed Rate of employed
— (Millions of persons)—
1970 51.536 50.939 0.9884
1985 59.634 58.070 0.9738
— 08 —
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The average weekly worked hours per head of employed persons were 48.2 in 1970 and 46.7 in 1985. Conseqeuntly,
be computed as
(0.9884 + 0.9738) x (48.2 + 46.7) = 1.047.

Computations relied on the database, NEEDS, provided by Nihon Keizai Shinbun Sha. See aiso Burea
Minister (1974, Oct. pp.7-10, & 1989, Jan. pp.15-19),
# This is a linked index. The series of enterprises’ fixed capital stock in real term at 1985 prices (inclusive of construction work in
progress) compiled by the Econmic Research Institute of EPAJ for 1970-93 has been linked with the similar series for 1993-2000 in real
terms at 1990 prices. See the back number series of EPAJ, Japanese Economic Indicators Quarterly
EPAJ, National Economic Accounts Quarterly,
¥ (a) 'Original weight’ for labor (column (1)) is 0544 and weight for capital (column(2) is 0456, The weights are derived from the official
GDP account for 1985 (68 SNA) as the relative proportions of earnings for labor and capital. See EPAJ (1991, pp.80-81).

(b) ‘Adjusted weight’ for labor is 0.58 and for capital is 0.42, See Section 6 in the text.
## (c) ‘Original weight’ for labor (column (1)) is 0.58 and weight for capital (column (2)) is 0.42. See footnote 24 in the text. The computed
results of (c) is same to (b) due to same weights,

{d) ‘Adjusted weight' for labor is 0.62 and for capital is 0.38. See footnote 25 in the text.

the coefficient should

u of Statistics, Office of the Prime

and Economic Research Institute,

Appendix Table 2. (1] Results of Simulation
(Actual 1970=100)

J=1/3 1970 1980 1985 1990 1993 1995 1997 2000
(1) Actual real GDP mp 100 1554 186.7 2325 2445 2497 2665 262.8°
fc 100 155.6 1854 2295 241.3 457 2622¢  256.3°

(2) Full capacity real GDP (a) mp 102.6 205.1 262.4 357.0 428.1 455.1 488.5 528.0

(b)mp 1026 196.4 248.0 332.0 394.2 4174 446.4 479.5
(a) fc 102.6 196.4 248.0 3320 394.2 4174 446.4 479.5
(b) fe 102.6 187.1 2329 306.2 359.5 3791 403.9 430.7

(3) (1) + (2 (a) mp 09741 0758 0.712 0.651 0.571 0.549 0.546 0.498
(b) mp 08741 0.791 0.753 0.700 0.620 0.598 0.597 0.548
(a) fe 0974 0792 0.748 0.691 0612 0.589 0587 0.535
(b) fe 0.974' 0832 0.796 0.749 0.671 0.648 0.649 0.585

(4) Required capital/output ratio  (a) mp 97.4 121.7 1283 137.0 143.2 146.1 147.7 153.8

for (2) (b) mp 97.4 127.2 135.8 147.3 155.6 159.2 161.7 169.4

(a) fe 974 127.2 135.8 147.3 155.6 159.2 161.7 169.5
(b) fe 974 1335 1446 159.7 170.6 175.3 178.7 188.7

mp-- Real GDP at market price. fc-- Real GDP at factor cost.

#-- This is a linked index. The official real GDP (68 SNA) index at 1985 prices for 1970-93 has been linked with the similar official index

for 1993-2000 at 1990 prices. See EPAJ, Annual Report on National Accounts (1995, pp.118-121 and 2000, p.101). The value for 2000 (68

SNA) was posted (June 21, 2001) on the internet home page of Cabinet Office.

#- This is a similar linked index of real GDP at factor cost. See footnote 23,

(a)- By the use of ‘original weights'. See footnotes to Table 1 and Appendix Table 1.

(b}~ By the use of ‘adjusted weights'. See Section 6 in the text and aiso see footnotes to Table 1 and Appendix Table 1.

