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<Summary > RESE R ES S N EEE
. . 3 3 E = B
Changing Contours of the Planned Economies coEtEfoghavng
) L }=) L T d Tt 2
——The Future of Perestroika——- D I pzé N ;? A E I A K °HE W
FE®ECBELL B EL A
B LR S A
Kimio Uno, Keio University % %ﬁ g ‘%: g % ;L H: g 3 g; 23:
bSO 1 - R & il A
The International Institute for Applied Systems Analysis (IIASA) is under- T B L+ F tf}_ o 0 % n)ﬂz B %5 A
. . . . . . e | oL oo B ~ B #
taking a project principally aimed at conducting a research on economic reforms O =R o Jragiiitne
7&01&;?@’)%E‘%u 5&%& = TS
in the socialist countries in general and the Soviet Union in particular. The WooR M OE T B X & [
. . . . , ARy g e Y= KK
project, initiated by Shatalin who served as the mastermind of the Soviet Y b D DK EE — 1B 2
economic reform, produced an interim report in August 1990. This served as T E 0N LW V‘ e = ,\ < :Q
P P £ RoTkhk > &KL RH MW
the core framework for the 500-Day Plan. * N
The areas proposed for intensive studies are: 2 ?}3 § B § %Cél % Zﬁ, % [ﬁg B % A
a. Capital market and privatization (chairperson: Kimio Uno) i - - w7y B2 & H
. L AR o1 am oA B
b. Labor market and employment (Wil Albeda) w B oE W oo P
. Opening of the econo Richard Coo }E]S’g%}:@b)‘[b\ ﬁf‘@’:’?ﬁ
c pening e nomy (Richar per) Sokwme ¥ < N &
d. Economic stabilization (William Nordhaus) M & % WO B T H X B
3 i N == S S
e. Prices and indexation (Alfred Kahn) Z{:‘IT g % ;% g W “/’\‘J‘ § i3 § WE
The paper deals with the policy prescription of the working group of _Ll*: ? g @ 7g; ?é ﬁg‘ iﬁ ) 71; %
! A e
which the author has served as the session chairman. The group’s task is to o R = {7 ok E°H
tackle the problem of creating a capital market and privatizing state enterprises. /JZID Z’o % ﬁ\ %% }i ;i 7; %E‘ % %
We looked at the capital market and privatization issue from the following % HOER # &£ L3 H
viewpoints: (1) the banking system, its structure, (2) the banking system, £ g § % A ﬂ% f 7‘\5 % %ﬂi
how it functions, (3 rivatization process, and (4 rivatized enterprises, Z 1 # K % BZ T & & il
: (3 p p (4> p p I o v R T H
how they function. S
The Soviet economy is shifting from physical planning to market mechanism.
Creation of capital market and privatization have to be dealt with this
background in mind. The state ownership of the means of production has
been the ideological cornerstone in the socialist economic system, making
privatization the issue of particular importance. The theory of dualistic eco-
nomic development which incorporates, within a single framework, the concept
of discontinuity betweenthe labor-surplus stage and the neo-classical stage,
proves useful in this context.
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< Summary >

Swedish Model of the Welfare State

——Its Economic Rationality and Problems—

Naomi Maruo, Keio University

Sweden is assumed as a typical welfare state. Both the social security
expenditure and the tax and social insurance premium vis-a-vis national
income are highest in the world.

In this paper I tried to show how the Swedish Government has devised to
make the high level of social welfare compatible with economic efficiency.
1 pointed out the economic rationale which underlies the economic and social
policy in Sweden. The Swedish economy overcome the stagflation, and the
deficit in the government budget in the early 1980s. It maintained a modest
growth, a low rate of unemployment in the latter half of the 1980s. The
British Conservative Government led by Mrs. Thatcher also seemed to over-
come the similar economic difficulties by a different theoretical assumption and
policy mix. However, the economic record of both countries in the last decade
between 1979 and 1989 are not so different. Both countries succeeded to
recover the budget balance and international balance of payments at the end of
the 1980s. The average rate of economic growth in real terms and the average
rate of consumer price increase in the decade were a little better in Sweden
than in the U. K. The large differences were the rate of unemployment and
the percentage ratio of social security and allied social services in national
income.

