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1955 8,624 724 890 106 82 702 | 0.9/-1.9| 84|10.3| 1.2| 1.0]| 8.1 360. 00
56| 9,726 900 1,163 186 113 864 | -0.2 | -2.7| 9.3|12.0| 1.9| 1.2| 89| 360.00
571 11,080 1,029 1,542 354 177 1,011 | -1.9|-4.6| 9.3]13.9| 3.2| 1.6 9.1 360. 00
58] 11,522 1,036 1,092 237 148 707| 1.5|-0.5] 9.0 9.5| 2.1| 1.3| 6.1 360. 00
59 12,92 1,244 1,296 676 165 855 | 1.11-0.4| 9.610.0| 2.1| 1.3| 6.6 360. 00
60| 15,499 1,460 1,617 354 211 1,062 | 0.4]-1.0] 9.4/104] 22| 1.4| 6.8] 360.00
61| 19,126 1,525 2,002 506 260 1,3% | -1.8 | -3.0| 8.0|10.9| 2.7| 1.4 6.9 360. 00
62| 21,199 1,770 2,029 523 293 1,213 | -0.0 | -1.2]| 83| 9.6 2.5| 1.4| 5.7 360. 00
63| 24,464 1,963 2,425 588 360 1,477 | -1.1|-1.9| 80| 9.9| 2.4| 1.5| 6.0  360.00
64 28,932 2,402 2,858 732 416 1,710 | 0.5 | -1.6 | 83| 9.9| 25| 1.4| 59| 360.00 |
65| 32,707 3,043 2,941 661 471 1,809 | 1.1| 0.3 9.3| 9.0} 2.0| 1.4| 5.5 360.00 13
66| 37,988 3,250 3,428 772 531 2,125 1.3| 0.2] 9.3| 9.0| 2.1 1.4| 5.6 360.00 |
67| 44,525 -4 440 3,759 4,199 1,112 647 2,440 | 0.0 | -1.0 | 8.4| 9.4| 2.5| 1.5| 5.4 360. 00
68| 52,772 440 -5 4,670 4,675 1,266 756 2,653 0.8/-0.0] 8.8| 8.9| 2.4| 1.4| 5.0 360. 00
69| 62,007 829 348 5,756 5,408 1,574 827 3,007 | 1.3] 0.6] 9.3| 87| 2.5 1.3| 4.8 360. 00
700 73,188 784 157 6,954 6,797 2,028 1,003 3,766 | 1.1] 0.2] 9.5| 9.3] 2.8| 1.4| 5.1 360. 00
71 80,592 2,089 1,483 8,303 6,910 1,913 1,270 3,727 | 2.6] 1.9]10.4| 85| 24| 1.6| 4.6 349.33
72 92,401 2,141 1,507 8,806 7,299 2,057 1,376 3,866 | 2.3] 1.7] 9.4| 7.7] 2.3| 15| 3.9| 303.17
73] 112,520 52 -373 | 10,031 | 10,404 3,146 1,827 5431 ] 0.0|-0.3| 8.9| 9.2, 2.8| 1.6] 4.8] 27170
74| 133,997 | -1,246 | -1,868 | 16,208 | 18,076 4,247 6,159 7,670 | -0.9 | -1.4 | 12.1|13.6 | 3.2| 4.6 57| 292.08
75| 148,170 -95 625 | 16,545 | 17,170 3,420 6,230 7,520 | -0.1 | -0.4 | 11.2111.6 | 2.4| 4.2| 5.1 296.79
76 166,417 1,179 63 | 19,935 | 19,299 3,970 6,910 8,419 | 0.7 0.4|12.0|11.5| 2.5| 4.2| 4.9| 29.55
77| 185,530 2,948 2,517 | 21,648 19,131 3,931 6,966 8,234 1.6| 1.4|11.6 |10.2| 2.1 | 3.8 4.4| 268.51
78 204,475 3,625 3,828 | 20,556 | 16,728 4,189 5,458 7,080 | 1.7] 1.8] 9.9| 80| 2.2 2.7| 3.3 210. 44
79, 221,825 | -1,723| -1,713| 22,532 24,245 5,919 8,372 9,954 | 0.8 | -0.8 | 10.2|10.9| 2.8| 3.8| 4.3 219.14
80 240,008 | -2,227 | -2,613 | 29,382 | 31,995 7,264 | 13,177 | 11,857 |-0.9|-1.1|12.2|13.2| 3.0| 5.4| 4.7 296,74
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i J/XP"’ A Y ey k3 A
e | ONF ?ff;% it A B | EREA 3%2%3%70 353@3@70 %E(s‘g;&f _czsssssss
1955 | 23,956 208 61l 2011 2,472 204 228 1,950 ¥ T EEEEER h
56| 27,017 -53 731 2,500 8,231 517 314 2,400 YETIEEIIAE
57| 30,778  -586 1,425 2,858 4,283 983 92 2,808 SIIEENSEEE
58 32, 006, 467 -156 2,878 3,033 658 411 1,954 E‘ 4 gz ol % is
59| 36,635 394 143 3,456 3,599 774 468 2,357 oot 9 sam
60| 44,439 169 436 4,055 4,491 994 600 2,807 En HE 4B
61| 53,620  -942 1,574 4,235 5,810 1,422 740 3,640 onEEE S|
62| 60,836 -19 o1l 4,916 5,637 1,462 833 3,343 ssEny i
g Gaexn P %
63| 69,596 733 1,284 5,452 6,736 1,650 1,022 4065 SCEHREO  aEmb
64| 81,795 408  -1,264 6,673 7,938 2,046 1,182 4,709 LEE%e  EgE
65| 91,036 1,017 283 8,452 8,169 1,82 1,336 4,981 LlREH 27
66 | 105,759 1,389 254 9,776 9,523 2,170 1,475 5,878 RN R & o
67| 123,962 -1l -1,222 10,442 11,663 3,126 1,798 6,739 BEo o o
63| 146,736 1,222 <16 12,972 12,987 3,568 2,100 7,319 xan g 2n
69| 172,405 2,303 966 15,990 15,024 4,438 2,298 8,288 aEd BN B
70 | 203,301 2,178 437 19,318 18,881 5,725 2,785 10,371 »EW 3 K
71| 231,019, 5,980 4,307 24,009 19,712 5,643 3,622 10,447 g Cw
72| 804,982 7,062 5,120 28,501 23,471 6,957 4,511 12,002 = I
73| 414,318 191 -1,384 36,930 88,314 11,719 6,726 19,868 ! 5}
74| 458,175  -4,266]  -6,575 55,536 62,110 14,714 21,162 95,235 2 S
75| 498,569 -320  -2,110 55,753 57,863 11,747 20,995 25,120 . -
76| 561,858 3,976 2,427 67,225 64,799 13,951 23,286 27,562 T
77| 696,227 10,979 9,686 80,495 70,809 15,213 25,790 29,806 a
78| 986,878 17,221 18,200 07,543 79,343 21,204 25,708 32,413 ©
79| 1,011,368  -7,863  -7,641 103,032 110,672 28,775 37,971  43,0% I
80 | 1,066,899  -9,822 -10,721 129,807 140,528 32,110 57,85l 50,567 &
81| 1,164,727 6,815 8,741 152,030 143,290 34,778 58,674 49,838 g
821,082,084 8,503 6,900 138,831 131,931 32,827 51,409 47,695 3