§--+ Exclusive of the minimum deflationary gap (i.e, 3%). As cited in footnote 21,

0.97 + 0.9452 = 1.0262. 100 + 102.62 = 0.97447% 0.974.

Lines (b)mp and (a) fc of (2) have a series of the same values. Lines (b)mp and (a)fc of (4) also have a sereis of same value similarly, because
the aggegation weights happened to be the same. See footnote to Appendix Table 1.
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Appendix Table 2. (2) Results of Simulation (Continued)

(Actual 1970=100)

#=1/35 1970 1980 1985 1990 1993 1995 1997 2000

(1) Actual real GDP mp 100 155.4 186.7 232.5 2445 249.7*  266.5*  262.8°
fc 100 1556 185.4 229.5 2413 245.7F  262.2°  256.3°

(2) Full capacity real GDP (a) mp 102.6 196.1 246.9 3294 390.4 4133 444.6 4749
(b) mp 1026 188.3 234.2 307.7 361.3 3811 405.9 4338

(a) fc 102.6 188.3 234.2 307.7 361.3 381.1 405.9 433.8

(b) fc 102.6 180.0 220.8 285.3 3314 3482 369.5 392.3

@O +@ (a)mp 0974% 0792 0.756 0.706 0.626 0.604 0.599 0.553
(b) mp 0974 0825 0.797 0.756 0.677 0.655 0.657 0.606

(a) fc 0.974'  0.826 0.792 0.746 0.668 0.645 0.646 0.591

(b) fe 0.974F  0.865 0.840 0.805 0.728 0.706 0.710 0.653

(4) Required capital/output ratio  (a) mp 974 1273 136.3 148.5 157.1 160.8 162.3 171.0
for (2) (b) mp 97.4 1326 143.7 159.0 169.7 174.4 1779 187.3

(a) fc 974 1326 143.7 159.0 169.7 174.4 177.9 187.3

(b) fc 97.4 138.7 152.4 1715 185.0 190.9 195.4 207.1

(a), (b), mp, fc, *, &, and §-+:+ See footnote to Appendix Table 2 (1) above.

Appendix Table 2. (3] Results of Simulation (Continued)

(Actual 1970=100)

a=1/4 1970 1980 1985 1990 1993 1995 1997 2000

(1) Actual real GDP mp 100 155.4 186.7 2325 2445 249.7*  266.5*  262.8°
fc 100 155.6 185.4 229.5 241.3 245.7° 262.28  256.3°

(2) Full capacity real GDP (a) mp 102.6 190.4 237.1 3121 367.0 3875 412.7 442.3
(b) mp 1026 183.1 2254 2924 340.8 358.6 380.8 405.7

(a) fc 102.6 183.1 2254 2924 340.8 358.6 380.8 405.7

(b) fe 102.6 1754 2131 272.0 3139 329.0 348.1 368.6

(3@ + @ (a)mp 0974 0816 0.787 0.745 0.666 0.644 0.646 0.594
(b)ymp 0974%  0.849 0.828 0.795 0.717 0.696 0.700 0.648

(a) fc 0.974%  0.850 0.822 0.785 0.708 0.685 0.689 0.632

(b) fe 0.974 0.887 0.870 0.844 0.769 0.747 0.753 0.695

(4) Required capital/output ratio  (a) mp 97.4 131.1 142.0 156.7 167.1 1715 174.9 183.7
for (2) (b) mp 974 136.4 149.3 167.3 179.9 185.3 189.6 200.2

(a) fc 974 136.4 149.3 167.3 179.9 185.3 189.6 200.2

(b) fe 974 1424 158.0 179.8 195.4 202.0 207.3 2204

(a), (b), mp, fc, *, & and §------ See footnote to Appendix Table 2 (1) above.
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Appendix Table 2. (4) Results of Simulation (Continued)

(Actual 1970=100)

§=1/35 1970 1980 1985 1990 1993 1995 1997 2000

(1) Actual real GDP mp 100 155.4 186.7 2325 2445 249.7*  2665*  262.8*
fc 100 155.6 185.4 2295 241.3 245.7%  262.2F  256.3°

