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and wages for employees. The optimum strategy for small businesses in
the 1990s appears to be focusing on improving labor productivity, so that
increases in wage and benefit costs can be financed directly by increased
productivity per worker. The challenge for small business owners is to
decide how to improve use of existing technology by developing system
solutions to problems facing the typical small business. Much of the
expertise needed to identify problems, develop solutions, and implement
proper training for employees is not found in the typical small business
owner/manager. Improving management skills can help, but in many
instances the solution requires outside experts. Many small business owners
appear to have a bias against obtaining such help. The failure to be
proactive in developing improved productivity may result in the failure of
many small businesses as the 1990s progress.

Some government programs, such as those managed by the U.S. Small
Business Administration and the U.S. Department of Commerce will con-
tinue in place. Most of these programs, with the exception of the Business
Development activities of the Small Business Administration, do not focus
on enhancing worker productivity. The program structures currently in
place change direction slowly, and many of the existing programs appear
to be responding to problems which existed primarily in the past. Some
new programs dealing with issues such as technology transfer from govern-
ment laboratories, or with employee training do offer productive help for
smaller businesses.

Federal, State, and local government support can help smaller firms
become more productive. Properly focused, these programs can supplement
private sector resources, improve general small business management, and
help expand the role of small business in the economy.

Perhaps the most important contribution to small business welfare
from all levels of government in the 1990s will be government investment
in two areas: education; and infrastructure. Better education will con-
tribute directly to small business efforts to raise worker productivity.
Infrastructure rebuilding including the upgrading of roads, bridges, sewer
and water systems, communications, etc. will produce complementary
benefits that will enhance the productivity of all citizens. The funds and
the effort involved in both areas will strain government budgets at all
levels. There appears to be a mounting political consensus that the
expenditures on education are a necessity. A similar consensus on infra-
structure improvements should be developed as the decade progresses.
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Growth in the Number of Small Businesses

In 1989, an estimated 20 million business tax returns were filed with
the Internal Revenue Service, an increase of 5 percent from 1988 and
more than 50 percent from the 13 million recorded in 1980. Returns were
filed by 13.8 million nonfarm sole proprietorships, over 1.9 million partner-
ships, and 4.3 million corporations. Fewer than 7,000 of the businesses
represented by these tax returns are large businesses with more than 500
employees.

New businesses continued to form; over 677,000 incorporations were
recorded in 1989, slightly fewer than in 1988. This level of business
formation is still remarkably high for an expansion in its seventh year.
Small Business Employment Growth

The U.S. economy continued to create new jobs throughout 1889,
Nonfarm payroll employment rose 2.474 million jobs from December 1988
to December 1989, with the strongest gains in sectors dominated by small
businesses. Employment in private industries dominated by small firms
increased 8.2 percent between December 1988 and December 1989, while
in large business-dominated industries, employment rose just 1.4 percent
over the year. Moreover, small-business-dominated subsectors within the
services and transportation industries continued to exhibit higher employ-
ment growth than their large-business-dominated counterparts. Within
manufacturing, a sector composed primarily of large businesses, the sub-
sectors dominated by small firms generated approximately 15,000 jobs,
while those dominated by large firms lost 80,000 jobs.

On the other hand, in retail trade, traditionally a small-business-
dominated sector, large-business-dominated industries, such as grocery
stores have accounted for most of the growth.

Small-business-dominated retail industries that demonstrated signifi-
cant employment gains included eating and drinking places, miscellaneous
shopping goods, and auto and home supply stores.

Over half of the total growth in small-business-dominated industries
came from the service industries, where employment rose by 5.4 percent.
Rapidly growing industries in this sector include outpatient care facilities;
medical and dental laboratories; and mailing, reproduction, and steno-
graphic services. In fact, seven of the ten small-business-dominated in-
dustries generating the most new jobs were in the service sector.
Productivity in Small Firms

Because small businesses are typically more labor-intensive than their
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Because small business are typically more labor-intensive than their
large business counterparts, small business profits are more closely tied to
labor productivity. Productivity, as measured by output per employee hour,
has been calculated for 24 industries dominated by small firms.

