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LETTER FROM THE DIRECTOR AND
ASSOCIATE DIRECTOR FOR RESEARCH

Dear Friends,

Over the past year, the Center has continued to be actively
engaged in fostering understanding of the Japanese economy
and its business sectors, particularly in light of the
unprecedented global financial upheaval and U.S., global,
and Japanese recessions. The financial crisis put Japan in
the spotlight as members of the media, government, and
academia reflected upon Japan's bursting real estate and
stock market bubbles in the early 1990s and resulting
banking crisis to glean lessons for U.S. financial policy.
CJEB contributed with a major symposium at Columbia
Business School in November 2008, “Lessons from the
Japanese Bubble for the U.S!"

The Center held an unprecedented two major conferences
in Tokyo last year. In October 2008, “The Japanese
Government as a Portfolio Manager: Managing the
Nation's Wealth” examined the debate on sovereign wealth
funds in Japan. In May 2009, a conference titled “The
Financial and Economic Futures of Japan and the U.S”
addressed the future of the world economy and capital
markets, particularly from the points of view of Japan and
the United States. The Center organized a broad array of
other events, including several symposia, a special lecture,
and a series of small-group discussions. Aside from the
global recession, topics addressed included sovereign
wealth funds, renewable energy, and the global auto industry.
More details about all CJEB events are provided in this
report.

This was the final year of the Center's successful Program
on Alternative Investments, launched in 2002. At the time,
many Japanese were unfamiliar with alternative investments
in the United States and elsewhere, and non-Japanese
knew little about the state of alternative investments in

Japan. So CJEB could play a useful role in educating the
public with this program. Over time alternative investments
entered mainstream finance. Based on this experience,
we have decided to establish a new, more comprehensive
program titled “The New Financial Architecture: Japan and
the United States. The planning and fund-raising for this
program are under way.

This year, CJEB underwent major staffing changes.
Yvonne Thurman, who had managed the Center since
2006, resigned to establish her own business. Virginia
Woods joined to take over Yvonne's role, and the transition
has been smooth. Alicia Ogawa decided to relinquish
her full-time position as associate director for program
development in order to teach at Columbia's School
of Public and International Affairs. Alicia continues on as
senior advisor and active participant in CJEB activities.

As we pursue our mission, we rely heavily upon the dedica-
tion and intelligent energy of Center core faculty and staff
and on the resources provided by the Business School and
the University. We are particularly grateful to our corporate
sponsors, individual sponsors, foundations, and others
whose gifts and efforts contribute to the ongoing success
of the Center. We sincerely thank you all. We welcome any
comments you may have about this Annual Report.

With warmest regards,

e R

Hugh Patrick, Director

David Weinstein, Associate Director for Research
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Research

JAPAN'S DEEP RECESSION AND PROLONGED RECOVERY
by Hugh Patrick

hat a year! Since my 2008 essay, the world
has been engulfed in financial crises, and Japan,
the United States, and the world economy
went into their worst recessions in the postwar period.
Furthermore, the Democratic Party of Japan's election

victory means a new era in Japanese politics has begun.

While Japan escaped severe direct effects of the global
financial crisis, it was hard hit by global declines in demand
as its exports suddenly collapsed in fall 2008. What began
as mild declines in Japanese GDP in the second and third
quarters of 2008 turned into a debacle in the fourth quarter
and continued into the first quarter of 2009, with GDP
falling at an annual rate of about 12 percent during those
six months. Japan's decline has been more severe than
those of the United States and Europe. However, Japan
bottomed sooner—in spring 2009. The government's first
estimate of April-June 2009 GDP growth was an annual
rate of 3.7 percent, just revised down to 2.3 percent. But
arebound is not a recovery. Discouragingly, after achieving
price stability in 2008, essentially as a consequence of
the global oil and commodity price boom, Japan has now

returned to mild but persistent deflation.

As Japan proceeds in its ongoing fundamental transforma-
tion from the earlier postwar system era, economic policy

thinking has to deal with three fundamental realities.

First, Japan is a high income, high tech, sophisticated, and
mature economy. This means that, like other advanced
industrial economies, long-run potential GDP growth per
capita is on the order of 2 percent a year, once cyclical

recovery is achieved.

Second, Japan, sooner than other countries, is in the
advanced stage of demographic transition. An increasingly

large share of the population is over 65, those of work-

force age have been decreasing for more than a decade,

and the total population is beginning a slow decline.

Third, Japan's most important macroeconomic problem for
the past 15 years, and certainly for the next several, is lack
of domestic demand growth, particularly consumption.
Inadequate domestic demand is more than a cyclical prob-
lem; it is structural. Japan is not short of labor. For almost
two decades labor has been in surplus because Japan has

been unable to achieve sustained, full employment growth.

What the current recession vividly demonstrates is that
Japan's overwhelming macroeconomic problem is the com-
bination of lack of aggregate demand and its unbalanced
structure. There was great reliance on growth of exports
and domestic business investment. Related to this, mild
but persistent deflation is a significant concern. The big
question continues to be: where will sufficient aggregate
demand come from to bring about a real recovery and

sustained growth?

Japanese public discourse on the economy is replete with
false facts and misleading clichés. Rapid growth in the
1980s was not miraculous; it is explained by standard
economic factors. The 1990s were not a “lost decade”;
economic growth was mediocre, but a host of institutional,
political, and social changes took place. The main source of
increases in income inequality is not Prime Minister
Junichiro Koizumi's economic structural reforms; failure to
achieve full employment is. Fiscal policy in the 1990s was
not a failure; it was a success when it was allowed to work.
Its inadequacies existed because the fiscal stimulus was
too little, too late, too ad hoc, and too uncertain; and when

successful, it was prematurely terminated in 1997.

| am less optimistic than in previous years about the near

and medium term. In the sections that follow, the focus is
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on Japan's macroeconomic challenges and policy choices.
| consider the August elections, the incomplete
2002-2007 recovery, recent economic performance, the
economy's near-term future, the aggregate demand
conundrum, Japan'’s international economic relations, and

growth in the longer run.

The New Political Ball Game

The Democratic Party of Japan (DPJ) won an overwhelming
victory in the House of Representatives election held
August 30, and DPJ president Yukio Hatoyama became
prime minister on September 16. Aside from an 11-month
period in 1993, this is the first time since 1955 that the
Liberal Democratic Party (LDP) has been out of power. But
the election reflected less a commitment to the DPJ than a
great dissatisfaction with poor LDP performance and a
strong desire for change. The DPJ's victory gives the party
both a surge of energy and a sense of urgency. But it is a
new government, inexperienced and untested. Not only is
this the DPJ's first government—almost half its lower-

house members (143 of 308) are serving first terms.

Policy change is in the air—economic, political, govern-
ment administration, foreign relations. But specifically
what will change, how much, and to what degree, are far
from certain. The DPJ is characterized as slightly left of
center, and the LDP slightly right of center, but both par-
ties encompass a broad political spectrum. DPJ Diet mem-
bers range from moderately conservative to socialist, and
some were once LDP members. Still, despite a great deal

of rhetoric, significant change is unlikely to come quickly.

In addressing both immediate and longer-run issues, the
debates in the coming months will be shaped by prepara-
tions for the House of Councillors election in July 2010.

The DPJ currently controls the upper house in coalition.

Depending on how its performance during its first 10

months is perceived, the DPJ could gain complete control
then. But it could also face a backlash that weakens DPJ
control of the government, or even gives the LDP an upper
house majority, although that seems unlikely. In any case,
the DPJ is here to stay—lower house elections do not need
to be held until 2013.

The DPJ's economic philosophy is not oriented toward
efficiency-enhancing structural economic reform. Rather,
it is to reject what it considers market-liberalization
excesses, especially in labor markets, although it is not
antimarket. The DPJ has stated that it will pursue three

major economic policy objectives.

The first is switching government expenditures from public
infrastructure to household consumption. The center-
pieces of this is providing annual payments for each child
of ¥312,000 ($3,284 at 95 yen per dollar) through middle
school (age 15), educational payments to reduce senior
high school education fees and costs, and income trans-
fers to farmers. These new expenditures are projected to
rise to about 3 percent of GDP, to be financed by cutting

other expenditures.

The second is fiscal moderation. The DPJ will not depend
upon deficit financing more than the LDP did in its 2009
government budget; it will not engage in further deficit
financing (government bond issue) to finance the new
social welfare expenditure programs. While in the 2010
budget the DPJ will utilize government special account
reserves as well as cutting out some infrastructure proj-
ects, in the longer run other expenditures will be cut and
revenue adjustments made, such as eliminating family
deductions for income taxes. The DPJ has promised not to

raise the consumption tax in the next four years.
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My expectation is that the government will delay new expenditure programs

in order to prevent further deficit financing, unless the current recovery

seriously falters.

The third objective is to create a new, powerful, politician-
dominated policymaking apparatus, in order to reduce
significantly the power of the central government bureau-
cracy and its long-standing, cozy relationships with the
LDP. This will be a new National Strategy Bureau, reporting
directly to the prime minister, consisting of 30 or so knowl-
edgeable policy advisors drawn from the private sector,
Diet members, and some bureaucrats. It will be led by
Naoto Kan, a former head of the DPJ, who will concurrently
serve as deputy prime minister. The DPJ is determined to
impose stronger political control over the bureaucracy, and
to the extent it succeeds it will bring about basic change in
the way Japan is governed. But the DPJ cannot rule with-
out the cooperation of the bureaucracy, so pragmatism will

lead it to some kind of accommodation with the bureaucracy.

The immediate policy battleground will be the Diet deliber-
ations starting in October on the budget for fiscal 2010
(which begins April 1, 2010), as well as a revision of the
LDP 2009 supplementary budget. The transfers for chil-
dren will be addressed, and probably begun next April, but
for the first year at half the amount planned for subse-

quent years.

A key political issue is whether the DPJ can increase social
welfare expenditures without having to increase total
expenditures and thus further increase the deficit. It can
find the revenues for fiscal 2010, but for fiscal 2011 and
beyond that will be difficult. My expectation is that the
government will delay new expenditure programs in order
to prevent further deficit financing, unless the current
recovery seriously falters. The DPJ apparently does not
feel a need to change the LDP economic recovery policy
seriously. It has not articulated a comprehensive longer-
run growth strategy. That too will be an important issue in

the economic policy debates in coming months and years.

The Incomplete 2002-2007 Recovery

Itis important to place Japan's current economic condition
in the context of the 2002-07 incomplete recovery from
the difficulties of the 1990s. From 2002 to 2007
Japanese GDP increased 11 percent, about 2 percent
annually, in both total and per capita terms since popula-
tion growth was flat. In per capita terms Japan grew slightly
faster than the United States, though from a greater initial

output gap.

Companies were able to eliminate their three excesses:
too much debt, too much capacity, and too much labor. The
main drivers of growth during 2002-2007 were exports
and business fixed investment. Exports increased a
remarkable 58 percent and rose impressively as a share of
GDP from 10.9 percent in real terms (11.3% in current
prices) in 2002 to 17.4 percent (17.6%) in 2007.
Business fixed investment, already high at 13.7 percent of
real GDP in 2002 (13.5% in current prices), rose by 30
percent to a 16.0 percent share (also 16.0% in current
prices) in 2007. Consumption spending was of little help,
increasing only 5 percent. Already a low 57.5 percent
(56.5%) of GDP in 2002, the consumption share fell to
54.8 percent (56.3%) in 2007. Public investment continued
its decline, from 6.3 percent to 3.4 percent (6.3% to

4.0% in current prices).

Japan benefited from surging Chinese development, com-
bined with good growth in the United States and the rest of
Asia. Exports also benefited from the weak yen, due to low
Japanese interest rates, the carry trade, and other Japanese
capital outflows. Japan's comparative advantage was and
is in automobiles, electronic goods, and machinery, all of
which respond strongly to rises in foreign demand and, as
the last year has demonstrated, also to declines. Most of
the increase in manufacturing capacity and industrial

production during the period was to provide exports.
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The incomplete recovery, with its failure to achieve full employment, has been a main

source of the increased inequality.

Growth from the 2002 trough to the 2007 peak was good,
but not good enough. Recovery was incomplete: full
employment was not achieved and domestic deflationary
pressures were not brought to an end. Equally important,
the structure of aggregate demand was unbalanced;
growth depended primarily on extraordinarily high rates of
growth of exports and business investment. Aggregate
demand imbalances were not overcome by consumption
growth because household income increases were low;
and government policies of fiscal consolidation (reduced

deficit spending) held back faster growth.

The core Consumer Price Index (CPI) fell slightly or was flat
during 2002-2007. Only in late 2007 did prices begin to
rise, and then only due to the global oil and commodity
price boom. CPI inflation increased to a peak monthly rate
of 2.4 percent in July 2008 before rapidly declining to
zero by the beginning of 2009. The Bank of Japan was not
able to raise its basic interest beyond 0.5 percent (from
zero), which meant a more normal level of market interest

rates could not be achieved.

Unemployment declined from a monthly peak of 5.5 per-
cent in early 2003 to 3.8 percent by the end of 2007.
Labor markets became more efficient; but without strong
GDP growth and demand for labor, many workers were
adversely affected. Nonregular workers continued their
dramatic rise as a share of the labor force—from a fifth in
1990 to a third in 2009. The part-time, contract, subcon-
tract, and temporary workers who make up this group
receive weak employment commitments, lower wages, and
fewer benefits. For some, nonregular status reflects a
lifestyle choice, but large numbers, especially young people,

have unsuccessfully sought regular, full-time employment.

Firms have benefited doubly; they can replace retiring
regular workers with low-cost nonregular workers, and in

times of economic downturn the nonregulars can be laid

off easily. Thus, even as unemployment was reduced, the
economy’s wage bill fell over the period, and disposable

household income as a share of GDP declined.

Labor market developments in a micro sense increased
efficiency and benefited companies but retarded total
demand. This has contributed to the public view that
income inequality has become a significant social problem,
a dramatic change from the 1980s when more than 90
percent of the Japanese considered themselves to be middle
class (or middle mass, the Japanese phrase used to avoid
the concept of class). Income inequality in fact has
increased somewhat from the 1980s. The distribution is
slightly less equal than the OECD median, but still consid-
erably more equal than in the United States. The incom-
plete recovery, with its failure to achieve full employment,

has been a main source of the increased inequality.

Recent Economic Performance

A year ago the emerging recession was seen as halting the
recovery but otherwise was not expected to be severe.
Instead, Japan has gone through its longest and deepest
postwar decline in GDP. The economy turned around in the
second quarter of 2009, but GDP in summer 2009 is still

6.4 percent below its peak.

However, in aggregate, the adverse economic effects of
recession have been relatively modest. GDP per capita in
2009 in purchasing power parity terms is estimated to be
about $32,300, a decline to just above the 2006 level.
Consumption has fallen only slightly. Unemployment has
rather sharply increased, from a monthly low of 3.8 per-
cent in October 2008 to an unprecedented 5.7 percent in
July 2009, but remains far below Western levels. Housing
ownership has remained stable, and foreclosures are not a
problem. Unlike the 1973-74 oil crisis, there is no inflation
or widespread sense of panic, no fears of import embar-

goes or shortages. However, the recession has hurt the
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Japan's financial system has so far weathered the crises and recession

reasonably well, in large part because in the late 1990s it went through its

own crisis, consolidation, and reform.

already vulnerable, including part-time and temporary
workers and those soon entering the labor force. Japan's

unemployment insurance programs are not well developed.

GDP plunged 3.2 percent in fiscal 2008 (ending March
31, 2009). This was triggered by a 10.2 percent decline in
exports and a 9.6 percent decline in business fixed invest-
ment; together they accounted for more than the total
drop in GDP. The annual data smooth out what were stun-
ning quarterly slumps. Compared to a year earlier, exports
fell 12.6 percent in the 2008 fourth quarter and by 36.4
percent in 2009 first quarter; business fixed investment
dropped 11.8 percent and 20.5 percent, respectively.
Consumption held up fairly well over the year, declining

only 1.5 percent.

The good news in late summer 2009 is that GDP has
stopped dropping and has begun to rise. The less good
news is that the turnaround in the second quarter was due
more than entirely to foreign trade. Exports rose sharply,
industrial production increased, and imports dropped;
together that increased demand by 6.5 percent, far more
than the initial estimate of an annualized 3.7 percent GDP
increase. The government's revised second quarter growth
estimate on September 11 of only 2.3 percent was a sur-
prise. It was not such bad news however, since most of the
further decline in domestic demand was even larger reduc-
tions in company inventories, which in coming months will
be reversed and provide more stimulus. Nonetheless,
domestic demand declined by 4.2 percent in the second
quarter at an annual rate, as slowdowns in business fixed
and inventory investment and housing investment more
than offset a substantial rise in public investment and

some consumption growth.

Japan'’s financial system has so far weathered the crises
and recession reasonably well, in large part because in the
late 1990s it went through its own crisis, consolidation,

and reform. The regulatory system was overhauled and the

Financial Services Agency (FSA) was established. The
FSA's problem is not lack of regulatory authority but lack of
staff, budget, and better market oversight information
technology. In fall 2008 the Bank of Japan effectively
stepped in to prevent the freezing of domestic financial
markets by actively purchasing commercial paper and cor-
porate bonds and taking other temporary measures to

avoid a credit crunch.

The Tokyo stock market dropped to 7,055 (Nikkei index) on
March 10, 2009, its lowest level since the market bubble
burst in 1990. Foreign holders reduced their share of the
market by 4.0 percentage points to 23.6 percent as of
March 30, 2009.

Japan's major banks have large corporate shareholding
positions for client relationship purposes. Banks took sub-
stantial book losses on the decreased mark-to-market
value of their holdings of stock and other securities in fis-
cal 2008 and have hustled to raise new capital. However,
given limited exposure to U.S. subprime loans and related
derivatives, the banks were not otherwise directly hit hard
by the global financial crisis and recession. The ratio of
nonperforming loans did not increase. At the end of March
2009, it was only 1.9 percent for major banks and 3.0 per-
cent for the entire banking system, though some small

local institutions continue to be in real trouble.

The stock market has rebounded; on September 11 the
Nikkei was 10,444. Stock market volatility is a source of
banking vulnerability, but for competitive reasons, no indi-
vidual bank can reduce specific-company holdings. A gov-
ernment policy to restrict bank equity holdings by half, or
more, from the current 100 percent limit relative to bank

Tier 2 capital, makes sense.

While the pace of mergers and acquisitions has slowed
somewhat in Japan as elsewhere, it has continued with

greater participation by Japanese firms, both domestically
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The current surge of Japanese company expansion abroad, usually by acquisition,

will persist.

and internationally. Some parent companies such as
Hitachi are buying listed profitable subsidiaries at below
book value. The number of management buy-outs of small
companies continues to rise, albeit from very low levels.
The strategic decisions of major Japanese firms to acquire

foreign companies are an important trend.

With population declining, companies in markets where
economies of scale are important face saturated domestic
markets. Managements do not want to reduce firm size
and distribute proceeds to shareholders and employees.
Domestic merger with a competitor is increasingly taking
place but is not easy. Successful diversification into new
fields or industries is not easy either, as the 1980s and
1990s demonstrated. The current surge of Japanese
company expansion abroad, usually by acquisition, will
persist. This will pose difficult human resource manage-
ment and institutional challenges for these firms, especially
for nonmanufacturers, as they enter unfamiliar foreign

environments.

Small and medium enterprises (SMEs) have been particu-
larly hard hit by the recession. SMEs comprise a large
share of output and, more importantly, employment. The
government has taken a range of steps to ensure that
SMEs do not suffer a credit crunch. Regulations for lend-
ing institutions were eased, such as not counting resched-
uled loans as nonperforming or special attention loans if
the SME borrower had a viable restructuring plan.
Importantly, the government in October 2008 provided
¥20 trillion ($211 billion) to back 100 percent loan-loss
guarantees through local credit guarantee corporations,
rather than requiring lending banks to bear a portion of the
losses. By February 2009, some ¥8.8 trillion in loan guar-

antees had been utilized.

Bank of Japan (BoJ) policy has been good, but its ability to
combat the recession has been severely constrained.

During the 2002-2007 recovery it was not able to raise

its basic overnight call rate above 0.5 percent (reached in
20086). The BoJ lowered its rate to 0.3 percent on October
31, 2008, and to 0.1 percent on December 19, but, not

surprisingly, the effects were small.

The main failure of monetary policy has been its inability to
halt deflation, even to the BoJ's own conservative implicit
range of an annual core CPI increase of O to 2 percent.
(I'think the range, explicit or implicit, should be 1 percent to
2 percent, similar to the European Central Bank and the
U.S. Federal Reserve System.) As a consequence of boom-
ing world and Japanese import commodity prices, core CPI
rose to a peak of 2.4 percent in summer 2008, but as com-
modity prices plummeted, the CPI dropped to O in January
2009 and to minus 2.2 percent in July.

