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LETTER FROM THE DIRECTORS

Dear Friends,

Since its founding in 1986, CJEB's mission has been to
promote knowledge and understanding of the Japanese
economy and its business systems in domestic, East Asia,
and global contexts, with a special focus on the Japan-U.S.
relationship. This year, we continued to vigorously pursue
this mission by developing a wide range of programs and
by publishing working papers, event reports, and discus-
sion papers. We also supported the research of individual
faculty members, partnered with other Business School
and University units to expand Japan-related programming
across campus and beyond, and organized joint research
projects of American and Japanese scholars at Columbia
and elsewhere. Information on these and other CJEB

activities is available at www.gsb.columbia.edu/cjeb.

As in years past, East Asia has been a focus of the interna-
tional business community, and CJEB events have attract-
ed increasing numbers of M.B.A. students, faculty, and
business practitioners to its audiences. In particular, the
continuing financial crisis kept Japan in the spotlight, and
the Center encouraged an ongoing discussion of the global
economic turmoil and what it meant for East Asia and
Japan by hosting lectures, symposia, and conferences.
Topics included the impact of the quantitative revolution
in financial markets, the roles of the Asian Development
Bank and the Federal Reserve, Japan’'s changing political
environment, and the growth of entrepreneurial enterprise
in Japan.

In addition, this was the first year of our comprehensive
program, “The New Financial Architecture: Japan and
the United States.” We held two successful related pro-
grams. In November 2009, the Center hosted a confer-
ence at Columbia Business School titled “Coping with
Crisis: Financial Policy in the U.S. and Japan,” which
addressed future implications of the current financial cri-
sis in terms of policies in the United States and Japan. In
April 2010 at Roppongi Academyhills in Tokyo, Japan, the

Center's conference “Coping with Change in Japan and the
U.S." focused on challenges to Japan's financial market
as well as realistic opportunities for economic recovery
and growth.

With a successful start to “The New Financial Architecture:
Japan and the United States” program, the Center is now
engaged in substantive planning and fund-raising for
future program initiatives. The purpose of the program is
to engage in analytical and policy-oriented evaluations of
major financial and economic issues through conferences,
brainstorming sessions, and research activities. While the
focus will be on the United States and Japan, this neces-
sarily will be in the broader context of the global financial
system and its other major players, including China. The
program will continue to bring together distinguished
finance and economics professors at Columbia Business
School and other parts of the University with financial
market participants from around the world. More informa-
tion on the program is on page 22.

We happily welcome Caroline Hasegawa as CJEB director
for administration to succeed Virginia Woods, who was
recruited earlier in the year by a major financial institution.

As always, the dedication, hard work, intelligence, and
energy of Center core faculty and staff, the resources
provided by the Business School and the University, and
the funding provided by corporate sponsors, foundations,
and individuals all continue to contribute to the ongoing
success of the Center. We thank them alll.

With warmest regards,

Ned Rinar

Hugh Patrick, Director

David E. Weinstein, Associate Director for Research
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Research

JAPAN'S ECONOMY: GRADUAL RECOVERY AMID POLITICAL TURMOIL
by Hugh Patrick

he big stories in Japan over the past year have
been the rapid but partial economic recovery from
the world’s—and Japan's—deepest recession in
the postwar period and the political turmoil and govern-
mental gridlock. Recovery has slowed significantly but will
continue. Political gridlock will face a major test in delib-
erations about the 2011 budget. Japan's future is even

more uncertain than usual.

Politics have dominated headline news. The Democratic
Party of Japan (DPJ) had strong public support when it
wrested control from the Liberal Democratic Party (LDP)
in the August 2009 Diet Lower House election. However,
Prime Minister Yukio Hatoyama governed so ineffectively
and ineptly that the public steadily lost confidence. He
resigned on June 2, 2010, in the hope of improving the
DPJ’s chances in the Upper House elections of July 11.
Both he and the powerful Ichiro Ozawa, DPJ Party sec-
retary general, were tainted by investigations of personal

improper political funding.

Initial hopes that the new prime minister, Naoto Kan,
would be an effective, strong leader, were dashed when
he mishandled important election issues. The public's
disappointment resulted in a resounding defeat for the
DPJ. It lost 10 seats and, thereby, the possibility of retain-
ing control of the Upper House through coalition. Its two
former coalition partners are too small, and Komeito (19
seats) and the new Your Party (11 seats) have ruled out
coalition. The LDP gained seats inrural areas, but its share
of votes did not increase. In order to regain power and
have influence in a forthcoming reshuffled Cabinet, Ozawa
ran against Kan in the DPJ party presidency election on
September 14. As expected Ozawa lost, and Kan con-

tinues as prime minister. Party infighting within the DPJ

makes its governing even more difficult. The Japanese
public is disenchanted with both the DPJ and the LDP.

Without cooperation from the opposition, the DPJ cannot
enact legislation through the Diet. It governs by virtue of
its majority in the Lower House. The Lower House can pass
a budget bill by a simple majority, but not the essential
package of enabling legislation. For that it needs a two-
thirds majority to override any Upper House rejection.
Hence the political quagmire. How the gridlock will be
resolved is uncertain. And the DPJ does not yet have a

comprehensive, consistent economy policy agenda.

Amid the political turmoil, Japan's economy has rebounded
from its deepest recession since World War Il. The econ-
omy peaked in the first quarter of 2008, then dropped a
stunning 8.7 percent to its trough in the first quarter of
20009. This was significantly worse than most other major
advanced economies. Much of the decrease was due to

plunging exports from the second half of 2008.

The economy rebounded during the rest of 2009, and by
the first quarter of 2010 was growing at a 4.4 percent
seasonally adjusted annual rate. By mid 2010, almost half
the GDP loss has been restored. Distressingly, during the
recovery domestic demand has increased scarcely at all;
some 90 percent of Japan's recovery has been through
rapid increases in exports. However, during the April-June
quarter, the recovery rate slowed significantly to 1.5 per-
cent, below the consensus slowing of 2.4 percent. Even
so, these September 10 data were better than the August
16 first preliminary estimate of a startlingly low 0.4 per-
cent increase. The estimate of GDP growth released on
August 16 recorded a drastic slowdown to only 0.4 per-

cent, far below the consensus 2.4 percent.
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The fundamental truth is that the recovery momentum has

slowed significantly. What growth there has been is due
entirely to export increases; domestic demand continues
to be stagnant. In a coordinated effort to halt the yen's
appreciation, which had risen 9 percent since May, in late
August the Bank of Japan incrementally further eased
monetary policy by expanding its special lending program,
and the government announced a miniscule fiscal stimulus

package, based on budgeted but unspent funds.

The recovery is not full-fledged. A large output gap contin-
ues, full employment has not been attained, and deflation
has reasserted itself. The huge government budget deficit
persists; government debt is very large and continues to

increase. These difficulties are structural, not just cyclical.

Japan, like the United States and Europe, faces a major
political economy conundrum: how to create sufficient
aggregate demand stimulus to achieve full employment
and stable growth; and how to reduce government deficit
spending and end the rise in government debt relative to
GDP. These contradictory mandates for fiscal policy can
only be resolved by timing and sequencing of policies first
to stimulate demand, then to reduce expenditures and

raise taxes.

Japan is an extreme case among the advanced countries.
Not only was its decline in GDP the most severe, but Japan
alone has been in sustained deflation; its government debt-
to-GDP ratio is by far the highest; and its fiscal deficit as a
share of GDP is also the largest. However, Japan’'s unem-
ployment rate of 5.2 percent is significantly below that in
the United States and Europe. Japanese firms cut wages
and bonuses and retain employees, in contrast to Western
practices. One implication is that Japan's actual output

gap is even greater than officially estimated. The domestic

demand situation is so weak that the G-5 countries agreed
in spring 2010 that only Japan would not have to commit
to reduce its fiscal deficit in half by 2013.

Japan’'s near-term uncertainties are both domestic and
international, both economic and political. The recovery
will proceed but may only result in a return to Japan's sub-
par growth path of the last two decades. The Diet session
beginning in late September will have as its first order of
business a bill to halt the postal privatization process. This
would be a major mistake, but fortunately it may not pass.

The real economic policy test is the 2011 budget.

The international environment is uncertain, too. | think
global recovery will continue, albeit more slowly. Deflation
probably will not develop in the United States or Europe
because their central banks have the will to prevent that.
The United States-Japan economic relationship continues
to be good and strong. However, the U.S. military bases
in Okinawa have become a formidable political challenge

that is unlikely to be resolved soon.

Japan's relations with China, its largest trading partner,
are good economically but complicated politically and
emotionally, as Japanese face China's ascendancy to

become the world's second largest economy.

In what follows, | consider two ways of looking at the
Japanese economy, discuss the past year's economic per-
formance, the near-term outlook, the deflation-growth-
fiscal consolidation conundrum, and Japan's international
economic relations. | focus particularly on monetary and
fiscal policies and regulatory reform as the major policy

instruments to lift Japan out of its slough.
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Two Scenarios
One can think about the Japanese economy in two ways.
One is optimistic, the other more pessimistic. Both are

substantially correct.

Japan is a safe, clean, comfortable, pleasant place to live.
It is wealthy, economically well developed, and technologi-
cally sophisticated, with a standard of living comparable
to the United States and Europe. Its public infrastructure
is good—in many ways better than the United States.
Japanese are relatively well taken care of by a national
health care system. Although increasing, inequality is only
slightly greater than the median for OECD countries and
substantially below that of the United States. The bottom
20 percent lives better than its American counterparts.
Of course there are difficulties—not enough good jobs,
pockets of real poverty, an aging and declining population,
and so on. These have to be seen in the context of Japan's
fundamental strength and stability. While growth is below
what could be achieved, Japan has not done poorly; GDP
per capita continues to increase, albeit slowly. The reces-
sion is only a temporary setback. Japan is in a positive,
complex process of social, political, and institutional evolu-

tion from its postwar era.

A more pessimistic perspective focuses on the difficul-
ties that two decades of subpar economic performance
have wrought. To stimulate domestic demand sufficiently
to prevent economic collapse, the national government
has run increasing budget deficits over the past decade.
Consequently, the gross government debt plus local gov-
ernment debt has become 216 percent of GDP, and it will
continue to rise. Worse, there is no way this situation can
be improved anytime soon without leading to a return to
recession. The policy conflict between demand stimulation
to achieve growth and fiscal consolidation seems politi-

cally insurmountable. Moreover, in the long run such high

deficits and increasing debt rates are unsustainable. The
Bank of Japan has maintained extraordinarily low interest
rates and great financial liquidity, but its monetary policy

has not been sufficient to overcome persistent deflation.

Weak labor markets have resulted in widespread personal
uncertainties, anxieties, and vulnerabilities. The number
of workers without full-time regular employment has risen
from a fifth to a third of the labor force. Full employment
has not been achieved, and many Japanese have simply
dropped out of the labor force. The young are finding it
more difficult to find good jobs than their parents did.