However, since the end of the 1980s both Sweden and the U. K. have been
suffered from inflation and the deficit of international balance to payments
again. The experience of Sweden, the U. K. and other developed countries
including Japan suggests that the most important factor which influenced the
economic fundamentals, especially the rate of inflation and the balance of
payment, was not so much supply-side factor and monetary-side factor as
distribution side factor. It was recognized that the relation between wage
increase and the rate of economy-wide labour productivity was very important.
Mrs. Thatcher’s Government tried to suppress wage increase by confronting
with trade wunions and increasing unemployment while the Swedish Social
Democratic Government has tried to moderate trade unions by accepting their

demands on social policy, shortenning of working hours, improving work
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environment and by promoting the employees participation in decision making
and in collective asset formation. Japan has succeeded to maintain a stable
economic growth and favourable econcnomic performance by the so-called
Japanese way of management, but the distribution-side is not yet solved.
The economics and economic policy of ditribution-side are now required to

develop
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As for the author’s estimates and analyses on the Soviet ‘real’ military
expenditures since the 1930s to 1985, see the author’s book, Haruki Niwa,
Soren Gunji Shishutsu no Suikei (The Analytical Estimates of the Soviet Military
Expenditures), Hara Syobo, Tokyo 1989.

(8) These figures on the growth rates of the Japanese economy are derived from
the official figures published by the government of Japan. See Research and
Statistics Department of the Bank of Japan, Comparative Economic and Finan-
cial Statistics, Japan and Other Major Countries, Vol. 25, Tokyo 1988, p. 30.
See also The Economic Planning Agency of the Japanese Government, Keizai
Yoran (1988) (The Economic Statistical Handbook), Tokyo 1988, p. 222.

(9) For the detailed explanations about this judgement by the author, see the
author’s book, Haruki Niwa, Keinzusyngi no Fukken (The Revival of the Key-

nesian Policy Thought), Bijinesu Sya, Tokyo 1987, pp. 121-135.

(10) For the detailed discussions by the author about the process of the econom-
ic recovery in the Japanese economy since the latter half of 1987, see the
author’s paper, “Nichi Tai Kan To-hoku Ajia Jiyi Keizai-ken no Yakushin to capitalism ?
Kongo no Sekai Josei” (The Grat Progress in the Free Economy Area in North
East Asia and the Coming World Situations), which was presented at the ‘1988
Fukuoka Symposium’, in Higashi Ajiya wi okeru Seiji no Minshuka to Keizai
Kyoryoku (The Political Democratization and Economic Cooperations in the East
Asia), edited and published by The Association for the Japan-ROC Cultural Our conclusion :
Exchange (Fukuoka), Fukuoka 1988, pp. 54-64. L

(11) See the author’s paper cited in footnote 10.

(12) The author considers that Japan is a rather good open market for the for-

<Summary >

Transformation of Economic Systems and its Trend

Taketoshi Nojiri, Kobe University

The chain of events that have occurred in East Europe since autumn of
1989 may rightly be called an “East European Revolulion”. The dramatic fall
of the political and economic systems based on Marx-Leninism may be a hint
that the grand drama of modern communism in onr century has come to an

end. Does this, however, mean, as widely said, a triumph of liberalism or

This paper was prepared to trace the development of liberalist and socialist
socioeconomic systems, and to elucidate the transformation of these systems

as well as the historical and theoretical causes that led to the change.

Both liberalist and socialist systems tend to approach each other and

converge toward market-oriented mixed systems of a similar nature,

eign suppliers of manufactured industrial goods. The import of foreign-made
machineries of Japan increased 2.6 times from 12.4 billion dollars in 1985 to
32.4 billion dollars in 1989. Even in the stagnating period from 1985 to 1987, it
1.55 times. See The Economic Planning Agency of the increased Japanese
Government, Japanese Economic Indicators, No. 11, November 1986, p. 110 and
Japanese Economic Indicators Quarterly, No. 1, July 1990, p. 114.

This extremely rapid increase in the machinery imports of Japan was
mainly due to the ‘price effect’” which came from the rocketing up of the value
of Yen in the international money-market. This in itself would be very good
evidence indicating that the door of the domestic market of Japan has been
sufficiently opened for the foreign made manufactured commodities.