83 | 1,181,894 22, 429 20,534 146,927 126,393 34,361 45,704 46,328
84 | 1,254,826 36,654 33,611 170,114 136,503 40,614 45,486 50,403
85 | 1,350,342 49,941 46,099, 175,638 129,539 40,157, 40,575 48,807
86 | 1,982,645 86,461 82,743 209,151 126,408 52,781 24,117 49,510
87 | 2,400,080 90, 355 79,706 229,2211 149,515 65,961 27,445 56,109
88 | 2,870,154 83,738 77,563 264,917 187,354 91,838 25,807, 69,708

881 669, 488 19, 681 15,774 60, 279 44,505, 21,008 7,608 15,889
8811 687,070 19, 565 17,919, 65,179 47, 260, 23,150, 6,651 17,459
88m 676, 577, 20,148 19,911 67,169 47,258 23,259 5,967 18,032
881V 831,036 24,344 23,960 72,291 48,331 24,421 5,581 18,328
891 704, 540 17,762 17,100 68,247 51,147 25,588 5,147, 20,412
89n 663, 737 14,504 19,619 66, 393 46,774 25,471 5,126 16,177
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SN B AE S KRN P
. . . . N % = e i
Industrial Policy for Horizontal International D B R AR R E oo %
ecialization o EE R >