Deflation has a wide range of bad effects. It discourages
investment, borrowing, and current purchase of durable
goods. It makes traditional monetary policy ineffective.
And, also important for Japan, it has an adverse fiscal
policy effect. Deflation reduces government tax revenues,
in addition to the revenue declines from slowed real GDP
growth. Japan's GDP price deflator has been negative
consistently, if modestly, since 1998, so GDP changes in
current prices are lower than in real terms. The GDP defla-
tor declined by 0.3 percent in fiscal 2008.

As the economy suddenly declined precipitously, in spring
2009 the LDP government dramatically abandoned its
fiscal consolidation policy of the previous several years.
While it kept the conservative 2009 budget intact, once it
was enacted the government immediately announced a
huge supplementary budget stimulus package, passed
May 29, of ¥13.9 trillion ($146.3 billion), about 3 percent
of current price GDP. About half is direct expenditure. This
one-shot boost is now having an impact on consumption
and public investment, which will continue, albeit diminish-
ing, through the first half of 2010.
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| am not optimistic about Japan's near- to medium-term economic performance.

Unemployment is a lagging measure of an economy's
performance. Japan's rate rose from a low of 3.8 percent
in October 2008 to 5.7 percent in July 2009, surpassing
the former peak of 5.4 percent in April 2003. Despite the
current recovery of output, unemployment is projected to
continue to rise to about 6.0 percent before beginning to
decline in the first half of 2010.

Japanese increases in unemployment have been less
severe than elsewhere, in part because companies short-
ened work hours and shared reduced workloads, thereby
retaining regular workers. Importantly, the government
now pays two-thirds or more of the wages of some 2.4 mil-
lion regular workers deemed surplus in more than 83 thou-
sand firms; they comprise 3.6 percent of the total labor
force. Accordingly, quarterly measures of output and pro-
ductivity per worker have temporarily plummeted. Japan
continues to rely on a company-based employment welfare
system rather than direct unemployment compensation for

unemployed workers.

Bifurcation in labor markets has become more important
as nonregular workers have increased. Full-time regular
employees are protected both by company permanent
employment commitments and by laws that make it diffi-
cult to lay them off. Those losing jobs are usually tempo-
rary workers, subcontractors, and those whose contracts

have expired.

The Japanese system of wage payments has significantly
greater downward flexibility than in the United States or
Europe. It is not only a matter of replacing retiring regular
workers with nonregular workers, though that has been
important. A major source of downward wage cuts is
reduction of the semiannual bonuses that virtually all
employees receive. The norm is for winter and summer
bonuses to be about four months of regular monthly

wages, depending on the industry and firm size.

Profitability is an important factor, so bonuses can vary
significantly from year to year and firm to firm. Surveys
estimate the summer 2009 bonuses of large firms will be
lower by about 17 percent from a year ago, the first
absolute decrease since 2002. Export-oriented manufac-
turing firms are cutting bonuses even more. The decline for
nonmanufacturing firms is a modest 2 percent, the first
time in five years that their bonus payments will be larger

on average than that of manufacturers.

The combination of these forces—increases in nonregular
workers, reduced overtime, and lower bonuses—meant
that total cash earnings of all employees in Japan
decreased by 0.7 percent in fiscal 2007, 1.1 percent in
fiscal 2008, and an unprecedented 4.7 percent in the sec-
ond quarter of 2009. It is not surprising that household
income as a share of GDP has stagnated, that the house-
hold saving rate is now a low 3 percent to 4 percent, and
that the consumption share of GDP has continued to be
low, 57.8 percent of GDP in current prices (55.5% in real
terms) in fiscal 2008.

Labor market flexibility makes for greater efficiencies in a
full employment economy, but the widening inequalities of
income distribution, unemployment, and underemploy-
ment have generated a political backlash. Thus, dissatis-
faction with changes in the labor market is deemed one

factor in the DPJ's election victory.

The Near-Term Outlook

| am not optimistic about Japan’'s near- to medium-term
economic performance. Japan will not achieve full recov-
ery until GDP grows at 2 percent or better for long enough
to eliminate the output gap and full employment is
achieved. | do not foresee that happening soon. The econ-
omy is beginning to recover, but it is likely to be a slow
process, importantly dependent on DPJ policy initiatives

and an increase in exports.
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In the near to intermediate period, Japan's major macroeconomic problem will

continue to be the persistence of inadequate aggregate demand.

| expect the DPJ fiscal 2010 budget to signal fiscal cau-
tion. New welfare expenditures will be financed by other
expenditure cuts and use of reserve funds. As part of this,
the DPJ has indicated it will quickly enact a second 2009
supplementary budget with reductions of ¥3 trillion or so
by freezing or eliminating projects already identified as low
priority. Export success depends not only on how rapidly
China, the other Asian economies, and the United States
recover and grow, but the extent to which they shift
demand more to domestic consumption and investment

and less to foreign trade.

Growth in the second half of 2009 may be about the same
as the revised second quarter estimates. Exports will
increase, but at a less dramatic rate as foreign inventory
adjustments are completed. Consumption and public
investment will continue to do reasonably well due to the
2009 supplementary budget, and Japanese inventory
restocking will begin. Overall, year-on-year GDP growth
forecasts see a 5 percent to 6 percent downturn for calen-
dar 2009, but a negative 3 percent or so for fiscal 2009—
the fiscal year does not include the terrible January-March
2009 quarter.

The prospects for 2010 do not look very good: around 1
percent GDP growth, a still huge output gap, and relatively
high unemployment. Although negative CPI growth will
bottom in the fourth quarter of 2009, deflation will not end
for several more years unless a new global oil and commodity
boom develops. The CPI change will be about minus 1 per-
cent in 2010.

The economy will continue slow recovery into 2011, at
perhaps a 1.5 percent rate. Full employment seems at
least several years away. Mild deflation will persist with
small negative values of core CPI changes through 2011

and beyond.

Itis more difficult to forecast Japanese economic perform-
ance for the three- to five- year period, and | may be too
cautious. Some analysts | respect are more positive. The
IMF optimistically forecast in spring 2009 that Japan's
growth will accelerate to a peak of 3.2 percent in 2012
and will still be a very good 2.5 percent in 2014, mainly as
a consequence of renewed world GDP and trade growth. It
will be wonderful if this proves correct. It could mean that,
after more than two decades, Japan will finally be achiev-

ing full employment growth.

A modest rebound in the rest of 2009 and growth of 1 per-
cent or soin 2010 are not very good news for the DPJ, but
not terrible news either. The economy could perform even
better if the world economy and trade recover rapidly
and Japanese investors and consumers become more opti-
mistic. It would be bad news if Japan were to suffer a
double-dip recession in early 2010. If so, and if recovery
prospects looked dim, | would not be surprised if the DPJ
were to pass a major stimulus supplementary budget in
spring 2010, as the LDP did in spring 2009.

Japan's Aggregate Demand Conundrum

In the long run, Japan’s growth of GDP per capita depends
fundamentally on improvements in labor productivity
through innovation, technological change, education, insti-
tutional and organizational improvements—all the factors
that make the economy more efficient and increase aggre-
gate supply capacity. However, in the near to intermediate
period, Japan's major macroeconomic problem will continue

to be the persistence of inadequate aggregate demand.

More particularly, business fixed investment is too high a
share of GDP, and household consumption is too low a
share. Japan's business fixed investment share of 15 per-
cent is greater than the U.S. share, but the U.S. economy
grows more rapidly. Japan's business incremental capital/

output ratio, an inverse measure of capital efficiency, is
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Japan needs a strong, temporary fiscal stimulus to jump-start the economy,

rather than a misguided policy of fiscal consolidation when labor and other

resources are underemployed.

triple that of the United States. Given Japan's demographic
reality of a declining labor force, in equilibrium the economy
requires business investment of, at most, 11 percent to 12

percent of GDP, a reduction of 3 to 4 percentage points.

The average returns on business investment and on assets
in Japan are significantly below Western companies and
industries and have been for two decades. It is not just that
interest rates have been extraordinarily low, or that
exports have boomed. Most listed companies are con-
trolled by their management, and smaller firms by their
owners. Their basic objective is to ensure the company sur-
vives, and, if possible, thrives. Management retains cash
flow and profits in order to invest; dividend payout ratios
are low. New investment increases productivity, expands
capacity, and maintains jobs, including those of managers.
(Japan has no labor market for senior corporate execu-
tives, unlike the United States.) Over time the share of
domestic investment to GDP will probably decrease as
market pressures strengthen and population declines.

Instead, firms will invest abroad as they seek markets.

A good domestic demand structure implies that, rather
than 55 percent of GDP, consumption should be some-
where between 60 percent and 65 percent. How to
achieve this is a conundrum. Consumption depends mainly
on household income, and to a lesser degree on household
assets. In aggregate the household savings rate is now
low, and dissaving by the elderly as they spend assets is
constrained by the skewed wealth distribution. Pensions
are lower than wages when workers retire. Household
income depends on employment and wage payments; both
are determined by demand for labor, which is dependent
on GDP growth. For consumption to rise significantly,
wages have to increase significantly. But that will occur
only in a growing economy already having achieved full

employment.

The other major demand component is the government
sector. The 1990s were a period of great fiscal expansion,
significantly due to tax shortfalls and mandated welfare
transfer payments. Consequently, the gross government
debt to GDP ratio rose sharply and is now 172 percent.
From 2002 until early 2009, the government pursued fiscal
consolidation in an unrealistic effort to achieve primary
balance by 2011. In the face of recession, in June 2009
the LDP government's goal to achieve primary balance was
postponed for a decade or so, and on the condition that the
consumption tax, currently 5 percent, be gradually
increased to 10 percent or 12 percent. A further condition
is that prices rise sufficiently that a 3 percent GDP growth
in current prices, and hence government tax revenues, be

achieved.

To provide adequate domestic demand growth, another
strong fiscal stimulus package in 2010 may well be neces-
sary. | have argued for several years that Japan needs a
strong, temporary fiscal stimulus to jump-start the economy,
rather than a misguided policy of fiscal consolidation when
labor and other resources are underemployed. However,
the political reality is that sufficient fiscal stimulus is

unlikely to be adopted.

Many Japanese policymakers, media, and the general
public apparently do not sufficiently understand basic
macroeconomic principles and analyses. Certainly the
ratio of government debt to GDP is very high and should be
reduced, but only once the output gap is eliminated and
the economy is back on a sustainable full-employment
GDP growth path.

The risks of the high gross debt to GDP ratio are exagger-
ated and overly feared; they are not catastrophic. About
half the debt is owned by various government units and the
Bank of Japan. Government net debt is about 90 percent
of GDP, high but sustainable. Almost all the debt is owned
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To recover and grow, more than before Japan will depend on the growth of China,

the rest of Asia, and the United States.

domestically; foreign holdings are too small to create
exchange rate or balance of payment difficulties, and
Japan’'s foreign exchange reserves are an excessive
$1.022 trillion.

Interest rates are extraordinarily low, and government
interest payments on its debt are only 2 percent of GDP.
Market long-term interest rates indicate that inflationary
expectations are low for the foreseeable future. The gov-
ernment debt problem in the near to medium term is not as
important as the problem of lack of domestic demand
essential for economic recovery and growth. Japan's fiscal
experience of the 1990s showed that stimulative fiscal

policy works if managed correctly.

Unfortunately, most Japanese do not think this way. There
is strong public concern that the government debt is too
large and should not be increased significantly, even tem-
porarily. There is insufficient appreciation of the high costs
of inadequate aggregate demand, hence the apparent
fiscal conservatism of the DPJ as well as the LDP. Fiscal

policy will be a key indicator of DPJ economic thinking.

Because increases in business investment, consumption,
and government net spending will probably not be suffi-
cient to propel the Japanese economy, export growth and
a strong current account surplus in the balance of pay-
ments will be the only possible major sources of demand
growth. To recover and grow, more than before Japan will
depend on the growth of China, the rest of Asia, and the
United States. Japanese manufacturers will have to
become even more competitive and export oriented, and
service-sector companies must develop effective opera-

tions in foreign markets.

Given the likely slow recovery, the Bank of Japan will have
to continue its very low interest policy indefinitely. That
suggests Japanese capital outflows will increase as inter-

est rates return to normal in the United States and else-

where, and as Japanese corporate strategies of foreign
direct investment develop further. Temporary movements
aside, this implies the yen will not strengthen significantly
despite continuing lower inflation rates than in the United
States and EU.

The appropriate exit strategy from macroeconomic stimulus
is certainly a key issue for Japan but in a somewhat differ-
ent context than the United States and Europe. Japan is
unlikely to face an inflationary surge in the foreseeable
future. The Bank of Japan will be able to exit soon from its
temporary measures to prevent a credit crunch but will
sensibly maintain its low interest rate, easy monetary policy
as long as necessary. My fear is that the Japanese fiscal
stimulus will end prematurely. However, perhaps the DPJ
will enact an annual series of ad hoc supplementary budget
stimulus measures. If so, | hope that, rather than muddling
along, they will manage fiscal stimulus more efficiently and
effectively than in the 1990s.

International Economic Relations

Japan has long been a major player in world trade and cap-
ital flows, actively involved in Europe, the United States,
and Asia—indeed everywhere. It is the fourth largest
exporter, after Germany, China, and the United States.
China is now Japan's largest trading partner, and that
share will probably increase. Japan's trade with other
Asian economies is becoming increasingly important. East
Asia has been, and will continue to be, the world's most
dynamic, rapidly growing region. In technology, economic
achievement, standard of living, and quality of the labor
force, Japan is the East Asian leader, but China is a domi-

nant force in terms of total GDP and growth.

East Asian economies have developed a high degree of
trade integration, enhanced by regional supply-chain
production systems. However East Asia has not developed

a significant regional architecture for trading and financial
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In the longer run the supply side will determine Japan’s potential growth rate.

relations, and it will not anytime soon. This is not surprising,
given the major differences in size, levels of development,
political systems, language, and histories. Effective partic-
ipation in global economic institutions and policymaking
will continue to be based more on the power of individual
countries than on any regionwide consensus and support-
ing mechanisms. Keys to the future lie in the ambitions and
prospective roles of Japan and China in dealing with each

other and with the other East Asian economies.

China's development has benefited Japan economically,
but it poses challenges for Japan's regional and global
roles. China has responded positively to the global finan-
cial crisis and trade deterioration by pursuing strong
domestic stimulative policies and quickly restoring rapid
growth. China is an important global actor but has yet to

take the role of a global leader.

For the first time in history Japan and China are simultane-
ously regional powers. China is the largest economic and
military power in East Asia, despite its very low per capita
income. China's population is 10.5 times that of Japan,
and its economy should be able to pursue rapid catch-up

growth for many years.

The evolving strategy of many Japanese companies, given
declining domestic population and slow market growth, is
to actively expand abroad, particularly in Asia and
Australia, through acquisition and other direct foreign
investment. However, the Japanese government has rarely
exercised a global or regional leadership role commensu-

rate with its economic power.

Many in the United States and the EU see China, not
Japan, as the most appropriate focus: perceptions of
dynamism and growth trump stability and maturity. But
this is too narrow and short sighted a perspective. Even

with subpar growth, Japan will be the fifth largest economy

in the world 20 years from now, following the United
States, EU, China, and India; its GDP will continue to be
substantially larger than other populous countries such as

Brazil, Indonesia, and Russia.

In terms of economic well-being, Japan's already high stan-
dard of living will double every 48 years if GDP per capita
growth is only 1.5 percent. If the advanced-economy long-
run growth norm of 2 percent per capita growth is
achieved, the standard of living will double in 36 years, and

more than quadruple in the lifetime of a typical Japanese.

National economic power is often measured by total GDP,
reflecting the combination of population size and labor pro-
ductivity. Economic welfare is proxied by GDP per capita.
In a listing of the top 20 economic entities ranked by GDP
per capita in purchasing power terms, all but two, the
United States and the Netherlands, have populations

smaller than New York City's 8.4 million.

Growth in the Longer Run

In the years after World War |l to about 1990, Japan's
growth challenge was on the supply side: to expand pro-
ductivity capacity, production, and productivity as rapidly
as possible. Exports were necessary to pay for required
imports, not as a major source of demand. However, for the
past two decades, Japan's major macroeconomic problem
has been how to achieve sufficient aggregate demand.
This problem will continue for at least several years.
Nonetheless, in the longer run the supply side will deter-

mine Japan's potential growth rate.

Growth depends on changes in employment and in labor
productivity. Long-run productivity growth per hour is
determined by innovation, technological change, and
education, as well as new investment. As with the United

States and Europe, Japan's potential labor productivity
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Whether to encourage significant immigration, and by how much, will be one of the

most important, and difficult, decisions Japan will eventually face.

growth per worker per hour is on the order of 2 percent to
2.5 percent. Japan's may be slightly higher than the United
States since its average productivity for the economy as a
whole is only about three-quarters of the U.S. level.
Japanese manufacturing productivity is high, but service

sector productivity remains extraordinarily low.

Over the next 20 years the Japanese labor force will
inevitably become smaller. As of February 2009, 82.0
million Japanese (64.3%) of the total population of 127.6
million were from ages 15 through 64 (that is, of working
age), 28.5 million (22.3%) were 65 or older, and 17.1
million (13.4%) were under 15. Assuming no net immigra-
tion, Japan's population in 2030 is projected to be 117.6
million, of whom 69.6 million (59.2%) will be in the working
age group, 34.8 million (29.6%) 65 or older, and 13.2 mil-
lion (11.2%) under 15. This is a reduction of 12.4 million in
the working age group, an annual average rate of decrease
of 0.8 percent. Offsetting this, there is likely to be some
rise in the female labor participation rate and continuing
work by some of those 65 or older, so labor input may

decline about 0.7 percent annually on average.

These projections of a rise in labor productivity but a
decline in the labor force suggest that Japan's GDP poten-
tial growth rate will be on the order of 1.3 percent to 1.8
percent. That is based on many heroic assumptions. One is
that, while Japan may import workers on a contract basis,
net immigration will be negligible. Whether to encourage
significant immigration, and by how much, will be one of
the most important, and difficult, decisions Japan will
eventually face. A further assumption is that labor produc-
tivity will increase as rapidly in an economy with a declin-
ing population and an aging workforce as when there are
growing populations and relatively young labor forces. We

simply do not know.

Conclusion

Over its modern history, Japan has gone through a series
of long-run major transformations in virtually every dimen-
sion—economically, politically, socially, and demographi-
cally. It is yet again in the midst of a new era. Since the
early 1990s, the operative constraint on good economic
performance has been lack of aggregate demand. A new
dynamic of sustained full employment growth has yet to be
achieved. The election of the DPJ government is a major
step in the political transformation process. However, how
long the DPJ will retain power and, indeed, what the political
landscape will become are substantial uncertainties. There
are significant generational changes in values, or at least
behavior. Fewer young people are getting married, and do
so at a later age on average, though married
couples have about as many children as couples did two

decades ago.

While | am cautious, indeed concerned, about Japan's
near-term economic performance and am anticipating only
slow recovery, | am more optimistic about Japan's longer-
run future. Japan has strong human and social resources.
Itis a stable society, peaceful and quite crime free, and has
an operating democracy as effective as most others.
Japanese are intelligent, educated, pragmatic, hard work-
ing, and ambitious. Over time Japan has demonstrated
great flexibility and adaptability. Japan does eventually
solve its problems. What | have been unable to discern is
what kinds of future Japanese want for themselves and

their nation.

September 14, 2009
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JEB places high priority on promoting research
related to Japanese economy and business.
Typically, faculty members associated with the
Center obtain funding from a range of grants that each raises
individually, and CJEB contributes additional support, both

financial and administrative.

Professor David Weinstein, Carl S. Shoup Professor of the
Japanese Economy at the University and Associate
Director for Research of CJEB, leads the Center's research
activities, and has several individual projects underway
funded in part by the National Science Foundation.
Professor Weinstein's research and teaching focuses on
international economics, macroeconomics, corporate
finance, the Japanese economy, and industrial policy. Over
the past year, he has been involved in the following ongoing

research projects:

Project on Financial Shocks in Japan

Professor Weinstein is studying why the recent financial
crisis affected the Japanese economy more severely than
the U.S. economy. It appears that exports were a major
transmission channel, with Japanese exports falling by as
much as 50 percent over a 12-month period. Professor
Weinstein is examining why financial shocks ultimately had
such a negative impact on Japan's trade and economy. His
research examines not only what happened in Japan at the
firm level but also why it was that standard macroeconomic

models could not predict the impact.

Project on Japanese Retail Prices

With Columbia Business School Professor Emi Nakamura,
Columbia University Economics Professor Jon Steinsson
and Hitotsubashi University Professor and CJEB research
associate Tsutomu Watanabe, Professor Weinstein has
started a major collaboration to analyze 50 gigabytes of
Japanese bar code data covering all purchases in hun-
dreds of Japanese stores from 1988 to 2005. This is the
largest bar code database in academia, though access is
restricted. To analyze the data, the Center has purchased a
new server and financed the hiring of a full-time research

staff member, Morgan Hardy.