Japan's welfare system has major inadequacies. Many
vulnerable groups are not well taken care of: older persons
living alone, especially those in urban areas; the long-term
unemployed; the homeless. The 1.2 million Japanese
single mothers, almost all divorced or abandoned by their
husbands, since unmarried motherhood in Japan is minis-
cule, are worse off than their Western counterparts. Most
of them work, but about 40 percent make less than ¥1.5
million ($16,667 at 90 yen/dollar). This is far below the
poverty line; Japanese median household income is ¥4.6
million, and the poverty line is defined as half that. It will
take a major crisis to mobilize policymakers to take effec-

tive steps to overcome these difficulties.

Perceptions of these complex realities shape Japanese
views of the present and expectations about the future.
| have primarily an anecdotal sense of what various
Japanese are thinking. My impression is that senior busi-
ness leaders feel complacent about the present. There
is little feeling of impending crisis; Japan will continue
to muddle along. But they seem dispirited, even resign-
edly pessimistic, about Japan's future in the longer run.
Fortunately, the next generation to take over—those now

in their 40s—may be somewhat more positive.
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Japan’'s young generation embodies both major continu-
ities and profound changes. Apparently, the difficulties
of the past two decades have realistically made it more
uncertain about its own future—and hence more conser-
vative and less willing to take risks. Even so, | sense below
the radar screen a youthful energy, vitality, independence,

and social consciousness.

Economic Performance

It is useful to consider Japan's economic performance in
three domestic contexts: the current recovery from its
deepest postwar recession; the continuation since 1990
of two decades of subpar growth; and the 40 immediate

postwar years of extraordinarily rapid, catch-up growth.

The global economic and political environment since World
War Il has benefited Japan enormously. World economic
growth has been unprecedented, and the rate has accel-
erated with the rise of China, India, Brazil and others.
The foundation of Japanese international economic and
political relations has been its close, mutually beneficial
alliance with the United States. At the same time, Japan's
economy has become increasingly intertwined with China

and the other rapidly growing East Asian economies.

Japan's two earlier periods have been analyzed exten-
sively. Suffice it to say that by the 1980s Japan had risen
from being a developing economy to being an advanced
nation, an industrial and technological powerhouse, and
the world's second largest economy, with a comfortable
middle-class society enjoying a high standard of living.
However, the transition to an advanced economy with a
more modest growth potential has posed challenges for

Japanese institutions, practices, and mind-sets.

In 1990, Japan’'s huge stock market bubble burst, and in
1991 the even more important urban real estate bubble

burst. An era of economic malaise began. Unprecedented

monetary and fiscal stimulus prevented financial and eco-
nomic collapse, but was not sufficient to restore stable
full employment growth. This was due in significant part
to major policy mistakes. The government was slow and
erratic in responding, crushing the 1996 recovery by
raising the consumption and other taxes in 1997 by two
percentage points of GDP. The Bank of Japan was slow
to reduce interest rates in the early 1990s and sent the
wrong signal in 2000 by temporarily abandoning its zero
interest rate policy. It took 15 years for commercial banks

to overcome their bubble-era huge nonperforming loans.

However, it is a mistake to refer to this as “two lost
decades”; despite subpar growth, major institutional,
social, and political changes have taken place. Those of
workforce age have decreased since the mid-1990s, and

the population peaked in 2006.

Japan's workers have not fared well. Growth has been
too slow to create enough new good jobs; unemployment
and, especially, underemployment have become a source
of stress; nonregular workers (part-timers, contract work-
ers, others) increased to one-third of the labor force; and
wages have not increased significantly. Household saving
rates have dropped dramatically and since 2006 have
been below those of the United States. And the household
share of GDP has declined.

Japan's economic recovery from 2002 to the end of 2007
of about 2 percent annual GDP growth was long and good
but not great, and it was incomplete. Even before Japan's
recession hit, a substantial output gap remained, full
employment was not achieved, and deflation persisted.
In mid 2010, an excessive 4 percent plus output gap
remained; unemployment was high for Japan; and mild
deflation returned. Even so, Japan has demonstrated
considerable resilience in enduring its recession, even

though GDP per capita dropped to its 2004 level. Almost
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half of the decrease was due to the decline in net exports.
Moreover, business-fixed investment plummeted by 19.5
percent, and household consumption decreased by 3.8

percent.

Only by export growth has Japan been able to recover as
far as it has from recession. Exports increased consider-
ably more rapidly than anticipated, particularly to China
and the other East Asian economies that had quickly
regained rapid growth. Some 90 percent of the increase
in Japan’s aggregate demand over the past year has been
from net exports. Domestic demand declined during 2009
until the last quarter, as business investment dropped
sharply, consumption only increased slightly, and govern-
ment spending slowed after the one-shot stimulus pack-
age. Burgeoning exports generated industrial production
increases and the beginnings of a broader-based domestic
recovery. However, the government's second preliminary
estimate that domestic demand was flat in the second

quarter of 2010 is disquieting.

Demand for labor has continued to be relatively weak,
reflected even more in wages than in employment data.
Full employment in Japan means unemployment of about
3.5 percent. The rate peaked in July 2009 at 5.6 percent
(seasonally adjusted) and gradually improved to 4.9 per-
cent by early 2010, but slowly retreated to 5.2 percent
in July 2010. Moreover, the deterioration in worker total
cash earnings worsened to minus 3.3 percent in the year
ending March 2010; bonuses dropped sharply, and even
basic salaries declined 1.1 percent. In March 2010, these
figures turned slightly positive, and even better news is
that 2010 summer bonuses of major companies were
expected to rise by 1.5 percent. While small, these would

nonetheless be the first increases in two years.

Land prices declined in 2009—the second year in a row—

by an average 8.0 percent in all prefectures, and even

more rapidly in the Tokyo, Osaka, and Nagoya areas. By
mid 2010, urban land prices had begun to rise, as institu-

tional investors saw buying opportunities.

One of Japan's most disturbing macroeconomic problems
is the return of mild but seemingly persistent deflation,
interrupted temporarily in 2008 by the world commodity
prices boom. Japan's core CPI dropped by 1.6 percent in
fiscal 2009 and was a negative 1.1 percent in July 2010.
Even with its extraordinarily easy monetary policy the

Bank of Japan (BoJ) has not achieved price stability.

Persistent deflation has pernicious macroeconomic
effects. It increases real interest rates, deters business
investment and household consumption, reduces tax rev-
enues, increases the fiscal deficit, renders traditional
monetary policy ineffective, and generates adverse expec-

tations about the future.

The most comprehensive measure of prices is the GDP
deflator, which is used to convert nominal (current-price)
GDP to real GDP. History suggests, as do current policy
discussions in Japan, that the GDP deflator should be
slightly positive, on the order of a 1 percent annual
increase. However, Japan's GDP deflator has been nega-
tive every year since 1998 and indeed worsened to a
minus 2.3 percent in the first half of 2010. If Japan's GDP
deflator had been slightly positive or even zero over the
past decade, tax revenues would have been significantly

higher and government debt smaller.

Japan'’s financial system has weathered the recession well,
in large part because from the late 1990s it went through
five years of its own crisis, reform, and consolidation.
However, corporate recovery has been internally financed,
so bank loans have been decreasing. Banks continue
to invest heavily in Japanese government bonds (JGBs)
despite the very low yields. Japan remains overbanked;

banks have huge deposits, market interest spreads are
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narrow, and profitability remains significantly below that

of foreign counterparts.

A few small banks and local financial institutions remain in
deep trouble because of implicit loan defaults, but they do
not pose systemic risk. New international rules, particu-
larly the latest from the Bank of International Settlements
(BIS), will push large banks to gradually raise more capital
in order to meet new capital adequacy standards. That
will provide the financial system greater strength and

security.

While profits declined by a third and many companies
recorded losses, the Japanese corporate sector held up
quite well during the recession. Bankruptcies, in number
and amount, did not increase significantly. Businesses
reduced new fixed investment by 24 percent from the
peak first quarter of 2008 through the third quarter of
2009, before flattening out and beginning to pick up
slightly in the first half of 2010. Profits have risen dra-
matically; profits of listed companies this fiscal year are
projected to increase by 70 percent. Companies have
used cash flow not only to finance investment but also
to pay off debt. Almost half of listed companies are now

essentially debt free.

Once the economy hit bottom in early 2009, the stock
market rebounded from its March 10, 2009, Nikkei index
low of 7,055 to a peak of 11,339 on April 10, 2010.

Since then it has gradually declined, as elsewhere.

Despite claims of major regime change, and the June
2010 DPJ announcement of its growth and fiscal manage-
ment strategies, the government has not developed and
implemented a credible comprehensive economic strat-
egy. In some respects, policies seem to move backward,
epitomized by the proposed legislation to halt and reshape
postal system privatization. That said, the DPJ did engage

in reform of the budget process through popular, widely

televised public hearings, though the amounts actually cut
were small. In the eagerness to reduce wasteful spend-
ing, some good programs have been cut. The DPJ has
emphasized it will shift policymaking from government
bureaucrats to Diet politicians. One difficulty is that, unlike
in the United States, deep policy expertise exists primarily

in the bureaucracy.

The Near-Term Growth Outlook

Japan's recovery has been better than many expected but
in summer 2010 has slowed. In June 2010, the govern-
ment increased its fiscal 2010 growth projection to 2.6
percent from its January projection of 1.4 percent, pri-
marily because exports rose twice as rapidly as expected
earlier. The June 2010 Tankan Survey of business expec-
tations improved substantially and turned positive for the

first time since the September 2008 Lehman shock.

Forecasting growth for 2011 and following years is sub-
ject to significantly greater uncertainty than usual. The
government and the Bank of Japan have both estimated
fiscal 2011 growth will be about 2 percent. That would
be good, though far from sufficient to eliminate the output
gap and restore full employment. Knowledgeable econo-
mists at financial institutions in Japan generally have been
more cautious. The downbeat second quarter 2010 GDP
data have led to reduced growth estimates for 2010 and
2011. As of late August the consensus forecast for 2011

growth was 1.5 percent

Much will depend on the degree to which business invest-
ment picks up. Consumption can increase only slowly, con-
strained by the slow growth of household income and the
low share of wages in GDP. Much also depends on whether
the government reduces its budget deficit, and by how
much. The government's 2 percent growth forecast for
2011 rather optimistically assumes business investment

will lead demand, while exports will contribute only 0.5
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percent of the growth, and government budget austerity

will have a negative 0.3 percent effect.

The slowdown in export growth for the rest of 2010 and
into 2011 is mainly because the rapid-recovery phase
of world growth is over. The IMF estimates that, after
declining 0.6 percent in 2009, world growth will surge
to 4.2 percent in 2010 and be 4.3 percent in 2011. A
further determinant of Japanese exports is the exchange
rate, which averaged about 92 yen/dollar in 2009. Since
May 2010, the yen has surged some 9 percent relative to
the dollar, to about 85, a 15-year high. Not surprisingly,
Japanese exporters and policymakers have vociferously
voiced concerns, but it remains to be seen whether the
government and BOJ's late August and early September
policy steps will shift expectations toward modest yen
weakening. However, when adjusting for sustained differ-
ence in United States and Japan inflation rates, the yen
is not high, and the real effective exchange rate is at its

long-run average.

