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cies in the 1980s: Implications for U. S. Trade and Investment, Hudson Inst.

Research Report H1-3470-RR, New York: Hudson Institute Inc., Oct, 1982.

providing me with so many important advices.

Institute, London, 1980.
Wheeler, J. W., M. E. Janow and T, Pepper, Japanese Industrial Development Poli-
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Bc. Therefore all benefit of MITI-type IPSI, B, is as follows.

B=Bs+Br+Bc

9. The Comparison between the Requisite Cost and the Resultant Benefit

The reputation of MITI-type IPSI implementation is decided through
the amount comparison between the requisite cost (C) and the resultant
benefit (B).

The successful case is the case where the resultant benefit generated
by the treatment of MITI-type IPSI is highly larger than the requisite cost.
The domestic private corporations of strategic industry take off and are so
vital that they capture the very large share in the world market, though
they required the preferential policy to cost much. The successful case

definitely leads to the increased national economic welfare.

Figure 1 The Successful Case where IPSI Generates Large Benefit

Benefit

IPSI
Benefit

Time

Free Market Competition —>

Cost
The very affirmative case is expressed by C<B.

The fundamental elements to actualize the successful case are the very
excellent policy-making of government, the effective policy implementation,
the strong performance of the domestic private companies to accept the
policies. The resultant benefit has been smaller than the requisite cost,
when the usual infant industry protection policy has been implemented.
The result of the infant industry protection policy is expressed by C<B,
C=B, and C<B (but C and B are almost same scale). In contrast to the
infant industry protection policy, MITI-type IPSI, that is, the industrial

policy to foster Japanese leading industries such as steel, automobile and

— XK —

computer, actualizes the successful pattern in which the resultant benefit
completely surpasses the requisite cost. This is the important feature of
MITI-type IPSI or the crucial difference between the traditional infant
industry protection policy and MITI-type IPSI®.

3. Conclusion

MITI-type IPSI has generated various benefits for domestic economy
and has contributed to the development of Japanese economy. Recently
some people think that all economic powers which used to exist in the
world history have declined and therefore Japan will decline in the future.
But I have the clear idea that the nation to have very strong manufactur-
ing industries created by excellent high technologies never declines and will
be prosperous by earning large benefit from the world economy. Therefore
the most important key to realize the continuously successful development
of national economy depends on the growth of beneficial manufacturing

industries supported by very high technologies.

Notes

1) MITI-type IPSI is MITI's industrial policy to promote the strategic indus-
tries such as steel industry, automobile industry; computer industry and
other high technologeis industries which expand Japanese economy.

)] Let other differences between the traditional infant industry protection
policy and MITI-type IPSI be pointed out. The first difference is that there
exists the excellent governmental organization to let policies be so successful
at MITI-type IPSI, that is to say, just MITI, though at the implementation
of traditional infant industry protection policy such a strong organ is not or is
not supposed. The second difference is that at MITI-type IPSI MITI has used
s0 many effective or sophisticated policy tools such as subsidy, preferential
financing, administrative guidance, diverse authorities, vision setting, indus-
trial law, preferential tax treatment, major, and joint R&D project, though
at the traditional infant industry protection policy a government is supposed
to make use of just simple policy tools like high level tariff or import quota
mainly to protect the domestic market for the domestic industries.
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{Report)

Export Propensities of Foreign Multinationals, Foreign
Ownership Shares, and the Effects of Ownership
Restrictions in Southeast Asian Manufacturing

Eric D. Ramstetter, Kansai University

This paper examines the export performance of foreign multinationals
and local firms in manufacturing industries in three rapidly growing Asian
economies. Analyses of firm-level cross sections for Indonesia in 1992 and
Thailand in 1990, as well as an industry-level cross section for 1992 and time
series for 1975-1993 in Singapore all reveal a very strong and positive rela-
tionship between foreign ownership shares and the export propensities of
foreign multinationals. In Indonesia and Thailand, part of this correlation
is due to the presence of foreign ownership restrictions, which are often
waived if firms export a large portion of their output. However, the analy-
ses here indicate this correlation persists even after policy effects are parti-
ally accunted for and is also present in Singapore, where there are very
few (if any) ownership restrictions. Although much further research remains
to be done in this area, the results are robust enough to strongly suggest
that foreign multinationals in these economies often view a large owner-
ship share as a prerequisite for granting an affiliate access to their inter-
national marketing networks. In short, multinationals appear to treat their
international marketing networks a proprietary asset to be allocated in a
manner that maximizes corporate goals (e.g., profits, market share). If this
proposition is accepted, it follows that regulations limiting foreign equity
shares in foreign multinationals operating in Indonesia and economies by
Thailand can place a severe constraint on foreign multinationals in those
limiting their ability to use their unique marketing assets and thereby limi-

ting the potential for host economies to benefit from access to these assets.
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<{Report)
The Theory of Industrial Policy