The research aims to analyze the extent to which
Japanese fluctuations in productivity have been driven by
demand and supply factors. Another part of the project
examines the costs of inflation and deflation in Japan,
attempting to understand whether concerns about infla-

tion are warranted.

Project on U.S. and Canadian Retail Prices

With the financial support of the National Science
Foundation and CJEB, Professor Weinstein is conducting
three new research projects that use large amounts of U.S.
and Canadian bar code data drawn from the ACNielsen
Homescan databases. One project seeks to understand
international market segmentation, reexaming key
assumptions regarding international price deviations. The
second project uses data on all bar-coded products sold
in different cities in the United States to quantify the
importance separately of agglomeration effects and better
understand urban prices. The idea is to answer simple
questions such as: Are prices for identical goods more
expensive in Chicago than in Los Angeles? Are the goods
consumed in San Francisco different from those con-
sumed in poorer areas of the U.S.? The third project will
assess whether the poor in America benefit from trade
with China.

From January through June 2009, Professor Weinstein
served as a consultant at the Federal Reserve Bank of New
York. While at the Fed, he helped the bank improve its eco-
nomic forecasting and conducted research on the trade
and the international transmission of financial shocks. He
also researched how globalization was affecting prices

internationally.

Professor Weinstein is one of three advisors to a major
research project conducted by the Economic and Social
Research Institute (ESRI) of the Cabinet Office of the
Government of Japan, “The Japanese Economy and
Macroeconomic Policies over the Last Twenty-Five Years!
He is also cochair of the National Bureau of Economic
Research Japan Project. More details about these two
projects and associated conferences can be found in our

“Events” section, which starts on page 20.
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Professor Weinstein co-authored a book with Christian
Broda of the University of Chicago, Prices, Poverty, and
Inequality, published by AEI Press in 2008. He produced

the following papers:

= “The Role of Prices in Measuring the Poor's Living
Standards,” with Christian Broda and Ephraim Leibtag.
Journal of Economic Perspectives 23, No. 2, Spring
2009: 77-97.

= "Product Creation and Destruction: Evidence and Price
Implications,” with Christian Broda, NBER Working Paper
No. 13041, April 2007. The American Economic
Review, forthcoming.

= "Exporting Deflation? Chinese Exports and Japanese
Prices,” with Christian Broda. NBER Working Paper No.
13942, April 2008. CJEB Working Paper No. 267,
January 2009. In Robert C. Feenstra, and Shang-Jin
Wei, eds. China’s Growing Role in World Trade,
University of Chicago Press, forthcoming.

= "Optimal Tariffs and Market Power: The Evidence,” with
Christian Broda and Nuno Limao. The American
Economic Review 98(5), December 2008: 2032-65.

= “Do Factor Endowments Matter for North-North Trade?”
with Donald R. Davis. In Marjit, Sugata and Eden Yu eds.
Contemporary and Emerging Issues in Trade Theory and
Policy, Emerald Group Publishing Limited, 2008.

= “Import Competition and the U.S. Price Level" with
Robert C. Feenstra. Columbia University, mimeo, 2009.

The Center supports research by other faculty members as
well. Center director Hugh Patrick continues his work on
Japan’s economic performance and institutional changes.
His most recent paper is his annual essay on the current
Japanese economy included here, starting on page 2.
He gave policy-oriented talks based on his research during
the year at the Federal Reserve Bank of New York and at

the Japan Society of Northern California.

The Center is also supporting the research of Columbia
University political science professor Kay Shimizu, who
has been conducting fieldwork in Yamagata and Kumamoto

prefectures for a book on regional finance in Japan.
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he Center fosters dissemination of research on

Japan's economy and business within Columbia

and in the broader academic, business, professional
and public policy communities. While much of the research
produced by scholars affiliated with the Center ultimately
appears in scholarly books and professional journals, early
drafts of the work and research results are often published
in the Center's Working Paper Series. Papers in the series
are available for free download through Center's Web site
at www.gsb.columbia.edu/cjeb and through Columbia
University Libraries’ Academic Commons Web site
at www.gsb.columbia.edu/cjeb/research/ac. Some 21
Working Papers were made available during the 2008-
2009 academic year. To provide a flavor of the research
and indicate the sorts of topics addressed, we describe a

few of the papers here.

263

The Economics of Japan's Postal Services Privatization
Nobuyuki Kinoshita

August 2008

Japan'’s privatization of its postal service—which includes
one of the largest financial institutions in the world—is
exceptional for its huge size and complex structure. This
essay examines the economic background of these
features, as well historical development, competitive envi-
ronment, and lessons learned. The effect on management
incentives of a soft budget is key in understanding the
system'’s problems when it was operated as a government
agency. The analysis suggests that the privatized compo-
nents should achieve higher profitability and greater effi-

ciency, including recovering from the soft-budget problem.

267

Exporting Deflation? Chinese Exports and
Japanese Prices

David E. Weinstein and Christian Broda
January 2009

Between 1992 and 2002, the Japanese Import Price
Index registered a decline of almost 9 percent and Japan
entered a period of deflation. We show that much of the

correlation between import prices and domestic prices

was due to formula biases. Had the IPl been computed
using a pure Laspeyres index like the CPI, the IPI would
have hardly moved. A Laspeyres version of the IPl would
have risen 1 percentage point per year faster than the offi-
cial index. Second, we show that Chinese prices did not
behave differently from the prices of other importers.
Although Chinese prices are substantially lower than the
prices of other exporters, they do not exhibit a differential
trend. However, we estimate that the typical price per unit
quality of a Chinese exporter fell by half between 1992
and 2005. Thus the explosive growth in Chinese exports is
attributable to growth in the quality of Chinese exports

and the increase in new products being exported by China.

279

Bank Monitoring Incentives and Borrower Earnings
Management: Evidence from the Japanese Banking
Crisis of 1993-2002

Gil S. Bae, Yasushi Hamao, and Jun-Koo Kang

April 2009

We examine banks' disincentives to monitor borrower earn-
ings management activity during the Japanese banking
crisis of 1993-2002. We show that during this period, a
period characterized by significant deterioration in the
financial health of the Japanese banking sector, firms that
borrowed a large amount of short-term loans from their
main bank managed earnings more aggressively around
public equity offerings. This result derives largely from the
subsample of offerings by poorly performing firms that
maintained lending relationships with main banks that
were in weak financial health. We also find a significant
decrease in postoffering short-term lending by the main
banks for firms that managed earnings upward prior to the
offerings. In contrast, we do not find such results during
the boom period of 1983-1992. Our results suggest that,
when they are under great pressure for survival, Japanese
main banks have few incentives to monitor corporate managers

and act primarily in the interests of short-term creditors.
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280

Comparing Japanese Versus U.S. Decision Making in
Corporate Governance

Kathryn Rudie Harrigan

April 2009

This study examines how widespread the similarities
between U.S. and Japanese corporate governance prac-
tices have become. Results suggest that, in spite of con-
vergence in many areas of business practices, Japanese
board structures and governance practices still differ
greatly from those in the United States, particularly in
SEC-mandated reforms such as independent audit and
compensation committees. Our results suggest that find-
ings concerning corporate governance differences
between Japanese and U.S. firms may be driven, in part,
by differences in directors' recognition of investors'
performance expectations. In particular, our results indi-
cate that the exit barriers related to employment impact
decision-making for Japanese directors more strongly than

they affect U.S. directors’ decisions.

282

The Fed's Response to the Financial Crisis: Pages from
the BOJ Playbook or a Whole New Ball Game?

Kenneth N. Kuttner

May 2009

Like the Bank of Japan (BOJ) a decade ago, the U.S.
Federal Reserve (Fed) has recently taken a number of
unprecedented steps to stabilize its foundering financial
system. This paper describes the Fed's and the BOJ's
responses to their countries’ crises, highlighting the simi-
larities and differences between the two banks' policies.
Both banks acted as lenders of last resort, providing the
short-term funding necessary to prevent full-blown liquidi-
ty crises. Circumstances compelled the Fed to act much
more quickly than the BOJ, however. And, in its direct
involvement in the provision of credit to the private sector
and its assumption of banks' credit risk, the Fed has inter-
vened in the financial markets more extensively than the
BOJ. Disparities in the speed and scope of the two coun-
tries’ crises help explain the Fed's relatively more aggres-

sive response. The more heavily securitized financial

structure in the United States and the Fed's relaxed stance
on credit risk also may account for the Fed's more interven-

tionist policies.

283

Industrial Concentration, Price-Cost Margins, and
Innovation

David Flath

June 2009

This paper explores a panel data set matching establishment-
based production statistics from Japan's Census of
Manufacturers with wholesale price indices from the Bank
of Japan, and Herfindahl indices from the Japan Fair Trade
Commission. The data include annual observations over
the period 1961-1990, for 74 industries at the 4-digit
s.i.c. level. We estimate Cobb-Douglas production func-
tions and Solow residuals for each industry and then use
these estimates to analyze further the determinates of
industrial concentration and innovation. The industries
having great capital intensity, small employment of labor,
and, with high price-cost margins, tend to be more concen-
trated. Cross-section estimates reveal a U-shaped mapping

from concentration to innovation.
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Programs

n 2002, CJEB decided to develop a new Program on

Alternative Investments, initially using its internal seed

money for funding. The Center recognized that it could
serve the public by providing substantive, objective infor-
mation and analysis concerning hedge funds, private equity,
sovereign wealth funds, and other alternative investments
as they related to Japan and the broader East Asian
region. Since then CJEB has successfully engaged in a
range of activities involving a large number of practitioners,
with the goal of stimulating discussion between academics
and businesspeople in the field and to forge closer ties

between Columbia Business School and the business world.

Over time what had been termed “alternative investments”
has entered the mainstream of finance as portfolio man-
agers expanded their horizons. Accordingly, CJEB decided
to bring the program to an end as of June 30, 2009, while
continuing to involve alternative investment institutions,
instruments, and markets in its ongoing research and related

activities on Japanese finance.

The final three years of the program were led by Alicia
Ogawa, an expert on the Japanese banking industry with a
distinguished career in equity research and its manage-
ment, including fifteen years in Japan and as a managing
director at Lehman Brothers. Professor Ogawa, now a sen-
ior advisor at the Center, was instrumental in organizing
several events this year, including two large conferences in
Tokyo: “The Japanese Government as a Portfolio Manager:
Managing the Nation's Wealth” on October 21, 2008; and
“The Financial and Economic Futures of Japan and the
U.S" on May 14, 2009. More details on these events can
be found in our “Events” section on pages 20-22.

PROGRAM ON ALTERNATIVE INVESTMENTS

Other events included a symposium at Columbia Business
School entitled “Lessons from the Japanese Bubble for the
U.S" on November 19, 2008, in which several prominent
economists discussed Japan's past experience with finan-
cial crisis and compared it to the recent economic
upheaval in the United States. Please visit pages 20-24
for more details about CJEB events sponsored by the
Program on Alternative Investments for the 2008-2009

academic year.

The Center is especially grateful to Nomura Holdings, Inc.,
Daido Life Insurance Company, and Advantage Partners,
LLP for their support of our Program on Alternative
Investments. Without their strong support and encourage-
ment, this Program would not have been possible.

The Program on Alternative Investments was supported by
an Academic Advisory Board that provided intellectual
guidance and was composed of leading faculty in relevant

fields at Columbia Business School. They included:

= Franklin R. Edwards, Director, Center for the Study of
Futures Markets and Arthur F. Burns Professor of Free
and Competitive Enterprise

= Larry Glosten, Chair, Economics and Finance Division
and S. Sloan Colt Professor of Banking and
International Finance

= Robert Hodrick, Nomura Professor of International
Finance

= R. Glenn Hubbard, Dean and Russell L. Carson
Professor of Finance and Economics

= Christopher J. Mayer, Director, M.B.A. Real Estate
Program and Milstein Center for Real Estate, and

Paul Milstein Professor of Real Estate
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THE NEW FINANCIAL ARCHITECTURE:
JAPAN AND THE UNITED STATES

’ uilding upon the Program on Alternative Invest-

ments, the Center established a new program
titled “The New Financial Architecture: Japan and
the United States!” It began July 1, 2009, the start of
Columbia's new fiscal year. The purpose of the new program
is to engage in analytical and policy-oriented evaluations
of major financial and economic issues through confer-
ences, brainstorming sessions, and research activities, in
light of the dramatic financial system and regulatory
changes under way not only in the United States but
also globally, importantly including Japan. It will combine

analytical and policy-oriented perspectives.

The program will bring together distinguished finance and
economics professors at Columbia Business School and
other parts of the University with financial market partici-
pants in the United States and Japan, and in principle,
Europe and China as well. While the focus will be on the
United States and Japan, this necessarily will be in the
broader context of the global financial system and its other
major players. Potential topics include, but are not limited
to, financial system restructuring; development of national
and international regulatory systems; effective governance,
supervision and monitoring; the operations of and inter-
actions among specific financial markets; the relationships
between finance and macroeconomic performance; and

the nature and role of government and monetary policies.

The program will begin with an initial three-year commit-
ment and is expected to develop and grow substantially
beyond that. Subject to funding, it will include two major
conferences each year, one at Columbia University and
one in Tokyo. An inaugural event will be held at Columbia
Business School on November 10, 2009, including

Professors Heizo Takenaka and Takatoshi Ito as speakers.
The program is also expected to include a series of work-
shops in which faculty and practitioners meet to discuss
specialized topics and research; the development of joint
research projects; and the development of new curricula
by participating faculty based on the work of the program.
A conference in Tokyo in spring 2010 is in the planning
stage.

To support the program initially, CJEB will provide seed
money from its reserve fund for new programs and admin-
istrative resources. The Center will establish a special lead
corporate sponsor funding category for this program and
seeks a small number of appropriate sponsors prepared
to make significant annual commitments for three years.
We encourage anyone interested in getting involved in this

program to contact the Center.
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Events

JEB organized and hosted a range of events during 2008-2009, which are briefly described below. As planning

was under way for CJEB's Program on Alternative Investments to be replaced by a new program on financial sys-

tems and relations in Japan and the United States in a global context, the Center held two major conferences in
Tokyo in October 2008 and May 2009. CJEB also continued its co-sponsorship of joint academic research projects with
American and Japanese scholars.

In addition to the descriptions below, details on all CJEB events, along with videos and reports, can be found on the

Center's Web site, www.gsb.columbia.edu/cjeb.

The Japanese Government as a Portfolio Manager: Managing the Nation’s Wealth
October 21, 2008; Tokyo, Japan

CJEB and its Program on Alternative Investments held this conference at Tokyo's Grand Prince Hotel Akasaka to examine
a variety of issues underlying the debate on sovereign wealth funds (SFWs) in Japan. One major issue addressed was
whether Japan should create a sovereign wealth fund. Another was what Japan'’s policy should be toward investment in Japan
by SWFs. More than 150 people attended to hear the views of 17 speakers. Speakers addressed issues such as individual
pension account reform; governance of pension funds; management of foreign exchange reserves; and the relationship of

these and other issues to Tokyo becoming an international financial center. Speakers and panel titles are listed below.

From left to right: John Ehara, Takatoshi Ito, Alicia Ogawa, Takeshi Isayama, and Takehiko Nakao Robert Kaproth
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Center on Japanese Economy and Business

From left to right: Clifford Shaw, Junichiro Sano, Hugh Patrick, Bill Wilder, and Mamoru Taniya

Investment of Public Pension Reserve:
Objectives and Strategy

Takahiro Kawase, President, Government Pension
Investment Fund (GPIF)

Does Japan Need a SWF? Issues and Observations
Moderator: Robert Alan Feldman, Director of Economic
Research Department, Morgan Stanley Japan, Ltd.

Panelists:

Masaharu Sakata, Director of Private Equity Investment-
Pension Investment Department, Pension Fund Association
Taisuke Sasanuma, Representative Partner, Advantage
Partners, LLP

Cheng Chih Sung, Managing Director and Chief Risk
Officer, the Government of Singapore Investment
Corporation (GIC)

Yo Takeuchi, Chief Financial Officer, Development Bank of
Japan Inc.

Japan as a Recipient Country:
Experience and Observations
Moderator: Alicia Ogawa

Panelists:
John Ehara, CEO, Unison Capital, Inc.

Takeshi Isayama, Chairman, Carlyle Japan

Takahiro Kawase

Takatoshi Ito, Faculty of Economics, The University of Tokyo

Takehiko Nakao, Senior Deputy Director-General of
International Bureau, Ministry of Finance, Japan

Creating a Fund Management Industry in Japan
Moderator: Hugh Patrick, Director, Center on Japanese
Economy and Business, Columbia Business School

Panelists:
Junichiro Sano, Chief Executive Officer, Dalton
Investments K.K.

Clifford Shaw, Advisor, Program on Alternative
Investments, Center on Japanese Economy and Business,
Columbia Business School

Mamoru Taniya, Chief Executive Officer, Asuka Asset
Management, Ltd.

Bill Wilder, President and CIO, Nikko Asset Management
Co., Ltd.

Closing Keynote Speech: The Multilateral Policy
Response to SWFs

Robert Kaproth, U.S. Financial Attaché; Representative,
U.S. Department of the Treasury in Japan
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The Financial and Economic Futures of Japan and the U.S.
May 14, 2009; Tokyo, Japan

Organized by CJEB and its Program on Alternative Investments, this conference addressed the future of the world econo-
my and capital markets, particularly from the points of view of Japan and the United States. It was held at the Hotel Okura
in Tokyo; more than 250 people attended the event, which was organized as three panel discussions: “Executive
Roundtable: A Corporate Perspective on the Global Economy,” “What New Regulatory Arrangements Are Necessary?"” and
“What Is the Future for Alternative Investments?” The conference featured a roster of distinguished speakers from the aca-
demic and private sectors. This was the last official event for the Program on Alternative Investments as the Center

brought this program to a close after several successful years. The panels and participants are listed below.

Executive Roundtable: Louis Forster, President, Cerberus Japan K.K.

A Corporate Perspective on the Global Economy Atsushi Saito, President and CEO, Tokyo Stock Exchange

Moderator: Hugh Patrick, CJEB Director Group, Inc.

Panelists: Takafumi Sato, Commissioner, Financial Services Agency

Richard Folsom, Representative Partner, Advantage ) )
Partners Kazuo Ueda, Professor, The University of Tokyo

Susumu Kato, President and CEO, Sumitomo Corporation ~ What Is the Future for Alternative Investments?
Moderator: Alicia O Senior Advi Cent

Charles Lake II, Chairman, AFLAC Japan oderator: Allcla LUgawa, Sehlor Advisor, Lenter on
Japanese Economy and Business, Columbia Business

Yuzaburo Mogi, Chairman and CEO, Kikkoman School
Corporation
Panelists:
Katsuhiro Nakagawa, Vice Chairman and Representative Kats Ashizawa. CEO. GCM Investments

Director, Toyota Motor Corporation
F. T. Chong, Managing Director, AlG Investments, and

What New Regulatory Arrangements Are Necessary? Managing Partner, AIG Vantage Capital, New York

Moderator: Merit E. Janow, Professor of International
Economic Law and International Affairs, Columbia Akio Kawamura, Counsel, Nishimura & Asahi

University Takashi Oyama, Advisor for Global Strategy of the

Panelists: Norinchukin Group, The Norinchukin Research Institute

Charles Calomiris, Henry Kaufman Professor of Financial
Christopher Wells, Partner, White & Case LLP

Institutions, Columbia Business School

| _— S .

From left to right: Hugh Patrick and Masayoshi Amamiya From left to right: Robert Alan Feldman and Merit Janow

Toshihiko Fukui Kazuki Nakamoto
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From left to right: Christopher Wells, Takashi Oyama, Alicia Ogawa, Akio Kawamura, Kats Ashizawa, and F. T. Chong

CJEB Annual Report 2008-2009 23



Japan's Bubble, Deflation, and Long-Term Stagnation

December 11-12, 2008; San Francisco, CA

This major academic conference was organized by the Japanese Cabinet Office's Economic and Social Research Institute

(ESRI) with the Center and the University of Chicago Graduate School of Business. CJEB associate director David

Weinstein is a member of the international advisory committee for this project. A list of papers presented and discussed

follows. A book, Japan's Bubble, Deflation, and Long-Term Stagnation, is forthcoming from The MIT Press.