p GOLEM v AN E B D E
) @%li\%?b@&fﬂ'@{ﬁiﬁ%
Toshimosa Tsuruta, Senshu University o TTRAEA "HRSUEE
ZHE bWV
1R H T
y . . . . T NO° K T EH T » T
Japan’s policy issues in 1990s may be summed up as follows: firstly, to 5 1c & bED ‘o s T =
promote the economic growth driven by domestic demand; secondly, to open 5 X I W oR EESR 2 R 2
Japan’s markets and import factured-goods; thirdly, to build ner LEzcT CLlLE
more Japan’s markets and import more manufactured-goods; thirdly, to bui 75 £ T % & g: c D X E
up a new in('iustrial structure de.sirable. for the new era; ax.1d finally, t<.) malfe 5% EC\ % é [’5\ % % i' ’?} Jg I]/ %
market function work more efficiently in Japan, reconstructing the relationship ® | & ° L& N i rp
BE % = N — % >

between the government and industries. I A7 THR s
It is evident that Japan’s economic growth should be driven by domestic % % * 4 50 IL 5"}: %j
demand. Trade inbalance has not completely improved yet. Accordingly, Japan O X R Z KR
%5 =
has to open more domestic markets and import more manufactured goods. This ,ﬂﬁ i;/g % i{j % Ej
could contribute to the development of the world economy. The greater do- f:’; 7 A & ¥ i
. . . % 1T | B &
mestic demand should be supported by the macro economic policy. For the 8 ;Bi e D R K
openning of the markets, trade barriers that shut out overseas companies and f{; %‘ ;)\ zi % ¥
products should be removed. ~ T O E
A new industrial structure needs the following two conditions. Firstly, % &i\ ~ % § §
domestic products should be highly competitive against overseas products in 04 }‘Jﬁ JZ[E il % T/E‘é
the domestic market in terms of both quality and price. Secondly, production i% = = E‘ & RE
bases should be well organized both domestically and overseas, while Japanese BE E % L i )
manufactures’ overseas direct investments are expected to grow. The former ﬁ i ~ —t R

& & 0oy # 4

ARt T B EE SRR LR

5

could enhance horizontal international specialization, without making Japan
fall into conzervatism. The latter is indispensable in order to keep the efhii-
ciency of production. This will ask Japan’s more efforts to build up a new
industrial structure with highly-value added products and make up a frame-
work where manufactures could accomplish innovations under fair market
functions.

The relationship between the government and industries has been always
reviewed in the after-war development of Japan’s industrial policy, while the

viability of market forces has been growing gradually but steadily. Today, the

governmental regulations made on Japanese industries, especially the agricul-

ture and service industries, should be adjusted to put allocation of resources

under the market focres.
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authorization and qualification systems; (3) the neccessity to enact an admini-
strative procedure law in order to secure transparency of administrative
guidance; and (4) the need to promote the entry of foreign companies into

Japan’s subcontracting system and other intermediate organizations.
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{Summary)

Industrial Policy of Japan
Makoto Kuroda, Ex-Vice-Minister, MITI

We are in the midst of substantial changes triggered by the technological
innovations such as the information revolution. Changes are taking place in
our daily life in terms of production processes, financial mechanisms as well
as our society in general. Japanese economy has shown good performance in
adapting to the changes. “Operation Survival”, pursued by manufacturing
firms, was very successful in adapting and transforming the Japanese economy
under the precipitous appreciation of the yen, fortunately accompanied with
an abundant and cheap supply of oil and other resources. (In 1980, the pay-
ment for oil products amounted to 5.5 % of the Japanese GNP, or 13 trillion
yen; in 1988 that amount was reduced to 0.9 % of the GNP, or 3 trillion yen.)

“Rorce of the market” is overwhelmingly dominant in the process of
changes while private initiative is crucial in the market. Contrary to a widely
held mis perception, the role of the Japanese government is only of secondary
importance in creating an environment conducive to structural transformation,
to dismantle regulations, to extend assistance to weak people who suffer most
in the process of transformation, and to encourage scientific and technological
R &D.