Among the small-business-dominated industries with the greatest
average increases in productivity between 1972 and 1988 were several
retail trade industries, including radio, television, and music stores; house-
hold appliance stores; and women’s ready-to-wear stores. The advent of
computerized cash registers and improved access to computerized accounting
and inventory management have helped increase the productivity of
workers in these industries.

Small Business Earnings

Small business earnings—earnings of sole proprietorships and partner-
ships—increased 6.2 percent in 1989. Corporate profits, including the profits
of small corporations, declined by 8.3 percent during the year.

Small businesses have had good earnings or profit growth during most
of the seven years of the current expansion. Given factors such as a
slowing economy and rising wholesale prices, it is not surprising that the
increase in proprietorship earnings was the lowest since 1982. Nonetheless,
for most small businesses, 1989 was a positive year, with both sales and
nominal profits increasing.

Conclusions

Government support of small businesses in the 1990s will have mixed
effects. Tax increases, particularly excise tax increases may affect some
small businesses severely by raising prices for the products they produce
or distribute. Regulatory activity seems to be swinging against small
business in the 1990s, after having been very favorable during the 1980s.
There is strong Congressional pressure for mandated cost increases to
cover health and leave benefits. These cost increases can be expected to
be relatively larger in small businesses than in large businesses, placing
severe pressure on small business profits, if prices are held constant. If
smaller businesses choose to pass along the cost increases as price increases,
their relative strength in the market may be eroded.

Independent of any government mandates, demographic changes in-
cluding the slowing of population and labor force growth during the 1990s,
and the aging of both the population and the labor force, will increase
pressure for improved benefit programs in small businesses. A major issue

for almost all small businesses will be how to finance improved benefits
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{Summa:y)

Global Environmental Problematic and Necessity
of New Orientation for Internationally Concerted
Environment Policy

Hikaru Kobayashi, Environment Agency

The lecturer, a government official in charge of studies on policy formation in
environmental field, described two kinds of causes that hinder succesful protection
of global environment; i) difficulty due to physical nature of the problem, such
as huge geographical dimension and time horizen which existing nations cannot
deal with, and ii) insufficiency of existing legislative framework, such as superiority
of “national interest” to “global interest”, and that of “development” to “environ-
mental protection”.

Based upon the experiences of interantional negotiation on countermeasures
against acid rain, ozone layer depletion and global warming, the lecturer illustrated
how international community and individual nations’ governments could or could
not have overcome obstacles mentioned above: International community have
learned, for instance, workability of “step-by-step approach” and impact of a
“risk-taker” nation’s advanced environmental policy on improvement of “tempo-
rizing” countries’ environmental policy.

But, in the case of the policy against global warming, the progress already
done is very limited, and it becomes necessary to develop new orientation of global
environmental policy. In this context, the lecturer suggested to modify existing
national legislative framework so as to reflect more the interest of future genera-
tions and to weaken “vested-interests-orineted” behavior of various economic

Ministries and Agencies among governmental organs,
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{Report)

Impact of U.S. Economic Policy on

the Small Business Sector

Richard T. Dailey, University of Montana

Cverview

The U.S. economy continued to grow at a favorable pace through
most of 1989, benefitting millions of small firms. Real gross national
product increased by 2.5 percent over the 1988 level. By the fourth quarter
of 1989, however, real GNP growth had slowed to 1.1 percent.

Consumer spending, especially in the early part of the year, accounted
for almost 60 percent of the growth in GNP. Part of the continued
strength in consumption can be attributed to the continuing increase in
personal income regulting form increases in wages and continued growth
in employment. With small businesses clustered in the wholesale, retail,
and related distribution industries, this sustained rise in consumer spending
aided small business performance in 1989.

Exports accounted for about 19 percent of the growth in GNP. Small
businesses, which contribute about 20 percent of total U.S. exports, were
among the firms benefitting from the higher increases in exports. For the
year, the relative strength of exports, up 11.1 percent, compared to a 6.1
percent increase in imports, contributed to both GNP growth and a
decline in the foreign trade deficit.