The Japanese Asset Price Bubble:
A "Heterogeneous” Approach
Author: Robert Barsky, The University of Michigan

Discussant: Terry Odean, Haas (BBS)

Labor Immobility in Japan: Its Causes and Consequences
Authors: Kenn Ariga, Kyoto University;
Ryosuke Okazawa, Kyoko University

Discussant: Gary Ramey, UC, San Diego

An Exploration of the Japanese Slow Down
during the 1990s
Author: Diego Comin, Harvard University

Discussant: John Fernald, Federal Reserve Bank
of San Francisco

International Financial Integration and Japanese
Economic Performance
Author: Philip R. Lane, Trinity College Dublin

Discussant: Andy Rose, Haas School of Business,
UC, Berkeley

Consumption, Land Prices, and the Monetary
Transmission Mechanism in Japan

Authors: John Muellbauer, Oxford University;
Keiko Murata, Tokyo Metropolitan University

Discussant: Pierre-Olivier Gourinchas, UC, Berkeley

The Japan-U.S. Exchange Rate, Productivity, and
the Competitiveness of Japanese Industries
Authors: Robert Dekle, The University of Southern
California; Kyoji Fukao, Hitotsubashi University

Discussant: Ann Harrison, UC, Berkeley

Changes in Corporate Restructuring Processes in Japan,
1981-2007

Authors: Takeo Hoshi, UC, San Diego; Satoshi Koibuchi,
Chiba University; Ulrike Schaede, UC, San Diego

Discussant: Francisco Perez-Gonzalez,

Stanford University

The Japanese Employment System after the Bubble
Burst: New Evidence

Authors: Takao Kato, Colgate University;

Ryo Kambayashi, Hitotsubashi University

Discussant: Enrico Moretti, UC, Berkeley

The Yen and Japan’'s Economy, 1985-2007
Author: Maurice Obstfeld, UC, Berkeley
Discussant: Takatoshi Ito, The University of Tokyo
The Contribution of Bank Lending to Long-Term

Stagnation in Japan
Author: Joe Peek, The University of Kentucky

Discussant: Jim Wilcox, UC, Berkeley
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The Japan Project Meeting
June 30-July 1, 2009; Tokyo, Japan

CJEB, together with the Center for Advanced Research in Finance of the University of Tokyo, the Australia-Japan Research

Center, and the National Bureau of Economic Research (NBER) cosponsored The Japan Project Meeting. Center associate

director David Weinstein cochaired this event with Anil Kashyap of the University of Chicago, Jennifer Corbett of the

Australian National University and Oxford University, and Charles Horioka of Osaka University. The following papers were

presented and discussed at this annual event:

Official Japanese Intervention in the JPY/USD Exchange
Rate Market: Is It Effective and Through Which Channel
Does It Work?

Author: Rasmus Fatum, University of Alberta

Discussant: Takatoshi Ito, University of Tokyo and NBER

The Great Realignment: How the Changing Technology of
Technological Change in Information Technology
Affected the U.S. and Japan IT Industries, 1983-1999
Authors: Ashish Arora, Duke University;

Lee Branstetter, Carnegie Mellon University and NBER;
Matej Drev, Carnegie Mellon University

Discussant: Kyoji Fukao, Hitotsubashi University

Understanding the Decline in the Japanese Saving Rate
in the New Millennium

Authors: Tokuo Iwaisako, Ministry of Finance;

Keiko Okada, Hosei University

Discussant: Christopher Carroll, The Johns Hopkins
University and NBER

Bank Monitoring Incentives and Borrow Earnings
Management: Evidence from the Japanese Banking
Crisis of 1993-2002

Authors: Gil Bae, Korea University; Yasushi Hamao,
University of Southern California; Jun-Koo Kang,
Nanyang Technological University

Discussant: Joe Peek, University of Kentucky

Are Agency Costs Fully Priced? Evidence from Public
Listings of Subsidiaries in Japan

Authors: Sergey Chernenko, Harvard University;
Robin Greenwood, Harvard University;

Fritz Foley, Harvard University and NBER

Discussant: Kenji Wada, Keio University

Who's Serving You? A Gravity Model Approach to
Services Trade

Authors: Jenny Corbett, Australian National University;
Kazunobu Hayakawa, Institute of Developing Economies;
Fukunari Kimura, Keio University

Discussant: Amit Khandelwal, Columbia University
and NBER

A New Method for Identifying the Effects of Foreign
Exchange Interventions

Authors: Chih-nan Chen, Harvard University;
Tsutomo Watanabe, Hitotsubashi University;
Tomoyoshi Yabu, Keio University

Discussant: Paolo Pesenti, Federal Reserve Bank of
New York and NBER

Changes in Main Bank Rescues during the Lost Decade:
An Analysis of Corporate Restructuring in Japan,
1981-2007

Authors: Takeo Hoshi, UC, San Diego, and NBER;
Satoshi Koibuchi, Chiba University of Commerce;

Ulrike Schaede, UC, San Diego

Discussant: Effi Benmelech, Harvard University
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Lessons from the Japanese Bubble for the U.S
November 19, 2008; Columbia Business School

Amidst deepening financial trouble in the United States, specialists on the Japanese economy spoke on what can be
learned from the Japanese experience to help U.S. policymakers avoid a systemic crisis and the “lost decade” that Japan
went through following the bursting of its asset bubble in the early 1990s. Some 260 people attended this major event to
hear from three distinguished economists: Takeo Hoshi, Pacific Economic Cooperation Professor of International Economic
Relations, University of California, San Diego; Paul Sheard, former Global Chief Economist, Lehman Brothers, and now
Global Chief Economist and Head of Economic Research, Nomura Securities; and Michael Woodford, John Bates Clark
Professor of Political Economy, Columbia University. David Weinstein, Carl S. Shoup Professor of the Japanese Economy,
Columbia University, was the moderator. The event was cosponsored by CJEB's Program on Alternative Investments and

the Weatherhead East Asian Institute of Columbia University.

From left to right: Takeo Hoshi, Paul Sheard, Michael Woodford, and David Weinstein

America Has Voted: Impact of New U.S. President on Asian Markets
January 29, 2009; Japan Society of New York

For the second consecutive year, CJEB teamed up with the corporate program of The Japan Society, Nomura Holding
America Inc., and The Women's Bond Club of New York, to host an event. The panel discussion featured the following
speakers: Alicia Ogawa, then-director of the Program on Alternative Investments at CJEB and now senior advisor to the
Center; David Resler, managing director and chief economist at Nomura Securities International, Inc.; and Jeffrey Young, chief
economist at Platinum Grove Asset Management. Leslie Norton, Asia foreign editor at Barron's, moderated the discussion.

- -

i - T EENE T

From left to right: David Resler, Alicia Ogawa, Jeffrey Young, and Leslie Norton
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Japan'’s Solar and Wind Ambitions: How Promising
Is the U.S. Market?
February 5, 2009; Columbia Business School

This event, with the support of the Mitsui USA Foundation,
addressed the state and future of the solar and wind power
industries in the United States and the role played by
Japanese companies and investments. Speakers were
David Kaltsas, executive vice president of the Distributed
Power Group at SunWize Technologies; Christopher

Stolarski, senior vice president in the Project Finance : . i g
Department of Mizuho Corporate Bank; and Gen Hajime Hiroaki Okahashi (M.B.A.'07) poses question to panel member Gen Hajime Ito, in CJEB's first two-way
. . . live Web conference

Ito, president of the Japan External Trade Organization
(JETRO), New York. Geoffrey Heal, Paul Garrett Professor
of Public Policy and Business Responsibility at Columbia
Business School, served as a commentator and CJEB's
Hugh Patrick moderated the discussion. The event marked
the 10th anniversary of the Mitsui USA Foundation's spon-
sored symposia at Columbia Business School and was the

first to include a remote audience of Columbia Business

School alumni in Tokyo via an interactive Webcast. From left to right: Geoffrey Heal, David Kaltsas, Hugh Patrick, Gen Hajime Ito, and Christopher

Stolarski

Two Behemoths in a Troubled Industry: Toyota and GM
April 6, 2009; Columbia Business School

The Center hosted a symposium on the troubled auto industry,
with Toyota Motor North America Group vice president Steven
Sturm and William Holstein, author of Why GM Matters: Inside
the Race to Transform an American Icon, as speakers. Debate
among the speakers and the audience touched on the impor-
tance of General Motors to the U.S. economy and the likelihood
that GM can be a viable company, as well as Toyota's strategy
and the industry’s move toward making more fuel efficient vehi-
cles. The discussion was moderated by David Weinstein, Carl S.
Shoup Professor of the Japanese Economy at Columbia
University; Professor Hugh Patrick, CJEB director, was commen-

tator. The symposium was cosponsored by three M.B.A. student-
run organizations: Asian Business Association, General
Management Association, and Japan Business Association.

From left to right: Merit Janow and Robert Fallon
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LECTURE

Japan's Politics: Current Realities, Future Possibilities
September 25, 2008; Columbia University

In the wake of Japanese Prime Minister Yasuo Fukuda's resignation and the election of Taro Aso
as his successor, Gerald Curtis, Burgess Professor of Political Science, Columbia University, gave
a special lecture on Japan's political situation for an audience of approximately 180 people.
Curtis said that what Japan needs most is a political leader with vision. “You need a prime minister
who can think 10, 20 years out, who has a picture of the future, and then has a strategy of how
to get there.” He noted that at every lecture over the past several years, Japan had a new prime
minister, and he expected that to be the case in September 2010, suggesting such turnover
reflected difficulties in developing such a strategic vision. This annual event was cosponsored by

Gerald Curtis the Weatherhead East Asian Institute.

ZADANKAI

he Center regularly holds informal discussion groups at the Business School to provide M.B.A. students with the

opportunity to talk with leading experts in the field of Japanese business and economics. These zadankai are

typically held in Uris Hall during lunch hours and are also open to faculty, staff, CJEB visiting fellows, and to the
public by invitation. They are cosponsored by the student-run Japan Business Association of Columbia Business School.
The year's zadankai featured the following speakers:

Michihisa Shinagawa, President and CEO of Sumitomo Corporation of America
Approaches to Change—Conquering the “Crisis of a Century”
November 13, 2008

Naoyuki Yoshino, Professor of Economics at Keio University in Tokyo
Current Economic Conditions in Japan and Asia
March 2, 2009

Kazumasa Iwata, President of Japan’'s Economic and Social Research Institute of the Japanese Cabinet
Office, and Former Deputy Governor of the Bank of Japan

Perspectives on the Japanese Economy

April 22, 2009
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hroughout the year the Center collaborates with the Weatherhead East Asian Institute of Columbia University to
cosponsor a number of luncheon seminars held at the School of International and Public Affairs. Those held during
2008-2009 include:

Financial Crisis: Impact on Japan and Lessons from Japan
December 4, 2008

Shijuro Ogata, CJEB professional fellow and former deputy governor of International Relations at the Bank of Japan, pro-
vided his perspective on the U.S. financial crisis and commented that the initial direct impact of the U.S. financial fallout
on Japan has been rather limited, due to Japanese banks having reduced their international operations and exposure. The
indirect impact, however, is “not so small," particularly in three aspects: the severe slowdown of Japan's export markets,
the yen's sharp appreciation, and lower Japanese stock prices due to slumping stock markets globally.

A New Approach to Law and Economic Development, with Reference to East Asia
January 27, 2009

Two Columbia Law School professors, Curtis Milhaupt, Fuyo Professor of Japanese Law and Legal Institutions, and
Katharina Pistor, Michael |. Sovern Professor of Law, spoke about the findings presented in their new book,
Law and Capitalism: What Corporate Crises Reveal about Legal Systems and Economic Growth Around the World.
Professors Milhaupt and Pistor wrote Law and Capitalism to reshape the debate around the relationship between law,
legal systems, and economic development. They argue that legal systems can support markets in several ways. In addition
to protecting and enforcing rights, they can also serve to coordinate, to signal and to enhance credibility. Based on these
ideas, Professors Milhaupt and Pistor developed a framework for organizing legal systems on two continuums: centralized
to decentralized, and coordinative (those based on multistakeholder claims) to protective (those focused on protecting
individual rights). They then used case studies addressing firm-level scandals and failures in various countries around the
world—including examples in Japan, China and Russia—to determine where that country's legal system fit within their
framework. This event was cosponsored by the Harriman Institute.

Yankee Capitalist Go Home: The Singer Sewing Machine Company in 1930s Japan
March 3, 2009

Andrew D. Gordon, Lee and Juliet Folger Fund Professor of History and director of the Reischauer Institute for Japanese
Studies at Harvard University, provided an overview of America's iconic Singer Sewing Machine Company, shedding light
on some of the lessons earlier American capitalists learned when venturing abroad. Singer, he said, assumed its systems
worked well universally and should work in Japan. Singer machines dominated the world markets, with about 80 percent
market share. But anti-American sentiment rose during a strike and Singer lost market share in Japan. Singer had one of
the largest American presences in the region then, with 800 stores and 8,000 employees in Japan, Korea, and Manchuria.
In the 1940s and 1950s, its Japanese counterparts began taking over and increasing market share as nationalistic
sentiment rose.
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Columbia Business School Pan-Asian Reunion
October 24-26, 2008; Hong Kong

Professor Hugh Patrick moderated a panel session during a symposium at the Business School’s inaugural Pan-Asian
Reunion. His panel, “Asian International Financial Centers: Activities and Aspirations,” was composed of the following
speakers: Lawrence Fok '76, executive vice president, Issuer Marketing Division, Hong Kong Exchanges and Clearing
Limited; Richard D. Stanley '90, CEO, DBS Group Holdings & DBS Bank; and Heizo Takenaka, professor and director of the
Global Security Research Institute, Keio University. Mr. Takenaka was a CJEB visiting fellow from 1993-1994.

Japan Productivity Center Lecture
November 19, 2008; Columbia Business School

Each year, in cooperation with the Japan Productivity Center, CJEB arranges two private lectures by Columbia Business
School (CBS) professors for a group of 20 to 30 Japanese managers from mostly small- to-mid-sized companies in Japan.
The purpose is to give these managers exposure to some of the top minds in the study of business in the United States.
The Japan Productivity Center (JPC) is a nonprofit and nongovernmental organization in Japan that aims to build a more
stable and prosperous society.

This year, CBS professor Joel Brockner, an expert in the field of organizational behavior, gave a lecture titled “Planning and
Implementing Organizational Change,” and CBS professor Michael W. Morris, highly respected for his research on social
judgment, spoke to the group about emotional intelligence and organizing teams for innovation, among other topics.
Twenty-one business professionals attended the lectures.

Columbia and Japan: A Celebration in Commemoration of the 60th Anniversary of the Weatherhead East
Asian Institute
June 3, 2009; Tokyo, Japan

Professor Patrick spoke on a panel titled “U.S.-Japan Relations under the Obama Administration” at the Tokyo program
celebrating the 60th anniversary of the Weatherhead East Asian Institute. Some 200 Columbia alumni and others attended.
He was joined by Columbia University colleagues Gerald L. Curtis, Burgess Professor of Political Science, and Merit E.
Janow, Professor of International Economic Law and International Affairs. Other panel participants included Yoichi
Funabashi, editor in chief of The Asahi Shimbun, and Heizo Takenaka, Japan's former minister for economic and fiscal
policy and professor and director of the Global Security Research Institute at Keio University. This session was moderated
by Carol Gluck, Columbia’s George Sansom Professor of History.

CJEB was a sponsor of the symposium, along with the following organizations: the Weatherhead East Asian Institute, the
Donald Keene Center of Japanese Culture, the Center for Japanese Legal Studies, the Institute for Medieval Japanese
Studies, the Columbia Center for Japanese Religion, and the Columbia Alumni Association. Special support was provided
by Mori Building Co., Ltd.
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Faculty Support

JEB strives to support Columbia Business School

faculty members by serving as an entree to

Japan'’s culture, academic world and economy and
helping professors incorporate Japan into their research
and teaching. The Center is able to fund Japan-related
research, and an objective is to find ways that Business
School professors who are not necessarily Japan experts
can incorporate study of the country’s economy and busi-
ness systems into their research and teaching, in a com-
parative sense. The Center also uses its extensive network
of Japanese corporate contacts to arrange for speakers

from the private sector to speak in CBS classes.

The Center has access to various Japan-related databases
that faculty and students may use for research and, where
appropriate, can fund and arrange faculty research trips to

Japan.
Interested faculty members should inquire with the Center.

This year, the Center helped send two Columbia Business

School faculty members to Japan on short trips.

Professor Wouter Dessein, Eli Ginzberg Professor of
Finance and Economics, Columbia Business School, spent
a week in Japan on a one-week program organized by the
Keizai Koho Center (KKC), an arm of Nippon Keidanren.
KKC arranges a week of meetings in Japan with corporate
executives, scholars, government officials, and politicians,
with the goal of promoting understanding of the Japanese
economy, corporations, and management methods.
CJEB's Hugh Patrick and Charles Wolf Jr., senior econom-
ic advisor and corporate fellow in international economics
of the RAND Corporation, are responsible each year for
selecting faculty from Columbia and four other top-tier
academic institutions to participate in this excellent, well-

received program.

CBS Professor Oded Koenigsberg, Barbara and Meyer
Feldberg Associate Professor of Business, went to Japan
with support from the Center as the faculty leader of the
2009 Chazen International Study Tour to Japan, which
CJEB cosponsors. On the trip, students and Professor
Koenigsberg visited a wide variety of Japanese corporations
in an effort to learn more about the business practices and
culture of the country.

Often Columbia Business School faculty participate as
speakers or panelists for various CJEB events. Professor
Charles Calomiris, Henry Kaufman Professor of Financial
Institutions, was a featured panelist at the Center's May
2009 conference in Tokyo. Professor Geoffrey Heal,
Paul Garrett Professor of Public Policy and Business
Responsibility, served as commentator at the Center's
event in February 2009 on the topic of solar and wind
energy. Professor Amit Khandelwal of the Business
School's Finance and Economics department participated
in the CJEB-cosponsored National Bureau of Economic
Research Japan Project Meeting in summer 2009, serving

as a discussant for one of the presented papers.

In the fall of 2009, CJEB will bring Professor Takatoshi
Ito of The University of Tokyo to the Business School as a
visiting professor. Professor Ito, a noted Japanese econo-
mist, will teach a course on Asian financial markets for
M.B.A. students and students from Columbia’s School for

Public and International Affairs.
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Resources

LEADERSHIP AND STAFF

Hugh Patrick is director of the Center
on Japanese Economy and Business
at Columbia Business School, co-
director of Columbia’s APEC Study
Center, and R. D. Calkins Professor of

International Business Emeritus. He
joined the Columbia faculty in 1984 after some years as
professor of economics and director of the Economic
Growth Center at Yale University. He completed his B.A. at
Yale University in 1951 and earned M.A. degrees in
Japanese Studies (1955) and Economics (1957) and a
Ph.D. in Economics at the University of Michigan in 1960.
He has been a visiting professor at Hitotsubashi
University, The University of Tokyo, and University of
Bombay. Professor Patrick has been awarded Guggenheim
and Fulbright fellowships and the Ohira Prize. His profes-
sional publications include sixteen books and some sixty
articles and essays. His major fields of published research
on Japan include macroeconomic performance and policy,
banking and financial markets, government-business rela-
tions, and Japan U.S. economic relations. His most recent
book, co-authored and co-edited with Takatoshi Ito and
David Weinstein, is Reviving Japan's Economy: Problems
and Prescriptions (MIT Press, 2005). Other books include
Crisis and Change in the Japanese Financial System (with
Takeo Hoshi); The Japanese Main Bank System (with
Masahiko Aoki); and Asia’s New Giant—How the Japanese
Economy Works (with Henry Rosovsky). He served as one
of the four American members of the binational Japan U.S.
Economic Relations Group appointed by President Carter
and Prime Minister Ohira, 1979-1981. He is on the Board
of Directors of U.S. Asia Pacific Council and has been a
member of the Council on Foreign Relations since 1974.
He was chairman of the International Steering Committee
for the conference series on Pacific Trade and
Development (PAFTAD) between 1985 and 2005, having

served on the Committee since PAFTAD's inception in
1968. He was on the Board of the Social Science
Research Council, from 1982 to 1988 and served as its
chairman from 1985 to 1988. He was a member of the
Board of Directors of the Japan Society for seven three-
year terms. In November 1994 the Government of Japan
awarded him the Order of the Sacred Treasure, Gold and
Silver Star (Kunnitd Zuihdshd). He was awarded an hon-
orary doctorate of social sciences by Lingnan University,
Hong Kong, in 2000.

Virginia Woods is director for adminis-
tration at the Center on Japanese
Economy and Business, having joined
the Center in December 2008. Before
coming to the Business School, she

worked as a hedge fund analyst, pri-
marily researching investment opportunities in Japan.
Prior to that, she worked as a journalist in Japan and China,
writing for publications including the Wall Street Journal
and TIME magazine. She has also served as director of
Princeton-in-Asia, a program that sends recent college
graduates to work in Asia. She earned her B.A. from
Princeton University in East Asian studies and an M.A.
from the Writing Seminars at The Johns Hopkins
University. She lived in Japan for eight years and speaks,
reads, and writes Japanese fluently.