(2) Full capacity real GDP (@) mp 102.6 183.4 2254 291.7 339.6 3574 379.2 404.7
(b)mp 1026 1768 2149 2744 316.8 3323 3515 3731

(a) fc 102.6 176.8 214.9 2744 316.8 3323 3515 3731

(b) fc 102.6 169.7 203.8 256.3 293.2 306.4 3231 3409

@) M+ @ (a)mp 09748  0.849 0.828  0.804 0720  0.699 0.703  0.647
(b)mp 0974 0.881 0.869 0.855 0.772 0.751 0.758 0.704

(a) fc 0.974°  0.880 0.863 0.836 0.762 0.739 0.746 0.687

(b) fc 0974 0917 0.910 0.895 0.823 0.802 0.811 0.752

(4) Required capital/output ratio (a) mp 97.4 136.2 149.3 167.7 180.6 186.0 190.3 200.7
for (2) (b)mp 974 141.2 156.7 178.3 193.6 200.0 2053 217.8

(a) fc 974 141.2 156.7 178.3 1936 200.0 2053 2178

(b) fc 974 147.1 165.2 190.8 209.2 216.9 2234 2383

(a), (b), mp, fc, *, & and §-- See footnote to Appendix Table 2 (1) above.
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Efficiency Analysis in Water Utilities using Stochastic Cost Frontier
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Abstract
In this paper, stochastic cost frontier is estimated using sample data from Japanese water
utilities, and also overall efficiency, economies of density, and economies of scale are estimated.
The result of the estimation is that average overall inefficiency is about 0.10~0.13, economies
of scope exits, and economies of scale does not exit at the sample mean.
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Abstract

This writer deals with, first of all, such cases as Ohakweh’s tourism multipliers (income and
employment) and so on, secondly, Archer-Ozawa’s tourism income multiplier theory (model 1
and 2), furthermore, my essays on tourism (income) multiplier theory according to the models
of 1 and 2, finally, some statements on multiplier and the like. I divide importation (import) into
producer goods and consumer goods as for the model 1; then separate exportation (export) into
the lodging sector and the no lodging sector, and argue three types (3 cases respectively) under
consideration of investment function as to the model 2.
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14) /MR [1987], pp.1-2.
15) kv ¥4, pp.2-4.
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FEL, HTEAKRLELTIFIAT (FhEh
35—R) FHRET 5.

4.1 (F=F+—NREFN1) OEE

ZITRE, EFLVITRWbRIEM D
BA @A) 2, Mo iDEEMOMA (B
A) EMeinEBRMOBA BA) cad
LT@EET 5, LicdoT, Mi=Mi+m:Y:
i3, Mu=Mu+muY: & Mie=Me+mY:i 2
BERILNE (EFA1IEm TiEE{ m*%
HuTuway, RE0ERERALTH3).

FNENDESNERIE, C:i i DHREH,
G i DEFFEL, T i DEFEH, Ma:iD
HEREBOBA BA GEA), M. iDEEM
DEEA BA A, Tu:iDEidr b0
B B . i DEUFEF, 2BRWTHRNbLNZE
ZREE Nz,

KDL R AER L HRMRERET 5.

Y.‘m C;‘+I;+G;‘* 7‘£+X|'_“M|'k_Mic,
Ci=Ci+cd Yi— Tt B:)
—cs( Yi— Tu+B)

L+ G- X idEmMIchEE N2 LD LRE
T 5. ZB, EEMmaawEEkL, Cit
EHRTHE, FITRDLI TR S,

Ii= I.—, Gi= (-;-.‘, Xi:Xf
F iz,

T.': t;‘( C.‘), M =M_ﬂc+ Mik Yi,
Mie=Mi+mi¥s, Tu=Twattuls
Bi=Bi—b:Y:

WEBMATEESE Y (Bt R AE(L)

ERTAEZGEHFMLIFELTAB L, X
DL URERERNSHUYTE S,

dK/AE.‘:l/{l—(C.‘—Cu— f;'Cn‘)
(1= tia = ba) + M+ mic)

EROFEEMEFEFNV1IDAERL TS
DL, FEHDO m (EFN1TIEm A, ma

+mi CEEL TR EIATH B,

(Ecftif))