Expenditures for housing, business plant and equipment, business
inventories, and other private investment accounted for only 4.1 percent
of the 1989 GNP growth in contrast to 24.5 percent in 1988, Small home
construction firms and special trade contractors were among the small
firms to feel the effects of this slowdown.

Increases in goods and services purchased by government from the
private sector accounted for 17.8 percent of the growth in GNP. Small
businesses benefitted elss from the increase in this sector of the economy,
because they received relatively fewer federal contract dollars than their
larger counterparts.

‘The author wishes to express his sincere appreciation to Tsuneo Nakauchi, Professor
of Economics, International Christian University for his helpful comments.
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< Summary >

Global Environmental Problems and
Economic Policy

Katsuya Fukuoka, Rissho University

Increasing populations and growing economies have needed and consumed
more resources while, at the same time, discharging more waste. In particular,
excessive use of nondecomposable substances and the resulting pollution are
damaging even the autonomic function of the earth itself.

We must lose no time in understanding that we have gradually used huge
amounts of natural resources (beyond that necessary for GNP expansion) and
have thus aggravated the value of nature and life.

Above all, the advanced nations could never have enjoyed their prosperity
without consuming and wasting what nature has offered-a gift which has not
been repaid in kind. This is not just a Ifactor responsible for the South’s
considerable poverty and resulting North-South confrontation but is also a
problem the South itself must similarly overcome.

We should reevaluate our economic system up through the 20th century and
introduce a new “earth cost concept” which will regain the balance between
nature and materialism. Humans have been ignoring this balance. By under-
standing these ideas, the global era economy should create a new economic
system, We now have to recognize the value of nature and construct a new
economic rationalism which should be based on both new value principles.

1. Anything removed from nature must be returned to nature.

2. Never take beyond the capacity of nature to give,

3. Continually try to help nature with its self-renewal and utilize nature in a
systematic manner. Consumption should increase within the range of
nature’s increased capabilities.

4. Corporate profits do not belong only to corporations, These are created with
consumers and essentially lcame as a gift form nature. Profits must be
distributed based on this concept.

5. In conjunction withf the “Greens” in England and the “Blue Angels” in
Germany, the Environment Agency’s idea of Ecomark products would be
better understood by consumers; CONsumers would have an increased
conservation sensitivity. (Consumer activity leads them to learn. It may also
lead them to take more initiative.) Corporations must be quick to learn

more than consumers and quick to put ideas into practice.
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<Summary >

Global Environmental Problems and
Sustainable Development

Kazuhiro Ueta, Kyoto University

This study recognizes patterns of economic development which do not har-
monize economic growth with the environment as the cause of global environ-
mental problems. Thus, the advocacy of sustainable development made by the
UNWCED is in effect a call for a socio-economic system of environmentally
sound development,

We look at selected issues of environmental disruption in a context wider
than the confines of national boundaries. Five contexts are under consideration.

First, pollution arising from one country can cause damage in another
country. This transboundary pollution takes on the features of an externality
between the ‘emitter’ and the ‘recipient’. Second, economic activities arising
through so-called pollution export and/or direct investment from one country
can cause environmental damage in another country. Third, environmental and/
or resource disruption can be caused through trade which is involved in world
economic system. Forth, there is a vicious circle between poverty and environ-
mental degradation in some developing especially Sub-Sahara regions. The final
pollution context is also one of externality but it has the features of mutual
externality in that polluters damage themselves and others because what they
pollute is the global commons,

Economic and/or environmental policy towards sustainable development
should be constructed to solve these five environmental issues. In this study, the
principle of this kind of international environmental policy has been examined.