Alicia Ogawa is senior advisor at the
Center on Japanese Economy and
Business at the Columbia Business
School. Until 20086, she was managing
director at Lehman Brothers, where
she was responsible for managing the
firm's global equity research. She is also an adjunct
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associate professor at the Columbia University School of

International and Public Affairs. Prior to joining Lehman
Brothers, Ms. Ogawa spent 15 years in Tokyo, where she
was a top-rated bank analyst and director of research for
Nikko Salomon Smith Barney, having managed the original
Salomon Brothers Research Department through three
mergers. She is a member of the board of directors of The
Maureen and Mike Mansfield Foundation and is on the
board of directors of MW Turnbull, a London-based Asian
hedge fund. She graduated from Barnard College and
earned a master's degree in international affairs at

Columbia University's School of International and Public
Affairs.

David E. Weinstein is Carl S. Shoup
Professor of the Japanese Economy at
Columbia University. He is also the
associate director for research at the

Center for Japanese Economy and

Business at Columbia Business
School; director of Columbia's Program for Economic
Research; research associate and Director of the Japan
Project at the National Bureau of Economic Research; and
a Member of the Council on Foreign Relations. Previously,
Professor Weinstein was a Senior Economist and a con-
sultant at the Federal Reserve Bank of New York and at the
Federal Reserve Bank of San Francisco and the Federal
Reserve Board of Governors. Prior to joining the Columbia
faculty, Professor Weinstein was a professor at the
University of Michigan and Harvard University. He also
served on the Council of Economic Advisers from 1989 to
1990. His teaching and research interests include inter-
national economics, macroeconomics, corporate finance,
the Japanese economy, and industrial policy. Professor
Weinstein earned his Ph.D. and M.A. in economics from the

University of Michigan and his B.A. at Yale University. He is

the recipient of numerous grants and awards, including
four National Science Foundation grants, an Abe

Fellowship, and a Japan Foundation Fellowship.

Officers

Left to right: Andy Wanning, Emiko Mizumura, Kahori Takahashi, Jennifer Olayon,
Tamaris Rivera, and Minori Honda

Junni Cai

Financial Officer

B.A., Economics, Columbia University

M.S. Candidate, Fund-raising Management,
Columbia University

Minori Honda

Program Assistant (part time)

B.A., International Studies, Loras College

M.S., International Affairs, Florida State University

Ed.M. Candidate, International Educational Development,
Teachers College, Columbia University

Jeffrey Lagomarsino

Senior Research and Editorial Officer

B.A., Elliot School of International Affairs,
The George Washington University

M.A., Graduate School of Arts and Sciences,
Columbia University
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Emiko Mizumura
Assistant Director for Programs
B.A., American and English Literature, Otsuma University

Jennifer Olayon

Senior Program Officer

B.A., Transnational Perspectives in Design,
University of Connecticut

Tamaris Rivera
Senior Administrative Coordinator
B.A., English, Wesleyan University

Kahori Takahashi

Program Assistant (part time)

B.A., Sociology, Waseda University

M.A., Aaron Copland School of Music,
City University of New York

Andy Wanning
Senior Program Officer
B.A., Anthropology and Sociology, Lafayette College

Japan Representative

Terumi Ohta
B.A., Tsukuba University

Research Assistant

Morgan Hardy
B.A., Mathematics and Economics, Columbia University

Interns

Kyoko Hiraoka
M.I.A. Candidate, School of International and Public
Affairs, Columbia University

Samantha Lassoff
B.A. Candidate, East Asian Languages and Cultures,
Columbia University

Kevin Nolan
B.A. Candidate, Economics and Statistics,
Columbia University

Jacky Tong
M.I.A. Candidate, School of International and Public
Affairs, Columbia University
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Gerald L. Curtis is Burgess Professor
of Political Science at Columbia
University, concurrently visiting
professor at Waseda University, and
former director of Columbia’s Weather-

head East Asian Institute. He is the

author of The Logic of Japanese
Politics and numerous other books and articles published in
both English and Japanese on Japanese politics, govern-
ment, and foreign policy and U.S.-Japan relations. His most
recent book, Seiji to Sanma, a memoir of his 40 year history

with Japan, was published in 2008 in Japanese.

He currently divides his time between Columbia University
and Tokyo, where he is active as a columnist, speaker, and
writer on Japanese domestic affairs and international rela-
tions. Professor Curtis has held appointments at the Royal
Institute of International Affairs, Chatham House, London;
the College de France, Paris; the Lee Kwan Yew School of
Public Policy, Singapore; and, in Tokyo, at Keio University and
The University of Tokyo, the Research Institute for Economy,
Trade and Industry, the Graduate Research Institute for
Policy Studies, and the International Institute of Economic
Studies. He is the recipient of numerous prizes and honors,
including the Chunichi Shimbun Special Achievement
Award, the Masayoshi Ohira Memorial Prize, and the Japan
Foundation Award. In 2004, Professor Curtis was awarded
the Order of the Rising Sun, Gold and Silver Star by the
Emperor of Japan. Professor Curtis is a member of the
Trilateral Commission, the Council on Foreign Relations, and

the board of directors of the U.S.-Japan Foundation.

Glenn Hubbard was named dean of
Columbia Business School on July 1,
2004. A Columbia faculty member
since 1988, he is also the Russell L.
Carson Professor of Finance and
Economics at the Business School.
Professor Hubbard received his B.A.

and B.S. degrees summa cum laude from the University of

Central Florida, where he received the National Society of
Professional Engineers Award. He also holds A.M. and Ph.D.
degrees in economics from Harvard University. After graduat-
ing from Harvard, Professor Hubbard began his teaching
career at Northwestern University, moving to Columbia in
1988. He has been a visiting professor at Harvard's Kennedy
School of Government and Harvard Business School, as well
as the University of Chicago. Professor Hubbard also held the
John M. Olin Fellowship at the National Bureau of Economic
Research. In addition to writing more than 100 scholarly
articles in economics and finance, Professor Hubbard is the
author of two leading textbooks on money and financial mar-
kets, as well as co-author of The Aid Trap: Hard Truths About
Ending Poverty; and Healthy, Wealthy, and Wise: Five Steps to
a Better Health Care System. His commentaries appear
frequently in Business Week, the Wall Street Journal, the New
York Times, the Financial Times, the Washington Post, Nikkei,
and the Daily Yomiuri, as well as on television (on PBS's Nightly
Business Report) and radio (on NPR's Marketplace). In govern-
ment, Professor Hubbard served as deputy assistant secre-
tary of the U.S. Treasury Department for Tax Policy from 1991
to 1993. From February 2001 until March 2003, he was
chairman of the U.S. Council of Economic Advisers under
President George W. Bush. While serving as CEA chairman, he
also chaired the Economic Policy Committee of the
Organisation for Economic Co-operation and Development. In
the corporate sector, he is currently a director of ADP,
BlackRock Closed-End Funds, KKR Financial Corporation, and
Met Life.
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Merit E. Janow is Professor of
International Economic Law and
International Affairs at Columbia
University's School of International
and Public Affairs (SIPA). She is
director of the Inter-national Finance

and Economic Policy program at SIPA and codirector of
Columbia's APEC Study Center.

Professor Janow teaches graduate courses in international
economic and trade policy at SIPA and international trade
law and comparative and international antitrust at
Columbia Law School. She serves on the faculty of
Columbia’s Weatherhead East Asian Institute and the
Center on Japanese Economy and Business at Columbia
Business School. In December 2007, Professor Janow
finished up a four-year term as the North American
Member of the Appellate Body of the World Trade
Organization (WTO). The Appellate Body hears final
appeals on issues of law and legal interpretation in inter-
national trade disputes between countries that are mem-
bers of the WTO. For two years, ending in March 2000,
Professor Janow served as Executive Director of a new
International Competition Policy Advisory Committee to
the Attorney General and Assistant Attorney General for
Antitrust at the Department of Justice, Washington, D.C.
This was the first such committee established by the
Department of Justice to consider international antitrust
matters. Before joining Columbia University, from 1989 to
1993, Professor Janow served as the Deputy Assistant
U.S. Trade Representative for Japan and China at the
Office of the U.S. Trade Representative, Executive Office
of the President in Washington D.C. She was responsible
for developing, coordinating, and implementing U.S. trade
policies and negotiating strategies towards Japan and
China. Prior to her tenure in government, she was an
Associate at Skadden, Arps, Slate, Meagher & Flom, spe-
cializing in corporate mergers and acquisitions. She is the
author of numerous articles and several books. She is a
member of the Board of Directors of Japan Society, chair-
man of the Nasdaq Exchange LLC, and a board member of
the fund in the American Funds family and Trimble
Navigation. She is a member of the International Advisory
Council of the China Investment Corporation, China's
sovereign wealth fund. Professor Janow received a B.A. in
Asian Studies from the University of Michigan and a J.D.

from Columbia Law School. She is fluent in Japanese.

Curtis J. Milhaupt is the Fuyo
Professor of Japanese Law and
Professor of Comparative Corporate
Law at Columbia Law School. He is
also Director of the Center for
Japanese Legal Studies at the
School. Professor Milhaupt's research
interests include comparative corporate governance; the
legal systems of East Asia (particularly Japan); law and
economics; and law and economic development. He has
published widely in the fields of comparative corporate
governance and Japanese law, as well as aspects of the
Chinese and Korean legal systems. In addition to numerous
academic articles, he is the co-author or editor of seven
books, including, most recently, U.S. Corporate Law
(Yuhikaku, forthcoming 2009, in Japanese); Law and
Capitalism: What Corporate Crises Reveal about Legal
Systems and Economic Growth Around the World
(University of Chicago Press, 2008); and Transforming
Corporate Governance in East Asia (Routledge, 2008). His
research is frequently profiled in The Economist and The
Financial Times and has been widely translated. Professor
Milhaupt lectures and teaches frequently throughout the
world. He was appointed by the European Commission as
the Erasmus Mundus Fellow in Law and Economics at the
University of Bologna (June 2008). He served as the Paul
Hastings Visiting Professor in Corporate and Financial Law
at Hong Kong University (May 2007) and Visiting
Professor of Law at Tsinghua University in Beijing (fall
2006). At Columbia Law School, he was appointed the
2008 Albert E. Cinelli Enterprise Professor of Law in
recognition of his innovative teaching in the field of busi-
ness law. Professor Milhaupt received his B.A. from Notre
Dame in 1984 and his J.D. in 1989 from Columbia Law
School, where he was an editor of the Columbia Law
Review. He joined the Columbia Law School faculty in
1999 after private law practice in New York and Tokyo, as
well as five years on the Law School faculty at Washington

University in St. Louis.
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Joseph Stiglitz is  University
Professor at Columbia University
and chair of Columbia University's
Committee on Global Thought. He is
also the cofounder and executive
director of the Initiative for Policy
Dialogue at Columbia. In 1979, he

was awarded the John Bates Clark Award, given biennially

by the American Economic Association to the economist
under 40 who has made the most significant contribution
to the field. In 2001, he was awarded the Nobel Prize in
economics for his analyses of markets with asymmetric
information, and he was a lead author of the 1995 Report
of the Intergovernmental Panel on Climate Change, which
shared the 2007 Nobel Peace Prize. Professor Stiglitz was
a member of the Council of Economic Advisers from 1993
to 1995, during the Clinton administration and served as
CEA chairman from 1995 to 1997. He then became chief
economist and senior vice president of the World Bank
from 1997 to 2000. He was asked by the president of the
United Nations General Assembly to chair the Commission
of Experts on Reforms of the International Monetary and
Financial System, which was scheduled to release its final
report in September 2009. His book Globalization and Its
Discontents (W. W. Norton June 2001) has been translated
into 35 languages and has sold more than one million
copies worldwide. His most recent book, The Three Trillion
Dollar War: The True Cost of the Irag Conflict, with Linda
Bilmes of Harvard University, was published in 2008 by
W. W. Norton and Penguin/Allen Lane. He is currently work-
ing on a new book entitled Freefall: America, Free Markets,
and the Sinking of the World Economy, to be published
January 2010 by W. W. Norton and Penguin/Allen Lane.

Hugh Patrick and David Weinstein are also members of the

Center’s core faculty; their profiles are on pages 32 and 33.
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Ellie Okada Joint Fellows with the

Hirokazu Ichimaru Yokohama National Weatherhead East Asian Institute
RISA Partners, Inc. University of Columbia University

September 2008~ April 2008-

April 2009 August 2009 Kazumasa Okubo

Senior Visiting
Research Associate
Ministry of Finance

Kiyosato Ishikawa Eiji Okano

Cabinet Office Chiba Keizai August 2008~
September 2008- University August 2010
June 2009 July 2008-July 2009

Sotaro Yamashita

Masaichiro Minami Development Bank of

. J
Nihon University Akira Ono apan _
September 2008~ Ministry of Finance May 2008-April 2009
August 2009 July 2008-July 2010

Satoshi Shiratani
Mitsui Sumitomo

Masataka Nishijima
RISA Partners, Inc.
May 2008-

August 2008

Insurance Co., Ltd.
June 2008-June 2009

Hiroyuki Ogawa

Mitsubishi UFJ Trust Junko (June) Uenishi

& Banking Sophia University
July 2008- April 2008-
August 2009 March 2009
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he Center benefits from ongoing collaboration with Japan specialists from institutions other than Columbia, principally

within the United States. Research associates are invited to communicate their research through participation in Center

projects, programs, and lecture events, and by contributing to the Center's Working Paper Series.

Christina Ahmadjian

Professor of International Business Strategy

Graduate School of International and Corporate Strategy
Hitotsubashi University

Masahiko Aoki

Henri and Tomoye Takahashi Professor of Japanese
Studies Emeritus

Department of Economics

Stanford University

Schon Beechler

Director, Positive Leadership Programs in
Executive Education

Stephen M. Ross School of Business

University of Michigan

Lee Branstetter

Associate Professor of Economics and Public Policy

H. John Heinz lll School of Public Policy and Management
Carnegie Mellon University

Jenny Corbett
Professor of Economics and Executive Director
Australia-Japan Research Centre, Crawford School
The Australian National University
Reader in the Economy of Japan
Nissan Institute for Japanese Studies,

University of Oxford

Robert Dekle

Professor of Economics
Department of Economics
University of Southern California

Peter Drysdale

Professor of Economics Emeritus

Crawford School of Economics and Government
The Australian National University

David Flath

Adjunct Professor of Economics

Institute of Social and Economic Research
Osaka University

Koichi Hamada

Tuntex Professor of Economics

Economic Growth Center, Department of Economics
Yale University

Yasushi Hamao

Associate Professor of Finance and Business Economics
Marshall School of Business

University of Southern California

Masanori Hashimoto
Professor of Economics
Department of Economics
The Ohio State University

Takeo Hoshi

Pacific Economic Cooperation Professor in
International Economic Relations

School of International Relations and Pacific Studies

University of California, San Diego

Takatoshi Ito

Professor

Faculty of Economics and Graduate School of Public Policy
The University of Tokyo

Anil Kashyap

Edward Eagle Brown Professor of Economics and Finance
Booth School of Business

University of Chicago

Takao Kato

Professor of Economics and W. S. Schupf Professor in
Far Eastern Studies

Department of Economics

Colgate University

Kenneth Kuttner
Professor of Economics
Department of Economics
Williams College
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Patricia Kuwayama
Economist and CJEB Professional Fellow

Edward Lincoln
Director

Center for Japan-U.S. Business and Economic Studies

Clinical Professor of Economics
Leonard N. Stern School of Business
New York University

Robert Myers
Senior Vice President
Fairfield Resources International, Inc.

Terutomo Ozawa

Professor of Economics Emeritus
Department of Economics
Colorado State University

Joe Peek

Gatton Endowed Chair in International Banking and
Financial Economics

Gatton College of Business and Economics

University of Kentucky

Adam S. Posen
Deputy Director
Peterson Institute for International Economics

William V. Rapp

Henry J. Leir Professor of International Trade and
Business

School of Management

New Jersey Institute of Technology

Frances McCall Rosenbluth

Damon Wells Professor of International Politics
Department of Political Science

Yale University

Ulrike Schaede

Professor of Japanese Business

School of International Relations and Pacific Studies
University of California, San Diego

Michael Smitka

Professor of Economics
Williams School of Commerce
Washington and Lee University

Tsutomu Watanabe

Professor

Institute of Economic Research
Hitotsubashi University

Eleanor Westney

Scotiabank Professor of International Business
Schulich School of Business

York University
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Professional Fellow appointment at the Center rec-

ognizes former government officials and business

leaders who have had distinguished careers in eco-
nomics-related fields. This position facilitates his or her
ongoing involvement with CJEB and its activities.

Robert Fallon came to Columbia Business
School as an adjunct professor after
completing his term as chairman of
Korea Exchange Bank, a publicly listed
$80 billion institution that is Korea's

leading international bank. After taking

over as president and CEO, he successfully led a whole-
sale reorganization and restructuring that restored the
bank’s capital strength and profitability, achieving record
net income in 2004. He is also the first foreigner to chair a
public company in Korea. Previously Fallon was an inter-
national banker with JP Morgan Chase, where he was head
of global financial services. Prior to this appointment, he
was resident in Tokyo as Asia-Pacific division head, where
he was responsible for Chase's activities in thirteen different
countries across the region. Professor Fallon's research
interests include international banking and Asian financial
and economic affairs. He has lived in Asia for 33 years and
enjoys myriad contacts across a wide spectrum of govern-
ment, corporate, and financial institutions in the region. He
travels widely and speaks often on regional economic and
business affairs. He started his banking career with
Citibank in Hong Kong in 1975 and later worked in invest-
ment banking and management positions in Tokyo.
Subsequently, he assumed Asia regional responsibility
with Drexel Burnham Lambert and Bankers Trust Company
before joining Chase in 1992. Mr. Fallon holds a B.A. from
Ohio University and an M.B.A. from Harvard Business
School. Following his undergraduate studies, he served in
the U.S. Peace Corps, including three years as a volunteer
mathematics teacher at Chanel College in Western
Samoa. Mr. Fallon is currently a director of the Japan
Society, director of the Korea Society, trustee of the Ohio
University Foundation, director of the Council on
International Educational Exchange, and a Professional
Fellow of the Center on Japanese Economy and Business
of Columbia University. He is also a member of the Asia
Society and the Council on Foreign Relations and serves
on the Advisory Board of the Korea Economic Institute and
the Asian Advisory Boards of Deutsche Bank AG and
Euromoney PLC.

Patricia Hagan Kuwayama has been

studying the Japanese economy since

she was a graduate student in the

1960s, completing a doctoral disserta-
add L M. tion on effective tariff protection of
Japanese industry in 1970. She became a Professional
Fellow of the Center on Japanese Economy and Business
in 2009 after retiring as a vice president and international
economist at JPMorgan Chase in New York. Previously,
she was JP Morgan’s chief economist in Tokyo and earlier
with Chemical Bank in Tokyo. From 1970 to 19886,
Dr. Kuwayama was with the Federal Reserve Bank of New
York, serving in various research and management posts in
the International Research, Statistics, and Foreign Exchange
Departments. She has been a visiting scholar at the Bank
of Japan Institute for Monetary and Economic Research
and visiting consultant at the Bank for International
Settlements in Basel and taught as visiting professor at
Keio University in Tokyo and at Kobe Gakuin University.
Dr. Kuwayama has written widely about Japanese macro-
economic policy, balance of payments issues, and financial
institutions, including the postal savings system. She has
co-authored the book titled Memoir of a Trustbuster:
A Lifelong Adventure with Japan, with Eleanor M. Hadley.
She earned her A.B. and Ph.D. degrees in economics at
Harvard University and the City University of New York,
respectively, and did her Japanese language studies at
Columbia University.

Shijuro Ogata is the former deputy
governor of the Japan Development
Bank and the former deputy governor
for international relations of the Bank of
Japan. He also served as the nonexecu-

tive director of Barclays Bank, Fuji Xerox
Co., Ltd. and Horiba Ltd.; member of the International
Advisory Council of JP Morgan Chase; advisor to the
Imperial Hotel, Tokyo; member of the Advisory Board of the
New Perspective Fund; vice president of the America-
Japan Society, Inc.; and member of the Asia-Pacific
Advisory Committee of the New York Stock Exchange, Inc.
Currently, Mr. Ogata is the deputy chairman of the
Trilateral Commission and a member emeritus of the Group
of Thirty. He has an ongoing appointment as a Professionall
Fellow of the Center on Japanese Economy and Business.
Mr. Ogata received his B.A. from The University of Tokyo
and his M.A. from the Fletcher School of Law and
Diplomacy.
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INTERNATIONAL ADVISORY BOARD

T he International Advisory Board provides overall guidance for the Center. Members are distinguished leaders in the fields
of Japan-U.S. economic, business, and political relations.