One argument insists that the industrial policy is only effective in Japan
because of the special relations between government and business. In the U.S,,
it is argued, there is no basis for adopting industrial policy because of its
government structure, or that government involvment should be kept to a
minimum. Business practices of Japan and the U.S. seem to be different, espe-
cially when viewed from a time-framework of their business judgement. A long-
term view-point is a generally applicable and reasonable business principle.
Any difference should be explained not by cultural features, but rather by a
historical course of development. Effects of government policy on business
should be analysed in relation to the economic structure. Academic anlyses of

business practices prevailing in Japan are most opportune in this context.
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tem of our global society is and will be renewed by new knowledge created
.as systems growth goes beyond the capital accumulation and income growth.
Future internationalistic Economic Policy will be implemented through the
human communication on the basis of mutual trust. Mankind will be developed
beyond the material limit of the earth, because the trustable communication is
an unlimited resource for us. New Economics of Policy should be developed

along this line. We have a bright common future in our Association. Thank

you.
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{Summary)

International Coordination of Public Policy

toward Industry
Masu Uekusa, University of Tokyo

The United States Trade Representatives (USTR) submitted the annual
trade report to the Congress in April 28, 1989, and the report pointed out that
seven fields of government regulation, industrial policy and corporate organi-
zations in Japan might come under the “unreasonable trade barriers clause” of
Super 301 of the Omunibus Trade and Competitiveness Act. They include ©
import restrictions on agricultural products, @ qualification systems of medical
goods and equipments, @ government procurement of super-computers, @ in-
tellectual property rights, ® economic regulation in distribution and financial
sectors, ® targetting policy toward high-technology sectors and @ subcontract-
ing system and other intermediate organizations.

All seven are either “formal institutions” (laws and government policy) or
“informal institutions” (corporate organizations and their traditional practices).
The USTR report then goes to urge changes in various Japanese institutions.
But it is not easy to change such institutions, because they have been formed
over a long period of time and reflect each nation’s dissimilarity in races,
religions, climate, possession of natural resouces, stage of economic development,
economic and political system and so on. But the recent rapid progress in the
internationalization of economic activities has forced national governments to
unify and coordinate their domestic institutions along internationally accepted
lines. Having rapidly elevated its position in the world economy, Japan needs to
revise and/or eliminate economic and social rules which cause international
frictions.

From this point of view, the author, first of all, gave an outline of all
public policies toward industry ; secondly, focused on and examined international
moves to unify government regulations and industrial policies; and thirdly,
examined various near—future alternatives aimed at ralaxing and eliminating
economic and social regulations, and at changing Japan’s industrial policy in
Japan. In conclusion, the author stressed (1) the need for a wide range of
deregulations in industries having a competitive market structure (especially,
in the transportation, financial, wholesale and retailing and telecommunica-

tions sectors); (2) the necessity of an international unification of inspection,
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{Presidential Address)

Economic Policy for Global Society of Trust

——Towards Internatonalistic Economic Policy—
Takashi Fujii, Nagoya University

This Presidential Address was a declaration about how a New Economics
of Policy has born in the history of Japanese economic development and how
the time has come to evolve it borderlessly for global development through the
academic activities in our Japan Association of Economic Policy. Notable in

our discussion were the following three points.

1. Economics of Policy will autonomously evolve as a system of sciences inter-

acting, joined with observational sciences. (refer to Fig. 1)

Fig. 1
Cyclical
Relationship among Sciences
which consist of New Economics of Policy

Policy Sciences
(Aims and Instruments)

|

|

Theoretical Sciences
(Mechanism)

$90U10G BUINRJ\ UOISTOS(]
UOTPA[Eg puE uoyEnjRAL
Implementation Sciences
Administration Budgeting)

(Organization,

Observational Sciences
(Problem-Needs-and Facts Finding)

Dynamism of Real World
(Economic History and History of Policy)

This recycling system was observed 7 times during the last 4 decades in
Japan with a certain shift of paradigms. If this feedback system is properly
operated, the autonomous evolution of economic policy will be related with real
economic development. Our Association must be organized and developed with

them in cooperation with scientists, scholars and thinkers, who cooperate and
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compete with each other in this system of sciences.
Problems~ and/or needs- and fact-finding of the real economic society for
observational sciences will provide the basic ground of this New Economics

of Policy in correlation between economic history and man-made Policies.

2. Towards an internationalistic economic policy beyond present inter-national
foreign policy.

Contemporary needs of human societies and problems of economic policy
are going to take place beyond national borders and traditional borders of
science, regradless of any differences between domestic and international as-
pects, as the global mobility of human activities increases.