The IMF has projected Japanese growth of about 2 per-
centin 2011 and 2012, then gradually slowing to 1.7 per-
cent in 2015. One private estimate is an average of 1.5
percent for 2012-2016, which, based on the underlying
assumptions, would eliminate the output gap. | consider

those assumptions optimistic.

| am not so optimistic about Japan's near-to-medium
term economic performance. Recovery will continue, but
at a modest pace. Japan has a large overhang of labor
even aside from recorded unemployment, notably those
employed but underutilized and those who have with-
drawn from the labor force. | am concerned whether Japan
will overcome the persistent output gap and return to the
full employment and stable growth path with price stability
that for two decades it has not been able to accomplish. |

think it will take annual growth of better than 2 percent for

at least five years to achieve full employment.

The Deflation, Growth, and Fiscal Consolidation

Conundrums

Japan faces three key economic issues: how to end
deflation and maintain price stability; how to achieve full
employment growth; and how to bring about fiscal con-
solidation. These structural problems require appropriate

policies, their proper sequencing, and strong leadership.

Deflation should be addressed first, as the government has
made clear. Ending deflation is essential for its growth and
fiscal consolidation strategies. The government's growth
strategy requires an annual 1 percent rise in the GDP
deflator, which implies a somewhat more rapid increase in

the core CPl rate to 1.5 percent or more.

However, all major forecasts expect deflation in 2010,
and most see it continuing throughout 2011. Only the
Bank of Japan monetary policy board members think the
core CPI inflation rate will be positive (and that only 0.1
percent) in fiscal 2011. Equally important, the change
in the GDP deflator is generally forecast to continue to
be negative in 2011. Even so, a widespread expectation
seems to be that, as the economy recovers, the CPI will
turn positive within a few years. However, domestic and

international conditions suggest this is not assured.

Financial markets signal longer-run deflation. Japanese
government bond (JGB) interest rates are shaped by
expectations about monetary policy, government debt
issue, and Japan's overall economic performance. Japan's
long-term market interest rates continue to be very low.
Not only did the yield on 10-year JGBs dip below 1 per-
cent in early August 2010, but the 20-year and 30-year
yields were below 2 percent. This is an indictment of BoJ

monetary policy.
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The BoJ has steadily maintained its very low interest rate
policy (0.1 percent overnight call rate) and ample liquid-
ity. It has utilized several measures to sustain liquidity,
prevent specific financial market difficulties, and encour-
age bank lending to firms with rapid growth potential.
However, these incremental policies have not brought
deflation to an end. My concern is that incremental policy

steps will not be sufficient.

The BoJ has not succeeded in shifting market expecta-
tions from negative to positive. It has rejected inflation
targeting, apparently since it believes it does not have the
policy tools to make such a policy credible. The BoJ too
cautiously defines price stability as increases in the core
CPI fromjust above O percent to 2 percent, but with 1 per-
cent as an implicit target; the United States and European
Central Banks aim for CPI price increase to be in the 1

percent to 2 percent range.

The disparity between U.S. Federal Reserve monetary
policy at low interest rates and BoJ policy provides a
striking but too simplistic contrast. To prevent a finan-
cial market crisis, the Fed expanded its balance sheet
dramatically, engaged in quantitative easing of liquidity
(excess reserves), and took on large amounts of credit risk
by purchasing private-sector financial claims. The BoJ
has expanded its balance sheet only 6.8 percent since
the September 2008 Lehman shock, has not engaged
in quantitative easing, and has not taken on significant
credit risk. Apparently, BoJ views are that quantitative
easing did not work earlier, that credit risk should be taken
on by the government, not the central bank, and that the
present policy course will prove successful within another

two years.

In late August, the government renewed pressure on the
BoJ to take further monetary easing actions as the econ-

omy slows and especially as the yen appreciates. The BoJ

may become subject to political risk. It has fought hard and
successfully to maintain the independence it achieved in
1998. However, in the July 2010 Upper House election
campaign, the LDP and Komeito proposed setting inflation
targets, and Your Party proposed legislation to weaken

BoJ independence.

| have argued for several years that Japan's inadequate
domestic demand and its deflation are so exceptional and
abnormal that they require dramatic measures by the BoJ
to shock expectations positively. The BoJ should announce
and engage in massive purchases of equities and corpo-
rate bonds, including real estate instruments, making it
clear it will do whatever is necessary to end deflation, and
for as long as necessary. In such abnormal conditions,
taking on credit risk should be less a concern for the BoJ
than persisting deflation. Similarly | have argued for major,
temporary fiscal stimulus packages to achieve the growth

upon which fiscal consolidation depends.

The “New Growth Strategy”

In June 2010, the Cabinet announced a “New Growth
Strategy” to revitalize Japan over the 10 years to 2020.
The DPJ strategy sets a target of 3 percent growth in
current prices and 2 percent in real terms, the ending of
deflation in fiscal 2011, and reducing unemployment to

below 4 percent soon.

The strategy statement rejects a demand-side approach
of public works as inefficient pork-barrel spending. It also
rejects a supply-side approach of market fundamentalism,
which | take to reflect the ongoing DPJ claims that the
Koizumi-era “structural reforms” brought about greater
inequality, increased unemployment, and expanded the
number of working poor. In fact, the main cause of these
difficulties has been inadequate growth. Although the

“structural reforms” terminology is rejected for political

CJEB Annual Report 2009-2010 9



reasons, the DPJ's strategy states that regulatory and

institutional reforms will be implemented.

Implementation involves a smorgasbord of “21 national
strategic projects” in seven broad categories: green inno-
vation, health care, relations with Asia, local revitalization
and tourism, science and technology, employment, and an
integrated financial sector. Most of these are laudable if
broadly general targets, though 50 percent self-sufficien-
cy in agriculture is quixotic. The basic problem is that this
“new growth strategy” is essentially a list of aspirational
targets without concrete programs for implementation; it

lacks credibility.

Without this “strategy,” growth is projected to be only 1
percent. Implementation of the strategy poses a huge
political challenge, even if political gridlock is overcome.
Real growth of 2 percent would be good but will require
the development and execution of more focused policies.
The strategy does not indicate how a 1 percent annual

increase in the GDP deflator is to be achieved.

A positive way of viewing the DPJ strategy is as a compre-
hensive program of regulatory reform and deregulation,
and provision of other incentives to create a more compet-
itive system, stimulate business investment, and thereby
achieve good growth. By whatever terminology, regula-
tory and other credible structural reforms are essential to
achieve and even increase the potential growth rate and to

help bring about successful fiscal consolidation.

As the OECD and the IMF have stressed, promarket
regulatory reforms are important for growth by enhanc-
ing labor productivity, economic flexibility, and resilience.
Japan continues to have a huge number of small, niggling
regulatory restrictions, notably in a wide range of major
services, including health care, education, domestic trans-

portation, and energy. But it does not seem that the DPJ

has the insight and mind-set, much less the political will,
to overcome the vested interests that benefit from these

obstacles.

The Fiscal Management Strategy

The third key macroeconomic issue is how to reduce the
size of the government budget deficit and to halt the
growth of the government debt-to-GDP ratio. The 2010
central government budget deficit is 9.2 percent of GDP.
IMF data indicate that as of March 2010, Japan's govern-
ment debt-to-GDP ratio was 216 percent, net debt was
112 percent, and both were continuing to rise. Net debt
is the more important metric, since it reflects that portion
of the debt held by the public rather than the government

itself.

These ratios are the highest among advanced countries.
However, foreign capital flight is not a problem, since
almost all JGBs are held domestically, and new issue
continues to be purchased by Japanese financial institu-
tions. Nonetheless, public anxiety has increased that
the mounting debt will eventually lead to the collapse of
public finance, exacerbated because neither the public
nor the media apparently understands these issues well.
Respected economists suggest that a JGB crisis is not
imminent, but it is possible in 5 to 10 years if nothing is

done; but others are more pessimistic.

Fiscal stimulus or consolidation is the government's main
macropolicy instrument, through its passage of the annual
and supplemental budgets. The DPJ government, like its
LDP predecessors, is under great pressure to carry out
fiscal consolidation. Its June 2010 Fiscal Management
Strategy recognizes that fiscal consolidation is a long-run
process, and that the budget deficit should not be reduced
too quickly or sharply.
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The strategy sets three ambitious targets: cut the budget
deficit primary balance (excluding government debt ser-
vicing interest payments) of the consolidated central and
local governments from an estimated 7.9 percent in fiscal
2010 to half that by fiscal 2015 and achieve a surplus by
2020; do the same for the central government; and have
begun reducing the debt-to-GDP ratio by fiscal 2021.

Operationally, the strategy requires that for the three
fiscal years 2011-2013 the central government budget
for general account expenditures plus transfer of tax
revenues to prefectural and municipal governments be no
more than the 2010 budget of ¥71 trillion ($789 billion);
and that annual new bond issue be held to 2010's ¥44
trillion ($49 billion).

Prime Minister Kan has proposed cutting discretionary
spending by 10 percent, while adding ¥2 trillion to begin
implementing the new growth strategy. Even aside from
the strong resistance of bureaucrats to cuts, significant
shortfalls in the revenue needed to contain new bond issue
within the targeted cap are a major issue in determining
the 2011 budget.

The DPJ's publicized efforts to cut wasteful expenditures
are politically popular, but these cuts will not be large
enough to solve Japan's fiscal difficulties. The DPJ plans
to reduce substantially its children support and other pro-
grams from levels enunciated in its 2009 manifesto. But
that will not be sufficient either. Moreover, there is a real
danger that budget cuts will further impair good programs
that need increased expenditures. One example is revision
of the government’s statistical system to make important
data for policy purposes, such as quarterly GDP and the

core CPI, more reliable.

Perhaps the most important fiscal issue is how to pay for

projected pension benefits in an aging society. If benefits

are not reduced, tax revenues will have to be raised. In the
longer run, Japan will have to decide how extensive its
public pension, social welfare, and medical care programs

will be, and how to pay for them.

The other way to reduce the budget deficit is to increase
taxes. Taxes are a smaller share of Japan's GDP than all
other major advanced countries except the United States.
Taxes on tobacco will increase in October 2010, and
other special tax measures may be taken, but they will not

increase revenues sufficiently.

The three major revenue sources are consumption, per-
sonal income, and corporate profits; social security pre-
miums are also important. Both the DPJ and LDP want to
reduce taxes on corporate profits for competitive reasons,
since they are substantially above those in other major
countries. Increasing personal income tax rates seems

unlikely.

The most important policy issue for fiscal consolidation is
when to raise the consumption tax, by how much, and on
what sort of an annual schedule. Various government and
private financial institution projections are that, in order
to achieve the 2020 fiscal consolidation targets, the tax
will have to be increased from 5 percent to somewhere
between 10 percent and 15 percent. These projections
optimistically assume that deflation will end soon and the

nominal and real growth targets will be achieved.

Despite its sensitivity—no politician likes to raise taxes—
the political parties will eventually have to debate the
specifics of a consumption tax increase. The tax will not
be raised before the next Lower House election, to be
held by summer 2013 at the latest. How soon after that
the increase comes will probably depend on how deeply
the public believes a crisis is imminent, and how well the

economy is doing.
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Negotiations over the 2011 budget will be the central
focus of economic policy and political activity as 2010
draws to a close. The austere ¥71 trillion proposal will
constrict domestic demand. The DPJ cannot pass imple-
mentation legislation without the support of some of the
opposition. The budget thus will be subject to compro-

mises that are difficult to predict.