Shinji Fukukawa
Chairman, TEPIA Foundation
Former Vice-Minister, Japanese Ministry of International Trade and Industry

Robert S. Ingersoll

Former U.S. Ambassador to Japan
Former U.S. Undersecretary of State
Former Chairman, Japan Society, Inc.

Susumu Kato
President and CEQO, Sumitomo Corporation

Yotaro Kobayashi
Former Chairman and CEO, Fuji Xerox Co., Ltd.

Yuzaburo Mogi
Chairman and CEOQ, Kikkoman Corporation
M.B.A.'61

Joseph G. Tompkins
President, Saga Investment Co., Inc.
M.B.A.'67

Akio Utsumi
Senior Advisor, Mitsubishi UFJ Trust and Banking Corporation

Noboru Yamaguchi
Senior Executive Advisor, Fiduciary Services Research Center, Nomura Securities Co., Ltd.
Advisor, Corporate Pension Council
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Promoting Exchange of Ideas

ENHANCING THE M.B.A.

EXPERIENCE

Student Associations

The Center helps provide an international dimension to the
Columbia Business School M.B.A. student experience. One
of its main collaborative partners is the student-led Japan
Business Association (JBA). This year, the Center and the
JBA worked together on annual activities such as the
Chazen International Study Tour to Japan and also intro-
duced new initiatives. Several student clubs, including JBA,
served as cosponsors and coorganizers of many CJEB events.

CJEB cosponsored the 2009 Chazen International Study
Tour to Japan. The trip was organized by the Jerome A.
Chazen Institute of International Business and members of
the JBA. Since the tour's 1989 inauguration, CJEB has
helped fund this student-led trip to Japan. A group of 40
M.B.A. students along with Business School Professor Oded
Koenigsberg traveled to Japan for a week, visiting a cross-
section of Japanese corporations and making stops in Kyoto,
Toyota City, and Tokyo. The students also met with their
counterparts at Keio Business School, cruised Tokyo Bay in
a traditional yakatabune boat, and toured the Tsukiji fish
market. Company visits included Kushihachi Corporation,
Toyota Motor Corporation, Mori Building Co., Ltd., Tokyo-
Mitsubishi UFJ Bank, and SONY Corporation. The trip also
included a reception organized and sponsored by CBS
Alumni Club of Japan. Partial sponsorship of the Chazen
Japan Study Tour was provided by CJEB and several
Business School alumni, including Messrs. Ernest M. Higa
(M.B.A. "76); Kosuke Motani (M.B.A. '94); Junichi Morita
(M.B.A. '84), and by companies including Interface Inc. and
Kikkoman Corporation.

On November 7, 2008, CJEB director Professor Hugh
Patrick spoke to a group of approximately 50 Columbia
M.B.A. students, from a wide range of backgrounds, at the

official residence of Ambassador Motoatsu Sakurai, consul

general of Japan in New York City. The event, organized by
JBA with help from the Center, provided students an oppor-
tunity to hear from Professor Patrick and others regarding
the recovery and strengths of the Japanese economy, and
about some of the country’s newest environmental technolo-
gies. Masaya Ueda, consul of the Economic Division of the
Consulate General of Japan in New York, and Ambassador
Sakurai delivered opening remarks. Panel speakers were
Japanese Ministry of Finance official Kazumasa Okubo, a
senior visiting research associate of the Weatherhead East
Asian Institute and CJEB, and Gen lto, president of Japan
External Trade Organization (JETRO) New York.

Fellowship and Scholarship Programs

The Center on Japanese Economy and Business provides
selected fellowships supporting outstanding student
research and participation in academic programs related to
Japanese economy and business.

The Sumitomo Fellowship Program was established by the
Center as part of an initial operating grant from Sumitomo
Corporation of America. The program provides support to
recent Ph.D's and Ph.D. candidates specializing in some
aspect of U.S.-Japan economic and business relations.
Fellowship recipients typically spend a period in residence at
the Center to engage in their own research and participate in

Center programs.

The Center annually conducts a University-wide competition
on behalf of the Mitsubishi UFJ Trust Scholarship Foundation
and nominates one Columbia University student to receive
tuition and living expenses for a one-year program of graduate
study in Japan. The scholarship recipient for 2008-2009
was Ben Shum, M.B.A. '09. He will study the Japanese film
industry at Keio University.
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For a third year, the Center continued its CJEB Graduate
Student Fellowship. Each semester two M.B.A. or Ph.D.
students are selected to serve as reporters at Center events
and assist CJEB in expanding its outreach to more student
groups. They are given the opportunity to meet with the
Center'’s high-profile speakers and conduct interviews for
publication on the CJEB Web site and in the School newspaper,
The Bottom Line. The 2008-2009 fellows were Shari
Cooperman (M.B.A.'09) and Vivien Ng (M.B.A. '09).

he Center continues to develop its databank on the
Japanese economy, with emphasis on financial
markets. It includes time-series and cross-section
data on financial markets, institutions, and the macroecon-
omy from sources including Nikkei NEEDS (Nikkei
Economic Electronic Databank System), an online news
and data retrieval system that provides essential corpo-
rate and economic data, and leading newspaper and
journal articles on Japan and other Asia-Pacific economies.

Graduate Student Conference on East Asia

CJEB supported the 18th Annual Graduate Student
Conference on East Asia at Columbia University, which was
held on February 7-8, 2009. Nearly a hundred graduate
students presented papers on all aspects of East Asian
studies. This event was cosponsored with the Department of

East Asian Languages and Cultures.

LIBRARY AND DATA RESOURCES

CJEB makes available to Columbia students, faculty, and
other University affiliates Nikkei NEEDS Financial Quest,
in English and Japanese, and Nikkei Telecom 21, which
provides convenient access to most services from round-
the-clock news to corporate data on all Japanese listed
and OTC companies. The Center also maintains a small
working collection of hard-copy materials on the Japanese
and Asia-Pacific economies, including statistical resources,
academic journals, and periodicals.

44  CJEB Annual Report 2008-2009 | www.gsb.columbia.edu/cjeb



DISCUSSION GROUPS

Japan Economic Seminar February 20, 2009
The Japan Economic Seminar (JES) was founded in 1966 Columbia University

by Professors James Nakamura of Columbia, Hugh Patrick “Crowding-Out Effects of a Government-Owned

(then at Yale), and Henry Rosovsky of Harvard. With mem- Depository Institution: Evidence from a Natural

bership of close to one hundred, it is an interuniversity Experiment in Japan”

forum for faculty, other professionals, and advanced grad- . .

) ) i o Masami Imai
uate students to discuss ongoing research in preliminary
form by specialists on the Japanese economy. The group

meets four times annually. The Center administers the

Assistant Professor
Department of Economics

) ) Wesleyan University
seminar, and Professor Hugh Patrick serves as secretary-

treasurer. The following papers were discussed during “The Japan Fallacy”
2008-2009: Richard Katz
Editor in Chief
September 26, 2008 The Oriental Economist
Columbia University April 17, 2009
“Yen Bloc or Yuan Bloc: An Analysis of Currency The George Washington University

Arrangements in East Asia” “The Changing Role of Main Banks in Aiding Distressed

Kazuko Shirono Firms in Japan”

International Monetary Fund

“Monetary and International Factors behind Japan's
Lost Decade: From the Plaza Accord to the Great
Intervention”

Koichi Hamada

Tuntex Professor of Economics

Yale University

November 21, 2008
The George Washington University

“The Role of Financial Conglomerates in Industry
Formation: Evidence from Meiji Japan, 1868-1912"
John P. Tang

U.S. Census Bureau

Center for Economic Studies

“Japan’s Economic Recovery Stalled”

Professor Hugh Patrick

Director, Center on Japanese Economy and Business
Columbia Business School

Joe Peek

Gatton Chair in International Banking and Financial
Economics

Gatton College of Business and Economics

“Revisiting Japanese Inflation Modeling”
Kotaro Ishi

Senior Economist

Monetary and Capital Markets Department
International Monetary Fund

U.S.-Japan Discussion Group

This group is organized as a series of informal meetings
among a small number of invited senior American and
Japanese business leaders and professionals in the New
York area, together with several core faculty of CJEB. The
group meets four evenings each year to consider issues in
U.S.-Japan business, economic, financial, and political
relations. During the 2008-2009 academic year, the
discussions were led by Hugh Patrick and Michihisa
Shinagawa, president and CEO of Sumitomo Corporation
of America.
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Financial Support

olumbia University and its Business School provide basic support for the Center by providing faculty

salaries and office space, library and administrative support, and other necessary services. However,

the Center relies on external sources of financial support from foundations, corporations, and individuals

for its programs and research activities. Income is derived from the Center's endowment, operating and project

grants, and, especially, from the Corporate Sponsorship Program, established in 1995. Academic independ-
ence has not been an issue, since there are no restrictions attached to any of these gifts.

These funds are utilized effectively and managed prudently and indeed have been essential in the expan-

sion and deepening of Center activities over the years. The Center's Program on Alternative Investments

received financial support in 2008-2009 from a select group of leading companies in Japan.
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Corporate Sponsorship Program

The Corporate Sponsorship Program has been instrumental
in expanding CJEB activities and guaranteeing financial
support for them over the long term. Specific funding for the
Program on Alternative Investments is also deeply appreci-
ated. Sponsors for the year 2008-2009 are as follows:

Lead Corporate Sponsor
(81.00,000+ annually)
Sumitomo Corporation of America

Senior Corporate Sponsor
(850,000+ annually)
Daiwa Securities America Inc.

Major Corporate Sponsors
825,000+ annually)
Kikkoman Corporation
RISA Partners

Saga Investment Co., Inc.
Takata Corporation
Tsuchiya Co., Ltd.

Corporate Sponsors

(810,000+ annually)

Aflac Japan

Caxton Associates, LLC

Japanese Chamber of Commerce and Industry of New
York, Inc.

Mitsubishi International Corporation
Mitsubishi UFJ Trust and Banking Corporation
Mitsui Sumitomo Insurance Company, Ltd.
The Mitsui USA Foundation

Mori Building Co., Ltd.

Pacific Investment Management Company LLC
(PIMCO)

The Tokyo Electric Power Company, Inc.

Yaskawa Electric Corporation

Individual Sponsors

($10,000+)

Robert Alan Feldman

Shigeru Masuda, CEO, ZERON Group, M.B.A74

Friends of the Center

(up to $9,999)

Sumitomo Chemical Corporation
John and Miyoko Davey

Sadao Taura

Sponsorship of the
Program on Alternative Investments

Lead Corporate Sponsors
(81.00,000+ annually)

Daido Life Insurance Company
Nomura Holdings, Inc.

Corporate Sponsors
850,000+ annually)
Advantage Partners, LLP
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4: Columbia Business School

HE _E*:n_

ERICEFTEEERDEDSRAEEFICET IEREmDFEMARA

B AR EFRZREHZ AT (CJIEB - Center on Japanese Economy and Business)

1986 F(CEa—/\FN)YIEKRDIEENDTTAAVET7KREFEDRR RS
— VRSN -BAREREMEFOERANLER L. EEELE2ES
ELEEBARDEDRAERFICETHHBMEIEEL ., BREENHILIZH D,

MEHEBEEL T T TIEIE AR ERBASERLEBMZBELT=2—
A—IBEVERICTHYIZLURRV VRS LG EEZERL. BA, XEH.
JO—NILBFICEITIABMAR. AR, BRDGEEEAHLTEL-RET
3, ERHMLEVFHBEE /TS,

CHOLEEGRER-T=6H. EEEMETOD I, 7—923vT D UR
DI HUITFPLUR . BRERERDAMTR., F-RELELA US4 T
DHAREFHEHRFTE L EZDE., EE. XIELTWS, TLEHERME(E, a0y
E7RKREFEDRR-RI—)L, O—RI—)L, BB ®E A EBEKRKXER. ZL
TREZHINCEBIMEBEAEMARTHD, ELIE. DERR Y — BH.
BA. F-RKZ2OMBRMNRHINA TS,
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I. IRELUHRBITR, DD TR
BBHDHRAERROEHA

AplERGVVRREOHAERABHEXE. FNEZLTEARAORREZERIAMBEEL>TLSERIC
BT, BAZRFRE AT (CJEB—Center on Japanese Economy and Business) [&. AFEELHA
DRBEEDKRANDERERDL-ODEFBEFENMIEHTEEL EMBEOENYERIT.
1990 EXVBEDOAHEL LUK TBICE TE\TILBREEFNIHEIBTBEEZIRYIE->TXE®D
EMBERICHTHIHINERELSET2ATA7 . B, BLUEMBAREICEY., BRITEEZEROFEL
Tzo SAERAMTIX, TRENBARDNTILBRENSFONIHEN BT E2RBEE VRO ILE. O
AVE7ZKRZESRR-RI—ILIZT 11 BICEA#LELT-,

LUHIERFRIEE- HELE 2 DDEEL AL IFLUORAZHE R THELEL-, 10 AREDAHAZ7L
VAT [R—=r 24V FIR1 0 r—ELTOBABA: EEDOERIEEL. BRIZEITEYTI
IR T7URICEAT 5B mEAERLELZ. 5 AREDOH 7L ATBXOERBEREZITIE.
ICBFREXEORANLR-, HRBEFLERTBOFMEICOVWTEHHIATHOAEL . BHAEMRIE
FOMIZENLDADI VR L BERFEEC—ED/MIBEL T IL—T - F4RhyiavDRELE.
BLENEESEEELEL, HAMLERELERMBOEN. VIV DA T7UR, BEARET
X —  BEUHRBRBOBBEEELV S-FEYILARY EIFoNEL, ChoYHAERFFDO£HE
RBEOFHMIX. ALR—MMITIRWV-EFET,

2002 FEIZRRISNI=ANEFTTATRETOTSLIF, REEEZE>THMEICR T 5IEELYFE
Ltz 7RVSLHRI LB T, kKBS LUENBOA LT T147HREIZIBERTRIELHOATEST .
F-EBARBRADA ST TATRELEBNTIRFEAEHON TGN T8 HHERHL—BAD
BENRINEZESTENTEELE, TORREIZ. A NEFT4IBREEEBROKRFE MDY ELT=, =
DOREBRICEDE, SRR TIEF I, KYBEMNLETOISLELTIBRFERMEEIZRITH
EERELEL =, COFRTOTSLOEELREEELSTAZETIB TETPTY,

AEEIL, YHERFAOBEBICERELEAHYELT=, 2006 EM O UABRFTDEEFIHYLTES:
AR H—T T BEOHEE., BECINA—Dm7 -y XHTE BYLCERD I ZHENT
bhFELE /MITIL7ZIFan E7 X ZERBF - A/ BEXERTHREENL-0. TRTS LR
HEIFFEDEEZEFHLEL =, IMIE, =7 - FRNAHF—EL TSR YRR OEEFTHIBMIZHED
YEd,

CJEB M ZFDFEHEBRTSITHT-Y., UHEFMOBZELE LURZYI DS 85 H B ER
. FLTAAVEFPREECRR - RY—)LEOAVE T RKEEVNSYY—RICKECEK AN TLET,
F-HIC, DX MEA. AAZEDE-AR S —DFRIZES, UHBEFAORMIHTHSXEEEH
BAIC, BRBLTHYET . UIERMEXZATESATRTOERIC. DASREBDOEERLI=LVE
BOWFET. BB A7Za7ILR—MMIxt3 38R - JB 8L, MEBFOLTHEYET,

J»Lf\q @M& st P

Ea—-/R)ws TAEYR DAL REAL
& MEEIFTE
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. Y-

BERFORZANGFRERBCEE

Ea—-/RuOE

BHD1ETHo=! Fah 2008 FOLAR—FERRLTLUE, HRBEFIESMEBOKK(ICES
AFEh, BR, XEH. ZLTHAOEF IHEREORRICEDNh., BROBEIREREOBEFRIZEK
UFHILLERZ I Z K5EL TV,

BAZXIHRAEMEBOEREEZEN-100, 2008 EMICIIHROBZTENMBICLI28LHH
DFDIZE-TRELILNTEE S (1=, 2008 45 2~3 P HAIZEOMNZIETLIAOT-BAD GDP (%,
2008 £ 5 4 MFHAICIEREL. 2009 5 1 MFEHLEELT. TD 6 v AR TERIA TR 12% L%
Y. ¥EOI—AvNOEEEERE(FE>TWS, LML, BAREFIZXELI—Ov/ LY
2009 EFICIXEZITofz, BUFIE. %) 3.7%EHELTL V= 2009 £ 4~6 A D GDP iR HE% ., &
(2722 T 23%ICTFTAEIELTz, LML, TUNADUR JIETEIE I TIEAL, BEEHS, Rih-ERHEo
EHICE>T 2008 FEICIF—BMICRELTLV =PI, REFECHTEHLIHNFHEMNLET ILERIA
ERED2TULVA,

BAMN 1950 ERICHEESN-BEERFHSOIERANEELZ EH TP T BERRELEHIET
BHRICIE 3 DDBAMNLZTREICIYMBERLZ TN ITESEL,

F—I2. BREBAR/R. AT BENDHRABLIZEETHS. 2FY., thO R EBDEF LRI,

W ARBHEEERYEEE. BEFEER 2%EVS3— ANST-UOERINAEE GDP BiEEER
RADEIDTHSD,

FZIC. BROAOBEDOEGRIMELYEGETLTNS. 65 RULOBEHAOLEZ S5, 10
FLEICHh>THEBAONFE>TEY ., RAOETELR Y ERYIEH TS,

FZIZOBE 15 FITO-2>T, F-SEBEICTHVTLHERIC, BRIZE TRLERLI/ORZF
DRBIX. ERFE. EYDITHEDERTHS. A +HLEERFEL. BRROGCHETHIULIZ,
HWELDORETHS, 1ZX 20 E/H. BROFE A IIRE 1=, BEMNLEELERRREERTEL
o=z,

BMEDFRIZEYIZ-FYLI=CEIZ. BAOZ/OBRFIZB TR XDEHEIL. BEEDETETY
NFURBRFHELVSHAADEICEIEDEENSIETHS, BARFIIHHEENDORMHIRE
DEUICKEIRFL TV =, TNEBEL T, BN TEHAINEHRNET ILHEEZLHETH S,
FEICEELRAZ. EORKAELHEGMLEREEL 0T HALUREELZ. L\ oEVEIHLRAD
HOMNENDITETH D,

BEICETI28ER0O—RATERCE. BEVORBERB(ESLGALALGRBRIH SN TS,
1980 ERDBEFRRIEIFHTIEILL, — BT EFNERTHATELIRR THD, 1990 FRIXM%E
bhtz 10 £ TEGL, BELLWESKEEIERSNGMN AN, ZLOFIEHN. BUAK . HE8IH
BTN IR EOHBADETERRAT. NRFE—EBTEHHOREBERETILL EL2E
AMNERTELEI 1= EIZH D, 1990 ERDMBREK X LB Tz, ERZEMSh TV L
Z(IZIEEILTW DR, BEE>1=-D%. HEYVICHVLEL FEHFYICHEL FOBLOEFT—E
HEOLRVHBEORIRETHY., LHhERILI-ECATH®EICE 1997 F(CiTEY>TLES:
DTH5B,
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A, CCRELITELY . ERHMNICIEIBEERBEICODVTERELL-LERLTLS, UT. BED
THOOBEFOBREEBEBIRICESZ LY TTRARTIN, 8 BDREFEE. 2002~2007 F£IZhH1-5F
E2URKEE. REORSBRA., BFEOEHNRAA . RFEOILAEVSEHRE. BALERREE
DB FR. L TR ERRICOVWTEETT 5.