—MITI-type IPSI as the Dynamic Contributing
Factor to Economic Development ~ the Analysis
of Diverse Benefits the Policy Provides—

Hideki Hirota, Departmert of Economics of Nagaoka Junior College

1. The Resultant Benefit of MITI-type IPSI

The various groups can get much benefit after MITI-type IPSID is so
successful that the domestic manufacturers of strategic industry are highly
competitive in the world market. The first group to get'beneﬁt is the do-
mestic company of strategic industry. Let the benefit domestic strategic
industry’s firms acquire be inscribed by Bs. Bs increases rapidly as the
domestic manufacturers’ sales expand in the domestic market and the over-
seas market, Let the sign P mean the price of strategic industry’s product
supplied by domestic makers and the sign Q mean all sale amount of the

product in domestic and overseas market.
Bs=PQ

Basically a strategic industry tends to have diverse linkage effects to
the domestic industrial economy. First, a strategic industry tends to create
other new industries. For example, automobile industry as a strategic industry
created the automobile parts manufacturing industry, the automobile sales
industry and gasoline supply industry. Secondly, a strategic industry is
liable to expand the demand of other industries. The rapid’y rising auto-
mobile industry expanded the demand for steel or rubber. Also, it expanded
the business of road construction. Thirdly, a strategic industry is inclined
to lift the technological level of other industries. For example, computer
industry as a MITI’s strategic industry increased the technological level of
automobiles, machinery, and steel production when they used computer
technologies for their own products or the production method of the prod-
ucts. Let the sign Br indicate the benefit domestic related indusrites acquire
through the linkage effect. When MITI-type IPSI succeeds well and strate-
gic industry’s manufacturers supply a large amount of inexpensive and high
quality product to the domestic market, the domestic consumers enjoy tre-
mendous benefit. Let domestic consumers’ benefit be inscribed by the sigh
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{Summary)
Economic Globalization and the Change of System

Shigenobu Yamamoto, Kansai University

In the contemporary world, MNE (multinational enterprise) and NGO
(nongovernmental organization) are considerd to be global actors in the
world economy. This paper aims to show that these MNE and NGO as
economic policy makers are gradually substituting the nation state (here-
inafter as state), the strongest system in ruling economy since the 17th
century.

First. The most popular behavior of MNE is the global internalization of
market transactions, while the economic policy of the state only influences
the market. As a result, there exists many difficulties when the state
pursues its economic policies. These are tax evasion due to the international
transfer pricing, the hollowing out of the firms in investing countries and
the difficulty of adjustment in international balance of payments, all of
which are caused by intra-firm trade of MNE.

Second. Many economists (e.g. B.A. Weisbrod) regard economic role of
NGO as private supplier of the public goods, such as development aid,
preventation of environment destruction and so on. However, there are
three different types of relation between the policy of the state and the
behavior of NGO. These may be named contradiction, substitution and
complentarity, and in the case of contradiction, the effect the former’s
policy is more or less canceled by that of the latter’s behavior.

All these two phenomena must reduce the role of the state as an econo-
mic policy maker. In order to mitigate this unfavorable effect to the state,
international harmonization of the state regulations and the localization of
the state power will be required. However, it must be recognized that the
state has coercive or compulsive power in ruling economy. In using it, the
state could achieve a competitive position with MNE and NGO in the world
economy. In such a position, the economic system will be changed for
more progressive one, and economic welfare of the world will be increased,
since, together with the state, MNE and NGO supply much more various
kindsof both private and public goods than in the present economic system.
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{Sammary)

Institutional Shift and Innovation

Minoru Nishida, Kwansei Gakuin University

Here we are expected to demonstrate an idea about institutional factors
affecting innovation, especially technological innovation, and to investigate
the future of the innovation mechanism of this country. In order to deal
with this task, we need first to show a brief survey on the developement
of new theory of technological innovation. Since the late 1970s, a new
thought against the Schumpeterian tradition has acquired certain influences
in economic theory of innovation. Such studies by N. Rosenberg, D. Sahal,
and G.Dosi emphasized the continuous, cumulative nature of technological
innovation and demonstrated the importance of accumulated effects of
numerous small improvement or progress in technology. Also, they put
emphasis on the role of “learning-by-doing”’ and “‘learning-by-using’’ effects
in technological development.