International Economic Relations

In major respects—trade, foreign direct investment, the
political economy of relations with other nations—Japan's
international economic relations are more important than
ever. Japan is a major player in the global economic and
financial system. It is also subject to the major shocks the
system has undergone: the current financial crisis; global
recession with the extraordinary drop in world trade in
2009 of 10.9 percent; and now the possibility of defla-
tion in other advanced countries, not just Japan. Indeed,
Japan's now-high reliance on exports makes its economy

especially vulnerable to foreign shocks, good or bad.

Trade is the foundation of international economic rela-
tions. Japan has always been aware of the key role of
imports, which supply oil, iron ore, food grains, and other
materials essential to fuel Japan's industrial production
and household consumption. As noted, Japan's plunge in
exports was the major cause of the depth of its recession.
And Japan's recovery has been almost entirely due to its
very rapid growth of exports, coupled with more modest
increases in imports. Japan's growth for the next few

years will continue to depend on how well it exports.

Japan's export increases have been in large part due to
renewed rapid growth and rise in imports by virtually all
the other East Asian economies, importantly including,
but not limited to, China. In 2009, 17 percent of Japan's

trade was with China, surpassing trade with the United

States (14 percent); Japan's exports to and imports from
China have grown rapidly over the past decade. Japanese
outsourcing and development of production networks in
East Asia make bilateral trade flow measures less and less
meaningful. China and other East Asian economies export
more to the United States and the rest of the world than

they import.

Japanese corporate foreign direct investment is often
directly tied to exports and imports. Japanese FDI out-
flows more than doubled between 2005 and 2008,
dropped significantly in 2009, but are picking up once
again. There are many factors at work: outsourcing, pro-
duction networks, mergers and acquisitions, and corporate
reinvested earnings. As a colleague quipped, “Japanese
manufacturing is alive and well, it's just not located in
Japan.” Japan's FDI is diversified both geographically and
by sector. Some 48 percent of Japan's reported FDI stock
of ¥68.2 trillion ($758 billion) at the end of 2009 was in

manufacturing.

While investment has risen in Asia to 24 percent of
Japan’'s total FDI amount, and China to 7.4 percent,
Japan's outstanding investment in the United States
remains the largest, 31 percent of the total. With Japan's
domestic market growth limited and labor expensive,
Japanese firms will continue to invest abroad vigorously,
particularly in dynamic Asia. With a stronger yen and
large cash balances, purchases of foreign companies are
on the upswing. However, the greatest vulnerabilities of
Japanese companies in their foreign operations are their
management mind-sets, weak command of foreign lan-
guages, and limited understanding of foreign markets and

the cultures they embody.

The DPJ’s “new growth strategy” appropriately emphasiz-
es East Asia, focusing on trade integration, two-way FDI,

and tourism to Japan. Market-driven economic integration
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among the East Asian economies, including Japan, is now
deep and very large. Integration will proceed, driven by
companies responding to market opportunities as East
Asia continues to be the world's most rapidly growing

region.

East Asian regionalism is bottom up, with only limited
regional governmental institution-building. Japan has pro-
posed an East Asian Community but the specifics are
not well defined, for good reason. Region-wide economic
cooperation is a good rhetoric, appealing to the national
interests of all East Asian economies. However, imple-
mentation at a governmental, institutional level has only
begun; trade cooperation is easier than in finance and
exchange rate determination. The underlying tensions for
the potential members between their national security
interests and their economic interests preclude the devel-
opment of a regional community anytime soon. The United
States will continue to be a major player in East Asia; its
economic, security, and other foreign policy interests are

deeply intertwined.

A major challenge for Japan as it seeks to create East
Asian trade and finance regional government institutions,
and promote regional economic cooperation more broadly,
is how to deal with China. To what extent are their individ-
ual economic interests cooperative rather than rivalrous?
Will they be able to agree on a common set of East Asian
regional rules for trade, FDI, or exchange rates? These are
far more than economic issues, and inevitably the United

States will be involved.

Japan hosts the annual APEC (Asia-Pacific Economic
Cooperation) ministerial and summit meetings in November
2010, and the United States will be the host in 2011. At
its meeting, Japan will push for the eventual establishment
of a Free Trade Area of the Asia-Pacific (FTAAP). This has

been on the APEC agenda for several years but is unlikely

to be negotiated and agreed on in the foreseeable future.

In the near term, Japan's “new growth strategy” envisages
expansion and multilateralization of its bilateral Economic
Partnership Agreements (EPAs). However, Japan's trade
negotiations continue to be constrained by strong pro-
tection of its deeply inefficient agricultural sector. Until
agriculture is reformed and import obstacles removed,
Japan cannot proceed significantly on comprehensive

trade negotiations in bilateral, regional, or global forums.

Conclusion

For some years in these annual essays | have argued that
Japan, in order to break out of its ongoing subpar perfor-
mance trap, has needed a positive, strong macroeconomic
policy shock: a short-term, comprehensive, but temporary
policy of dramatic demand stimulus by a combination of
unprecedented Bank of Japan monetary policy actions and
strong fiscal stimulus, together with comprehensive regu-
latory reforms to stimulate business, increase competition
in services, and allocate resources more effectively. By
showing strong commitment, political will, and leadership,
the government would shock the Japanese public into pos-
itive expectations, a more optimistic outlook that good full
employment growth with price stability would be achieved,

based on private domestic demand growth.

However, such a policy approach, though supported by
a number of economists, has never gained any traction.
Given the general Japanese mind-set, in addition to politi-
cal gridlock, it is unlikely that a bold policy package will be
adopted anytime soon. | do not even expect much prog-
ress in implementation of the government's new growth
and fiscal management strategies, or in regulatory and
other reforms. And | am uncertain whether price stability
as Western central banks and | define it (1 percent to 2
percent increases in core CPI) will be achieved in the next

few years.
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Japan will continue to muddle along. Modest economic

growth will take place, but | am not sure when full employ-
ment growth will be attained. In short, it is difficult to be
optimistic about Japan's economic performance in the

medium term.

Nonetheless, | remain cautiously optimistic about Japan's
long-run future, given the quality of its human resources,
social coherence, and the combination of meticulous
attention to detail and fundamental ambitiousness of
Japanese people and companies. | do not know what
will lead to revitalization of the economy. It could be
generational change. It could be an eventual shortage of
labor as the population declines. Or it could be some sort
of domestic or external crisis that provokes strong policy
responses. One such might be the widespread belief that a
crisis in Japan's public finances is imminent. | hope it does

not come to that.

September 14, 2010
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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 sup-

port, both financial and administrative.

David E. Weinstein leads the Center's research activi-
ties and has several individual projects under way funded
in part by the National Science Foundation. Professor
Weinstein's research and teaching focuses on interna-
tional economics, macroeconomics, corporate finance,
the Japanese economy, and industrial policy. Over the
past year, he has been involved in several major research
projects, including an examination, using firm-level data,
of the effects that trade finance had on exports during
the 1990s Japanese financial crisis. This study holds sig-
nificant implications for how to gauge the recent financial
crisis's impact on international trade. A full summary of the

research findings can be found on pages 16-18.

Professor Weinstein is currently preparing a project enti-
tled, “In Search of the Financial Accelerator,” which will
aim to provide the first empirical evaluation of how the
health of banks and other financial institutions impacts the
output of firms outside the financial sector. By employing
Nikkei Financial Quest database, which provides data on
every loan received by every listed firm in Japan from the
largest lenders, Professor Weinstein will attempt to iden-
tify and quantify the link between the real and financial
sectors (i.e., the financial accelerator). He elected to study
Japan specifically due to the extensive data available and
the number and gravity of Japanese banking crises and
economic downturns over the past two decades. If he is
able to establish evidence of the financial accelerator, he
will pursue the question of why the deterioration in the
health of financial firms affects the performance of the
firms that rely on them and what conditions lead to the

greatest impact.

Hugh Patrick participated in a number of research col-
laborations, including co-editing the two-volume col-
lected writings of Professor Gary Saxonhouse, The

Japanese Economy in Retrospect, published in summer

2010 by World Scientific. Professor Robert Stern of the
University of Michigan led this project. Professor Gavin
Wright of Stanford University served as a co-editor. Gary
Saxonhouse was the most distinguished American special-
ist on the Japanese economy of his generation, and he was
responsible for training many other Japanese economy
specialists. He died at the age of 63 in 2006. He was the
mentor of Professor Weinstein, the student of Professor

Patrick, and a CJEB research associate.

Professor Patrick also continues his work on Japan's eco-
nomic 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 poli-
cy-oriented talks based on his research during the year at
Seoul National University and at both Tsinghua University

and Peking University in Beijing.

Alicia Ogawa’s research into Japanese financial markets
has continued to be in high demand. Over the past year,
she has spoken on topics including Japanese government
bond markets, corporate governance, and financial regu-
latory reform at New York University, Japan Society, the
Daiwa Securities’ Investors conference, the Euromoney
Annual Japan Debt Conference, and the MW Turnbull
Investors meeting. She also wrote, “Don't Bet Against
Japan Yet,” an op-ed for The Wall Street Journal, and fin-
ished a yearlong project on bank risk management for the

Congressional Research Service.

Curtis Milhaupt has a forthcoming article in the American
Journal of Comparative Law (co-authored with Law
School colleague Ronald Gilson) entitled, “Economically
Benevolent Dictators: Lessons for Developing Dem-
ocracies.” Another article entitled, “A Comparative Analysis
of Hostile Takeover Regimes in the United States, the
United Kingdom and Japan (with Implications for Emerging
Markets),” is under review. In June 2010, Professor
Milhaupt co-hosted a conference on “M&A and the Law”
in Tokyo with Professor Hideki Kanda of the University of
Tokyo. Over the past year, he has lectured on corporate
governance and topics related to the financial crisis in Sao

Paulo, Amsterdam, Seoul, and Beijing.
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CJEB is committed to supporting the Japan-related
research for faculty across the Business School and the
University. This year, CJEB has also provided research
funding for three Business School professors: Michael
Morris, Chavkin-Chang Professor of Leadership; Tim
Baldenius, Roy Bernard Kester and T. W. Byrnes Professor
of Accounting and Auditing and chair of Accounting
Division; and Wouter Dessein, Eli Ginzberg Professor
of Finance and Economics. More about these research
projects can be found in the Faculty Support section on

page 33.

“Exports and Financial Shocks: New Evidence from
Japan,” a selected project from the 2009-2010
research of David E. Weinstein

"Exports and Financial Shocks: New Evidence from Japan”
was published December 23, 2009, by VoxEU.org at
http://www.voxeu.org/index.php?g=node/4432 as a sum-
mary version of “Exports and Financial Shocks,” CJEB
Working Paper 287 (2009) and Center for Economic
Policy Research (CEPR) Discussion Paper 7590 (2009).

Authors:

Mary Amiti, Research Officer in the International Research

Department, Federal Reserve Bank of New York

David E. Weinstein, Associate Director of Research at
the Center for Japanese Economy and Business and Carl
S. Shoup Professor of the Japanese Economy, Columbia

University

Can the drying up of trade finance help explain the recent
collapse in exports relative to output? This paper looks at
the effect that trade finance had on exports during the
1990s Japanese financial crisis using firm-level data. It
suggests that the direct effect of declining bank health on
exports caused at least a third of the decline in Japan’s

exports at the time.

