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{Report)

Why Does MITI Work
So Effectively ?

—The Outside Conditions for the Successful
Industrial Policy of MITI

Hideki Hirota, Graduate School of Hosei University

MITI is very famous as the administrative organ to enforce industrial policies
in a capitalist economy. The question is why MITI works so effectively in the
Japanese economy. What I try to describe here is the very advantageous

outside conditions for the successful industrial policy of MITIL

The Outside Conditions for the Industrial Policy of MITI

Actually there are the advantageous outside conditions for MITUs policy. The
outside conditions that make the industrial policy of MITI successful are as
follows. The most important outside condition is the absolute maintenance of
the domestic free-market competition??. MITI always tries to maintain the sound
functions of free-market competition and tries to make the best use of the forces
of free-market competition, though it sometimes interferes in the private sector
to keep the national interest stable over the long run. For example, MITL
recently has formed the various joint R & D projects where the major private
companies have joined to cooperate in developmg the key high technologies
After the success in the production of the key technologies, MITI! immediately
dissolves the projects and allows the private companies to compete in producing
the commercial products based on the application of the key technologies.

The Japanese company groups system (keiretsu) has been the important
outside condition for the MITI’s policy. There exists six major company groups
in the Japanese economy. MITI has been able to create a firm stable rela-
tionship with the nation’s private sector as a whole by contacting the six major
keiretsu which have influenced the main fields of the private industries. If the
Japanese private sector had been composed of the just numerous weak compa-
nies, MITI could not have built the good relationship with the private sector
and could not have enforced the effective industrial policy. The six major com-
pany groups worked as the bulwark against foreign capital. MITL could implement

its industrial policy without the interference of foreign capital.

—xvi—

The good relationship between MITI and the private sector is the most
important outside condition for MITT’s successful industrial policy. If the close
relationship between MITI and the private sector does not exist, even a splendid
industrial policy with effective policy tools cannot be carried out sufficiently.
Therefore, MITI always tries to create the close relationship between itself and
the private sector. For example, MITI has the various industrial councils to find
better contents for the industrial policy, where the leaders of the private compa-
nies and the officials of MITI cooperate. MITI can catch the demands of the
private sector through the industrial association (JA), which is the private
association consisting of many companies of the same kind of industry, so that
the MITT’s close relationship with the private sector can be strengthened. The
exchange of the manpower between MITI and the private companies or the
MITI official’s direct approach to the key persons of the private company
contributes to the maintenance of the intimate relationship.

Basically, the anti-trust system is the absolutely necessary institution to
maintain the sound function of free-market competition in a capitalist economy.
In the Japanese economy, the anti-trust system has continued to exist. However,
the Japanese anti-trust system is more lax when compared to US strict anti-trust
system®, Actually the Japanese domestic ax anti-trust system lenables MITI to
implement the industrial policy effectively., MITI sometimes needs to carry
out the industrial policy that regulates the domestic free-market competition
just temporarily, not eternally, so that the important strategic industries MITI
wishes to foster can take off. For example, MITI has tried to realize the amal-
gamations or the tie-ups of the big companies which take charge of the strategic
industry to let the domestic strategic industry as a whole grow rapidly against
the same kind of the strategic industry of foreign capitals. To promote the
domestic high technology industries, MITI has utilized the joint R & D projects,
where the big private firms cooperate to research and develop the key technology
which is too expensive or risky for a single firm to try to create. The Japanese
lax anti-trust system never prohibited MITI from enforcing the industrial policies
which regulated the free-market competition temporarily, such as the amalga-
mations, the tie-ups or the joint R & D projects.

Notes

1) Japanese market competition has been sometimes misunderstood by foreign
leaders or scholars, as the market spoiled by Japanese administration and big
companies. But, in reality, Japanese market competition is so keen that there
exists the word “excessive competition”.
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< Summary>

The Ageing Population and Social Security Costs

Naomi Maruo, Keio University

The ageing population in Japan will influence (1) the labour supply, (2) the
savings ratio and (3) the expenditure and cost of social security.

The productive age population (15 years old to 64 years old), which has been
increasing, is forecast to take a decreasing trend after the middle of the 1990s.
The total labour supply in terms of working hours (i.e. the productive age
population multiplied by the labour participation ratio and average working
hours in a vear), began to decrease from 1950 (See Fig. 1). The household
savings ratio has been decreasing as a trend since it peaked in 1974. The regres-
sion on the household savings ratio suggests that the ratio, which is 14~15%
now, will be less than 10% in 2000 (See Fig. 2). The steady increase of labour
supply and the high household savings ratio have been main factors of relatively
high economic growth in Japan. The ageing population will underinine these
favourable conditions of economic growth in Japan.