LV BUATES

8 A 30 BIZIThh-REMELXTCREEIENEML.O A 16 BEEETRREEDBILBAILKXEAEMEIC
FELT=. 1955 FLLREHERERIBUENSIINDDIL, 1993 FD 11 » ARZERE. MIHTOIET
HD. LML, COREFIRFRHADTHLSLVE, BEROBHXLGEMNTIERDKELT
BE T EADBRVNEFLARBREN=-EDE>T-, COBFHIIRIRCBHDAEEYEREL-5L
TWSHH, COFBHETRERERNER FEEMZBHOATOEWL, FNHTORERBIELSFZHT
K. RERDRRZEDIZITFE(308 Ah 143 NN —FHEETHS,

ZE. Bl BHEEE . ARG EDBERERIIREF P, LHL. BEMIZAIA, EDLLLY, EDFE
EETEDLLIOHN, HEEFEED, EEREIOPEFY . BRERIOOEFYELNEM TN TINS
N, ARELEBELEVBUABHERAL TS RERESICIE, BRUERTFRIAGHEFEEFTTEY.
F-—HIZIEIMhODTERREZI-ELL\S,

ZLDFRIILShTORIZEN D DHLT | RKEGERIZTCIZIZRBILHENESS,
ELE--RIEERNMNARBERAICRYBT IZHT-Y. SHIHA DZRIL 2010 E 7 BOSHER
BEOEBOTLEEZITEEDS RERII. BEMRLEOEILIC&>TSEREIFA—ILLTVS,
B0 10 BEIOE/BENEDELSIZZTOENEINZLEIN, TOBRICBLWTRERIEITSHTEE

FELIENTESLZAS. LHL. RERBUEZ BHRIESELL5GFERICESATEEELHY . FIFIF
ECYBLEWEASH, BRRICSHEROBFHERITETLICTREINELALZL, WThIZTE K,
EERBAERIER TS G EoE, 2013 FEFTRFEZEZTOILEFLBOAISTH D,

REROBEFERE. HEMEM LO-HORFEBEREXBHELTVVENV. LA, RABERLEL
STETIRHAGWLD, TEBEF-HIEOEBRIEDESIBLDIEEBDENELNSIZLETH D, HFITHE RS
DNTIHFDOEEMN(F-ZYLTUNS,

EEFRE.3ODFELRFREEEEEDHDERARTINVD,

FE, BRZEEAHERAITIOLREITEBEANEYYEZDLLETHS, CCTRVEZELGOIE,
ZEE(158)FET, FiHt— AN-Y4EE 31 752000 (3284 F)L, 1 FIL=95 ) & X#THL. Bk
DEREHPCHEBEVS-HEHEOHIF. ZLTERNOFAIRFHHEHETHL. ChoFROIH I
GDP M#1 3% (b TSI, thDZHEFHIF T 5 ETHHONLELTNVS,

F20X. HBHOBELTHS. RBEREIFFREADEFEX. BRRICES 2009 FERFFETD
FERBUKFUTICHZASELTEY . Hif-LAERUFTEORRICEALTH. REMBOFYVEBHETIC
[FFESELNELTULVS, 2010 EEFHTIIMEBR IQOFROAUISEEORBELEZTL., REMIZIEL,
RSO BEER - FEERORLELGEIZE T MALTHOBEIFCHEADRAEERKSEL TS,
F- O HEBOSIZEITES%E 4 EMITERELALNEAHLTNS,

EBEIDBEF. L HANLGBARTEDBERRECATLEELSZLETHS. TOEMIL. BEED
ERZKEBIZESL,. EEEBREREORMICHEZEHIN S VNG ERERHZIZEIZHD. COEFLL
(EREBEEITEHREETHY . RiEl. ESEE. EENCOBRLEBERTR A/ —H 30 M6/
5. Fx tRIFRRE CHAERKREZRITIEEARLFEOSILICE>TVLS BRERIE.E
BRI LBCAREO  bO—)LEE MDD EERELIZN. TRABDITIE. ChETOHAERK
BOITONANREMICEDSI LSS5, LWL, RERELEEOHALLICHAT HEET
AHETH A= REMIZITEBRFELORLINDRABLABELLLEAS,
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ELB-BURDEIS X, 2010 F£E (2010 F£ 4 AH\n) FEE BRREIRELT- 2009 EEHIE T
BEOREBELICET .10 AICIHEFIESEETHS, FELF ULV LITONDFTET. BETOEE
4 AhoEEEINLGIN. IEEIEE T2 FELIBEOFELLH55,

BELGBUAREIL. RERNTHBEFIEOST . SOICEAEKRFEEOSTI(C. HE2EBUH~AD
FTHEEOEDINEIMENSITETH D, 2010 R FEEIIBMREER T HENTTRESA. 2011 &5
FEFELUBIEHLLVEAS, MORBTIE. BEORKEENKEOETHELRY ., MEFKRFOIEM
#RETH-. BIFFIEF-0XHETE L ELES, RERFT. BERODELAEEBREKRE(ER LD
EIRERLTIVEWES:, BEMNLRINRRER L. ChETOEZABETIELRL, ZOZEEFT-.
SHRENALCHEITHIZY, BFBRERICH TAERRBELLHZA,

F+415 2002~2007 EOE S EE

2002~2007 FEIZHT. BELLY 1990 EXMNSOELREEAT+ R THALEZEAH. BAOBRED
BHEEBEMBMTIENEETH D, 2002 FH5 2007 FE(THhIFTEHERD GDP (L 11%1E, ORI
AOEMEIEEN =D T, BELS LUV — ALS-URRREICEER 200EME oz, — ALY
THAHE ERAEVHOERXvwIHRBERODALKEN 1=, KELYETFEOEEELST
L3,

TEIE 3 DDBE, DEYER., X, ERZHIETHIENTEN-, 2002~2007 EDOREDF =5
BRHRIZ, i ERERBIRE S o=, B 1L 58% VNS EEMAIEMERL, GDP IZHHDEE&H.
2002 EDEBA—Z 10.9% (& BE 11.3%) Hi5. 2007 FIZ(F 17.4%(17.6%) Etiot-, REEHIRE
M GDP IZ5HDEIE (L. 2002 FIZITEBER—RT 13.7% (L BiE 135%) T TITHULKEE>F-HY,
52 30%DEUETRL., 2007 F(Z1X 16% (2 BETH 16%) (THEMMLT-. HESZTH (X 5% D&
EFY,GDP [THHDBIED. T TICELIKEIZH 1= 2002 F D 57.5% (56.5%) M5, 2007 FIZ(E
54.8% (56.3%) NEFELIAATZ, REBREITTEERIT. 6.3%H 5 3.4% (& BETIE 6.3%H 5 4.0%)
AEETL=,

BRI, R FESPEORFREBC. KEEFOMO 7O FHEICE T2IERGREDBREEZZ (-,
WHtFE-. BRDEZFIHNSOELIALL, Fv)—FL—K, ZOMBENSOEADFHIZKYE
BER-. BAOLBEEME. BELREL, BHE, ERES. BRIZHY. WVThiBATOFE
ZptEmIc. HAVIEEDISITHDIZHL T, BRET 5. COMMICE TAEERENETESE
EE0EMOXES L. BHICHETH=HDEDE>T-=,

2007 FEITE—VITELT 2002 ENSDWVWERERREBAREI BN oA + 5 TlEEh o1,
SLERITERTEYT . EROTILEALH DIENTES, DEYRERICEREAES AL
TELGEN SO THS, ARICEELOIX. BHREOBALTYE oL THD BRITELLT,
BHERHREDRELERRICIKTFELTVWV -0, RETFASOEMAEN -0, BFEEDTY
BEEBOBMUTRIRTAIENTELN oz, TLTHEBR (FFHBSH OHIE) EULNS BT A &
M. EYEWNEEEBFTLES-DTHS,
2002~2007 ENA7HEBEEWMIERE. ETOETHELIIMIENEoT=, =15 2007 FHF 1 F(E.
HANLZEHSEBSMEOSHRICEY . iEALRLIAD-, EEEYMmIERIEEHL T 2008 £ 7
BOARM 24%%EE—212. FOHREIZEIZTIETL., 2009 FHMOHETIZIZEOLLE-T-, BABTIZEFH
#05% () ULICIESIELIFRIENTEEI oz, DFY . KYERELHISEMKELZQET
BIEFTELGIS-ENSTEIZLS,

SR (L, 2003 FHOHDABE—S 55%H 5. 2007 EEXETIZIL 38ALETEL-, HBTHIBILL
YBNEMIZIEoT=hY, GDP DR HBHFEITESETLL, BLOFBHEICEFLELRIZL Iz, HE@H
BIZBITAEERFHEDENSIE. 1990 FIZIE 55D 1 221=MH 2009 F£(ZIX 3 HD 1 A& BN
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[CEREHIT TS, /N\—h, B ITKE, TILNAMIEDFERFBHEL. TREGCEARN, B
& BBLTRAIELEZHRITIRELML TS FMTRBMIVELTEERDRELESF LML,
Z{DE.FITEFB L. BEOERFHELLTOEREZRDLENGH{EoNGENST-AT-ETHA,
FERFMEBEORBICEY . EXFZEDBBERITTND, EFBBIHIERFBELEIR D
FERFHEICESRA. RRDTREICEBTZICRETEINOTHSD, £2T, KEQFH7=A, O
DHBMBEFICETHEEHREITHDL, GDP [THHHEHFATALLFRFEDEISIFETL .
FEHEORRIIVOMNLERTIIDNRMEZED EXICEEZL oL, EFEDEMIETHE-
TWV5, COTENMHRICHEEL. MEOFEFNRESLUHEMELLY . BARAD 90%LL LA B 5T
LZEIFIL VA HEEROBEZERITEIERADEVNSZTLIE PiRE) THHEBA TV
1980 FREFRIMBEEIL LR Tz, HEMIZ, 1980 FRICLANDEMBOFFF (T POEMLI=. HER
DAFHETIE OECD DFH LY IFRPLENS, ENTHLREELANEELZNGYFFEREIFE L 5T
EERADERICKBLEF+HERAEEN. MBHBEDOERLELO>TLEIDTHS.

BEDRIB R

—FHDRRADEANBRLRDOEEEZRHSEI=EAONTLDH, TOMD R TIXEANSRRE L
HULMEHTE o1z, £2AN, BATIZE®ZRRD. EZ7%E GDP DB AT LNVS, 2009 F5 2 [
HICERIXERLT=AY, 2009 FEH D GDP (X, HKARELTE—I &Y 64%ETE->TLVS,

LMOLGENS, #IL T, FRICESIBEADOEZET. CNETOEZALLEIAIEELN, 2009 FD— A Y
f=Y) GDP [%. BB hFEMTHAEH 375 2300 KL T @A LI-&IENZ 2006 FEDKEFETF EES
KEIZH D HBIZIFADOT MBIz, LETEEEL. 2008 5 10 D 3.8%H 5, 2009 £ 7 AIZ
[EMDTESEL 5.7%(ZH21=H BRRDIKENSEEENGYVIELNVKEIZEEF> TS, BHRIZR
ELTHY, FEO—VDEHGE ICEIMEDE LIRS Z IZRBEICA>TULVEL, 1973~74 EDHH
L ITREY ., AVTLEEL NZYIDENEIEEEL R EDEHBEIE PYMAREDBRNEE
Lo LOLFRIE, /IS—ROTILNA L, SO BB T A ALE . T TITREMICHBLIIEDEICTES
#5Z2TW\%, ZLTEARADERRBEHEILEL T4 I2BMSh TV, 2008 £EHEE (2009 4 3
A 31 B T)GDP (X 3.2%IZR2%&LT-, ChIZHH D 102% & REBRMBIRED 9.6%EIZKLY5IER
ZEh., FDHEEE GDP £EDF L LYERZVEDE o=, EREBOT—2 (XML LD BT
EDRETELGESNZRETWS, FIERBOLLE TIL, #it (X 2008 F£5 4 MEHIZIX 12.6%.
2009 £ 55 1 MFHAICIE 36.4% % HiAA . REIBRIFRE T TN TN 11.8%. 205%F5AATZ HEIE,
CO—ENBYBRBFEEIEZ, 1.5%DBDICEEEST-,

2009 SEBRE . GDP QETHALEFE-TLERULBOH-CEIEIBRNW=ZA—RE, 0. ZOE 2 MEHADER
WAL XS ICLRENS LT HFEYBVLWIETIHALW . HEDA LR, TEAEEDEM,. LT
WA LD LI=CET, HUD GDP EMEEM TR 3.7%%F(X5MN LAY, £ET 6.5%DHEHEM
Lf=.9 A 11 BICHFAERLI-E 2 MEMEEMREFTRLADHTH 23%ENSDIETEEZTHL. Ch
FEFNIFEBNA—RTIIGEWN GELS. BRBFEDSSLEZTEDIFEALE I XDRFELEE
FARICLDILOTHY. ChIZSEBHATRELERZFHTIEBONEINSE, TATEEE. B
2OEHMOERNFEIFRBE TL2%BIOL:. RERBRELAERE. FEREQOHIA, 2
HIBFEODEREN LR EEHBOBRUEERLENDTHS,

BAODEMIRATAIX. CRETDECA, COBEEFRERMENEYYT>TLVD. TOEHEHIE,
1990 FREBFIC. AXRIIEHOLRAEH. SMBEAORIEHS. SMFIERELZREBLE-IOTHS,
BHGFEARESA, EBMTARISIN -, ERTOBBEIIBRHERNLZNIETIELL, A, FTE.
FLTHIBERO-ODEHRBETORETHS, 2008 F£F1 . BIRIEHBMICaT— 9L R—/3—
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PHEZEOERY., IENCHERIGEHRLEO-=OICEEBENEAENT ST BRSSO EE
AEIELLGWNESTEMIZHT AL,

2009 %£ 3 A 10 B, ER#A IS THETFHHMIERH 7055 FICTEL. 1990 E£D/ T ILHRIRLL
EDBRREEIT = AEABZRERDOLLEL. 2000 4 3 A 30 BOB AT 23.6%&. 4.0%F D L1=,

BAOFERTIE. BELOMEFHBFFEMNELEREDEERRZRALTIVS, 2008 REHEE
(21X, BITIIREE/RK OO FEORMEEMEBEORM T LY SEDRFREZET LL. HFIROER
FEICEbA, LML, (BOY T TS/ LA—UORETETINTAITERDIZE  RAEIKEL
BhST=D T BARDEIBTO—/NILEEREHE. TROBEENGITEI G, oz, FTREMELEL
AL TULVELY, 2009 4 3 AREFFATIE, —ED/NSaith 5 SRR T E-RBEEIB A TLDHA. &
BEELERIFERTTIIOTN 1.9%, 2|RTERRELTE 3.0%THS,

BATBEIHEY.9 A 11 BOBREY(E 1 5 444 Az, KX THIBOEE THEBTOMS
HORALN., ECORTL. R LBECEOREREROT EILTERGLY, Tier 2 F¥E42)LIZHE
EL. BITORRABEZEIRITD 100% M oF: 0 H LN EIFNLUTICHIBLES ST EBAFD A & L@E Y]
BB LFHETES,

MRA MAR—R [, D iiEFEIHE B A TEHOPLEPLHNZLELTLSA, BRI ELIZ. BERREDS A
IFEZEFEHFTND, BID LS, B, EBLTLWSEFOFEHZEHLVEL(ERLTIND
DTHB. EBITELDLANILHNSTIEHSH . NMEED MBO DUHLEFLTLS, BADETERLE
RN EREEFBINT HELVIEEERE (X, EBLERTH S,

AOBDIZEY REOF BN ERLEREICRT X E. BRHISORIMEVSHEICERLTLY
5. REME, EEORBERB/ILEY ., MBZR T OREEAESTHEETFFLL, BROBRE
httEDEHERRITERISTLSD, CNIXE S TIEAELY, 1980 F 4. 1990 FALITBASM LI,
AR HEBADZAILLERUISESILEL. LIIYERSETIEEWN, 28T RXDEDBNERIL.
BEIZBWIZEDBDEN, Chhbdfi<iZ55, chboD X, HFICERSEDTETIE, FMEIL
NEDEBIE~ADSAT, #LWASEHE-EENEENL LS DIEITHS,

FRICEY FITHNEEIFIVOEVMTEEZZ (-, R/ ET, BRODEELEL, SHICEERIEICIE
BEROREGZEEEZHHTLD, BUFIE. F/NEREZFELEYDHEEINOTE-H. BRRLEFEIT-T
W5, BBEETHAFINEEOBRAERTARGCE S, SEEHENBEIEZTRMAE. HHLITE
FERELTHBELLECTEEVESIC, BEHEBICT 28FIMEIEN -, SHICEELT 1L, 2008
F£10 AICHAFL., ELENDSFHELBICRERTIC. SHOERBRIERED 100%FET 5ME
% 20 KA 10 BRIL)RELI=CETH S, COREEFIEIL, 2009 F 2 BFETIZH 8.8 kAR AS
htTuha,

HEEOBEILBEY THAN . RN K THIENTESZLITFEREICHFISNA TS, 2002~2007 FD
SREEOM. EEFEI—IILZAYMEFE 05% (2006 F£IZEHE) LLEIZIEEIE L IFoniEh 1=, B
$RIX. CDEF% 2008 4£ 10 A 31 BIZIX 03%IZ. 12 A 19 BIZIE 0.1%IZBIETF1=h%, HAZTDOH
RlII/NEHEDEo1=,

EMBEOKRELLR(E. TILEBLTES A7 HEEYVBIEROEELRZ 0H5 2%ENV5H
HESOEROBEDHETSERTELRNENSIZETHS, (FAIBAETHIABETHN,. I—AY
NP REBITOKREEREFRELRLCLIIC, COFMEAIX 1 H5 2% THAIRNEZEEZITLNS, ) HR
BLIUBEROBMATIRMLENBHRMEOEMIZEY. a7 HBEEWMIEHIL 2008 FEDE—HT
24%(ZER. LA LB REEOREITHEL, 2009 F 1 BIZIZCPIXO0IZ. 7 BIZIZTAFR 22%IZF
EL-.

FIL—av B LGERICEBEEERIFT, TILE. . BE A MAEHBUOEAZIEZSE. &
M EMBEROMRELGT , F-. BRIZESTEEBLRILEN, MBBEICLEZEEZRITT . E
TL=EE GDP sl EMNSDUANES(EZH ., T2—av(EfNtED w5, BAD GDP {HET
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TL—A—IE B2 DIZIV-TH 1998 EASEIZTA(FRIERATHAT-6. % B GDP OELITEH
GDP D ZE b &kYELTFE-TLVS, 2008 REHFE(IZ(E, GDP TIL—4—I[X 0.3%IETFLT=,

BEANRIZELLI-=0. 2000 FEBREHEX. BERESHK T TE-HRBRBREREEERL
. BERRIX. 2009 EEFHEBELLOFTERISE TN, FAHRILTEE. BAFIXBIEIZS
B GDP M #) 3%I(Z#H7-5 13.9 Ik (1463 ER L) D RKBLBEFERR[FARERRL. ThES5 B
29 BICHARESE -, COREFHOHNES L. BEEZHICATONz, COBEEMTRIRBIE., B
EHBOARREICHEEESATEY . BRELEHNSE 2010 FRIFEFETHLEEALNS,

REI BEERGELZRIMELOPTEREISENDILDTH D, 2008 & 10 A 3.8%FEof-kEE
1£.2009 & 7 BICIE. BEDE—I1251-2003 F 4 D 54% % BZ . 5.7%ICETLRLI-. BED
SEREICENIDNDOLOTRERILEFEHITT, 2010 EFTEICETIZEELAETIZH 6.0%I(ET DL
FiRlchbd,

BADRET. #HNEICHERFAIFEVELLTLGWL, BRELT. RENFBEBMEZEHRLEY. £F
BEI—OxT7IITREIZEH>TRELL. ERUEEBOEAEHIBZLTVWAILAE T NS, EEL
CEE. BN . BESHEIFULDOEETHOTWARFDERIEEE 240 AL, ERFARE
HBEARICEHSOTHRED I ND 2 L LLEFNULEZHSDTNDILETH D, HBolEL2FEH D 3.6%I<
HYTH, TORE. MEHOFBE— ALVEES. EEHEE. —BIZEZLTWS, BXRIE,
BFICEPEEMLTAEFYDEBE LV KARELTRRICEIEBHEE AT AITIREFELETTL
ADTH5,

FEERFHEDEMICKY ., FEHIEO - SENSHICEELRBBEEL>TETLVS, ZILEALDIE
BREBICXLORBERRNEZRICE>TTFONTHY., BorBET A EITH#LL, KELT
WADIE, TILAAROIREF EE . RYAMIE T LR F@BELGLL,

BEAOEEZIFEL, KECIT—Ou/NNICER, THAEBEICBELERICEREMLH S, EEEBT
AERFHEDRDYIEERFBHELREATIEVICELEETIEH S, BBIXENZ T TIEA
W, BERHIBDE-2ED(F. REMICEUHEENZHTMAIEFELNESDHIETHD, £IEOL
EREICLEON. BE. ZDESIZRBON 4 A IRELE: ESTINBENEELERTH DI
O FEBIT. FLENTADLEICIYKRELERLDL, FAETIE. 2000 FEOKRKEEDE S, FiFL
17%iBEF RS, 2002 FLIEDMEHEB TR ELDEZAS5 BHEDLELE-REED R ETIE,
BEIESSITKEGHL TS, ERSETIEIDOLTH 2%0FLELY ., BE S ERTHNOT. BEED
FHELELESXHKRELED,

FERFHEDEM, REORBLPOEEDBVEVNEERENEAEHS LKLY, BALIE
DHEREDHEHEEIL, 2007 £EHEETIX 0.7%. 2008 £FHEETIE 1.1%. 2009 F5 2 MY T
[EMDTHL 47% DA EAE>T=, GDP IZHOAREIFTIEDEISHEITE T, RETITEENSTIL 3
~4% LIRS, SHE D GDP IZHHSEIEH 2008 REHFEETIEIRA B GDP T57.8% (RE Tl 555%) &,
KAELTIEL DL, BLIZfELELY,