One of the most striking features of the current crisis is

the collapse in international trade.

Figure 1 plots the ratio of real world exports to real gross
domestic product for a sample of the largest economies
in the world. As this plot shows, the decline in world
exports was much greater than the decline in world GDP.

Between the first quarter of 2008 and the first quarter of

20009, the real value of GDP fell 4.6 percent while exports
plunged 17 percent—a decline of $761 billion in nominal
terms. Moreover, this decline in exports was much larger
than standard gravity and macro models of trade would
have predicted given the changes in supply, demand, and

relative prices.

Figure 1. Quarterly movements in the ratio of world
exports to GDP, 1995-2009
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Source: This figure was constructed using national sourc-
es: Australia, Australian Bureau of Statistics; Belgium, the
Banque Nationale de Belgique; Canada, Statistics Canada;
France, National Institute of Statistics and Economic
Studies; Germany, Deutsche Bundesbank; Hong Kong,
Hong Kong Census and Statistics Department; Italy,
Istituto Nazionale di Statistica; Japan, Cabinet Office;
Netherlands, Centraal Bureau voor de Statistiek; Norway,
Statistik Sentralbyra; South Korea, Bank of Korea; Spain,
Instituto Nacional de Estadistica; Sweden, Statistiska
Centralbyran; Switzerland, State Secretariat for
Economic Affairs; Taiwan, Directorate General of Budget,
Accounting and Statistics; United Kingdom, Office of
National Statistics; and United States, Bureau of Economic
Analysis. The set of countries accounted for 66 percent of

world GDP and 68 percent of world exports in 2008.

Why the collapse in trade?

Several authors have argued that trade finance may have
been partially responsible for the remarkable fall in trade,
but most empirical work on trade finance has been ham-

pered by not having any information on the institutions
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providing the finance and what was happening to domestic
sales at the same time. Hence, the mixed findings of these
studies are hard to interpret because one cannot identify
a clear link between changes in financial conditions and
changes in exports and the inability to address the ques-
tion of whether financial shocks affect exports more than

domestic sales as is suggested in Figure 1.

The role of trade finance has come as a surprise to most
academic economists, as trade finance is almost com-
pletely ignored by the academic literature. Most interna-
tional models assume international payment settlement
markets function perfectly. In a new paper, we argue
that a potentially important reason why most macro and
trade models have failed to predict the dramatic collapse
in world exports is due to their simplistic modeling of the
financial sector’s role in international trade. We suggest
that in order to understand how trade responds to financial
crises, it is necessary to incorporate “financial accelera-
tors” as used by Bernanke, Gertler, and Gilchrist (1999)
that specify why export flows are likely to be hard hit by

financial shocks.

International trade differs from domestic trade

To understand the central role played by finance in inter-
national trade, we need to begin with what textbooks
on international financial management refer to as “the
fundamental problem with international trade.” How do
firms guarantee payments across international borders?
International trade differs from domestic trade in two

fundamental ways.

= First, international trade is typically riskier than domestic
trade. While firms often know how to work domestic legal
systems for dealing with payment defaults and delays, it
is often much more difficult for them to collect payments
in foreign countries even if foreign legal systems are fully

functional.

= Second, the added shipping times associated with interna-
tional trade often mean that international transactions take
two months longer than domestic transactions. This impos-

es additional working capital requirements on exporters.

As a result of these added risk and working capital needs,
exporters typically turn to banks and other financial firms

to handle the payments. The exporters benefit from these

arrangements because these financial firms typically
assume all of the importer's default risk and also provide

working capital loans.

The importer also benefits because this eliminates the need
for cash-in-advance payment terms, and the importer can
avoid payment issues associated with the nonshipment,
late shipment, or damaged shipments since banks will not

pay the exporter in any of these situations.

The link between trade finance and exports

Around 40 percent of all trade finance contracts use
“letters of credit.” This requires the importer to ask its
issuing bank for a letter of credit guaranteeing payment
for the imports. Using the letter of credit as collateral,
the exporter will often obtain a working capital loan from
its negotiating bank to cover the production costs of the
goods. Assuming all of the documents are in order, the
issuing bank will issue a banker's acceptance to the nego-

tiating bank guaranteeing payment at a future point.

Although the working capital loan is paid back by the
exporter, the negotiating bank needs to raise money to
cover the cost of payment to the exporter in addition to the
funds it needed to raise for the initial working capital loan.
This is often achieved by selling the issuing bank’s bankers

acceptance to other investors.

Over the last several decades “open account” transactions
have become increasingly common. In these transactions,
importers do not use banks to guarantee payments to
exporters. In order to handle these high risk transac-
tions, exporters often turn to nonbank financials like the
CIT Group, which provide working capital loans, export
insurance, and export factoring (buying trade credits from
the exporter at a discount). For example, a 2007 survey
of suppliers using open account transactions found that
38 percent of respondents used financial institutions
for post-shipment financing, 30 percent used them for
pre-shipment financing, 49 percent used them for buyer
default insurance, 24 percent used for political risk insur-
ance, and 22 percent used them as export factors. The
fact that all documentary credit transactions and at least
half of all open account transactions require financial insti-
tutions to provide capital or insurance suggests a strong

potential for a financial accelerator in trade.
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A financial crisis can create a number of problems in this
payment process. If an exporter’s negotiating bank can-
not easily raise capital, the bank may not be able to make
working capital loans or discount the exporter's trade
credits. This may leave the exporter starved for credit
and unable to ship on time. Similarly the bankruptcy or
financial difficulties of major nonbank financial institutions
like CIT and AIG meant that many exporters using open
account transactions were left scrambling for financing

and insurance support.

Similarly, if an importer’s issuing bank runs into trouble,
foreign negotiating banks may not accept their letters of
credit, thereby undermining both the negotiating bank's
willingness to provide working capital and payment guar-

antees to the exporter.

While all the parties in these transactions can find new
guarantors, this is likely to take time. Finding new banks
to take on credit risk is likely to be particularly difficult in a
financial crisis, when there is enormous uncertainty about
the exposure of many, if not all, financial institutions to

toxic assets.

All of this suggests that the defaults in the interbank lend-
ing markets that occurred in the wake of the 2008 Lehman
Brothers bankruptcy may have made banks exceedingly
risk averse about lending to each other—and this break-
down in the interbank lending is likely to have had a signifi-

cant impact on exporters.

But what about the reality? Evidence from Japan

We examine the impact of the Japanese financial crisis
of the 1990s on exports. The Japanese case is an ideal
laboratory for understanding these forces for a number

of reasons.

= First, as in the financial crisis of 2008, the crisis in Japan
was also caused by twin real estate and stock bubbles

that metastasized into interbank loan market defaults.

= Second, because Japanese data enables us to match
exporters with their negotiating banks, we can assess
directly how much a decline in the health of an exporter's
bank affects the exports of a firm relative to its domestic

sales.

Our results suggest that exports are much more sensitive
to the health of negotiating banks than domestic sales.
The relationship between bank health and the change in
exports is not only statistically significant but also quanti-
tatively important. Of the 10.5 percent decline in Japanese
exports that occurred following the 1997 banking crisis,
we find that the direct effect of declining negotiating bank
health on exports caused about a third of the decline. This
is likely to be an underestimate because declining bank
health may have negatively affected Japanese exporters

through many other channels in addition to trade finance.

Conclusion

Our study has a number of important implications for the
current crisis. Although Japan's recession and banking
crisis were severe, they were largely localized. This time
the financial crisis was global, involving banks in many
countries. In the United States, the unwillingness of mar-
kets to lend short-term to banks was clear from the rising
interbank loan spreads from a typical 50 basis points over
treasury rates to 450 basis points following the Lehman
bankruptcy. All of these indicators point to a seizing up of
short-term credit markets, and it would be hard to see how
this could not have had a profound impact on the ability of

firms to export.

There is good reason to believe that the current crisis is
likely to have had a much more severe impact on export-
ers than the Japanese crisis did. The global nature of the
recent crisis is likely to have meant that both the exporter's
and the importer's banks are likely to have suffered capital
losses, making it even harder for exporters to finance their

transactions.

All of this suggests that the impact of the current financial
crisis on international trade is likely to have been even
larger than during the Japanese financial crises of the
1990s.
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he Center fosters dissemination of research on

Japan's economy and business within Columbia

and in the broader academic, business, profes-
sional, 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 can
be found in the Center's Working Paper Series. Papers
in this series are available for free download through
the Center's Web site at www.gsb.columbia.edu/cjeb and
through Columbia University Libraries’' Academic Commons

Web site at http://facademiccommons.columbia.edu.

CJEB Working Papers published during the 2009-2010

academic year are:

290

The Realities and Relevance of Japan's Great Recession:
Neither Ran Nor Rashomon

Adam S. Posen

June 2010

http://hdl.handle.net/10022/AC:P:9179

Japan's Great Recession was the result of a series of
macroeconomic and financial policy mistakes. Thus, it was
largely avoidable once the initial shock from the bubble
bursting had passed. The aberration in Japan's recession
was not the behavior of growth, which is best seen as a
series of recoveries aborted by policy errors. Rather, the
surprise was the persistent steadiness of limited deflation,
even after recovery took place. This is a more fundamental
challenge to our basic macroeconomic understanding than

is commonly recognized.

The UK and U.S. economies are at low risk of hav-
ing recurrent recessions through macroeconomic policy
mistakes—but deflation itself cannot be ruled out. The
United Kingdom worryingly combines a couple of financial
parallels to Japan with far less room for fiscal action to
compensate for them than Japan had. Also, Japan did not
face poor prospects for external demand and the need
to reallocate productive resources across export sectors
during its Great Recession. Many economies do now face
this challenge simultaneously, which may limit the pace of,

and their share in, the global recovery.

289

Investor Activism in Japan: The First 10 Years
Yasushi Hamao, Kenji Kutsuna, and Pedro Matos
May 2010
http://hdl.handle.net/10022/AC:P:9178

This paper provides a comprehensive examination of the
first decade of investor activism in Japan. In the context
of a remarkable transformation of the Japanese capital
market, we document the rise of hedge fund and other
investors with a total of 916 filings of block acquisitions
by activists in the period from 1998 to 2009. We show
that there is, on average, a (modest) positive stock price
reaction to the announcement of an activist investment.
These effects, however, are concentrated in events involv-
ing hostile funds. When we examine returns to activism in
the long run, we find that gains are not significant overall,
except on positions in large target firms. We find that
target firms tend to increase their payouts relative to
peer firms in response to activist campaigns, but we fail
to find evidence that activists force target firm managers
to institute major operational improvements. Finally, we
document the explosion in the adoption of “poison pills”
by Japanese firms. We find that firms targeted by activ-
ists were more likely to adopt defense mechanisms. Since
2007, there has been a substantial reduction in activity by
activist funds. Our paper contributes to the literature on
investor activism by illustrating the limits to the success
of activist funds in a market setting where the takeover
market is thin and cannot be used by the activist investor

as an "exit” strategy.