Our point is that this ssevolutional” theory of technolological develop-
ment seems very well applicable for explanation of the Japanese success in
strengthening competitiveness of certain industries. In order to show the
reason why the Japanese industries could realize better the “learning
effect” in technological development than the other advanced nations,
however, we need to investigate the institutional characteristics of the
economies. Here we refer to the concept of *“national systems of innovation’
proposed by C. Freeman and B. Lundvall, and the innovation mechanism
analized by M. E. Porter, both of which try to give clear explanation of
relations between the innovation mechanism and the institutional characte-
ristics of nations.

Now faced with drastic changes in circumstances of the Japanese indu-
stries, especially rising value of the Yen and paradigm shift in information
technology, the Japanese innovation mechanism is under reconsideration.
Although it does not seem prudent for Japan to abandon the previous
merits of cumulative improvement mechanism, it needs to encourage inno-
vations through removing government intervention and more active mobility

of work force among firms as well as among industries.
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{Summary)

Institutional Change and Economic Policy

Hiroyuki Kawanobe, Tokai University

Exclusionism, discretion and cooperation are main features for the
Japanese system of decision-making and policy management in economic
policy. The iron-triangle connections of bureaucrats, industries and diet
policy tribes are formed along with the jurisdiction of each bureau. Holding
common information, they form relation specific assets by long-run interac-
tion including personnel exchange. Bureucrats take the discretionary initiative
in the industrial policy, and all firms in each industry cooperatively accept
their ‘moral persuasion’.

The parliamentary government system and the relative autonomy of
bureaucrats are main sources of features for the Japanese decision-making
and policy management system in economic policy. Under the medium
constituency system, political tribes of diet are formed by the faction-coali-
tion governments of the long-run postwar LDP dynasty. By the relarive
superiority within political actors, bureaucrats discretionarily brought up
industries, made the framework of competition, kept watching and arbitrated
each firm’s conducts.

As for the central and local administrative relations, financial relation-
ship between these governments is weighed heavily on the revenue distribu-
tion. The triangle connections of congressmen elected from each district,
central government officials and local governments are formed to redistribute
huge financial resources from central to local governments. Interests of
low population density areas, rural districts and the agricultural industry
are excessively expressed because of the disproportionate constituency sizes.
Through their rent-seeking activity budgetary and regulatory favors are
provided to their constituency. Under Japanese system of decision-making
and policy management, the formal means for resource allocation were used
for redistribution from growth sectors to less developed sectors and areas.

The globalization of economic activitise, the internetional economic uni-
fication, rapidly aging popultion structure remarkably reduced effectiveness
of the policy measures.

In the world of uncertainty without any preceding policy model, the

correct answers should be discovered through competitions. The market
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competition has a peculiar function of rapidly diffusing knowledge with
remarkably low cost. In a society without any common goal, the coopera-
tive and uniform policy stance should be changed toward open competition
that allows diversity of industrial conduct. The necessary conditions for the
new decision-making and policy management system are, openness against
exclusionism, regularity and transparency against discretion, rivalry against
cooperation, and international coordination of rules and institutions. If a
change of government would be ordinary generated by the political reform,
economic policies would get much closer to the interests of a median voter,
and the winner-take-all type administrative institutions will be changed
toward independent rivalry institutions.
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1 Muramatsu [1981]. Sato and Matsuzaki [1986], Sakakibara [1990] [1995], Ramseyer
and Rosenbluth [1993] and Noguchi [1995] are among them. For a more
comprehensive survey on Japanese system including cultural and ideological
factors, see Nihon keizai seisaku gakkai [1995].

Fallows [1994] has a different view.

See Sato and Matsuzaki [1986], Ramseyer and Rosenbluth [1993].

Uemura [1995] is an excellent survey of the Japanese economic system.

See Uekusa [1991] on public regulation in Japan.