(13) The author has confirmed the effective feasibility of the Keynesian-type poli-

cies on the Japanese economy in the surroundings of the contemporary open
international economic systems by the use of both theoretical analyses and
econometric simulations. See Haruki Niwa and Katsuhiro Miyamoto, “Trade
Balance in the Floating Exchange-rate System and IS-LM Framework : A Theoret-
ical Analysis on the US-Japan Imbalance and the Recommendable Policy-mix”,
The Asian Economic Journal, Vol. IV, Number 2, September 1990, forthcoming.
See also Taichi Katsuki, Hiroshi Kato, Haruki Niwa, Katsuhiro Miyamoto and
Bungo Ishizaki, “Nihon Keizai ni tsuiteno Keirydteki Seisaku Shimyureishon”
(An Econometrical Policy-Simulation on the Japanese Economy), Working Paper
No. 1, The Modern Economic Research Center (Tokyo) and Kobe Art and
Technological University Foundation (Kobe), September 1986.
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namely: free competition in microsphere and global steering in macro-
perspective.

Along with this, the basic mind of modern socioeconomic systems,
such as (individual and group) egocentricism, monistic rationalism, econo-
mism and so on, could not sustain itself and, therefore, would be

compelled to overcome itself.
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‘transition program’ to market economy must be carried out successfully. And
for the successful execution of the transition program, in turn, some drastic
reductions in the Soviet military expenditures must be a vitally necessary prere-
quisite as cited above.

After the completion of the Soviet transition program, the Soviet military
forces will become to be an ‘international public goods’ the same as the count-
erpart of it in the US. In the 1990s, in view of the probable prospects of the
very rapid economic growth in it, the East Asian countries, especially Japan,
must make some contributions to the maintenances and workings of the ‘inter-

national public goods’.

The Soviet Governmental Budget, 1983—1990%

Budget Deficit

Expenditure  Revenue Deficit as Share of
National Income
—in billion current roubles— (NMP by use)
%
1983 354.3 338.4 15.9 3.0
1984 371.2 356.3 14.9 2.7
1985 386.5 372.6 13.9 2.4
1986 417.1 371.6 45.5 7.9
1987 430.9 378.4 52.5 9.0
1988 459.5 378.9 80.6 13.0
1989 planned 495 395 100 15
forecast (Maslyukov-Gosplan) - 120—121 18
actual (provisional) 92 14
1990 planned 489.9 429.9 60 9
F oo Including the budgets of local governments.
Sources :

Total expenditures and revenues
198387 Plan Econ Report, Vol. 5, Numbers® 34-35, September 1, 1989, p. 31 and Vol. 6,
Numbers 7-8, February 21, 1990, p. 13.
1988 Pravda, November 11, 1989, p. 2.
1989
(Planned) Pravda, October 28, 1988, pp. 4-5 and October 29, p. 2.
(Forecast) Pravda, August 5, 1989, p. 1 and Ekonomika i zhizw’, No. 6, February 1990,
p. 15.
1990
(Planned) Pravda, November 11, 1989, p. 2.
National income (‘NMP by use’ in current roubles)