288

Investment, Production, and Trade Networks as Drivers
of East Asian Integration

Ralph Paprzycki and Keiko Ito

January 2010

http://hdl.handle.net/10022/AC:P:8353

This paper shows that foreign direct investment (FDI), pro-
duction, and trade networks have been a principal driver
of East Asian integration. A key element in this has been
the role of production sharing, in which different stages
of the production process are dispersed across countries

in the region. The rise of such patterns of production has
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been facilitated by the unilateral liberalization of trade a major change in Japanese politics, ending long-term

and investment by governments in the region to attract control by the Liberal Democratic Party. While the DPJ

FDI. However, liberalization and the resulting pattern of proposed significant changes in economic policy in its
regional integration have been heavily concentrated in a election campaign, it remains too early to determine just
select number of industries (led by electrical machinery) what its economic policies will be in Japan. Japan has a
and are largely confined to a particular form of supply-side major problem, not just cyclically but structurally: a combi-

integration (production sharing), and the region continues nation of inadequate domestic demand and its unbalanced
to depend on external demand. composition—notably a high share of business investment

087 in only slowly growing GDP and a low share of consump-

Exports and Financial Shocks

Mary Amiti and David E. Weinstein
December 2009
http://hdl.handle.net/10022/AC:P:9180

tion but with little household saving. A further major con-
cern is the persistence of mild deflation for the foresee-
able future. Both suggest the need for significant further
macroeconomic stimulus to jump-start economic recovery
in order to generate full employment sustained growth.

A striking feature of many financial crises is the collapse
285

of exports relative to output. In the 2008 financial crisis,
The Great Realignment: How the Changing Technology

real-world exports plunged 17 percent while GDP fell 5
of Technological Change in Information Technology

percent. This paper examines whether the drying up of
Affected the U.S. and Japanese IT Industries, 1983-

trade finance can help explain the large drops in exports

) ) ! ) 1999
relative to output. Our paper is the first to establish a i ]
) o Ashish Arora, Lee G. Branstetter, and Matej Drev
causal link between the health of banks providing trade
September 2009

finance and growth in a firm's exports relative to its
_ http://hdl.handle.net/10022/AC:P:8170

domestic sales. We overcome measurement and endo-
geneity issues by using a unique data set, covering the This paper empirically shows that innovation in Information
Japanese financial crises of the 1990s, which enables us Technology (IT) has become increasingly dependent on and
to match exporters with the main bank that provides them intertwined with innovation in software. This change in the
with trade finance. Our point estimates are economically nature of IT innovation has had differential effects on the
and statistically significant, suggesting that trade finance performance of the United States and Japan, two of the
accounts for about one-third of the decline in Japanese largest producers of IT globally. We document this linkage
exports in the financial crises of the 1990s. between software'’s contribution in IT innovation and the
) ) differential innovation performance of U.S. and Japanese
Also, see page 16 for a comprehensive summary version ) ) !

electronics, semiconductors, and hardware firms. We col-

of this paper.
lect patent data from USPTO in the period 1980-2002

286

Japan's Deep Recession and Protracted Recovery

Hugh Patrick
November 2009
http://hdl.handle.net/10022/AC:P:8166

and use a citation function approach to formally show the
trend of increasing software dependence of IT innova-
tion. Then, using a broad unbalanced panel of the largest
U.S. and Japanese publicly listed IT firms in the period
1983-1999, we show that (a) Japanese IT innovation

. . , . relies less on software advances than U.S. IT innovation,
This paper discusses Japan's deep recession from sum- ) th : ; ;
the innovation performance of Japanese IT firms is
mer 2008 to spring 2009 and the recovery as of fall P P
) increasingly lagging behind that of their U.S. counterparts,
2009, considers near-term and longer-term prospects,
) L i ) particularly on IT sectors that are more software intensive,
and briefly addresses Japan's international economic rela- . .
and (c) that U.S. IT firms are increasingly outperformin
tions. The August 2009 Diet Lower House election victory X el | Ig y P : &
their Japanese counterparts, particularly in more software
by the opposition Democratic Party of Japan (DPJ) heralds P P P Y
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intensive sectors. The findings of this paper could provide
a fresh explanation for the relative decline of the Japanese
IT industry in the 1990s.

284

When Intellectual Property Management Changes
Management Perceptions: A Research Note on the
Invention of Proanthocyanidins

Ellie Okada

August 2009

http://hdl.handle.net/10022/AC:P:8165

This paper examines the perceptions of a scientist at a
global diversified company. | found that IP managers can
modify the cognitive biases of scientists, and bring them
to seek common assumptions with core business logics—
that is, find common ground. As a result, management can
frame existing capabilities in new ways using common
assumptions with scientists’ cognitions as led by the IP
management viewpoint. Organizations can then add new
strategic alternatives via innovation based on newly inter-

preted capabilities.
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Programs

THE NEW FINANCIAL ARCHITECTURE: JAPAN AND
THE UNITED STATES

uilding upon CJEB's “Program on Alternative
Investments,” which ran from 2002 to 2009, the
Center established a new program in July, 2009
titled, “The New Financial Architecture: Japan and the
United States.” The purpose of the program is to engage in
analytical and policy-oriented evaluations of major global
financial and economic issues and regulatory changes
through conferences, brainstorming sessions, and research

activities.

The program brings together distinguished finance and eco-
nomics professors at Columbia Business School and other
parts of the University with financial market participants
in the United States, Japan, Europe, and China. While it
focuses on the United States and Japan, the program is
designed to explore the broader context of the global finan-
cial system and its other major players. Past and future top-
ics for research and presentation include financial system
restructuring; development of national and international
regulatory systems; effective governance, supervision, and
monitoring; the operations of and interactions among spe-
cific financial markets; the relationships between finance
and macroeconomic performance; and the nature and role

of government and monetary policies.

Please visit pages 23 and 25 for highlights and photo-
graphs of CJEB events sponsored by “The New Financial
Architecture: Japan and the United States” program.

The program began with an initial three-year commitment
and is expected to develop and grow substantially beyond
that. Subject to funding, it will include two major confer-
ences each year, one at Columbia University and one in
Tokyo. To support the program initially, CJEB provided
seed money from its reserve fund for new programs and
administrative resources. The Center hopes to establish
a special lead corporate sponsor funding category for this
program and continues to seek a small number of appropri-
ate sponsors prepared to make significant annual commit-
ments for three years. We encourage anyone interested in

getting involved in this program to contact us.
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Events

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

Center's Web site: www.gsb.columbia.edu/cjeb. Speaker titles are current as of the event dates.

Coping with Crisis: Financial Policy in the U.S. and Japan
November 10, 2009; Columbia University

This conference was the inaugural event of CJEB's new program, “The New Financial Architecture: Japan and the United
States,” and it examined Japanese and American fiscal policies in light of the similarities between Japan's financial crisis
of the 1990s and the current crisis in the United States. As both crises were precipitated by bubbles in the real estate
markets, fueled by lax monetary policies, and facilitated by deregulation, one major issue addressed was how Japan's past
experience in coping with financial crisis could provide lessons for the United States. The speakers encouraged U.S. poli-
cymakers to learn from Japan and decisively undertake bold reforms of its banking and financial sectors in order to avoid
facing its own “lost decade.” Likewise, the speakers addressed the fact that, although Japan's 1990s crisis is over, the
country was still at the time facing its highest debt ever and had a government that seemed to be trying to spend its way
out of a bad economy. This conference was cosponsored by the Columbia University Economics Department's Program

for Economic Research.

Panelists:

Heizo Takenaka, Director, Global Security Research Takatoshi Ito, Visiting Professor, Finance and Economics
Institute, Keio University; former Minister of Internal Division, Columbia University; Professor, The University
Affairs and Communications; former Minister of State for of Tokyo

Privatization of the Postal Services ] )
Commentator: Merit E. Janow, Professor of International

Patrick Bolton, Barbara and David Zalaznick Professor of Economic Law and International Affairs, Columbia
Business, Columbia Business School University

Moderator: David E. Weinstein

Heizo Takenaka Alicia Ogawa (at center) Merit E. Janow
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From left to right: Ronald Gilson, Takatoshi Ito, Floyd Norris, Jacques Longerstaey, and Thierry Porte

The Quantitative Revolution and the Crisis: How Have Quantitative Financial Models Been Used and Misused?
December 4, 2009; Columbia University

This conference brought together academics and financial professionals to discuss the impact of the quantitative revo-
lution in financial markets and the challenges posed to exchanges, institutions, regulators, and other players. Speaker
critiques cut at the core of the Basel 2 international regulations, which permitted banks to create their own models

to value illiquid and risky assets. The conference was cosponsored by The Sanford C. Bernstein & Co. Center for
Leadership and Ethics.

Welcoming Remarks: Hugh Patrick

Keynote: “Models, Markets, and Crises” Adam Parker, Chief Investment Strategist and Director of
Donald MacKenzie, Professor of Sociology, University of Quantitative Research, Sanford C. Bernstein & Co. LLC
Edinburgh

Panel 2: “Why was the Financial Crisis Less Enduring in
Panel 1: “Does the Practice of Quantitative Finance Japan and Other Countries...This Time Around?”
Need to be Changed?”
Moderator: Paul Glasserman, Jack R. Anderson Professor
of Business, Columbia Business School

Moderator: Ronald Gilson, Marc and Eva Stern Professor
of Law and Business, Columbia Law School

’ Panelists:

Panelists:

Takatoshi Ito, Professor of Economics and Graduate

Emanuel Derman, Professor, Department of Industrial
School of Public Policy, The University of Tokyo

Engineering and Operations Research, Columbia

University Thierry Porte, Operating Partner, J.C. Flowers & Co. LLC
Daniel Beunza, Lecturer, The London School of Floyd Norris, Chief Financial Correspondent, The New
Economics and Political Science, Department of York Times

Management

Jacques Longerstaey, Executive Vice President and Chief
Kent Daniel, Director of Research, Goldman Sachs Risk Officer, State Street Bank

[

Paul Glasserman Emanuel Derman

Hugh Patrick
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Heizo Takenaka David Weinsatain

From left to right: Motohisa Furukawa, Heizo Takenaka, David E. Weinstein, and Takehiko Nakao

Coping with Change in Japan and the U.S.
April 20, 2010; Tokyo, Japan

CJEB's Tokyo spring conference was held at Roppongi Academyhills and served as the second major event in “The New
Financial Architecture: Japan and the United States” program. This conference focused on challenges to Japan's financial
market as well as realistic opportunities for economic recovery and growth. Toshihiko Fukui, former governor of the Bank
of Japan, gave a keynote speech on the next steps in the aftermath of the global financial crisis as well as his outlook for
Japan and other developed countries. Motohisa Furukawa, a senior leader from the Democratic Party of Japan's National
Policy Unit, gave a keynote speech as well, addressing administrative change and economic and fiscal policies in Japan
under the new government. Panel speakers discussed several key issues that these two economies face, including the
problems posed by the rise of mega banks, the role of risk management in financial institutions, the tensions between the
central bank and the government, and the role of the government bond markets when the budget deficits of both countries

are reaching historic proportions. This event was cosponsored by Academyhills.