SLEAREFIBLTE. FETISOZRREEIYKRELDRELEDH, FAIBHE. XEPTFES
EBREVSEFAESLBRELKRIIBCAMREEL=5T ., 5L\ o =FHEBHISEOELIZHT5A A,
BETOREROBEO—21EBDLNS,

AREL
BAOEDHIMNZR[ER (EEBETELL, GDP 1Y 2%, HAVEEFRLULEICKEL., EHXvyT
DR HETEERANERSNSET, BRAORLLR[ABEIIFHSNGNESS, RITETCIZED

SOLETENREBIDEFTB G, BFIIEELIBDOTNWAN, TOBETEBN AL, EELILIC
FZTNEREROBERETELHEDILERITHN>TLSIDTH D,
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FE. EERD 20100 FEFENMBLEOESERTLIILEHMFLTNVS, F-LEUZIHEORR
. DT HOHBEIEBEEDFIRICLDEDELSZAS, CAICEELT. RERIE. TTICEBEE
MMENEREESN-BELFRE I TEETHEEF 3 KAEHIFEL. BRIZ 2009 EEE R
WEFPHERILSELERALTLS, BHESENTENESHIE. PE. ZOT7EECKEH LM
BEKEEL. RRTHIMNETTIILEL ChoDEN, BEZENETEEREELREICRYE
. ENEFRAESHILELSTHDIEEIZELS,

2009 ERFEDREE. F 2 MEMREMBELFEFRCITEEINELALL, B (X, BNOEERE
MiFH ., RIBTIIROAENT 51255, BB EARTE(X 2000 EFEHMEFHOLIE TS EHEE
EICIER T, BADEEMAELINBESZAS, 2RELTHSE. GDP [ZRTELLTIE 2009 F 1~12
BTl 5~6%0D T %, Bim(ZEL 2009 £ 1~3 AHIZ SO 2009 KEHFEETIEITA TR 3%FEE
DRAHTHD,

2010 EDRELIEHFEY BT, 1%FBEELVSEL GDP l . WELKELER Y vy 7. ZFL
THENBWARERD-OE, HEEMMEROT/FAKEIL 2009 F£5F 4 MEHICEEZITOLD
D, FHt-ITHFROEFRB-BREEOEEALZTNE, TIVIFELREFEHEEZON D, 2010
FOHBEDMERT. BLEIA(FR1%EFET S,

ERIE 2011 FIThHFTH Y LEIEZERIT. BES15%DHEETHETTLH, T2ERDERMIC
(& DELELFELEREIMNYES1E, 27 CPIDEALIT/NEBEIAFRIEDEE 2011 FLIELHEE. &
ONETF ILAEELESS,

3I~5 FEXRDBARDELSBRETRTIOIEELEHLL ., FAFEETES2hBHNLL, FAOEHT
AIO/IANMEIZIL, o2 BB ABLS, 2009 F£ED IMF DZ2BHNLFATIE., EICHELHEHSF
GDP LESHEDFHERELT. BADOEERIZIMELT 2012 FIZIFE—UE45 32%I(2. 2014 FTHE
FIEBIZBLY 25%IZHHELTVS, COFAMNELLEMBALSMELGNIE, ChIFFEFLSLLNZEE,
20 FLULEERT. T2 ERRENEISIPERSNEAHEELDH D,

2009 £ DEYEAMIZITIEZ OHAEIE, 2010 FIZIZ 1BIFEDRRELSIDIEZ. RERICESTIEHE
YBWZa—RTIEHWA, DEWVWZA—REVIDITTELRNL, H AR FLESHARZEICEEL, BX
DFREREHBENEEEBMICENE, BERIEFESERGYES, ELEERMN 2010 FO R B
[CZBEFITOILITRDE. ENERBREICREEA5, LLESH->T. ZFLTRED RELAIEHEYL
HWNEKIHTIFEICIE, 2009 EFRICERRENToIEIIC. RERA 2010 EHICKBELSLKRBOT -
HOWEFEEBLIZELTEEMRNESS,

BADORTEEDRR

EVWEBTRNIE, BEAMICAARD— AL\ GDP OBUIE., FHiseh, HiiiEy. XBELHEGONE
ELVSESR, BEEEEOREIIHNSTIND, VBRI TART. BFELYSIEMICL., Lt
BEeHEEmEE5, LALEDBMIZIZ. BROT/ORELOTELMBEIL. BIZHETR+oEK
FEOMBETHAS,

EHIZEHLLWAIE, GDP [THO SRR BIRBEDE SIS TE. REVHBOBEIET EFSHLELVS5C
ETHDH, BAORMEZRFEIRED GDP [ZHDHZBEIETH S 15%ELVSHFIE. XKEDOFLLYEE L
M. KEREEILYFEEELTLD, BRAORBBRAERFERIT. ShIETERDNFELIIFOBRICA
B, KED 3 ETHB. FHADBLENVSBROAOFH LOREEEETIIE, BEOTEE
BODITHELLEREILZZ{TE GDP O 11%H15 12% T, Chif 3~4%DEIH LS,

BRIZBT2EMOBREAMBEESIVKREENEEL BRRADE-ERELR 20 F U EELIEREICTE
WEETH S, CHITEIZEFIAIBIFIZIE N> &0, BHARBLIZEWS T LT TIEAWN, £15
TEDEIIREMEA, NEETIEA—F—HarrO—)LLTWS, BODEEWLZEEXLEDE
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BThHY. TRETHNIEERTELTHS, BREMIE., Frvla70—¢FREREDE=OIZHREFT
1= . BBUERITEN, FREETEENEZEO . £EERIZLAL. EEBESOBREERT S,
(BRIZIEF., XKEDOKS>G LBREEBO-HDOFEHIHIEE) . BEHIEREY. AOLBLTSH
ET.GDP IZTHHSERNREDEIS IR RICTIETTEE55, Kbh-oT. LEIIHIGFERO T, B
BETHESHEHERDAS,

EREEOLELIMERMLELTIE. JEEIL GDP @ 55%& V5 &Y E 60~65%LY THARE, ED &
SIZChEERTENEHBTHS, HBIEIFICRIARBICEKELTHY. RFEE~ADEKFIIETI L
YHEWL, BILT. REORIATERIIEL EOREICFYBHREB T EEEZFESILICL>THEZRN
YRS X AEH/HE-2 TS, EERBBEZIESIVLEVNVESLMLZLEWN., RETATGIEXEREE
LITEKFELTHEY. TOWLTHIE GDP O RITIKFT 2FBHEEICL>TRESND HENREMN
[ZEUS=H121E, ESEREOICHBUETAIEESEN, LALIKIE, E2ERMNT TITERSHh
TWAREDHREBIETOARIYEBDIILS,
hOEELEEEB IEIBAFEFITHD, 1990 ERE. BUIDELAHE, HEREEDOITILLNIZELD
ECADFICKEL FERBICHABA Rz, TDFER. GDP [T I HHMAEBLEIALFEL. BE
172%& 75> TULNS, BURFIE 2002 FEAD 2009 FERNOITH T, 2011 FXTITTSARI—/I\SURERKE
WHIEBREMNLGEAE, MRERELTED TE-, TFRICEEL. 2009 £6 AICERRBIEEXTS4
R)—=N\SUADERBEZ 10 FFEERLEA. ChISEERERED 5% 0 R1Z10%85H50
X 12%FETERTHELIEHICLDIEDTH D, SHIT HBRELTHIARADSH K57, 4 H GDP
D INEEEERTESICRYI2ME LRI FEHESNT-,

+HHEERAEEEZD0TOHIZIE, 2010 FIZEH5— 0B AL EMRABELAVENELALL, X
CIHE FHOMOERNA+AISERSA TV RN TORYEVDEBBRELVL, BFEFH
T 5HIC, CLABRIIER NG EENEMFBRSADETHSIEFRLTE , LHL, BEML
BUAIEREN O, T LERABENEONEZZEITLESESTH S,

BADZBLDHEEILIREOATA7 . —BROARE, ESVLEBMLTI/OZFOREBOSHETH
[SIXEBAEL TULVEWKST, FEMC. GDP (T3 3 ZEFFERLERIIERICHL ChIXFL SR IEA
LWL, EEX v I AEEESh, BEVBEMNLTLERADERSE GDP R LV IFEICE 16
IZOAHYTIXFEZETHS,

GDP [Zxt 9 2@V EHEEEED) R VM ERSN . BEICBALNA TSN, COYRIVITREEND
FEDHLDTIFEN, BHEOHFER I RRGCBFHESIVUAENRELTLD. HIFDOAEKLEE
I% GDP M$5 90% THhY. BT ELMABEIEDE, FEALEDBHIZIERDLD T, BADELD
[FTAERBCEBRNEZICEZASMBILIFEALLG. BRDODHEZEFES X 1 Jk 220 EFILEBTHS.
£FTEEICELS, BFIMBEEIZKILSF AL GDP Df=o1= 2%1, EBTHIBEF L. H@EIiZ/1>7
LEAFIELNCEERLTULS, EFHITAHI-ES . BFEHOMEX,. RREELRRICRMELL
ERFEOAZOMBEEFEEEETIIEL, 1990 FROBARDMB EDREERMNS, EL(ERSN LK
SRR ENENTHE LMD,

BEHIEIT FEAEDBERAIZISWSE=EZAIELEL, BFHEBEMNERICKEL THIE—FHN
[CFHEBITARTRETIELVNELSHEHNBENBLDTHS. T HALRFEICLDSEIRMNS
BLT. ELLBHEINTLVEWL, - T. REEROBMBRLEORFERFBRREDTNERBZED K51,
BRBEE REEROBEICHTIZEZAADEERIEIRLLDHZAS,

BERE. HBECPHAMIHOEBMNE T, BROSREEEZHET DIZEEFLAF+2ED
T, HHOEBMEERINEZDROVEERFN. E—FEREOETERICRYRF/LEAS. KRRDEIELE
BREOEOIZIE. SETLULICHE. PO7HESLIVXBOREREICIKETH2LICE5, BAD
HEEIELHEBRFHEROTHEERICLILENDY . Y—ERELBNTIE THEMLERE
BRLAZTNIEZSELY,
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SEREEMENILEEEZASL. HRITBESABEEZMNMIYRRICHI>THRITE5Z2E40\. Ch
X KEOZOMOMIETERNERELGKEICRY, F-BARALEDBNEEHBRNISIZHEA T,
BAROERREHIIEMTHIEETRET S, 2FY . —FHAZEIRIEZAICLT, RE® EU KYELEIEH
EAUTLEMNMEVNZENDDLT  ANELGEEDZEIFRNENSTELE,

TIOBRFORBENSEY) G H QEEEFIROIZE(X, NCBRIZESTRELGLEBEN, KED
A—OyNEEETFTEENERL> TS, CCLIEKIE, BEANAVILOEFEYICEET A EEHN
1255, BERIE. ERIEHILEO=OIZH->TW-EEMNEZE. BB TIHAIENTESEAS
NUKRICIEC TR ETHARY . BEEF. EMBENREHRTHEEOND LB TLSDIE. BR
R BICH BRI EER OO TLESIIEE LHWLEBTKRERIT. EFE>T—EDHIET
HRBEEZRIIETIKEDS, L5650 RELICHA I &%, 1990 FERKYE MM DOH
REHICHBRBEN MEEETEINDEELED,

ERREFLORRE

BREIEVE.I—OUWN KB FOT7LHE . BELTRATOMBEICENWT. HAE S LEEXRBEIC
REGRBNERELZLTE L, BRIE. FAY, dEZLTKREICRSCE 4 DHEETH S, FEIE, 50
BAOGANESHEFETHY. SELFDESIXENMTS, OTOT7HEENDESZIEEMEEEL
TETWS, BE7O7E. SHEHADPTRLEFNNHY. REELTWSHE T, COEMRIESELEEE
TBED5, K. BFEE. AFKEFLTHBOHIZBWT. BREIETZST7D)—5—ThH5b. L
ML.GDP LR EED AT, PELEEIRLITLS,

H7CTORFL. BROYTSAFI—V A EL AT LIZES>TX Ao -. BELBE SHEKE%E
FEILT-. B, £EBERICELTIE., ELEEHMBARINAFELLAL L, LIESFOREILITHFT
TR ChIL, FRIE. REBERRE. BUAAT. S3B. BERODEBVEEE T HEEIRNEILTIEGL, H#HRFR
MR EHEOCBEREADSMIZ, hELEDEEOTIBRFIZL>TTIILEL EESN HIZL
BEVNSKRDESTHAI AFEADR(T. BREPEO_EMSLIUMO 7O 7HERZEEIIXNTS
RE-FROEFICHMNOTNS,

FEOEEIIAXRICRENEEEZL-OLEN, ABICBRD7ZO7HIUHRTOREIZDOLVTO
BIELREL TS, PEIIEREMEHIMAZEZOIMEICHL, EHGCEARR A EEZEKLA
HICEVVRERREELETIEHIET, BEMUICH Lz, PEIFHEFADEEAN—THEIMN, F
)= —ELTOEREIFRSITIEZE|>TLVELY,

B EMOHT. BREFEHLIHIEAOKEELTREFICFEELTVVD, BERE— AHBYRFIZIERIC
EWNZEMboT  FEOREN. BEREHEIERETZ7CT7REATHS, PEDOAOIZBED 105 ETH
Y, hEREFISEMELRELCFVYF7VIRBRERTHTHAS,

EROAQBLETISEDEREEREEZRTLHE. ZLOBRBEICE>TOEBRRERAIL. B . FIC
FOTF A=A T ADBIRCEEBNMEEICE- T BEMICHE KT B EITHEESS, LA,
BEROBAFIE., R -HELAILOVThIZBELNTH, TORBFHIZRE )45 —&REIZR-L
TETLVELY,

KE.EUDZLE FN. RERE. RRELEVSEANS, BATEHG(PEICERZLTTLS,
A ChIZERICHGEBRBMLERAENZS, FHUTOREREREE->TTH. 20 FEICTBLTH
BAREKE. EU, FE., 1URIRNT S BEEOREZEICLESLE. TD GDP [ETZVIL . AVFRI7. 1O
DT7IREMDAODZVNEDZTALYEELLERBYEEITS1255.

BADI TITEVWAEFTKELZ. BRE— ALY GDP OBUAHT M 1.5% Tho1-ELTH. 48 &R
BICEET L LLAEERFORYMRAREEDOFNTHSAI— ALY 2%DREENRETESL.
HIEKEL 36 FTHEICRY, BRADFEYEGEEZLHE. —ETAEULIZREILICHD,
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EOREFHERUNDBEICIEZ. AOEFEEENEERMRT S GDP LEELFIAT L. BFENETF
KELRIWEZEZDBRICIE—AHT-Y GDP 2XHT 5. BE A FE @I OHT=. —AHT=Y GDP Efi
20 HEDSE ., XEEASUAD 2 EEBRUE 18 hEOAOE, Za—3—5HO AA 840 A AZTEH
'D-CL\éo

BN H-BEOEFR K

FIREFRKELIE 1990 FHEETIE. BAOERRBISBBE Y IRICH o1z, T0bhb, £EREAN.
SEE EENEAREGBYARIHEXRTILENH > I-DOTHS. B ITFTEDE SRR TIELL,
BERHADOTILLD=HDEDTH>1-. LMLBE 20 £/, BAOTI/OBRELOF-5FEL.
WANZHAEREBEELZZERTEMNEVSIATHY . CORBIEFFEEDLELELBEIFELTHSS, &lE
Z. RHNICEBBT AP BRDOBERREEROHDIEIZLES,

BREZREIEALFBEEEOETILITEKEFET 5. RNG—FBRSZYFTBEEHOREIL. 1/X
—av, BffiES, BE.,. FRBREICIYREIND, KEOI—Ow/ L. BAOFHEHE— A Y
YD —BR Y -YBEMNFTBEEEORREERIIN 2%H5 25%THD, BRESAEOTHEEMET
(kEHLTHM 49D 3 THA-O., BERERFIBEROANKELYEEFSLINELALGL, BX
DHEEDEEHREELDS, Y—EXBMTOEERIZERBICIENEETH S,

ChhnbsE 20 £, BAOF @A DXL ARMISEAT D55, 2009 F 2 AEEAT, A0 14X 2760
BADSE ., FEEHD 15 H5 64 D ALIL 64.3%0) 8200 FA. 65 Ll E(X 22.3%D 2850 A
ZFLT134%MD 1710 BEAMN 15 ERETH D, BRICKHZAOEMALGWERET H&, FRITIE
2030 FEICIE, BADAOIX 1 8 1760 FAELKY, F7@8A O IX 6960 75 A (59.2%) . 65 &% LI E (L 3480
TN (29.6%) ., 15 @RimIE 1320 A (11.2%) E74D, ShIEF@BAOA 1240 F A FFH T 0.8%i8
DFEEITHED, ChEBHEOLEDILDELT. XEOREED LR . 5 RULDEHERBD—F
AL THMETILET. FEHEEEMFHN 0.7% DR VITBEIAREMELH S,

BERDFBEEER LEFBAORLOFTAUEREZSE. BAD GDP BEEMEETH 1.3%H5
1.8%MNRAFENS, COFEIEVKONDKIEELERED LIZRKYII->TLVD, —DIZIE, BAL, HifR
HEDERZUVTHEAFTBH EEZTANLGS, BRICKDAOBMIEIFEAELGZNELTNSIE,
COE.BREEMTIN. ENFEHFZFANINESINEVNSIAIX, BRAWThIZEETI2HLE
ENDHULVRETO—DITEVVGEL, £5—2(& BAOQNDFHFEAOAF LT HEFICH T, B
FBMAOBSICRAOHLEMNT ZI5ELFAMROEET, FBEEENENTIELTNAIETHD,
COETEEMEIZFELHICEh A B,

ot

BRIEZOERDELICENT, FFN. BUAMN. #EM. ZLTAOMNIZH, TRXTOBET. LK
DLOEMICH-AKRELEBRERRBRLTE 2, TLT. BREFELHELAEEEZODZIL5ELTNVS,
1990 FRWEBEHS ., BMOENFZEORMIABRFERROBRROYGIFELY, FHENEEEEARESL
SHE-RANEFLEELZETFOA TGN, RERBHEDRE XBUAMNEBRDOKELRATYITHS. L
ML, RERNENFETBIELZHIFTELZON . BUAER(EESI BN EVWS AIXFERBIZFERATH S,
512, HRICES>THERH I IDLEELTHAKREKERLE-TVS, REQHBF U -YDFHOD
T 20 FRIEEDHLEVNIZEMI LT, BT HEBTFE-THY. BRIBLEHEA THER RO R
HLTWVS,

FhlE. EHMGEEAREORBELICEETHY . ROLIABSLLTHY. F-RLEEEBLETF
AILTWAD., BERORBMMGIFEICEALTITIXYVERBLTLS, BRIE. Bhi-Ad, #EMNER
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ZHELTHY. RELI-HETHY ., FMTIREAELFELNLZNEN>THEL, SLDMELRERICEE
EBNIHAELTLSETH S, BRANHMT, HELHY ., REMT, BMAOEZEF LTS,
RUVBHZEN T T, BRBIRELERMELIRGHERLTE -, BERRX, RRNICITE S DREBEEARR
T, A REDHAHIENTELLDE, BEAANBSBHIC, FEITHL, EOLILEREELAT
WBDH, ELVSTERDT,

200949 A 14 8

(AHRDERICEHEL. EEPREFEOHREMANK FERARRICTHHIREELL:,
HILBLETFFET,)
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BEAREREMEA(CIEBR) X, BROBELLUVEDRRIZET IV H—FDREIZAZANTL
%. 8% .CJEB iBOBURE T MB ICREMARBRAELZ/OILETHREAZESL. CJEB (THE
[CILTEERSUBHBNREFRET S,

OAVE7RKEA—IL-S- v TEAREZEIIRB LU CEB AIRBIFTRTHATAEVR-TA(UR
AL IR(E. CIEB DR EFBNZIEIETALFERIC. KERFUAMSOHAHESIERICKY B
HAETODCIIREL DN TOTINS, TAVARBAVEEBEOMELLZIEERNRL. BEREE. ¥o/0
BRE XS, BREE. TLTEEREREZFLELTWND KEFEE., T4V RIMVERITLUT O
RIODIIMIEY, SELBETIFETH S,

BEDEFS 300/ 370 o~

DAVRAAER T, REDEMBEENEEXEREIVELBAREIC—BRANCFEEEZT-D
MAELTLS, BEROEHHEA 12 5 BREIZH=2T 50% LB AL LTS, AT EL R RIL—
FTHHERLN TS, F-VAVRAZAUEFRE. GEERM AVINRBNICBRDE S EZEFICE
CETCOEEZEEZ5Z-0OMFAELTND, COVH—FTIE. BROEELARNIILTRARI 1=HE
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