1983—88 Narodnoe khoziaystvo SSSR v 1985 g., p. 411, - za 70 let, p. 430 and
~~~~~~ v 1988 g., p. 16

1989 Preliminary estimate in Plaen Econ Report, Vol. 6, Numbers 7-8, February 21
1990, pp. 10-11.

1990 The author assumed that the roughly estimated figure of national income by

use in 1990 would be 675 billion roubles.
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Notes

(1) N. Shmelev,“Ob ekstrennykh merakh po predotvrashcheniu razvala sovetskoi
ekonomiki”, Voprosy ekonomiki, 1990, No. 1, pp. 19-20.

(2) See Embassy of the USSR in Tokyo, Kon Nichi no So Ren P5 (Soviet Union
Today), No. 18, September 15, 1989, p. 63.

(38) As for the investment and military build-up drive in the original plan of the
Soviet 12th FYP, see the excellent analysis in Plan Econ Report, Vol. 11, Jan.
1986, pp. 1-8. See also an econometric simulation analysis about it which was
worked out by the author, Haruki Niwa, “An Econometric Forecast on the
Military Expenditures in the Soviet 12th FYP” (in Japanese), in The Annual
of Japan Economic Policy Association, Vol. 36, 1988, pp. 127-137.

Recently, through his speech of April 27 in 1990, Mr. Gorbachev leaked that
the original planned figure for the increase in the Soviet Military expenditures
in the 12th FYP was a quite ambitious one, i.e., 46% increase in the 5 years.
See Pravda, April 29, 1990, p. 1.

(4) See Pravda, November 11, 1989, p. 2. See also Pravda, September 26, 1989, p. 3.

(5) See Ekonomika i zhizn’, No. 32, August 1990, p. 15. See also Pravda, May 29,
1990, p. 2.

(6) In the latter half of the 1940s, immediately after World War II, some
countries carried out ‘currency reform’ in order to eliminate the inflationary
excessive purchasing power which was generated and cumulated during the
war time. In the Soviet Union, such a currency reform was carried out
on December 16 in 1947 under Mr. Stalin’s administration. According to the
estimate by BIS, the Soviet Government made void 480 billion old-roubles out
of the total value of the cumulated purchasing power, i.e., 580 billion old-
roubles. See BIS, The 18th Annual Report, Basel, 1948, p. 140. In Japan, the
same sort of currency reform was prosecuted in 1946 by the government of
Baron Shidehara. On January 23 in 1991, the Soviet government partially exe-
cuted a similar currency reform by halves, though it was extremely insufficient.

(7) Soviet Prime Minister, Mr. Ryzhkov, leaked that the total ‘real’ military ex-
penditures in 1989 were 77.3 billion roubles; in addition to it, the yearly-average
war expense in Afghanistan was cited as around 5 billion roubles. See Ekono-
wmicheskaya gazeta, No. 24, 1989, pp. 4-5. It would be worth around 13% of
‘the national income by use’. For 1990, the Soviet official planned budget for
the ‘real’ military expenditure was reported as 70.9 billion roubles, or 14.5% of
the total state budgetary expenditures. See Pravda, September 26, 1989, p. 3
and November 11, 1989, p.2. The official budgetary planned figure for the Soviet
military expenditure in 1991 was reported as 96 billion roubles, or 35% increase
from the previous year. See Pravda, January 12, 1991, p.2.

However, through his statement of July 3 in 1990 at the Party Congress,
the Soviet Minister for Foreign Affairs, Mr. Shevardnadze, said that the Soviet
military expenditures would be 1/4 of the total state budgetary expenditures
(see Pravda, July 5, 1990, p. 5). President Gorbachev also leaked, through his
speech of April 27 in 1990, that the Soviet military expenditures would be 18%
of the national income (see Pravda, April 29, p. 2). From these statements of
both Soviet leaders we can derive a figure of the Soviet total ‘real’ military
expenditures in 1990 as around 120 billion roubles.
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Asian NIES could afford a considerable effective support to the ‘transition
program’ of Soviet Russia and Eastern Europe.

In case, if the Soviets do dare to decide to return the ‘Japanese Northern
Territories’ (which have been occupied by the Soviet troops since September
1945) to Japan, and at the same time, do dare to carry out the drastic reduc-
tions of their military expenditures, they could be in high hopes of obtaining

large-scale economic supports and co-operations provided by Japan.

3. On the Prospects for Overcoming the ‘Qil Crisis’

Here, I would like to consider two gloomy problems: the oil crisis and
trade friction.

At the present-time in the autumn of 1990, the world economy is suffering
from ‘the 3rd oil shock’ which has come from the Iraqi invasion of Kuwait.
Seeing from the point of view of a Japanese economist, in the long run, the
forecast might be rather optimistic.

Nowadays, all the economic journals and papers published in Tokyo or
Kyoto/Osaka are filled up with the tidal waves of news which report a good
many of the great successes in R & D for energy-saving technologies in Japan.
It seems, very recently, the epoch making break-throughs for the hightechnol-
ogies are concentrated on the R & D with regards to the new systems of
electricity, i. e., super conductivity, solar cell, condenser-like super secondary
battery, etc.

In the coming several decades, human beings on the entire globe will
surely solve the energy problems, using these new technologies. In the 1990s
and in the first 10 years of the 2lst century, Japan will be a most decisively

important supplier of the necessary new technologies for it.

4. On the Trade Frictions

The Japan-US trade friction is another gloomy problem. In the post-cold-