On the institutional reform of that time, see Katé [1986] [19907, Otake [1994]
and fo [1993].
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over closed markets in Japan heated up again. In order to cut down the
huge surplus in the balance of current accounts, Akabane [1993] and Coo
[1994] asserted to abolish the exclusive insitutional arrangements and open
domestic markets to promote imports. On the other hand Komina [1994]
thought the imbalance of current accounts solely as a macroeconomic matter,
He asserted the excess savings in Japan and the excess investment abroad
are main causes of trade imbalances. Even if the structural reform of Japa-
nese economy stimulates imports, it slacks off domestic production and cut
down interest rates. Then a capital outflow occurs and it reduces the ex-
change rate only to stimulate export.

Actual reduction of trade imbalances came suddenly. Ironical to say, it
occurred neither by the structural reform nor by compression of excess
savings. After the collapse of so-called babble economy and further appre-
ciation of yen, exports were held in check and imports increased suddenly.
The huge imbalance of current accounts reduced rapidly.

This caused the change of Japanese trade structure of which main import
items have been fuel, food and raw materials, and now industrial products
accounts for 60% of imports. Those products came not only from Japanese
firms moved abroad, but also from Asian and the US firms of various
nationality. The rapid outsourcing of ex-competitive manufacturing industries
radically changed the situation, and international competitiveness occupies
the interest of the debate concerning Japanese political and economic system.
3.2. The Reason for Change

The rapid outsourcing of manufacturing industries forces to change the
export-oriented industrial structure that led the economy over a quarter
century. The globalization of economic activities and the international
economic coordination greatly reduced transaction costs of international
trades and connected national markets directly with each other. Japanese
markets under exclusive and deliberative policy execution would be left
behind from the global flow of goods and services, and the workability of
the economic policy would be lost.

With the dissolution of the USSR and the successive scandals of the
Liberal Democratic Party politicians, the multi-member district election sys-
tem of the Diet, which is one of the main sources for the long-run LDP
regime and its particularistic politics, changed to the single number election
system with poportional representation, and the postwar political confronta-
tion based on ideologies eventually terminated. Huge deficits of the public
sector and the rapidly aging population make the public finance system no
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longer sustainable and inevitably lead the central-local relation of govern-
ments to fundamental reconsideration.

4. Which Way to Go: Returning to the Universal Standard or
Diversifying Capitalism ?

Then, which way would the Japanese political and economic system
take? In the world of uncertainty without any preceding model of political
and economic system, the correct answers should be discovered through com-
petition. The market competition has a peculiar function of rapidly diffu-
sing knowledge with remarkably low cost. In a society without any common
goal, the cooperative and uniform policy stance should be changed toward
open competition that allows diversity in industrial behavior. The necessary
conditions for the new decisionmaking and policy management system are,
openness against exclusiveness, regularity and transparency against discre-
tion, rivalry against cooperation, and international coordination of rules and
institutions.

While admitting that Japan is under a historical transformation, Sakaki-
bara [1990] stresses the capitalitstic systems are diverse at the outset, and
the Japanese system alone is not peculiar capitalism. Criticizing the notion
of returning toward the neoclassical market-supremacy as the ‘neoclassical
universality,” he asserts that there exist the gains from diversity in coexi-
stence of various types of capitalism.

According to the path-dependence concept of Neoinstitutional Economics,
Japanese institutional arrangements would not be converted to the one just
like in the United States or EU countries. Competition itself has an aspect
of promoting diversification in the name of differentiation. But, as the
Japanese production system 1is adopted as the Lean Production System
throughout the world, under global economic connection, the competition
among institutions will in part standardize institutional arrangements
through learning-by-doing and imitation as well as institutional cooperation.
So, the question should not be the diversification or standardization as a
whole system, but be what part of the Japanese political and economic
system will survive or converge to the universal standard. And the question
will be answered through the competition among institutions.
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administration have different views. Among them, Muramatsu [1981] and
Sato and Matsuzaki [1986] stress the LDP influence on the policy-making
process. From the pluralistic standing point, Sato and Matsuzaki [1986]
consider the Japanese system as the ‘‘compartmentalized pluralism admini-
stered by party-bureaucracy coalition.” A more radical view of recognizing
the party dominace is appeared recently. Ramseyer and Rosenbluth [1993]
insists the political leaders of the LDP have been grasped the government
eventually. According to them, the LDP developed the governability on the
bureaucratic organization in the long-run regime and the idea of autonomous
bureaucrats is overrated.