To meet and to supply those needs and demands for properly planned eco-
nomic policy (Plan of Policies) in the future internationalistic domain of prob-
lems, we must create and establish necessary methods for (1) formation of
economic policy subjects which are suitable for facing internationalistic problems
among related governments and entities, (2} formation of a common-will or a
system of value of them for decision-making on necessary plan of policy(ies),
and (3) know-how or technology for implementation of them (Planning Ad-
ministration Methods as a whole). Several achievements in those research and
study were introduced. And then urgent importance for research and study
was demonstrated. In addition, training of peoples who are able to take res-
ponsibility for the implementation are requested by our Association as an im-

portant element of meeting national needs.

3. Economic Policy for a Global Society of Trust

For these purposes, Identity of Entity, in other words, subjective independ-
ence beyond economic independence (economic man) must be emphasized
more and more, because operation and stirring of autonomous development in
economic circulation depends upon the human efforts for free and democratic
competition and cooperation among them. On these conditions, creating and
sustaining natural and societal environments, human communication among
them (even market system is treated as a subsystem) will construct the global
society of trust where hard and soft systems will be continuously renewed
according to the developing cycle in our New Economics of Policy.

Lastly the President Address emphasized that Knowledgism Society has
emerged in which the basic factor of production is knowledge. The roles of
capitalism and socialism are fading out where the basic factor of production

was capital in industries. After the informational revolution, hard and soft sys-
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the current public policies: if performance is improved after deregulation, the
result supports both the “regulatory failure” and the cases for deregulation.
Deregulation and privatization are gradually reshaping the market structure
of deregulated industries. For example, prices have been falling and efficiency
has been improved. Therefore, now there is an increasing number of studies
which examine the performance following deregulation. In Japan, Professors
M. Uekusa, T.Nanbu and other “telecom economists” have proposed signifi-
cant research and policy proposals on telecommunications (for example, Nanbu
et al. [1989], Ide [19897). Also, it is necessary to derive Japanese lessons
from foreign deregulatory policies and performance. Some studies examine in
detail foreign cases, in particular the U.S. and U.K.cases. Foreign findings
suggest that industry performance following deregulation is likely to depend
on the conditions of competition after deregulation; performance has been im-

proved where competition was promoted or maintained.

5. Industrial Change and Industrial Policy Makings

Industrial change may influence industrial policy makings as well as in-
dustrial organization. Major research interest is in the role of goverment
under a changing or new industrial environment.

We have many excellent studies (among main economists who contributed
to the problem are Professors K.Niino, M. Tsuruta, M. Uekusa, K. Imai, T. Ko-
nishi, K. Suzumura and others) about the past “industrial policy”. Those studies
have been surveyed in the previous Annual. We would like to add one inter-
esting study to the list; Lynn [1988] who examines Japanese industrial policy
makings from the viewpoint of the functions and activities of business associa-
tions.

Currently, Japanese government is less free to apply the “administrative
guidance” and interventions than it did before. There is a paucity of analytic
work on recent industrial policies. Anti-monopoly policy is more important,
since industrial change is inducing competitive industrial organization. But
the changes also may act against competition. Therefore, we must accumulate
fuller examinations of the relationship between industrial change and competi-

tion, and then suggest policy proposals, based on them.
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the influences of the entry and growth of foreign-affiliated firms on market

structure, behavior, and performance in Japan.

2. Economic Softization and Competition

A Japanese-English neologism used to describe our economy is “softization”,
which means the increasing role of software-oriented factors in firm decisions
or economic activities. It very likely affects behavior for both firms as an
user of software-oriented inputs and a producer of software-oriented services.

First, softization has significantly increased the relative importance of in-
dividual service industries, or the “tertiary sector” which includes them in one
lump. This fact suggests the importance of the industrial organization analysis
of service industries. Industrial economics has centered on manufacturing.
We should now address the tertiary sector. There is an increasing number of
industrial organization studies on the industries, in particular financial institu-
tions, telecommunications and various transportations (which also are all related
to the regulation problem discussed later).