war period in the 1990s, there might be some possibility that a few shortsighted
American opinion-leaders would be eager to regard Japan (instead of the
USSR) as the ‘adversary’ of the US. It would inevitably accelerate the rising
up of the protectionist trade policies in the US.

In the worst case, it might be conceivable that the Japan-US trade will
fall into the situations in which it shall be vigorously restricted through direct
bureaucratic controls of the US government. It would be considerable damage
to the entire world trade.

However, in view of the very modest attitude of the Japanese policy
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makers, it is unthinkable that Japan dare to do some retaliatory actions against
the US protectionist trade restrictions. Under the hard conditions in such a
case, Japan will continue her free-trade-oriented policy to the best of her
ability.“® Even in the worst case, in which the US has armored her whole
domestic economy with a great number of protectionist direct restrictions as
like a strong fortress, Japan will be able to continue her economic prosperity
if she has succeeded in keeping free-market-oriented close relationships with the
Asian, Oceanian and European nations inclusive of the newly coming market
economies of the Soviet and East European countries. It would be a very good
remedy for the world economy which might be suffering from the siege of the
protectionist fortress of America.

An indispensable requirement for it would be that Japan should keep a
Keynesian-type growth sustaining and ‘enriching-my-neighbor’ attitude in her

fiscal and monetary polices.“®

It must be an inverted policy concept of the
anti-Keynesian-type retrenchmenting ‘beggar-my-neighbor’ policy.

As cited above, in 1989-1990, the Japanese economy has nearly realized full-
employment. Now, the export surplus of Japan is rapidly decreasing. In other
words, today, the economy of Japan is approaching a well-balanced equilibrium.
In this meaning, Japan in 1990 is already not the problematic being in the
world economy. The government of Japan must do some policy endeavors to
keep this good position. It must not go back to the problematical ‘imbalance-

makieg’ policy which it had taken before 1987.

5. On the New System of the ‘International Public Goods’

In the coming several decades, despite the prospected results of the good
agreements for arms reductions or arms controls, both the United States and
the Soviet Union will keep their global positions as the military super-powers.
In this meaning, for world peace and the national security of every nation,
the global system of the ‘Pax Russo-Americana’ would be indispensable in the
coming post-cold-war era.

As well known, the ‘Pax Russo-Americana’ in the 1960s and 1970s was
based upon the mutual deterrence system of the cold-war regime. The strategic
posture of the cold-war regime came from the hostile confrontation between
the capitalist market economic system and the communist-socialist system of
command economy.

In the 1990s, the coming system of the new ‘Pax Russo-Americana’ would
be and must be based upon the friendly relationships between both military

super-powers. For the smooth functioning of the new regime, the Soviet



If these necessary requirements are not fulfilled, the inflationary pressure
will burst very soon. The result of it might be either a runaway going of a
hyper-inflation, or to make matters worse, it would be a rapid spreading of
the situations of ‘repressed inflation’, i. e., price-controls and rationings over
all the sectors and aspects of the economy. The latter would be nothing else
than the decisive failure of the Soviet ‘transition program’ and of her ‘perest-
roika’ policy, at least for the time being. (It should be remembered that, in
the presentday period of 1989-90, in the Soviet Union, the spreading over
of the repressed-inflation-type direct controls are the very actual state of
things.)

However, in the very long run and either way, the Soviet economy will
complete her transition process to market economy. This will happen because
there are very few allowances for the efficiency-improvements through any
endeavor of the institutional reforms for the old-fashioned Soviet-type command-

economy.

2. On the Economic Abilities and Powers of Japan and Asian NIES

Regarding the economic capabilities and powers of Japan and Asian NIES,
we must pay attention to the very important effects and its meanings of the
recovery of the business activities since the latter half of 1987 in Japan.

During the very long period from 1974 to 1986, Japan had been suffering
from the stagnant economic situations of herself. In this 1974-1986 period,
compared with the high growth rate in the 1960s (10.7% per annum on the
average in real term GNP), the real growth rate of the GNP in the Japanese
economy decreased to a very low figure of approximately 1/3, or 3.7% per
annum on the average.® No doubt, the stagnant trends in Japan in that
period, came from the anti-Keynesian-type retrenchment-oriented fiscal policy
by the Ministry of Finance of Japan. During this period, in Japan, owing to
an insufficient domestic total demand, a strong export-drive had been largely
incited. It was virtually a time of the ‘beggar-my-neighbor’ policy which had
been carried out by Japan. A great deal of trade frictions had risen from
it.®

From the autumn of 1985 to 1987, the exchange rate for Yen drastically