Welcoming Remarks: Hugh Patrick Panel 2: Political Change and Economic Consequences
Introductory Keynote Speech: Toshihiko Fukui, President, Moderator and Commentator: David E. Weinstein

The Canon Institute for Global Studies; Former Governor, )
Keynote Speaker: Motohisa Furukawa, Member of the House

Bank of Japan ) ) )
of Representatives, Secretary General, National Policy

Panel 1: Financial Market Challenges and Opportunities Unit; Senior Vice Minister, Cabinet Office (Government

Moderator: Hugh Patrick Revitalization and Economic and Fiscal Policy)

Speakers: Panel 3: Realities of Economic Recovery and Growth

Tsutomu Horiuchi, Chief Financial Officer and Senior Moderator: Heizo Takenaka, Director, Academyhills;
Managing Director, Mori Building Co., Ltd. Director, Global Security Research Institute, Keio

o ] ) University
Alicia Ogawa, Adjunct Associate Professor, School of

International and Public Affairs (SIPA), and Senior Advisor, Speakers:

CJEB Robert A. Feldman, Managing Director, Morgan Stanley
Japan, Ltd.

Takafumi Sato, Senior Advisor, Promontory Financial

Group, LLC; Former Commissioner, Financial Services Takehiko Nakao, Director-General, International Bureau,

Agency, Japan Ministry of Finance, Japan

David E. Weinstein
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The Japan Project Meeting
June 25-26, 2010; Tokyo, Japan

In partnership with the National Bureau of Economic Research (NBER), the Center for Advanced Research in Finance

of The University of Tokyo, and the Australia-Japan Research Center, CJEB cosponsored The Japan Project Meeting.

David E. Weinstein organized this event with Professors Jenny Corbett, The Australian National University and Oxford

University; Charles Horioka, Osaka University; Takatoshi Ito, The University of Tokyo; and Anil Kashyap, the University of

Chicago. The following papers and topics were presented and discussed at this annual conference:

Exports and Financial Shocks
Authors: Mary Amiti, Federal Reserve Bank of New York;
David E. Weinstein

Discussant: Simon Johnson, MIT and NBER

Financial Distress and Industry Structure: An Inter-

Industry Approach to the “Lost Decade” in Japan

Authors: Kazuo Ogawa, Osaka University; Elmer Sterken,

University of Groningen; Ichiro Tokutsu, Kobe University
Discussant: lichiro Uesugi, Hitotsubashi University

Capital Injection, Restructuring Targets and Personnel

Management: The Case of Japanese Regional Banks

Authors: Jenny Corbett, Australian National University;
Kazuki Onji, Australian National University; David Vera,

Kent State University
Discussant: Joe Peek, University of Kentucky
Foreign Investor Activism in Japan: The First 10 Years

Authors: Yashushi Hamao, University of Southern
California; Kenji Kutsuna, Kobe University; Pedro Matos,

University of Southern California

Discussant: Chester Spatt, Carnegie Mellon University
and NBER

Shakedown: Economic Geography Meets the Kobe
Earthquake

Author: Chad Steinberg, International Monetary Fund

Discussant: Ralph Ossa, University of Chicago and NBER

Exit Strategies
Moderator: Jenny Corbett, The Australian National

University

Panelists: Kazumasa Iwata, Cabinet Office, Government
of Japan; Richard Jerram, Macquarie Group Ltd.; Peter

Morgan, Asian Development Bank Institute

Closely Competing Firms and Price Adjustment:

Evidence from an Online Marketplace

Authors: Takayuki Mizuno, Hitotsubashi University;
Makoto Nirei, Hitotsubashi University; Tsutomu Watanabe,

Hitotsubashi University

Discussant: Jeffrey Campbell, Federal Reserve Bank of

Chicago

Long-Term Effects of Labor Market Conditions on Family

Formation for Japanese Youths

Authors: Yuki Hashimoto, The University of Tokyo; Ayako
Kondo, Osaka University

Discussant: Daiji Kawaguchi, Hitotsubashi University

An Empirical Analysis of Entrant and Incumbent Bidding

in Electric Power Procurement Auctions
Author: Ayako Suzuki, Waseda University
Discussant: Flavio Menezes, University of Queensland

Economic Policy of the Present Government: A Theoretical

Analysis

Speaker: Yoshiyasu Ono, Cabinet Office and Osaka

University
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The New Post-Recession Paradigm
February 11, 2010; Japan Society, New York, NY

This symposium featured presentations on
the economic and business outlook for the
United States, Asia, Japan, and Europe.
Speakersincluded Susan Jansen, managing
director and head of U.S. Credit Research,
Nomura Securities International Inc.; Alicia
Ogawa; and David Resler, managing direc-
tor and chief economist, Nomura Securities
International, Inc. In the previous year, new

regimes had swept into power in both the

From left to right: Susan Jansen, Alicia Ogawa, David Resler, and Leslie Norton United States and Japan, with financial
industry regulatory reform playing a key role in the two countries; the panelists shared their views on the shape of regula-
tory reform, what it means for business, and the role of politics in the creation of new rules. Leslie Norton, the Asia foreign
editor for Barron's, moderated the symposium, which was also cosponsored by the Japan Society, the Women's Bond

Club, and Nomura Holding America Inc.

Entrepreneurship in Japan
April 6, 2010; Columbia University
The 11th Annual Mitsui USA Foundation Symposium

Three panelists gave their views on entrepreneurship in Japan: Ernest Higa, chairman and CEO , Higa International Co.,
Ltd.; Atsushi Imuta, founder and CEO, RISA Partners, Inc.; and Kohei Nishiyama, founder and CEO, elephant design co.,
Itd. The panelists spoke about the difficulties of starting a business, especially in a culturally risk-averse country such as
Japan, where large corporations are dominant. They agreed that there is, however, a generational difference in attitude
toward entrepreneurship in Japan; the current environment is more favorable to starting one's own company, although
the climate is not as hospitable as it is in the United States. This change is partly because financial and human capital are
both more liquid, and the Internet and other technologies are easily or cheaply available. Professor Murray Low, director,
The Eugene Lang Entrepreneurship Center and professor, Columbia Business School, served as moderator for this event,
which was cosponsored by the
Jerome A. Chazen Institute
of International Business and
the Lang Center, in addition
to the Mitsui USA Foundation.
This symposium was the first
in a new series of symposia
on global entrepreneurship in

various countries.

A |

From left to rightL: Murray Low, Ernest Higa, Kohei Nishiyama, Seiro Yano (Mitsui USA Foundation),
Shinichi Hirabayashi (Mitsui USA Foundation), Hugh Patrick, and David E. Weinstein
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Japan's Historic Election: Cause and Consequence
September 24, 2009; Columbia University

Gerald L. Curtis, Burgess Professor of Political Science, Columbia University, gave a special lecture on Japan's politi-
cal situation as he has done annually for five years. It took place roughly one week into the Democratic Party of Japan's
(DPJ's) new administration led by Prime Minister Yukio Hatoyama. Professor Curtis expounded on the logic behind the
DPJ’s historic triumph over the Liberal Democratic Party, which enjoyed more than 50 years of nearly uninterrupted rule,
and analyzed some of the challenges the new DPJ majority may face in power. Although the DPJ ran on a platform of
eliminating highway tolls and implementing child allowances to halt population decline, Professor Curtis pointed out that
neither these issues, nor the party and its candidates themselves, were truly responsible for the DPJ's victory. Rather,
widespread discontent with the LDP, particularly among rural constituencies, and a fervent desire for change caused the
historic results. The new DPJ majority was taking advantage of this desire for change to alter the underpinnings of the
Japanese political system by shifting power from prominent bureaucrats back to the prime minister and elected officials.
Ultimately, Professor Curtis predicted, Prime Minister Hatoyama's success would depend on his ability to resist pressures

from vested interests and bureaucrats and build consensus across party lines.

Professor Patrick moderated the event, which was cosponsored by the Weatherhead East Asian Institute (WEAI).

The Great Crash of 2008 and China
October 26, 2009; Columbia University

Ross Garnaut, professorial fellow at the University of Melbourne and former Australian Ambassador to China, spoke about
the effect of the 2008 economic crisis on China. He addressed China's economic position leading up to the crisis, the
country's subsequent response to the crisis, and the long-term implications of the crisis for China and the global political

economy.

Professor Garnaut argued that China's role in global trade imbalances fostered the boom of recent years in the
“Anglosphere,” as he calls the major English-speaking industrial powers of the world. Garnaut believes that the succeeding
economic downturn took China by surprise; as late as August 2008, the People's Bank was still contracting the money
supply in reaction to inflation. However, between late September and early October of the same year, the manufacturing
export business came to a standstill as factories laid off thousands of workers due to a near-total drop-off in interna-
tional orders. Although China's banks were spared much of the devastation that Wall Street and London experienced,
the government quickly implemented a massive fiscal stimulus, including a huge monetary expansion. Professor Garnaut
believes that in the future the world will no longer have the same mechanisms of transferring wealth from East Asia to
the Anglosphere. Instead, within the next 10 to 30 years, he envisions the development of a quadri-polar world between
China, India, the EU, and the United States.

Professor Patrick moderated this event, which was cosponsored by WEAI and the APEC Study Center.

Economic Recovery and Growth in Asia and the Pacific
November 23, 2009; Columbia Business School

Haruhiko Kuroda, the president of the Asian Development Bank (ADB), gave this lecture in CJEB's Distinguished
Leader Lecture Series. As Japan's vice minister of finance, Mr. Kuroda was instrumental in the creation of the $30 bil-
lion Miyazawa Initiative as well as the Chiang Mai Initiative, separate responses to the Asian financial crisis of the late
1990s. Mr. Kuroda explained that the collapse in global demand hit Asia’s exports hard, and trade-dependent economies,

particularly the newly industrializing economies and several important Southeast Asian economies, suffered the largest
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declines. However, the region has proven resilient in part due to Asian banks’ limited exposure to toxic U.S. subprime
assets. Moreover, the banks that emerged from the Asian financial crisis of the 1990s are generally well run and were

poised for a quick recovery.

Ultimately, this current financial crisis is also a great opportunity for Asian nations by allowing them to act as leading
economic policy advocates through the G20 and to absorb some of the more exclusive G7's power. Shang-Jin Wei, the
N. T. Wang Professor of Chinese Business and Economy and director of the Jerome A. Chazen Institute of International
Business at Columbia Business School, was the commentator. He asked whether global surveillance mechanisms were

focusing on the right things before this economic crisis.

Professor Weinstein moderated the talk, which was cosponsored by Columbia University's APEC Study Center and

Columbia Business School's student Asian Business Association and Japan Business Association.

Still More Lessons from the Financial Crisis
December 7, 2009; Columbia University
A World Leaders Forum Event

William C. Dudley, president and CEO of the Federal Reserve Bank of New York (“the Fed"), delivered a keynote address
in Low Rotunda on the comprehensive measures taken by the Fed in response to the global financial crisis. David E.
Weinstein and Lee C. Bollinger, the University's president, introduced Mr. Dudley. President Bollinger explained that Mr.
Dudley is one of the people best equipped to discuss the financial crisis given his role as the Fed's envoy to Wall Street
and as the primary manager of the Fed's more than $2 trillion balance sheet. As vice chairman and a permanent member
of the Federal Open Market Committee (FOMC)—the body responsible for U.S. monetary policy—Mr. Dudley is also a key

figure in managing the money supply.