Second, the software-oriented inputs like information, R & D, marketing and
advertising are increased in weight of business activity. They may facilitate
alternations in the form that competition may take. R & D and advertising
have both been frequently examined in industrial economics. But the relation-
ships between industrial organization and those factors are still an open pro-
blem. Under the changing environment, a greater deal of time and effort could
well be devoted to the problems. Also, we feel that the relation between com-
petitive strategies and information should be examined (Keen [1988]). For ex-
ample, the “strategic information system (SIS)”, an information-oriented strategy
for competitive adgantages, is a crucial strategy in the U.S. firms. Also, infor-

- mation is inducing organizational restructuring, which turns up as intra-firm
and inter-firm networkings. It may lead to industrial concentration (for ex-
ample, computer reservation systems in the U.S. airlines),

Finally, marketing distribution channels, a major industry of the tertiary
sector, are a current topic, particularly in relation to trade friction. How
do marketing channels or practices have a pro-competitive or anti-competitive
effect? The controversy is underway. There are many a priori discussions
(an excellent study is Maruyama [1988]), but some problems remain to be
solved. For instance, the relation between producers’ competition and distribu-
tion channells is not fully addressed. Also, studies are scarce which empirically
test the relation. Doi [1989], although tentatively, shows that wholesale and

retail distribution channels are likely to bring about less competitive perform-
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ance in Japanese industries. Also, Flath’s study [1989] is interesting; it

concludes that Japanese marketing practices are similar to U.S. counterparts.

3. Technical Progress and Competition

Technical progress is remarkable throughout economic sectors, particularly
in the hi-tech fields like microelectronics, information technology, biotechnol-
ogy, robotics, and fiber optics (for Japanese technological activities, see MITI
[1988]). The advances in technology are, as suggested above, related to glob-
alization and softization, since they may induce, or be induced ‘by cross-border

¢

competition and the “information revolution”. Also, such a technological lead-
ership in Japan is regarded as the “Japanese Challenge”. And technological
diffusion attracts greater research interest (Mansfield [1988] for robotics, and
Howell ez al. [1988] for microelectronics).

Technological advances (R & D, innovation and diffusion processes) may
influence the conditions of competition in a number of ways; first, technology
itself is a form of competition, both within industries and across boundaries;
second, it may alter market behavior and in turn market structure. One of
the remarkable impacts is so—called “industrial fusion” or “industrial linkages”.
Therefore, we are much interested in the interrelationship between technolog-
ical progress and industrial organization. Japan is an interesting agenda for
analysis, since our country is one of technological leaders. Then, it is helpful
to clarify the relationship by illustrating individual case to date; case studies
are quite rich (for example, Nishida [1987], Itami [1988])., Uekusa [1987]
refers to some cases.

Take for example the impacts of technological advances on industrial con-
centration. Gold [1989] shows that technological advances are helping to
reduce concentration in the U.S.. But Nelson and Winter [1978] suggest the
opposite relation. Thus, they may serve both to promote concentration and to
provide the counterpressures. Unfortunately we are short of evidence in
recent Japan.

Thus, a fuller theoretical and empirical attention should be given to tech-

nical progeress.

4. Deregulation and Privatization

Deregulation is a world-wide trend. In Japan, railways, telecommunications,
tabacco, and oil are among deregulated industries. The central question as a
matter of course is: “Does deregulation work ?” Deregulatory performance

suggests a test for the theories of deregulation and regulation as well as for
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{Survey)

Industrial Change and Industrial Organization

in Japan: Recent Evidence

Noriyuki Doi, Kwansei Gakuin University

There is little doubt that the Japanese economy has experienced, and now
still is experiencing a remarkable structural change in its industrial environ-
ment. There is equally little dispute that this change has had, and continues
to have a direct and profound impact on Japan’s industrial organization. Among
the structural changes are globalization, “softization” (or increased software—
oriented economic activity), technical progress, and deregulation (see Niida
et al. [19877). These factors are no doubt mutually related. They have had,
and continue to have influences on Japanese business behavior and also on public
policies toward industry. Therefore, the 1980’s is an interesting decade for eco-
nomists. Now, we have a crucial question; “Does industrial change induce or
require major rethinking in economic theory and public policy ?”

The primary purpose of this short paper is to review the relationship bet-
ween recent industrial change and industrial organization, based on existing
studies (by foreign as well as Japanese economists), This review is the preli-
minary step for answering the above-mentioned question. The industrial org-
anization of the1970’s and early 1980’s is excellently reviewed by Professor
Uekusa [1982, 1987]. Therefore, this paper reviews the industrial environment
for the middle years of the 1980’s to the present, with suggestions for further
research. Four trends are observed; globalization, softization, technical progress

and deregulation.