changed: i. e, from ¥ 245=8$1 in the summer of 1985 to ¥ 123=8%1 in the
end of 1987. During the several years up to the first half of 1987, the large
increse in the value of Yen in the international money market was a suddenly
emerging heavy burden for the exporting industries in Japan. At that time, it

gave a gloomy climate to the business world of Japan.
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From the standpoint of the Asian NIES, the rocketing up of the value of
Japanese Yen was a great good gift of heaven for them. It gave a strong
competitiveness for their industries.

However, in the post-1985 period, if the Japanese economy had fallen into
a severe depression which might have been caused from the slump of her
exporting industries, the economic activity of the NIES would have also lost
its vigor, because Japan would have been a great customer and a very important
investor and high-technology-supplier for the economy of Asian NIES. Very
fortunately, since the autumn of 1987, Japan entered into the process of the
recovery in her trade cycle. It was primarily due to the very low domestic
interest-rate in Japan of the time, which came from her long continued big
export surplus.’® However, the economic recovery in Japan was promoted, at
least partly, by the revived Keynesian-type fiscal policy.

To our surprise, in the post-1985 period, a large part of the exporting
industries in Japan did not lose their competitiveness. It has been proved
that the level of technology in the up-to-date ‘high-tech industries’ in Japan
is conspicuously good. A large part of these industries have succeeded in
keeping their competitiveness even in the post-1985 period, while the consumers
in Japan have enjoyed a rapid increase in supplies of imported cheap manufac-
tured goods from foreign countries (especially from Asian NIES).

Needless to say, the situation would be an optimum condition for the Asian
countries. ™ They could enjoy many good effects coming from the rapid growth
of their exports to the gigantic market of Japan. In the case of the NIES,
they have succeeded in a remarkable development of the ‘horizontal trade’ with
Japan.

At the same time, as far as the value in dollar term is concerned, the
ability of Japan for investment activity toward foreign countries has greatly
jumped in the post-1985 period, because of the exceedingly high value of Yen
in the international money market. Nowadays, all Asian countries can receive
a tremendous volume of capital inflow and technology transfer from Japan.

Very recently, from the latter half of 1989 to the autumn of 1990, in
Japan, there has been a large increase in the domestic rate of interest. In the
short run, there aresome fears for the ending of the economic boom. Even in
Korea, today, there is a slightly sluggish tendency in her economic development.
However, in the long run, and basically speaking, the aforementioned mechanism
of the mutually-sustained growth in East Asia since the latter half of 1987
will be continued for the coming several decades.

It means that the growing great economic power of Japan and the East
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<Survey >

The World Economic System in the Post-Cold-War Era
and the Role of Japan: A General View*

Haruki Niwa, Kyoto Sangyo University

1. On the Soviet Transition Program

The currently much discussed ‘transition program to market economy’ for
the Soviet Union has a very important world-wide significance. In case, if the
‘transition program’ attains its goal successfully, the economic system of the
Soviet Union would be virtually metamorphosed into the western-type ‘capi-
talist’ market economy. It probably means the disappearance of the cold-war-
style confrontations between ‘the east’ and ‘the west’. It would be a great
contribution to world peace.

However, in view of the fact that the present-day’s actual situations in
the Soviet economy are in a severe crisis, the carrying out of the ‘transition
program’ would be extremely hard work.

It seems, the most dangerous source of difficultiesis the demand-pull-type
inflationary pressure coming from the cumulated excessive cash holdings of
the Soviet consumers. The estimated value of it would be around 500 billion
roubles in 1989, or equivalent to 76% of the national income.” According to a
statement by the Soviet Minister of Finance, Mr. Pavlov, the ratio of the total
volume of the high powered currency to the total available amount of
the commodities of consumer’s goods in the Soviet economy increased 8 times
from 1960 to 1989.®> Such enormously augmented excessive cash holdings in
the Soviet economy are an outcome of the long continued huge deficit of the
state budget (see Table cited on p. x), in which a large part of it has been
mostly financed by newly issued paper money accompanied with a very insuf-
ficient supply of commodities. In this regard, it should be remembered that
the initial and formidable jumping up of the deficit under Mr. Gorbachev’s
administration was primarily due to the immoderately ambitious budgetary

allotment to the investment drives (especially the very ambitiously planned

* o A preliminary brief summary of this paper was presented by the author at
the International Symposium on ‘A Quest for a More Stable World Economic
System’ organized by The International Institute for Advanced Studies, Osaka,
Japan, October 25, 1990.
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allotment to the investment projects in the machine-building and munition-