Ao g 0048 02, 8503, e 10.2,
b:20.1, mu: 0.4, me:03ELS &, B
fif120.748512% %, L BAAHMHOI) KHiz k
S THERHMITKESLDEL LTS,

4.2 (P—F+——NREFNL) OEE—*D1

EFNZOD X LI OB AL W LEE 6
H) %, Xo !l i B AL LEH
(i) (FEiAEM) & X, 8t ¢ o 8L
Afgw L ad) (FEFIAMM) cadliL
Twikd 5, TOZ LW, Aitke T 5IERMEA
ALi=hAY i+ hidXo+hidX,, TRMEINS,
e, i DBFXL G 1L, Halifbkaoizdha -
ZFrELTRY. uB, ETLVOEMDS
HBFETES LIS, TG L NEERBOM
BHEHAWLNTWS,

BENE®RIE, b Y, Xo XeloHFam
WERE, FRVWTHRD ESMI N,

CITRETAAMRAENE, KDL
DTH5,

Yi=Cit I+ Gi+ Xo+ Xo— Mu— Mec

HRS W L RN ENTNNEILIC2WTIS,
RDEIISU D,

A4Ci=cidYs,
ALi=hdY i+ hdXo+ hidXp

ZIT, REMED LAY, hdXeB LU
hidXp (2, (BB, % b UICTEIRIM
LIEFESMoSEBELZBORRMELEE L
FHRLTWS, METH% 5, L0k
TEECAH, BT Hic, BRIERZGIHICE
WTW3DTH Y, RRAEDENIT, i,
2 6 IZTHIA - FEHIAMEM OB o FiF R
BB E bbb bnIcSE Ll L 2EMLT
Wb, B, 4, AX.BLU4X, #h TR
ZRIL b ZFLTWS,

g,
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AM = muAl;
=mu(hidYi+ hid Xo+ hid Xp),
AJM.‘: - m.-.;AC;= miccid Y.

THWZ, BAHOZ(L, iz ko
&9 HBFDRE LT,
(4X, D5

BN AYAXo={1+(1—mu) b}
/[1 _(1— Mrk)h.‘(l—m.'c)cg'}

(4X DEE)

RN AY/AX={1+(1 — M) hi)
/{1—(1_ mu)hi—(1— mx’C)C-']

(4Xo, 4AX, DHE)

FEX AV (AXo+AX)={1+(1— ma) i}
,"{1—(1 = ml'k)h.'*(l— m.c)Ci}

WA TY, MBI RMEIL, +
TH22ERUICE R, XS, HRMEKICE
WTC, FLhDAERWTWLERLTH S,

(Eefitifm))

ci-0.8, hii1.1, mu:0.8, mic:0.7&7F
BE&, FEAAIZ2.25931c% B,

4.3 (F=Fv——MNREFNLL) OXEE—*D 2
(SIT D> LRABOFIHRICEL O, 72
7L R B AL=hAY i+ hod X o+ hod X,
EHBLTWS,

LS DWRIE, bt YiiSB T3 iR,
ho @ Xoy Xp IS BV 2 IMEEARE, % B THi
BOLDEBMEI NIz,

FERED hdYi, hodXoe B LT hodXp 13,
LSBT A, % 6 NICEIREM & IEEIEE
MO EFR DB RMEE T NFNRLT
Wi HET L AYiiZid hi®, 4X, &
AXp 12i ho ZF LT W B,

TR, MreEHOEE, HIcLT
DL HREFDRE LT,

BFPE/ — b BRSO B 3 Bz o T
(4X, DIHE)

AYi/AXo={14+1—mu) ho)
{1—(1— Ma) hi—(1— m,:)c;}

(4X, DIE)

AYJAXo={14+(1— mu)ho)
/{1—(1 _ mik)h- -(1- Mic)ci)

(4Xo, AX, DHE)

AYi[(dXo+ AXp)={1+(1—ma) 1o}
1= =madhi— (1= mi)e)