The expenditure and cost of social security will inevitably increase at least
in the long run. The ratio of total social security benefits including the cost of
social services vis-a-vis national income will take an upward trend. Forecasting
on the ratio based on regression analysis and other methods suggest that the
ratio that was about 149 in 1990 will increase to around 30% in the 2020s when
the ageing population will peak (See Fig. 6). The tax burden, including the
contribution for social security in national income, is strongly correlated with the
ratio of social security in national income and the relative ratio of the deflator
of the government expenditure to the GNP deflator as regression (7) shows.
The regression suggests that the ratio of tax burden that is about 39% at present
will increase to more than 60% in the 2020s (See Fig. 6) unless the policies such
as the raising of the pensionable age are taken. However, even if the social
security cost and the tax burden increase as the forecast suggests, per capita
income in real terms after tex will increase steadily, if the rate of economic
growth in real terms is kept at more than 1.5~1.2% as well as full employment
is maintained. This means that both the present generation and the future
generations will be better off, as long as the conditions shown in formulae on

page 36 are maintained.
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{Summary)

Demographic Change and the Cost of Health Care

Shuzo Nishimura, Kyoto University

In a rapidly aging society like Japan, it is an important task to predict the
future burden of the welfare cost for the elderly. Especially we have to know
the way how to provide efficiently the mixture of pension benefits, health care
services, and social services,

In this paper, I set following two questions and try to show the solutions
for these problems. Firstly, can the increase of providing social services reduce
the future hospital cost for the elderly? And secondly, to what extent should
the elderly people pay out-of-pocket expenses for these services?

Our tentative analysis shows as follows: though the increase of home health
services can reduce the increase of the future hospital costs, it is not significant
as more than it is expected. Only the cost shifting from government finance to
the out-of-pocket expenses of beneficiaries occurs.

Though the increase of home health services gives higher quality of life for
the elderly, the elderly of the lower income classes have to depend upon their
families support more, as long as the present systems maintained.

More equitable social insurance system and more equitable means test SYS-

tem should as pursued for.
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{Presidential Address)

Economic Policy in a Transition Period

Toshinosuke Kashiwazaki, Waseda University

Countries in the former Eastern bloc are attempting to transform their
centrally planned economy into a decentralized market economy. But, even if
such an attempt is successful, a situation of a worldwide free-trade system would
not be brought out automatically. The mariet economy, which has been experi-
enced in the West and is now sought after in the East, is confronted with two
obstacles in the way of creating such a situation.

One is the widespread regional economic integration, and the other is the
rise of bilateralism in international transactions. The former tends to promote
transactions within the region, often at the expense of transactions with outside
countries, and thus to form a closed economic bloc. The latter is applied to all
sorts of trade imbalance between two countries, ranging from overall balance of
payments to balance of trade with respect to a particular industry.

In this condition, the best way for Japan is to cooperate with other nations
in such a way that interdependent relations would be strengthened among na-
tions. However, both the EC and the NAFTA are trying to maximize regional
interests, while Japan continues to produce a huge surplus in its current ac-
counts. Thus, in order to strengthen interdependent relations among the three
poles, it is essential for Japan to make special efforts.

First, Japan should actively abolish non-tariff barriers, so that it can request
rectification of any discriminative activity by its trading partners. This is an
effective measure for minimizing the negative effects imposed on Japan by the
gigantic regional economic integration, such as the EC and the NAFTA.

Second, Japan should build up better relations with its neighboring countries
in the framework of an open Asian-Pacific economic cooperation. This frame-
work serves not only to prevent the formation of a closed economic bloc in Asia,

but also to deepen mutual relationships with other parts of the world.
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{Summary)

Some Economic Consequences of Future
Population Trend : Policy Implications
for the Labor Market

Hiroshi Ohbuchi, Chuo University

The most outstanding demographic phenomenon in today’s Japan is the below-
replacement fertility or baby-bust. In the absence of massive immigration, fer-
tility is the principal determinant of age composition and growth of the popula-
tion. Sustained low fertility produces an aging population, whatever the mortality
conditions, and eventually a declining population. The purpose of this report is
to grasp quantitatively the effects of aging and declining population on the Jap-
anese economy in the future, and to explore their policy implications for the
labor market.