2.4. When was It Formed? : The Regime 1940 or the Postwar Economic
Democratization

As for Japan’s economic success, postwar economic democratization was
frequently referred as its origin. The major institutional reforms such as
the dissolution of the zaibatsx, the formation of labor unions and the land
reform formed the competitive institutional framework served for postwar
economic development (Kosai [1982]).

But, Okazaki and Fujiwara [1993] and Noguchi [1995] insist that the
main policy measures and institu tions for the economic policy are largely
set during the World War II. Under the 1938 National Mobilization Act,
shareholder’s right was restricted, and firms were transferred into the
organization for stakeholders, and sangys hdkokukai was formed in each firm
that provided the formation of postwar enterprise unions. The 1938 Farm
Land Adjustment Act, the 1942 Food Control Act, the Provisional Funding
Act and the 1942 Bank of Japan Act and so on created the framework
for government intervention during the war. The framework called ‘the
regime 1940’ (Noguchi [1995]) survived until postwar period and served
for the rapid economic growth in turn.

2.5, What was the Main Role of Japanese Economic Policy ?

The main objectives of postwar Japanese economic policy were 1)
promotion of the economic growth rate, 2) resource allocation to the bottle-
neck sectors of economic growth and 3) redistribution of wealth to the sec-
tors and districts left behind the growing economy. Different from Kaplan
[1972]’s view, the policy measure for promotion of economic growth did
not stand long. As the manufacturing firms grew large, acquired knowhow
for the international market and sterengthened financial abilities throughout
the rapid-growth era, they became independent of the government influence

and the effectiveness of administrative guidance on the growing industries
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was gradually lost (Kosai [1982] and Komiya, Okuno and Suzumura [1984]).
Distributive Role Rather Than Allocation

Among the several objectives, the redistribution of wealth continued.
Redistribution from cities to rural districts is made mainly through the
distribution system of financial resources among central and local govern-
ments. Redistribution to less growing sectors such as that of agriculture,
retail and small and medium-sized companies is realized by protective mea-
sures of entrance and price regulationsS, public loans at—low interest rates
or grants (Kawanobe [1996]).

Along with the cooperation of these industries, various special agencies
such as public financial institutions were required to implement these poli-
cies. Neither the ratio of government employees nor per capita general
government expenditure in Japan is large in comparison with other develo-
ped countries. But the public employment is large enough if it includes one
of the semi-public sectors such as special agencies and the trade associations
formed within each industry. The fiscal investment and loan program, which
finances special agencies, grows large and amounts to the general expendi-
ture of the general account budget.

2.6. Why it Sustained

As Aoki [1996] points out, the transformation into ‘the regime 1940’ was
made possible by the extraordinary political power of the military and
associated bureaucrats at that time (p.10). “Then, why is it that an
institutional arrangement created for the purpose of centralized control
seems to have survived up to the present time?’ Although he provides his
hypothetical argument in spontaneous evolution in private work organiza-
tions and the functional transformation of institutional arrangements, my
answer is that bureaucrats, business and also workers shared the common
goal of keeping-up-with-the-West in basically growing economy (Kawanobe
[1996]). Though the producer oriented policy stance might have restricted
consumers’ interests, and the cooperatiive policy-making process with bureau-
crats and businesses might have excluded potential entrants, the reason
why it did not turn to be a keen conflict is that they are all in the plus-
some game circumstances of the rapidly-growing economy.
3. The Need for Transformation
3.1. Trade Imbalance and Structural Reform

Up to the first half of 1980s major interest of institutional reform was
in reduction of the budget deficits and the privatization of public corpora-
tionsé. Throghout 1980s the trade imbalance increased. and controversies
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9. What is the Japanese Political and Economic System?
2.1. Is Japan Different ?

After the rapid growth era of 1950s and 60s, Japanese economy trans-
formed into export-oriented economy led by the highly competitive manufac-
turing sector. Along with the transformation, trade imbalances with leading
industrial nations increased. The imbalance with the United States was espe-
cially huge, and the trade friction was soon eacalated into disputes over insti-
tutional difference between the two countries. Several scholars in the United
States pointed out the source of the imbalance were Japanese closed markets,
Japan, Inc.?