WERDGAET Y, ROLEMARFLTH
H, ETFN2ERLSTWAEDIE, #FDES
BED i ho 2 >TWAETH S,

(At

ci< 0.8 hi:l.1, Ba?l.2, mu:0.8,
mie 0.7 &, WTFROBA D TRz
2.296312%c B,

W Lo felld, —iiici, BABA O
A) Em— L NBECRREEMORRER A
A EmEHRBORRBA WA &R
—HRELLNE L BIZENEL LY, Mz
M EEGR R (R ho), RN WHEMmAE N
IFHEBIFEREL{ LS, T, REWERE
A (aA) i e < IHEER O£ RN T
T E, LR o RE %M M (inter
industry) 2*HWIC% N, WA~oFL g K
E{ I LRTHRL, FORBEREORELTH
5,

4.4 (F=Fv——INREFNLL) OFEFE—%D3
COMMTY, (£ 1> LFEBROHIRIZIL
D, LI T, HRE KA =haY:
+hodXo+ hpdXp, EHEZTWE,
ERODEBOTWRICOWTIE, i YilcB
T 5 IMMBEGREL, ho @ Xo IS8 VT 2 N E 4R,
hp @ Xp \TB 1 5 MM EFRE, % By TR L
rEIAEERINLN,

SITHWARERRNED hdY, hdX,
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BEBES r—FN BIBEB1- 2%
YU hedXo i3, PCBIT R, L HUICTE
AR & IEEIEE M D ST MO BRI
FEREFNRLTWS, &b, Yl b %,
AXo izl ho B, 14X i2iE ho ¥, TNE
nEMF T3,

i, Brzto®itis, iBRICET
NEIUBEHRELLLT.

(4Xo DHE)

AYi/4X,={1+(1—mu)ho}
1= —mu)hi—(1—mi)ci}

(4X, DIHE)

4 Yi/AXp={l+(l— mik)hp}
1—(1—mu)hi—(1—mic)c}

(dX,, X DHA)

AYf(AXo+AX)={4X.
HAX o+ AX)H1+(1— mu)ho}
+{AXo/(AX o+ AXp)H1+(1— mu) ho}]
1= —ma)hi—(1—m)e)

WENRDIPAT L, ROTFRRIIRLS, £
FANLOREMEMBLTCZ LIS, o F
EWT, UXoDBA) TR D RIS,
(UX, DIBA) i b hp ISR > T B,
Boiz, (UXe, AXe NIBA) IKBWTR, &
FTit, 1+ —madho) i AXo/(4Xo+ 4X5)
#, &2 {1+Q—mudhs) & 4X:/(4X,
+4Xo) EENFNBITILLNOMEL-TH
D, ho L hp DB EFZHLICUB. 2D
WTIE, bbAALRRK, 4X, L AX, DL
PHEIRETH BN, S TRARRNET
NaDTHBRLEWTEL.

(Kt )

ci 0.8, hi:l.1, ho:1.2, hy:1.05,
mu:0.8, mic:0.7LF3E,

(4X, DIHA)

FEfifiI32.2963TH 5.

4X, DIBA)

REAAI32.2407TH 5.

(AXo, AXp DHA)

TeRAifi132.2685TH 5,

(UXo/(AXo+AX5), AXel(AXe+dX5) &
bi20.58 <)

B LA RBUI—BINICITRD & 5 ICBRT
23, T4hbb, 3AYWTFANBZECBNT
b, EEM-HRMERRBA BA) E@d

KEl a3 EN3EY, #iS,
(4X DIBA) 2B T, MEERE (A
ho), BRIHBEmA, /2 (UX, DHA) IS
i, MEEEERER (ke ho), BRIERIEMY,
B 51T (4Xo, X, DHFA) TS, MBELRE
B (hy ho hy), BRMREE»ENLENG
FNIIWEBIIERE( KD,