This study also attempt to incorporate environmental values into a product
and/or production system which provide direction in establishing conditions of

sustainability in market mechanism.
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Inclosing, let us recall the warning given generations ago by Edmund
Husserl when he pondered over the crisis of modern social science: that
is, mere science, which is nothing but a subsystem of society, can not
subordinate society to its own internal standards of academic consistency,
for scientific truths are no more universal than inter-subjectively shared
truths (Luhman, 1982, Chapter 14).
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6. International Regimes for “Justice”

A more serious problem is that most macro-economists in advanced
countries are inclined to believe that no more, if no less, than the major
powers’ Summit and macro-policy consultation mechanisms like G-5, G-7
and G-10 would be adequate for managing the complex interdependence
of today. So they even dismiss the very notion of crisis of multiluteralism.
Among them, those directly concerned with the overhanging debts of
developing countries now recognize the utility of multilateralist regimes
but continue to believe that the only effective multilateral regimes are
the Bretton Woods institutions: IMF, World Bank and GATT, which
focus upon the conditions for economic equilibria, sustenance of free
markets and promotion of economic efficiency. While these institutions
are formally part of the larger regime represented by the United Nations
System, they tend to think that the remainder of this would-be wuniversal
system, being so much preoccupied with the issues of international justice,
is just a ritual palace devoted to hearing the grievances of poorer states.

It might seem that this be not the fault of economic theory per se.
But in the other corner of the edifice of economics it has been proudly
demonstrated that distributional justice is, like the question of “just
desserts”, such a quagmire that economics is unable to provide any
generalized rule for it (Sen, 1973). The concept of procedural justice,
which serves as an important stopgap in real-world governance, owes
mostly to political scientists and sociologists.

The market principle can not by itself constitute a politically mean-
ingful regime. In fact political scientists regard it as something less
than a regime, for it has historically served as “an empty facade for
rationalizing the rule of the powerful and elevating their preferences to
the status of norms”. Knowing this principle would not significantly
jmprove on our ability to explain actual political behavior (Puchala &
Hopkins, 1982). This is meant to say that the notion of efficiency as such
is indeed value-free but an attempt at crusading over the world with

this sword alone would be no longer value-free.

7. “Consensual Knowledge” for Trans-ideological Mediation of Decision
Dynamics
The above brief reflection, extremely partial and only illustrative as
it is, may be loud enough to remind ourselves that economics, as a revered
sub-discipline of social science, has contributed yet very little of the
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needed groundwork, theoretical or moral, for a global governance regime.
On the whole, this revered parish has been enthusiastic in promoting
world-wide competition and within-North cooperation, but rather hesitant
or even delusive when prescribing better-designed regimes for normative
mediation between the North and the South.

In order to participate more constructively in the concourse for global
regime building, we would have to study harder how to articulate our
knowledge and techniques with those of other social-science disciplines
concerned with multicultural decision dynamies.

Arrow’s celebrated “impossibility theorem” dramatically underlined
the need for realizing that both rationality and fairness are human con-
cepts, and that delineating their contents are problems of human agreement
(Bezembinder, 1989). But the recent research on social choice stresses
that conflicts are more often that not cognitively based: that is, in many
cases not only does disagreement exist with respect to values, but also
disagreement with respect to facts or analytical knowledge of underlying
causal relationships at issue (Brehmer, 1989). This insight resonates well
into the issue of “collective learning” or cognitive evolution of regime
change.

Ernst Haas goes a step further to assert that a poor knowledge
leading to an arbitrary or just tactically motivated decomposition of the
complex causal relationships could provide at best marginal organizational
adaptations without an improved alignment of values, or much worse,
leave international organizations in a “turbulent nongrowth” situation
(Haas, 1990, esp. Chapter 2). A real organizational innovation becomes
possible, Haas argues, when international agreements are mediated by a
knowledge base that provides a mnearly non-decomposable linkage of all
the relevant problem sets. His term “near non-decomposability” sounds
ambitious, demanding both multi-sectoral and inter-temporal perspectives
so as to cover from urgent problems of today to the planetary environ-
mental problems to be tackled in a half-century or longer secular time
frame. This is not meant to demand an act of hubris nor science fiction,
however. After all, all knowledge is socially constructed (Haas, 1990,
p.245). Apparently the term “nearly” means “to be comfortably shared
among nearly all the cultures and ideologies” participating in given
negotiation process. Haas’ consensual Eknowledge is the part of knowledge
tendered by the epistemic community which is problem-specific and has
proven acceptable to real-world negotiators.
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effect”), while public goods as such are subject to positive utility interaction
(hence free-riding) (Dudley, 1979).