According to Kaplan [1972], Johnson [1982] et al., Japanese economy is
the heterogeneous economic system and different from capitalism developed
in Europe and the United States. Kaplan [1972] pointed out that the Japanese
economy is just like a corporation, and Japan, Inc. was administrated by the
‘rolling consensus’ of ruling politicians, business leaders and bureaucrats.
Among the ruling elite Johnson [1982] stresses the power of the MITI
bureaucrats on economic policy-makings and named Japan with its peculiar
political and economic system as ‘Developmental State’.

2.2. Japanese Political and Economic System

Their views went so far as to say that Japan is different but provoked
debates on its political and economic system!. After decades of controversy,
several features of Japanese political and economic system are held as common
understandings of scholars irrespective the ‘difference.’

Joint holding of Common Information, Exclusiveness and Discretion

In his series of works on Comparative Institutional Analysis, Masahiko
Aoki investigates Japanese economic system with the tool of Neoinstitutional
economics and evolutionary game theory. Especially paying attention to
institutional characteristics of Japanese corporations, Aoki stresses that
the information sharing and collective decisionmaking are the main features
of Japanese production system (Aoki [1995] p.62). He also insists the
bank system and contingent governance are in institutional complementarity
(Aoki [1994]). Okuno and Sekiguchi [1996] points out the Japanese govern-
ment business relationship as relation-specific and totally different from
Anglo-Saxon rule-oriented governments and authoritarian governments of
developing countries 2,

The parliamentary government system and the relative autonomy of
bureaucrats are main sources of features for the Japanese decisionmaking

and policy management system in economic policy. Under the medium
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constituency system, political tribes of diet are formed by the faction-coali-
tion governments of the long-run LDP regime3. By the relative superiority
within political actors, bureaucrats discretionarily brought up industries, made
a framework of competition, kept watching and arbitrated each firm'’s
conducts. Markets are used as a tool for industrial development while avoi-
ding excessive competition within an industry as well as with new entrants.

Aoki [1995] points out that the main factors of Japanese production
system are the joint holding of common knowledge and the joint decision-
making in a factory or firm. Because of these factors, the process innova-
tion was greatly promoted and Japanese system was successfully constructed
as an accurate and efficient production system 4.

Kawanobe [1996] finds the joint holding of common knowledge also in
the policy-making system. The close and long-range continuous trade rela-
tionship specific to Japanese production system corresponds to the inter-
change of personnel, frequent information exchanges and administrative
guidance with cooperation of a whole industry. The competent authorities
and firms jointly hold the common knowledge either by hearings from firms
under control or by daily visits of the company’s person in charge to the
government office. They slso formed relation specific assets by cooperating
behavioral patterns through aemakudari of former officials to firms under
control and through the trade association formed by firms in the industry
as a whole.

Along with the joint holding of common knowledge, exclusiveness and
discretion also are main features for the Japanese system of political decision-
making and policy management. The iron-triangle connections of bureaucrats,
industries and the diet policy tribes are formed along with the jurisdiction
of each bureau. Bureaucrats take the discretionary initiative in the industrial
policy, and firms cooperatively accept their administrative guidance.  The
discretionary policy-making sometimes increases uncertainty on the part of
business, but business and bureaucrats jointly reduce it by formation of
relation specific assets, which by institutional complementarity improved
the workability of Japanese policy-making and execution process.

2. 3. Superiority of Bureaucrats

Much of the literature on Japanese economic and political system
points out the bureaucratic leadership in decisionmaking. One of the
extreme views is Chalmers Johnson [19821s. According to him, the MITI
bureaucrats play a decisive role in almost all major decision of economic

policy in Japan. But most of the scholars in political science and public
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to time some foreign scholars who show their interest and attend the annual
meeting. The Association is now intending to broaden international liaisons

in various forms as extensively as the budget permits.
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Institutions Matter, but How ?

Institutional Transformation and Economic Policy

Hiroyuki Kawanobe, Tokai University

1. Introduction
The economic analysis of institution is one of the major themes in

economics. The economic unification of EU countries and the formation of
international free trade areas such as NAFTA and APEC, raised the ques-
tion of how national economies can coordinate their institutional arrange-
ments, and whether the competition among institutions will work or not.
The collapse of the former socialist countries, and various patterns of transi-
tion to market economies served as a stimulus for the development of
Transition Economics. Facing at the rapid economic growth of East Asian
countries, another question is raised that whether there are several pathes
for economic development different from that of preceding countries like
Japan.