The period of observation is thirty years from 1990 to 2020. As an analytical
framework, at first, the effect of low fertility on labor supply is considered and
then the influence of population aging on labor productivity, labor mobility and
the risk of unemployment are analyzed. At the same time, the crucial problem
of dependency, especially manpower for medical care, health and welfare services
for the elderly, is taken into account.

The results of the analyses are very severe for the fufure of the Japanese
economy. Besides overall labor shortage, the decline in labor mobility, the increas-
ing risk of unemployment and other factors will impede the economic growth
and the dependent burden of the elderly will become heavier and heavier for the
younger generations, To provide for these severe future conditions, some policy

measures should be taken as regards the above-stated matters,
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of aging resulting from that came to become a real object. This seems which it
is the result to enter the same time under a new population mode to accept a
fertility action (reproduction attitude) of small family pointing. The fertility
actions in a basis of this new population mode, as a micro economic approach
since 1960 teaches us, had an economic rationality in a wide sense, and were
practicable being based on a micro household economy as a person ({1], [51,

(61, 111D.

3. The Trend of Develeping Coeuntries

Because of a declining of population and a rapid aging populaticn occurred
under a formation process of new population mode, many developed European
and North American countries are anxious about a racial continuation and turn
toward an interest in the effectiveness of pronatalist policy of a benefit fully to
cut off a decrease of fertility and the vicious circle of aging population, through a
process of a trial and an error, such as an introduction of the foreigner working
force [16].

Also irrespective of appearance of a guiding swelling of such a new “wave
of population,” it is the present state that the population trend of developing
countries to accompany a rapid increase of population intensely still influences
“a wave of population” of the world.

After the Second World War, the developing countries maintained the birth
rate over the level of the developed countries while they rushed into a demo-
graphic transition. The former rushed into a demographic transition with a rapid
swelling increase, called an explosion with a greater widning of differentials
between birth rate and death rate than in the developed countries where the
death rate fell rapidly, besides being given the sanitary advantage concerning to
medical and medicine from a developed countries.

The developing countries want to do in “a law of a situation progress accel-
eration” and try to trace this process in a short length to the process that the
developed countries elapse extending over a long length. Already Japan finished
this process even 1955 behind little five years postwar after a baby boom term
(1947-49), take part in a line of a developed country, and now try to trace
acceleratedly a process of population aging. A population increase of the world,
started converting it in a decline tendency in tne peak of 1965 ([21] p. 1, [131).

In recent years, the effect of population restraint has appeared in Asian
NIES; Korea, Taiwan, Hong Kong, and Singapore that have rapidly accomplished
economic growth [15]. A large effect appeared in socialist China also. Within

a socialist economic area, after the repeat of a policy to be piled up, China re-
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ceives a positive policy term of population restraint today, and has an effect on
the policy to consider one-child policy mainly., Through a birth rate start showing
a trend of a fall, it in future seems to have to compromise a large expectation
of it more in the face of excessive term in the demographic transition. However,
so that an absolute number of population is large only, it is the country where
a given influence greatly lies on “a wave of population” of the world, and in

future also a feeling would have not been able to loosen.

4, The Diversities and Future Perspective of Population Problems

As we have menticned above, a population problem of the world has a
country distinctly population trend today, and it is the actual situation that an
each different population problem intentionally diversifies it. In the population
problems of each country, there is the most historic bases to develop, and appears
being diversified in a point of time to be unique respectively. However, a total
population problem of the world has reached to this present time through any-
thing changes in process of a skillful ‘swelling’ of “a wave of population” piled
up a mankind occurrence afterward.

In these todays when did a historic experience in process of a demographic
transition that have not expected by Malthus, “the wave of population” that
included this demographic transition, and “the population growth cycle model”
that Cowgill tried are useful [4].

According to Cowgill, generally, a basic movement of population takes four
patterns [4]. Among these cycles, Cycle Il is the modern cycle, and is like the
object to be suited to coming pattern of “a demographic transition” or “European
population mode” looking at it so far. In Cycle I, while the birth rate remains
stationary, the death rate falls, the rises again to terminate the cycle. Though
seeming to be thought primitive cycle, or can’t become aware of whether it was
able to be or not also. Cycle III is initiated by a rising birth rate and brought to a
close by recession of the birth rate, while the death rate remains stable. This is
the future cycle. Cycle IV is also initiated by a rising birth but is terminated by a
subsequent rise in the death rate. There isn’t that this pattern, though being the
sign to occur also in an end of modern cycle, really occurs as yet. The modern
cycle of Cycle I under the influence of historic and social “European population
mode” very come true, and then get many sufficient evidences also regarding
this cycle, moreover in developing countries with permeation of this “European
population mode” it is expected to trace a process of this modern cycle. Regard-
ing the prospects after that, it is not recognize anyone whether population