Economists being not very convincing about the origin of ideology as
a determinant of public goods preferences, biosociologists, bio-psychologists
and even Habermasian policy scientists turn around to seek the origin of
altruism elsewhere outside the logic of rational calculation. They postulate
that an individual has two kinds of identity: individual and group, and
correspondingly two kinds of utility function. Collective identity is nurtured
through the cognitive process which is influenced by cultural assimilation,
education, religions and other personal traits generally called ideologies;
rational choice implies then a weighted combination of personal utility
and collective utility functions. (Gupta, 1990; also Habermas, 1988.)

As is the case with the origin of ethnocity, the cognitive process
generating collective identity is influenced by historical or situational
factors, such as rising tensions among different collectivities stemming
from economic and political inequities which would turn an otherwise
dormant group comsciousness into explicit, and often ideologized, one.
Unfortunately, these concepts of group identity and ethnic conflicts would
seem simply to underline the very existence of a diversity of mutually
conflictive norms and values in the international system and thus almost
shutter our hope that “globalism” should be able to find a place within
the boundary of the rational choice theories.

5. Macroeconomics and the Revised Liberalism

Keynesian economics offers indeed a perspective quite different from
those of the classical and neo-classical schools dwelt upon in the above.
It has laid the analytical framework for a revised lLberalist theory of
international political economy, and thus stands much closer to the so-
called neo-realist school of international political science. Revised liberalism
resonates in the work of Richard Cooper whose Economics of Inter-
dependence (Cooper, 1968 & 1969) was the first to popularize the notion
of interdependence. His political-scientific counterpart may be found in
Keohane & Nye’s memorable work, Power end Interdependence {(1977).

It is stressed that in an interdependent economy governments do not
have full control over the instrumental variables needed to influence the
balance of payments and that international coordination of economic policy
is inevitable to combat international competition in economic policy. The

question of how political conditions may promote or undermine interna-
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tional cooperation is left in the hand of political scientists, however. The
Keynesian political economics concentrates on what Keohane & Nye call
“sensitivity interdependence” (i.e., interactions manageable within a given
framework of economic policies) but shies away from the “vulnerability
interdependence” where the power structure plays an important role
(Cooper, 1985). Sensitivity interdependence, too, can provide a basis for
significant political influence, but it is the case only when the rules and
norms in effect can be taken for granted.

In today’s international system characterized by “complex inter-
dependence”, as neo-realist political scientists argue, the power structure
is no longer uniquely tied to the military capability alone (as classical
realists like Morgenthau used to propound). There exists no uniquely
defined hierarchy among different issues; different issues are faced with
different power structures and even different goals; moreover, in such
an international politico-economic system, rules and procedures are neither
so complete nor so well enforced as in domestic systems.

There emerges the concept of international regime and regime change.
A regime signifies a set of governing arrangements that affect the pattern
of interdependence and, more importantly, the processes of normative
mediation among the conflicting goals, principles and norms of different
actors. The ways in which various regimes promote and govern the
political bargaining and decision-making are more interesting than how
regimes are constrained by the dominant power structure (Keohane, 1988).
It is also important to understand how two different kinds of rationality—
the political rationality in joint decision processes and the techno-economic
or substantive rationality in designing and implementing problem-solving
actions—are combined so as to extricate the system out of cumbersome
tradeoffs and conflicts (Usui, 1991).

There has been a noteworthy development in the branch called
“structuralist macroeconomics”. Lance Taylor is among the best known
who contributed a rigorous theoretical construct for macroeconomic
analysis in the context of developing countries (Taylor, 1983). His models
abound in useful lessons in regard to the likely consequences of orthodox
stabilization ploys for “structural adjustment” in developing countries.
Unfortunately, this and other developing country economists’ contributions
do not seem to be seriously taken up by international bankers and their

economic advisers.



economic benefits!

3. The Public Choice Approach to International Organizations

A school of international political economics represented by the public
choice approach, also focusses on a world of “economic man” and provides
a public good theory largely commensurate with the Olsonian free-riding
concept. It is warned that laboratory experiments on public goods situa-
tions suggest that free-riding does not occur as often as pure rational
choice theory implies, but the theoretical inquiry into non-free-riding
behaviors is left half-baked. To overcome the free-rider problem, Frey
proposes a ‘“‘constitutional” approach that lays down the conditions for
cooperation (Frey, 1984).