producing industries) and military buildup, with very little care for the sources
of revenue, at the starting point of the 12th FYP.®’

In the original state budget for 1990, the deficit had been programmed to
be curtailed to 60 billion roubles from 92 billion roubles in 1989.’ Despite
the rather small value of the deficit during the January-May period in 1990
(which was reported by the Soviet State Committee of Statistics), President
Gorbachev strongly emphasised the critical seriousness of the budgetary-deficit
problem through his speech of May 27th in 1990.> A large increase in the
word market prices of oil since August of 1990 would be a favorable condition
for the Soviet state budget. However, owing to the decreases in profits of state-
enterprises (due to the declining tendency of industrial production) and in-
creases in excessive wage-paiments, the fulfilment of the deficit-curtailment pro-
gram for the state budget in 1990 would be a very hard task. We must consider
that the cumulated excessive cash holdings and the inflationary pressures in the
Soviet economy have continued to increase in 1990.

Profoundly speaking, no doubt, the Soviets should make void a large part of
the excessive cash holdings through some sort of currency reform, as soon as
possible.® Anyway, in the present-day Soviet Union, an exhaustive curtailment
of the budgetary deficit is an urgent necessary prerequisite which should be
fulfilled at any sacrifice for her successful transition to market economy. In this
meaning, nowadays, a drastic reduction of the military expenditures is a vital
requirement for the Soviet economy.”” Addition to it, for the current Soviet
Union, in view of the extreme shortages of all the commodities and the
terrible lag and deficiency in technologies and facilities (especially in infrastruc-
tures) in her economy, some big economic aids and co-operations] by western
countries (inclusive of Japan and Asian NIES) would be indispensable for her
successful transiton to market economy.

In sum, it seems, the necessary requirements for the successful comple-
tion of the Soviet current ‘transition program’ are as follows:

(1) the freezing or making void of the cumulated excessive cash holdings,

(2) an exhaustive curtailment of budgetary deficit which mostly should

be attained through the drastic reductions of the military expenditures,
and

(3) large-scale economic aids and co-operations which might be provided

from western countries, especially from Japan and Asian NIES. (A
necessary prerequisite for this would be the establishment of the

convertibility of the Soviet currency.)

— v —



Economic Policy, The Development of the Science of Economic Policy, (1988).

The Association’s themes printed in the annual reports are as follows:

“Conditions of Economic Independence for Japan” (1950

“Patterns of Economic Control” (1951)

“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” (1960)

“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)

“Oligopoly and Economic Policy” (1970)

“A Reappraisal of Recent Japan’s Economic Growth” (1971)

“Pollution and Economic Policy” (1972)

“International Comparison of Pressent Economic Policy” (1973)

“Internationalization and Industrial Organization” (1974)

“Contemporary Inflation and Distribution Policy” (1975)

“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 Japnese Economy” (1981)

“Pacific Ocean Community and Japanese Economy” (1982)

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

“Science and Technology in Economic Policy* (1984)

“Regional Development and Economic Policy” (1985)
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“Role of Government in Japanese Economy” (1986)

“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)

“Industrial Policy and the World —Response to Borderless Economy—" (1990
The Association is administered by a board of 25 members elected every three
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 (Prof., Kobe Univ.), M. Nishino (Prof., Meiji Univ.), T. Nojiri (Prof.,
Osaka Gakuin Univ.), T. Noma (Prof., Doshisha Univ.), Y. Hara (Prof., Aoyama
Gakuin Univ.), T. Fujii (Prof., Nagoya Univ.), K. Masamura. (Prof., Senshu
Univ.), N. Maruo (Prof., Keio 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
was appointed as a chief editor of annual reports.

The Association adopts as one of its objectives co-operation with similar
foreign associations, though the society has not yet to realized effectual steps
towards this aim. However, the Association welcomes from time to time some
foreign scholars who show their interest and attend the annual meeting. The
Association is now intending to broaden international leaisons in various forms

as extensively as the budget permits.
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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
bofore 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-eight volumed of
annual reports have been published until 1990, 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 organized
by the Association in its commemoration of the 15th anniversary of the Japan
Economic Policy Association.

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

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

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

H. Matsuo & K. Yamaoka, 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. 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
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