The institutional analysis attracts attention also in Japan. It is an over-
whelming consensus that Japan is undergoing a historic transformation. At
present, it is in somewhat confusing circumstances about how to evaluate
the Japanese economic system, and where it goes. It is only five years
ago that Japan enjoyed unprecedented economic success and ‘exceeded the
capitalist system’ according to one of the leading government offcials
(Sakakibara [1990]). But now, many economists are anxious about the future
of Japanese economy. Because of its peculiar type capitalism, Japan would
be left behind the global competition. The view is gradually influential in
the academic circle as well as in business.

Many analyse into national economies suggest that institutions matter.
But how do they work? Do instituitonal arrangements converge across
economies, or is there any ground for diversity? What is the competition
among institutions? Or, is there any gain from coordination among them ?
This paper below considers several topics in economic policy of institution
and institutional change especially paying attention to Japanese economy and

its policy-making system.




The Association also published the following book in the commemoration of
the 50th anniversary of founding the Japan Economic Policy Association,
Japan Economic Policy Association (ed.), Prospects of Japan’s Socio-

Economic System—Their Trends toward the 21st Century, (1995).
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“Types of Economic Planning” (1959)

““Structural Analysis and Economic 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)
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‘‘Economic Policy in Transformation Period’’ (1967)
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‘‘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 Present Economic Policy’” (1973)

‘“Internationalization and Industrial Organization’ (1974)

“Contemporary Inflation and Distribution Policy” (1975)

“‘Resource Problems and Economic Policy’”’ (1976)
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“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)
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“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)

‘‘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)

“Transformation of Economic Systems and Policy’ (1991)

“‘Global Environmental Problems and Economic Policy” (1992)

“Movement of Population and Economic Policy’’ (1993)

‘“‘Prospects of Japan’s Socio-Economic Systems—Their Trends toward the

21st Century—"" (1994)
‘““Propects of Japan’s Socio-Economic Systems—Construction of a New
Paradigm™ (1995)

‘“‘Economic Rules in the Internationalization Age” (1996)

The Association is administered by a board of 25 members elected every three
years. Present members are: M. Uekusa (Prof., Tokyo Univ.), K. Omiya
(Prof., Nihon Univ.), T. Kashiwazaki (Prof., Waseda Univ.), H. Kato (Prof.,
Chiba Univ. of Commerce), T. Kato (Prof., Asia Univ.), T. Gunjima (Prof.,
Doshisha Univ.), T. Konishi (Prof., Kwansei Gakuin Univ.), K. Goi (Prof.,
Chuo Univ.), A, Saito (Prof., Aichi Gakuin Univ.), Y. Sato (Prof., Toyohashi
S6z6 College.), T. Suzuki (Prof., Kwansei Gakuin Univ.), A. Sei (Prof.,
Fukuoka Univ.), Y. Takahashi (Prof., Kagoshima Keizai Univ.), I. Tochimoto
(Prof., Hiroshima Univ.), K. Niino (Emeritus Prof., Kobe Univ.), M. Nishino
(Prof., Meiji Univ.), T. Nojiri (Prof., Osaka Gakuin Univ.), T. Fujii (Emeritus
Prof., Nagoya Univ.), K. Masamura (Prof., Senshu Univ.), T. Matugu (Prof.,
Nagoya Univ.), N. Maruo (Prof., Keio Univ.), R. Maruya (Porf., Kobe
Univ.), T. Mizuno (Prof., Chuo Univ.), H. Yokoi (Prof., Nagoya Gakuin
Univ.), T. Yoshida (Prof., Nihon Univ.).

Prof. M. Uekusa was elected the president of the Association in 1995 -
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 cooperation with similar
foreign associations, though the society has not yet to realized effectual

steps towards this aim. However, the Association welcomes from time
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NIHON KEIZAISEISAKU GAKKAI-Japan Economic Policy Association
was founded 1940 in Tokyo by about 300 professors and researchers intere-
sted 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 Association is one of the few academic associations for economic
study established before the War in Japon.

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. Fourty-four volum-
ed of annual reports have been published until 1996, 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

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

M. Miyata and K. Fujita (ed.), Development of Japanese Economc Policy,

(1958). H. Matsuo and 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.), Studiesin Contemporary

Economic Policy, (1978)

The Association also published the following two books in the commemora-
tion of the 40th anniversary of founding the Japan Economic Policy Associa-
tion.

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

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