However, it would require an element of coercion—a sustainable ap-
paratus for monitoring and sanctioning “cheating” behaviors, or a multi-
nationally managed “clear stick” in the Axelrod’ sense of the term
(Keohane, 1988). In actuality, none of the existing multilateral regimes
are equipped with a centralized coercive power. The fate of the MTO-type
proposal in the future GATT context, for example, is as yet only feebly
visible, We may have to pray, together with Kindleberger (1978) that,
unlike in economics, “reputation” should count as an important working
capital in politics.

Monitoring and sanctioning can be done more effectively and efiiciently
in the case of smaller-sized “clubs” of like-minded members. The rational
choice theory thus seems generally to favor, if only on account of cost-
effectiveness, disparate cooperation regimes each serving an ideclogically
homogeneous or functionally highly specialized grouping, as well as
regionally differentiated alliances.

The public choice approach has been particularly eloguent in demon-
strating that the characteristics of bureaucracy are more pronounced in
the international than in the national setting. Not only the output of
an international organization is purposely vaguely defined (although it is
itself an outcome of political rationality (see Section 5 below)), but also
national political institutions can gain little by attempting to tightly
control an international organization; and all bureaucrats seek larger
budgets and a profusion of anthropophagic red tape (Frey, 1984; Jéquier,
1985). This sort of theoretical demonstration has indeed served as a
warning against the spillover effects of an untamed functionalism, but

hag certainly contributed to what has gained currency as “multilateralism
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fatigue” especially among major donors.

4, Economics of Ideology

Even during the days when the hegemonial benevolence was well at
work, and still more as the power structure has become diffuse among a
larger number of major powers, smaller countries, which have individually
little relational power capabilities, have endeavored to neutralize the
influence of larger countries by generating collective movements to demand
regime transformation (Krasner, 1981). The developing countries as a
whole are still unlikely to sever themselves from the NIEO ideology in
the multilateral negotiation arena where the whole complexity of issue
linkages are placed at stake. On local scenes, security problems are
increasingly related to ethnic conflicts, with collective political actions
emanating more often than not from weaker, under-priviledged segments
of the population.

How can microeconomics explain an individual’s participation in such
collective actions, which take place in spite of a substantial potential loss
of private benefits foreseen in case of failures, and in spite of the
“nonexcludability” of the collective benefits to be gained even in case
of success? Is some kind of ideology necessarily associated with active
participation in the supply of public goods? If ideology is the matter of
taste—an element that determines individuals’ preferences of public goods
(Gupta, 1990), then where does it come from?

Some economists attempted at tracing the origin of ideology (or
altruism) back within human rationality. Hatfield et al. invoked a some-
what horonistic version of the principle of “reciprocity” or “parity” that
could warrant individuals’ contributions to nonexcludable public goods
(Hatfield, Walster & Piliavin, 1978). This principle of reciprocity has
been further elaborated by Guttman (1978), Sugden (1984), etc. One
can doubt, however, that this principle should be well safeguarded against
the revered problem of “assurance” which was pointed out years ago by
Samuelson (1954) and also A.K. Sen (1967) (that is, the warning that
a rational individual would not contribute before, but wait until, he knows
that every neighbor around him has already contributed). Thus, in his
empirical analysis of the motive of multilateral aid donors, Dudley simply
reverts to the tradition of liberal economics by hypothesizing that privatized
public goods are subject to “negative utility interaction” among the con-

tributors (leading to the phenomenon of aid competition or the “bandwagon
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{Survey)

Basic Elements of Economic Theory:

Against or Toward Global Governance?