b, BRICEBTELLIC, KEVWRRE
BA GGA) MR CEERDZRAIMEE
RMFIZY, <(ED 2> DEIAHTHR~ALEAR
&) RECHENTEE B,

SN & HMBEOBRDIHITRIEL bUE
k> T BN, (b EREMFHN
(<regional) inter-industry analysis) T & 5.
(bR) FEREMELS (Cregional> inter-industry
theory) IRELH N HRETIIL VD, EFE
F R L~ BT A RIFRRREFE TR
ENETMIcBWTREKRELTKE LTSN
ERRI, FEAICLHEMBIIC BV T LIRS
Fik . FELOTHS, FRALEBRLOT, &
#%ETITHAINBEILLBTHSI. £
STohd i, LSEREFERRENDIL,
% RBROTS b, MAEEOHKIHSEHES
n, TRLEBANLEL D LvibBnERLEE
(inter-industry relations table) #HIE3I N5
LENEENDEIATHE, RIEZITER
PegE LT BV &3, S kB L,
MANEHMOBWHFHHILY, EHLTH
A DBRAFHE{ LT, THBRARF
NEREEHNITEY), TOEBEOLNE) L
PIBT oM TELL G200, LBER
SFOBEH b LTHERE L LD LN
REMFEET S, LWIRTH5.
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SITOWTIS, HWIREHME (regional

inter-industry) OEEBIZOVWTRRTHB E 2\,

HeRAERGER & {3, —EMM GE% 1% OF
BREFNHEKTERR & ICERMICBITS
EHTHNEELZ, FEMET b HEBIBK
(P - BBEHEE) LEAHBET COLRAH
B (PRHEA - fHEH) OmE,» H—BRICE
LDIBT B, VA F =7 (W. W. Leontief)
{1966 % filss (19364F) L4 2 ERLMoHTT
TbblOSHMELTHRLINTWARI/AESL
SRR LR LOT, MROEEHNE (bR
8iF) *BBTH) I TEELWMEFETHY,
4R AT A B & s P B B D R IS K
T&5,

B, WEREHEMOREOMES, B
B DE2 DRERFENRED & (FHEE S
KERBLTLEW) BkDLDTHY), HaH
BMNH HERKL NDWRNDJDESRE E DBE -
B Assr ), RREDOBY - BAOMM L &
BEMOTA « EROENHRFRCHIRICL S D
DT, TAH¥—F (W. Isard) 5935 Rl & S
B (19519F) [1951, 19758 M) tohich s
5, B, BEMBOEEMOBRPLHEEN
Mg, ERIEMOFHELZAVTHETSZ LN
THY, Lh->THbHoER L DIENIE
BicBVn T, BREEHLOBY - BAD—
R (BMROBL - RATLH) LT, 4
HHRD YBERIMIGRNH 2 BERLEN L
S ABMEHTEET 20H, KOoWTidmal e
HTE%W,

5. FEHICRITIREM

REEE (F®) v &—gic, 41—
(Richard Ferdinand Kahn) [1931] OJEHHfek
(employment multiplier) — 4 4 > X (John
Maynard Keynes) [1936] (3, [# — RO R
Bl PEASERLFSY—BIUTrSI X

16) Keynes [1936], p.115 (the original), p.130 (3BIR¥F).

BISE/ — b RERFBRERBC AT 3 ROV T

(1936] » (% ¥) % # (Cinvestment> multi-
plier)'" 2 38#24 3,

T4 X3, 1936&LT0 [—igRE] 0k
T, REEBBLTHWT, BRME G228
B) ofkicHT 3 (o) #RO%HEER
L7, o (3R fEi, 7—ORARK
ICHRTE2LDTH B,

REERTRT L,

m(F) =aY/PI=0aY/6G=1/(1-c,)
=1/s,

Th5.

IoT, Y= =%, G=BIFXi,
co=MRWRER, s,=RRFEER, THS.

m%wﬁﬁ(ﬁ)ﬁ&u&ﬁﬁﬁﬁbu.i
RBEDENIBFL L REEERT 5, AR
Bmid, s, dBBICH B, £ TREHRER,
cy DMK EL e BI13Y, s, OfiHNE
{eiE % 2 EBRICT ), Kahis, Wi
P BEEE ) T L B,