1. Globalization and Competition

The main strategy for internationalization by Japanese firms remains ex-
porting, with gradually shifting outward strategy away from exporting to
foreign direct investment. But exporting is still dominant in the outward
activity. Such an internationalization at the same time has induced increasing
foreign presence in the domestic markets: imports and inward direct invest-
ment. The globalization has been accelerated by the yen appreciation, in
particular since the fall of 1985, and also by heated trade friction. EC in-
tegration scheduled for 1992 is also an additional factor.

Globalism was thought likely to have an impact on domestic industrial

_—'iV“"

organization. First, exports-oriented industries suffered from the exchange ex-
posure ; they were subjected to reduced exports through both the “conversion”
and “competitive” or “path-through” effects of a stronger yen (Doi [1988], Wa-
kasugi [19897). As a result, it was edident that the larger the weight of ex-
ports is, the less the profitability of an industry (Doi [1989]). This finding
reflects that domestic markets became more competitive because of reduced ex-
ports. In fact, it is true that the export weight is negatively associated
with the change in domestic wholesale price among industries (Doi [19897),

Second, imports are expanding largely because of yen appreciation. In
detail, imports of finished products are increasing instead of materials. In
addition, Japanese consumers tend to become more price-conscious in their pur-
chasing decisions. The imports, as many existing studies suggest, are likely to
promote competitive industrial organization. Therefore, it is necessary to
remove imports barriers, to promote import competition which may result in
economic gains. But at the same time attention should be paied to the fact
that import competition is not so fierce as to overpower the market power
effect of industrial concentration.

Third, outward direct investment or overseas production is increasing, due
to stronger yen, trade friction, and EC integration. But overseas production is
of small level, which was not more than 4 % of manufacturing sales in 1987,
Shinjo [1988, 19897 shows some interesting findings about Japanese industry;
the larger a firm’s export weight is, the higher the degree of overseas pro-
duction is; also, there is a positive relationship between firm size and the
degree of overseas production.

However, there is no study which examines the association between the
degree and market structure. U. S. studies show that distinctive features of
industries with larger investment are oligopoly, advertising-intensiveness, and
R & D-intensiveness (Casson [19877). This finding suggests that competition
is likely to have an influence on cutward investment. A better understanding
is needed of the association between industrial organization and foreign direct
investment in Japan. In addition, a fuller theoretical analysis (particularly
based on oligopoly theory) of foreign direct investment is necessary.

The final factor is inward direct investment. This type of investment is
steadily expanding. Japan now is an attractive country for foreign capital,
since the country is a technological leader, and has big and growing markets.
But their presence in Japan is of a small level—less than 39% of manu-
facturing sales. Some studies examine behavior of foreign-affiliated firms, but

such studies are still scanty (Niida et al. [1987]). It is necessary to analyze
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(1988).

The Association’s themes printed in the annual reports are as follows : Regional Development and Economic Policy” (1985)

“Role of Government in Japanese Economy” (1986)

“Conditions of Economic Independence for Japan” (1950)

“Patterns of Economic Control” (1951) ‘Privatization and Government Regulation” (1987)

“The Dynamism of Economic Development and Welfare Criteria” (1988)
“Debates at the Great Turns in the Economic Policy Making” (1989)

The Association is administered by a board of 25members elected every three

“Planning in Economic Policy” (1952)

“Industrial Structure and Economic Policy” (1953)
“Policy for Self-suppporting Economy of Japan” (1954)
“Japanese Post-War Economic Policy” (1955)
“Post-War Economic Policy in the World” (1956)
“Objects and Methods of Economic Policy” (1957)
“Typed of Economic Planning” (1958)