growth would trace Cycle Il pattern or not, also whether it would trace Cycle
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The Industrial Revolution occurred since the mid-18th century through a
historical process of these long agricultural times. Europe entered the industrial
times in beginning the increase of population of the 16th century. In the process
of forming modern industrial society, it established an economic living space
(Nahrungs spielraum) for the population increase beyond a living space in an
agricultural area. Now a wave of the world population is to the power far
beyond a trend of swelling wave as before.

In recognition of such historic wave movement, Malthus in a stream of
thought of Quesnay theorized clearly about a mutual dependence on a population
with an economy [9]. Malthus took it considering a history of mankind as a
repeated process of surplus-population, and recognized it considering the wave
of population to have a highly swelling as a population oscillation, and formulate
a this law ([19] pp. 1-2, [20).

2. The Waves of Population and the Demographic Transition

“A wave of population” of the world has extended over a long time until
now and came to trace of Malthus’ population oscillation. Then from now on also
it may wade for this process. On the other hand, in the developed countries, the
changes of surplus-population problems have occurred in process of a develop-
ment of the capitalistic production mode, with the progress of the Industrial
Revolution, and a relative problem of surplus-population that is depending on
Marx has become a subject of argument ([10] p. 978).

In the developed countries considering major England to receive a prosperity
of Industrial Revolution in a descendant 19th century, the fall phenomenon of
birth rate occurred following the trend of death rate to fall by that time. In
history a problem of population decline to experience first time occurs in the
developed countries. According to Malthus, when an economy prospers and it
develops along a growth process, the population increases.

Mackenroth referred to this trend as a process of a large “wave movement”
([8] s. 127). This has been called “a demographic transition” process, and is
well known as “a population revolution”.

“A wave of population (Die Bevilkerungswelle)” occurred having the two
situations to an accelerating increase (Phase steigender) with a diminishing
decrease (Phase sinkender) of a population increase in England and Wales, In a
population mode of the first situation, an increase of birth rate occurred, and then
2 decrease (before 1870) of the death rate occurred. In the population mode of
the second situation, with a decrease of death rate a rapid decrease (since 1870)

of birth rate occurred with a pattern of a low marriage and high marriage age.
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The North-West Eurcpean “wave of population” growth realized ideally the double
shears movement process (die doppelte scherenbewegung der demographsichen
Kurven) in the birth rate and death rate curves (8] s. 128).

Ahout a completion of Scherenbewegung of this new mode process, ne named
it as the “European population mode (Die Bevolkerungsweise)” ([8] s. 333).
After that this wave spread to South-West and Eastern Europe. In South-East
Europe it developed the slowest was to have also gotten on an orbit of this
second situation after the First World War. By the mid-20th century after the
Second World War, the phenomenon of low population increase appeared in
almost all advanced countries like Japan following Europe, and the process of
this Scherenbewegung had come to an end, namely the demographic transition.

He considered “the double shears Scherenbewegung” of “European population
mode” as an object that had been concluded by considering the Iindustrial
Revolution as a background popularized in the world (8] s. 127), and he tried
an analysis of situation progress ([8] ss. 331-338). In a falling situation on a
wave of population growth an accelerating decrease of population and a diminish-
ing decrsase of population appeared from an increase of death over Birth, and
in a rise situation an acceleration increase of population and a diminishing
increase of population appeared from an increase of birth over death.

This draws “a population wave movement” of S character type of a turnover.
According to him, it is “a law of a situation process acceleration (das Gesetz von
Al zeleration des Phaseadiirchaufs)” to act at the historic time to put under
the control of this Eurcpean population mode, once a following other race as-
similates in European social system ([8] s. 335).

He stated that the race to finish all processes of “a population wave move-
ment” of S curve is not. In 1954 to expand this theory, the baby hoom after the
Second World War continued more in the developed countries. Therefore, it is
what he deoesn’t think that a fertility fall after that is below a level of replace-
ment. The decrease of fertility came to show an unexpected tendency from the
mid-1060s. In was the fertility level of 1930s or fell into less than it. Now ihis
unusual change became to like to have called the termination of baby boom and
the appearance of baby burst ([12} pp. 105-112).