AT 77 z—13 YA-ZV) 20 HF F &
(local multiplier) & &fFiF, FNH*2.08L 5
LT3, %, R, bRy X
N ) fH#[1/(1-c)] — c BBRRIERYE
WM——%bbBTETLEL, B RTEN
Hlibh, COFERLEKRT S, L2aF
P9 z—It, COfilcYmERLI-LNE
BUERBRE L v\, FLZNIS Ye 28T
LOEBEEARKE RS, LAd-T, £E
flilz & 121.1024 BEkA o, MREZEMTH
3) k), BEIVLLEDNBn, —
DEEROWENIRIE, 7AYABRREN LS %
EXGEL»SA2 LA VIR GUROTR
DBRIITTL L, AORRE - BERY EORUED
ENLHTLERTIEIW) THY, J—r—=2
PHRUBEHEELTWS, LrbA T2 2—
3, g -BRAETLEFRIZBWT, Jofk*
BT THoNBMEREMBRERLL, £

17)  Ibid., pp.113-131 (the original), pp.128-148 (FBIRIP).
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BFEEYy—F BIEE] - 2%

L T2z Rizown T, BEHEN - HEEfm 4
¥R7 LD, LBET 5, HOFER,
Ym, Ye zh FNHTFTTW50T, £HD
VR ENPELLBTNRE L, DR 28
HEE, FOZLFALTHEN ) —r—YD
EEZ L) L {IBETE, Lizh-TENaEn
DHMP WG REIC L B E W) FlEhh B,
FEETEBFIETH .

B, BEVFEETLHEE, FHICHBICALD
DLE, T SR MR BFEN
i, BRERTEHL(HMIRETHS) LLTH
FE1IXMAE (B2 E 1 XNER) #, £
HISHT 58 2 REEDIRERMTE (REMTE
H) OERICMZ22EP LI ETH .
E¥ iz, BEFHBEOANE T DL, £
NELIDMEICHTEZMZ 205, v MM
ThHd, BHEFLEMETEE, 12BECE
TorESd, Ewi I Eichd,

M [1963]"™c kB &, A — 3Rl
SHEETACT, B1KEALICHTLE 2 KE
B (S TRIREMRER FHhgzBesnr
V) DEREEK®RT L) ObE— [H—rD
] AL LD —RWET L LIZED
TWwaH, 74 X3, B1XER 1T S
Flk-F2RMERMOLE [A—rENE
#l evpr, ChERERAREE BT, L
ST [A—rvDte®] 12mMiktboz &
ICEWTED, kiZeHD (%) REEZD
L9 %uELHFCLLIEZLNTHEET S,

gL, REEEFETIEECENEIS 12
MZBILIELTWwE (Endiie, SnR
RISHLTIE, BECINEROSPNEEZS
ThHaiy), LD, () BFEOEEE
£ D EKIEET A2dicis, ERA LM
HEDG L EL A HALRITFE L 6 Th
3, FIROMABEFEKEFE LA T2 72
— (BX) Prigfes s () FEA R,

18) [ [1963], pp.239-259 (WM& 1). # 4 > X Rk
CHURFEZ DL DBHEL L icowToMtdts 5.

LEBA1EMALEMTHY, T—F v —-
F—x R, FlZIEERE 8k TR
ICE LI TELE LI EMILDTH S,
HURE BB AL, ) By LS
Lwll=r—Y2Z0 L) ICFHMET 52, T7%
OHRML 2P RERELCREICL-TL 3
(ZOFRLBHA LM R FEHESLE
FRCHE LA e 6% v), TE B80T
DEBEE ZHN - ZEONCIRBETII EICL
T, INTEE2EETZHDFHE2HE
EDTWCLEFH A9, #iligERE» 6
B Bk (FE) 12k, kAT 5L, Baak
AT 77 z— (X)) FFiT - R R
THLND LI IT, REOMBRERTEHET S
&, Sdh i, IREM) —r—vEEHRT
52 ail L TREdE® RS 2, OWEIE
Zohb,