Mikoto Usui, University of Tsukuba

1. Science as a Driving Force toward a Planetary Public Policy Regime

During the one-century-and-half long period of modernization, science
has served quite effectively as a driving force, although largely involuntarily
as it was subordinated to the tenacious pursuit of poorly-defined goals of
growth, development and security. Now the global Green Politics, grappling
with the grand task of managing the Man-Nature interaction, has made
the role of science ever more crucial at all levels of societal decision, from
local to international, for Nature does not negotiate with Man nor appears
in the market. The epistemic community, in both natural and social
scientific fields, has become increasingly conscious of the need for reshaping
the relationship between science and public policy. Not only public goals
and priorities ought to be better mediated in the light of scientific knowl-
edge, but also our scientific capability must be improved to pre-assess the
likely consequences of public choices and policy options.

Economies has been rather slow in responding to the call for a
planetary public policy regime. “Economic policy” in the narrow sense
of the term is still toiling over the trade-off relationship between environ-
ment and economic growth primarily in national perspectives. And its
“liberalist” tradition tends to shy away from the host of politically
sensitive issues facing multi-cultural governance. Takashi Fujii, President
of the Japan Economic Policy Association for the last several years, has
continually cried out for a reformation of our theory of “economic policy”
in an “internationalized” perspective of planetary public policy (Fujii,
1990).

The latest London Summit explicitly considered the necessity of
resurrecting the role of the United Nations System as a leading carrier
for the governance of global security and sustainable development. The
problems of international regime change and related organizational innova-
tion have come to gather ever more serious attention in this country, but
this subject seems to have been rather “sidelined” by economiec theorists,
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even within this Association. The purpose of this survey article is to
reflect upon a certain bias that has long crept into the liberalist tradition
of economic theorizing. It reviews the features of economists’ contributions
to such problem areas as international public goods, ideologies, economic
interdependence and distributional justice, which wouid constitute important

building blocks for a theory of global governance.

2. Economics of International Public Goods

The role of economics in building the logic of the cohabitation of
more than 160 sovereign states on the planet has been minimal. Rather,
economics with its preocecupation with the Pareto-optimum conditions, did
even help to aggravate the crisis of multilateralism. The first case in
point is offered by Olson & Zeckhauser’s “theory of alliances” (Olson &
Zeckhauser, 1966).

According to them, “hegemonic stability” is associated with the (private)
desire of a hegemon to legitimate and universalize its own ideology by
supplying international public goods more than proportionately to its
economic ability, but the free-riding motive of smaller countries is bound
to result in a sub-optimal supply of pure public goods. The Pareto optimal
supply would be possible under a regime in which each country shares
the marginal cost of supply to the extent that it matches the additional
benefit it (privately) wishes to derive from that supply. It justifies a
quasi-privatization of international public goods in favor of an increased
quantity of supply. The rationality of such a perverse collective action
works against the fulfilment of common interests in gqualitative terms.
In fact, increasingly larger proportions of the budgets of existing inter-
national organizations have become dependent on the so-called “voluntary
contributions’”, a trend which has tolerated a reduced coherence of the
regimes these organizations are supposed to serve.

The problems of disproportionality and suboptimality might be over-
come only in the case of a “superior good” such as all-out war or defense
against extreme insecurity. The planetary environmental issue was not
yet on the scene in the 1960s. Had it been so, then Olson and Zeckhauser
would have had a hard time in clearing their way of such nasty questions
as how to handle the uncertainty in scientific evidence about the green-
house effect; how to deal convincingly with the problem of inter-generational
equity; and how to re-temper the notion of fairness in a situation where

economic “sacrifices” must be distributed without corresponding tangible
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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-supporting 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 Japanese 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)

“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)

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 GAKKAIl.Japan Economic [Policy Association was
founded 1940 in Tokyo by about 300 professors and researchers interested in
the scientific study ;of economic policy. At present there are more than
twenty associations for the study of various fields of economics, most of which
were established after World War II. Thus the Japan Economic Policy Asso-
ciation is one of the few academic associations for economic study established
before the War in Japan.

The Association publishes annual .reports in Japanese, each containing
reports done at each annual meeting and resumes of the discussion about each
report, including other articles written by members, Thirty-nine volumed of
annual reports have been published until 1991, 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 Associatione

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

M. Cho (ed.), Analysis of Pct-War Japanese Ecomomic 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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