“Structural Analysis and Economy Policy” (19603

years. Present members are : M. Ito (Prof., Kyushu Kyoritsu Univ.), M. Uekusa
(Prof., Tokyo Univ.), K. Echigo (Prof,, Shiga Univ.), H.Onoe (Pres., Shiga
Univ.), K. Omiya (Prof., Nihon Univ.), T. Kashiwazaki (Prof,, Waseda Univ.),
H. Kato (Prof., Keio Univ.), J.Kato (Prof., Asia Univ.), T.Konishi (Prof.,
Kwansei Gakuin Univ.), K. Goi (Prof., Chuo Univ.), Y.Sato (Prof, Keio
Univ.), Y.Shimizu (Prof., Kanagawa Univ.), T.Suzuki (Prof, Kinki Univ.),
K. Niino (Pres., Kobe Univ.), M. Nishino (Prof., Meiji Univ.), T. Nojiri (Prof,,
Osaka Gakuin Univ.), T.Noma (Prof., Doshisha Univ.), Y.Hara (Prof., Ao-
yama Gakuin Univ.), T.Fujii (Prof., Nagoya Univ.), K. Masamura (Prof.,
Senshu Univ.), N.Maruo (Prof., Chuo Univ.), T.Mizuno (Prof., Chuo Univ.),
H. Yokoi (Prof., Nagoya Gakuin Univ.), T.Yoshida (Prof., Nihon Univ.).
Prof. T.Kashiwazaki was elected the president of the Association in 1989
and appointed as the administration of the head office, while Prof. K. Omiya

“Government’s Role in the Present Economy in Japan” (1961)
“Economic Planning in Japan” (1962)

“Big Business and Economic Policy” (1963)

“Economic Policy of Regional Development” (1964)

“Change of Economic Structure in Japan” (1965)

“Economic Regimes in the World and Economic Policy” (1966)
“Economic Policy in Transformation Period” (1967)

“Economic Policy during Post-War Twenty Years” (1968)
“Capital Liberalization and Economic Policy” (1969) was appointed as a chief editor of annual reports.
“QOligopoly and Economic Policy” (1970)

“A Reappraisal of Recent Japan’s Economic Growth” (1971)
«“Pollution and Economic Policy” (1972) towards this aim. However, the Association welcomes from time to time some

The Association adopts as one of its objectives co-operation with similar

foreign associations, though the society has not yet to realized effectual steps

«International Comparison of Pressent Economic Policy” (1973) foreign scholars who show their interest and attend the annual meeting. The

“Internationalization and Industrial Organization” (1974) Association is now intending to broaden international leaisons in various forms

“Contemporary Inflation and Distribution Policy” (1975) as extensively as the budget permits.
“Resource Problems and Economic Policy” (1976)
«Welfare Policies under the Slower Rate of Economic Growth” (1977)

“Transformation Policy of Industrial Structure in Japan” (1978)

“Economic Policy During Thirty Years after World War II in Japan
—Prospect and Retrospect—" (1979)

“Efficiency and Justice in Economic Policy” (1980)

“International Cooperation and Economic Policy in Japanese Economy”
1981

“Pacific Ocean Community and Japanese Economy” (1982)

“Demand Side and Supply Side in Economic Policy” (1983

“Seience and Technology in Economic Policy” (1984)
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NIHON KEIZAISEISAKU GAKKAI-Japan Economic Policy Association
was founded 1940 in Tokyo by about 300 professors and researchers interested
in the scientific study of economic policy. At present there are more than
twenty associations for the study of various fields of economics, most of which
were established after World War II. Thus The Japan Economic Policy Asso-
ciation is one of the few academic associations for economic study established
before the War in Japan.

The Association publishes annual reports in Japanese, each containing
reports done at each annual meeting and resumes of the discussion about each
report, including other articles written by members. Thirty-seven volumed of
annual reports have been published until 1989, except for the years interrupted
by the War. Besides annual reports, the Association published the following
four books in Japanese which were the results of special group studies orga-
nized by the Association in its commemoration of the 15th anniversary of the
Japan Economic Policy Association.

T.Itoled.), Post-War Industrial Policy in Japan, (1957). T.Yamanaka &

M. Cho (ed.), Analysis of Post-War Japanese Economic Policy, (1958),

K. Miyata & Fujitaled.), Development of Japanese Economic Policy,(1958).

H.Matsuo & K. Yamaocka, A Chronological Table of Japanese Post-War

Economic Policy, (1962, enlarged ed. 1969).

The Association also published the following book which was the proceedings
of the conference held by the Association in the commemoration of the 30th
anniversary of founding the Japan Economic Policy Association. h

H. Kato, T.Fujii, K.Niino and M.Ito (ed.), Studies in Contemporary

Economic Policy, (1978).

The Association also published the following two books in commemoration of
the 40th anniversary of founding the Japan Economic Policy Association.

Japan Economic Policy Association (ed.), The Making of the Science of

Economic Policy, The Development of the Science of Economic Policy,
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