6. HbYIZ

CHETHOWE»SLLBLAEIHEEEZ
A ERHMTELY, SOTHEBEHELT
EO—|ERTLORDEI I L EHELS,
FEDEFNLDIBLEFNLLIOTEE (FND 2>
CBIL T, Lo |Bis, —@iviciz, R
REBA BA) tEm— % S EERD
REEA WA EmEEREORABA 6
A) M — R EL AL DIEENEL
D, HIBERE (b ho), RS LM
FEHERIEWEZIIERE LD, 56T, X
EWRBEA GhA) tEmE (IcEEMD TR
HPRIGIENTIZE, REXOSHBERTRLL L
G HATREMREHEE, £ LT, 27V
2OEE (FD I 1220 TIE, Fikid, 34
DWFTRDBEICE TS, EEH - 1%
BRAEBA A EmApkE AT 513

19) iR [1959] 4=k B~ b iR gk (pp.215-241
CEIED), ¥4 T rORERUEFEERE B
AHH B M (pp.159-179 < 7HD), B Aiwn,
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nEERE (ke ho), BEMWEED, 72
(AXp DHE) IT1E, MBERE (b ko),
R R, S5 (X, 4X, DHE)
Tld, MEEFEE (hy ho, ho), BRFHUEE
mAfEREFAmEEME A3 REL LY,
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BB TREGHENTFTEEEERLTWS

B IR O BEFEINCKE L7 7 A0S
B LFTOT, WRDEEL - REO®IC
i, BAOEB XS HETRETH S, L
DEIICTHEICHL I AR EFETEL (L
72, ThbbEIREEILLILTEEI LW
40, ko~ yEICE MEEE
b2 2 DMFBGEIKAICHELLZLIZE
BUBHNZIETHS, LHBAHAIIT, HrX
ORI & A RECARO#EOFmLFET
ZrEBEATIIE LTV, CoXMaE I,
YRR OFGFPERIC=A FRADMEZ RIZ
L, Eho & IT 5.

B ADEMBEFEEEMIL, FAv 75>
AT NE{ LT3, bAEI,
WERFRERRFZE TS AN LI LEFKE
ICHEL, TOHEEREDTWEINTHELH
FAv2BEBEICL, BREIEATETIZVED
TE AT RWERIIC, 47 < & L 4EMIL, 700
WM~ E AT TR ETH D, RREEM R
i3, Y - TFE, ek - 8%, AE-—-v, %
RSP L) LTLOmESE,IZL,
WENHBEFEAMIZT AL, 72 (B
MEREEDERICHFEST 5.

LHBOMME Y LT, BHMIFREZEEL, =
FNDT YR RIEIC W TR 2 Ak
YNThbd, BT, HRNEOMHERIIT
STwiwn, JHIEMLTY, HTNEDKE
R & 0 WY R EoEHE, 2t
C koY AWIEENRIEY. EDE £ EZ L
ROPLETH 5.
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Abstract
The paper examines Japan's macroeconomic policy in the 1990s. The analysis hints that
decision with regard to the timing and magnitude of policy measures were sub-optimal in
several episodes. However, it is argued that a more fundamental problem lied in poor coordina-
tion among macroeconomic policy and microeconomic policy. In particular, it is emphasized
that policy decision errors of the past decade owed significantly to the fact that information
was not adequately shared among policymakers. The paper concludes by highlighting the

importance of improving transparency of policy formation, and establishing rules concerning
publication of information.
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Abstract
This paper traced differentiation of objectives of macro-level economic polices and those of
urban policies. This difference should be taken into consideration when policy makers set up
objectives of urban policies. Whereas Japanese urban policies used to be subject to expansionary
public investment policies, new urban policies should set up objectives seeking increased social
welfare based upon integrated demands of residents and companies on urban area level. The
realization of this welfare, largely depend upon urban management methods which combines
residents, companies and public organizations and financial institutions through horizontal

partnership rather than vertical one.
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Abstract
The structural reform is necessary for the Japanese economy to raise its potential growth rate
in the long run. But in the short run the top priority should be put on the policies to recover the
economy from deflationary spiral, since the whirlwind policies to deal with bad debts and
financial deficits are very likely to make these problems worse. Industrial revitalization and job
creation rely on how effectively deregulations are carried out in Japan. The Deregulation Zones
and the Integrated Employment Measures should well be considered in this context.
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