1n the developed Buropean countries, the situation to fall resulted even 10 per
thousand levels not to experience in history for a birth rate. Since 1960 the
trend of total fertility rate has appeared under thes 2.1 lavel of replacement,

In the developed European and Morth American countries, the trend of a
population increase nowadays finished European population mode or demegraphic
transition, and a stationary population or a declining population and the problems
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{Survey>

Historical Perspectives of Population Problems .

Yoshikuni Ishi, Josai University

1. The Waves of Population and Population Problems

In the process of history, mankind experienced various population problems
due to “the swelling waves of population”. They appeared either as an under-
population or an over-population problem. From a long-range point of view, it
seems the problems were closely related with the forming of waves of population
in the historical process.

Generally, a population forming a quantitative body is the life of the popu-

lation body based on the reproductive action called birth and death, with social -

action called a migration. The life of a population body has the disposition to
renew itself constantly, both guantitatively and qualitatively. We recognize this
process of renewing as one that is not contradictory. An awareness of this
situation has a bearing on population poblems ([18] p. 116, [22] p.13).

There are two aspects. One is the problem related to population reproduction,
wherein the population itself is the primary factor. This problem is related the
continuation as a life of the population body ([18] pp. 23-30). When this problem
occurs, the situation in question becomes serious, The second appears in
the form of quantitative economic problems related to land, food or living space
(Lebensraum) provided for the population, Furthermore, it occurs as a qualitative
and social problem.

In mankind’s long history, it is easy to suppose that the former, population
reproduction, has occurred. In the first place, there emerged races that have
fought to exterminate other races. At other times the population of a race de-
clined to the level where it becomes difficult to recognize whether or not exter-
mination had been approached. Though discussions regarding surplus-population
flourished after the Second World War, recently discussions of the former
problem has come to take on a serious proportion.

The decline of fertility, —especially the trend toward a low reproduction rate
under the level of replacement and a rapid advance in the elderly population—
is a phenomenon taking place in the developed countries of Europe and North
America for the first time since the beginning of the history of population
structure. Therefore, this process is crucial to mankind’s most important subject

—that is, problems related to the continuation as a life of the population body.
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After the Second World War, the surplus-population phenomenon occurred
as a result of the explosion of sudden population increases in the developing
countries. The force of this population phenomenon became the stimulus that
increasingly triggered “a wave of population” in the 20th century world. The
developing countries arrived at a high birth and a low death rate in the process
of the demographic transition experienced by the developed countries, thus the
differentials became wider.

Further, these countries arrived at the point of explosion at a level far
above that experienced by the developed countries. As a result, “the waves
of population” increase progessively became “a swelling wave of population”.

A long history of world population was the process of a ‘swelling’ wave in
population to have considered these economic revolutions as the core. According
to Wagemann “a wave of population” is one of the same “historical wave” as an
“economic wave’ and “cultural wave” ([14] ss. 37-39, [17] p. 2, [19] pp. 8-12).

“A wave of population” comes to an end having a various cycle and appears
only once. In “a wave of population”, Wagemann said, it is short-range and
long-range with a wave like a business cycle. The former are the short wave
of a population increase and decrease to shake corresponding to the economic
brief change for 8 years, and the latter corresponds to the economic long wave
for 50-60 years. However, a noteworthy fact is the population movement to
correspond to a large wave for 150 vear to do an organic cycle especially.
Considering the three major countries of Germany, France and England, we can
observe the latter in the very strong three-times population increase to occur in
the past 1000 years in the Europe.

Losch said that in the past 100 year’s, population cycles having intervals of
33 years periodically functioned as a cause of business cycles [7]. This is sig-
nificant in making the relation with an economy clear to the population.

Biraben discovers “a wave of population” of long-range periodicity in his
estimation ([2] p.22). The ‘swelling’ waves for the 1000 years are considered as
the peak of each year, B.C. 1200, A.D. 1-200, 1300, and then the waves from
1600 until today are the population increases to be in process of a sudden rise
of a large ‘swelling” wave.

In the agricultural revolutions that occurred in B.C. 8000, the invention of
cultivation (3] pp. 1-21) and domestic animals promoted a development of life
methods, and bore the production forcible expensive areas. This rapidly expanded
a living space, and then caused a large swelling wave of population. Also a
wave of small population has occurred before the agricultural revolution. Grad-

ually its wave already occurred to the cattle breeding from the hunting.
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