Mr. Dudley began by saying the Fed's actions over the past two and a half years have been critical to stabilizing the
financial system and preventing the extraordinary stress in markets from causing a deeper and more protracted economic
downturn. However, he admitted that regulators could have done more to prevent the crisis, including increased supervi-
sion of corporate banking practices such as risk management and compensation. The Fed should also have pushed harder
for better management information systems and more simplified corporate organizations and structures. Going forward,
the Fed hoped to ensure that compensation structures curb rather than encourage excessive risk-taking by seeking a
framework that embeds compensation more deeply into the supervisory process. The speaker also addressed recent
criticisms of the Fed, admitting that while some were fair, others were off the mark. He predicted a moderate economic

recovery in 2010.

Michael Woodford, John Bates Clark Professor of Political Economy at Columbia's Department of Economics, moderated
the question-and-answer session after the conclusion of Mr. Dudley’s speech. The Program for Economic Research at

Columbia's Department of Economics cosponsored this event.
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hroughout the year the Center collaborates with the Weatherhead East Asian Institute (WEAI) and other
Columbia organizations to organize seminars for the lunch hour. The following talks were held during the
2009-2010 year:

Global Crisis and Exchange Rates in East Asia
November 5, 2009; Columbia University

Takatoshi Ito, professor at the Graduate School of Economics, The University of Tokyo, and former deputy vice minister
for International Affairs at Japan's Ministry of Finance, spoke about the effect of the recent global financial crisis on East
Asian currencies. Professor Ito first pointed out that during the height of the recent financial crisis, no Asian countries
went to the IMF for assistance, nor suffered serious strains on their currencies. Given this background, he focused his
talk on what happened during the financial crisis, the movement and level of volatility in East Asian currencies after mid-
September 2008, and the prospects for currencies in the short and long term. Professor Ito explained that the Asian
economic slowdown was caused by financial spillovers, which impacted Asian exports, rather than by disadvantageous
exchange rates (except for the South Korean won). He also maintained that after the Asian financial crisis of 1997, Asian
countries learned lessons that allowed them to protect most of their financial institutions from liquidity loss. Professor Ito
expressed concern that U.S. officials believe the worst of the recession is over and that they will treat financial markets
the same as before the crisis—increasing interest rates prematurely and thus slowing down the recovery. He also recom-
mended that U.S. officials pressure China to appreciate its currency by de-pegging the RMB from the USD, which would

prevent China’'s economy from overheating and reduce its trade surplus.

This talk was moderated by Professor Patrick and cosponsored by Columbia University's APEC Study Center and WEAI

as part of a series on “The Global Financial Crisis: Responses from East and Southeast Asia.”

Policy Responses to Bubbles in Japan and the U.S.
November 16, 2009; Columbia University

David E. Weinstein discussed monetary policy responses of central banks to recent bubbles in the United States and
Japan. Specifically, he examined lessons from the 1989 Japan bubble and their application to the current financial crisis.
Comparing the activity on the Nikkei 225 and the S&P 500 exchanges, Professor Weinstein observed that, over a 10-year
period, the returns of the two exchanges were remarkably similar: both crises first percolated in the housing sector and
expanded later into other areas of the economy. Despite these similarities, the policy responses by the Bank of Japan
and the U.S. Federal Reserve were quite different. In the United States, after the economic downturn was identified as a
recession, the Federal Reserve quickly slashed interest rates to almost O percent, whereas the Bank of Japan took a more
gradual approach to lowering interest rates. Also, because of the difference between the two countries’ financial systems,
the Bank of Japan was able to artificially stabilize the unemployment rate by subsidizing wages throughout Japan'’s “lost
decade,” while the U.S. crisis moved swiftly throughout the economy. Professor Weinstein also compared the effects of
the current financial crisis on Japan and the United States and noted that while Japan has begun to recover the earliest

of the major OECD economies, it has a much greater GDP loss percentage to overcome.

This talk was moderated by Professor Patrick and cosponsored by Columbia University's APEC Study Center and WEAI

as part of the “Global Financial Crisis” series.

30 CJEB Annual Report 2009-2010 | www.gsb.columbia.edu/cjeb



Japan's Economy and Politics after Its Historic Election
December 3, 2009; Columbia University

Shijuro Ogata, former deputy governor for International Relations of the Bank of Japan, discussed two recent momentous
events in Japan's history: Japan's sharp economic downturn at the end of 2008 and beginning of 2009 and the August
2009 general election. Ogata said that the economic downturn illustrated the collapse of Japan's monoculture economy,
which was heavily dependent on exporting manufactured goods. While this export-oriented trade was the driving force
for Japan's economic growth from 2002 to 2007, it also led to global trade imbalances. Moreover, Japan's dependency
on exports left it vulnerable to the slowing economic conditions of other countries. This export-led growth combined with
reductions in public spending enacted under the Koizumi cabinet created a growing regional disparity between areas in
which export industries were located and regions dependent on public investment. This disparity and the recent rises in
unemployment were two of the main economic issues that factored into the outcome of the general election. Although the
DPJ emerged victorious in 2009, Ogata argued that the people mainly desired change from the LDP rather than change
for the DPJ, and the DPJ will have to prove its governing capability. In his discussion, Ogata urged the DPJ to implement
its election pledges gradually and flexibly over their four years in power due to their limited financial resources. He cau-
tioned that while currently focused on financial recovery, the DPJ should also prepare for fiscal consolidation once the
economy improves. Ogata also believed that the DPJ should expand policies around the working power of women, older
citizens, and foreign laborers to ease the pressures caused by the rapidly aging population. Ultimately, Ogata was enthu-
siastic about the peaceful transfer of power from the LDP to the DPJ—a momentous occasion that served to authenticate

Japan's democracy.

This talk was moderated by Professor Patrick and cosponsored by WEAI.

The New DPJ Government and the Future of U.S.-Japanese Relations
December 10, 2009; Columbia University

Shinichi Kitaoka, of the Faculty of Law and Graduate School of Public Policy at The University of Tokyo and former ambas-
sador and deputy permanent representative of Japan to the United Nations, shared his thoughts regarding the new DPJ
government of Japan. Professor Kitaoka explained that foreign policy under the DPJ may drastically differ from that
under LDP rule. He noted that Japanese Prime Minister Yukio Hatoyama has been criticized for seeking a more equitable
relationship with the United States. However, Professor Kitaoka argued that the security relationship between the two
nations is substantively unequal since the United States protects Japan, but Japan does not protect the United States
(it only provides bases). The logical follow-up question, then, is, what would greater equality mean? Common sense would
indicate a greater military buildup on the part of Japan, but it is unlikely that this is what Mr. Hatoyama meant. Regarding
the recent tension over the relocation of the U.S. Marine Corps Air Station Futenma on the island of Okinawa, Professor
Kitaoka commented that it seemed as if Secretary of Defense Robert Gates was ordering Japan to accept the base. Mr.
Hatoyama later intervened to state that he would make the final decision on the base's location. Finally, Professor Kitaoka
also touched upon the idea of an East Asian community, to which Mr. Hatoyama is very dedicated; however, he has not yet
elaborated on its details. Mr. Hatoyama has indicated that he wants this body to include not just East Asian nations, but

India and Australia as well. His general goal appears to be to deepen Japan's relationships with other Asian countries.

Gerald L. Curtis, Burgess Professor of Political Science at Columbia University, moderated the talk. It was cosponsored

by Columbia University's School of International and Public Affairs (SIPA).
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Asia’s Recovery and Macroeconomic Policy Changes
April 22, 2010; Columbia Business School

Jong-Wha Lee, chief economist of the Asian Development Bank (ADB), spoke to more than 50 people at a lunchtime semi-
nar at Columbia Business School. Dr. Lee is the ADB's chief spokesperson on economic forecasts and trends and oversees
the Economics and Research Department. He came to the ADB with more than 20 years of professional experience in
economics and academia, as he worked as economist at the International Monetary Fund, taught at Harvard University
as a visiting professor, and served as director of the International Center for Korean Studies and professor of economics
at Korea University. Dr. Lee has also worked as a consultant to the Harvard Institute for International Development, the
Inter-American Development Bank, the International Monetary Fund, the United Nations Development Programme, and
the World Bank. Dr. Lee discussed Asia's role as the global leader in the current economic recovery and outlined some of

the macroeconomic policy challenges that face the region.

This talk was moderated by Shang-Jin Wei, director of the Jerome A. Chazen Institute of International Business and N. T.
Wang Professor of Chinese Business and Economy at Columbia Business School, and was cosponsored by the Chazen
Institute and the ADB.

Presentation by Economists from the Japan Center for Economic Research
March 11, 2010; Columbia Business School

A group of economists in a special training program at the Japan Center for Economic Research (JCER) visited the
Business School on March 11, 2010, to present their 10-year forecast for 2010-2020. Tatsuya Urita and Daisuke
Tanaka, two of the economists, discussed the findings of the Center's forecast, including Japanese unemployment rates,
GDP growth rates and yen/U.S. dollar exchange rates, and their implications for Japan in this ongoing period of significant

political and economic change. Professor Patrick served as discussant.

Columbia University Alumni Medal Ceremony for Hajime Kosai
May 18, 2010; Columbia Business School

Hajime Kosai, 1996 alumnus of Columbia Business School, received the
University's Alumni Medal at Commencement on May 18, 2010. Mr.
Kosai has served Columbia as a liaison among the Columbia University
Alumni Association of Japan, the Graduate School of Business, and the
Columbia Alumni Association. He has been an active supporter of CJEB.
Through his organization of events, ranging from lecture series to popu-
lar receptions in Tokyo, he has substantially increased association mem-
bership and involvement and re-energized the Columbia alumni network

both in Japan and globally. Mr. Kosai has also served the University as

an ambassador for the Business School and has interviewed prospec-

tive M.B.A. students for more than 13 years. He formerly served as a Columbia Trustee George Van Amson (left) and
Hajime Kosai (right)

division manager for business development at Starbucks Coffee Japan

Ltd. and was recently named director of supply chain management for McDonald's Company Japan Ltd. Mr. Kosai lives

in Tokyo with his wife and their two-year-old twins. CJEB was one of the main nominators to the University of this award

to Mr. Kosai.
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Faculty Support

JEB endeavors to support Columbia Business

School faculty members by serving as an entree

to Japan's business, professional, academic, and
cultural worlds and by helping professors incorporate
Japan into their research and teaching. The Center funds
Japan-related research and seeks 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. The Center
also uses its extensive network of Japanese corporate
contacts to arrange for speakers from the private sector

to talk in Columbia Business School classes.

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

to Japan.

Interested faculty members should contact Caroline

Hasegawa, CJEB director for administration.

This year, the Center helped send four Columbia Business

School faculty members to Japan on short trips.

Michael Morris, Chavkin-Chang Professor of Leadership
Management, went to Japan on a one-week program orga-
nized 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
economic advisor and corporate fellow in international eco-
nomics 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.

Brett Gordon, assistant professor of marketing, went to
Japan with support from the Center as the faculty leader
of the 2010 Chazen International Study Tour to Japan,
which Japan Business Association students organized and
CJEB cosponsored. On the trip, students and Professor
Gordon visited a wide variety of Japanese corporations in
an effort to learn more about the business practices and

culture of the country.

Wouter Dessein, Eli Ginzberg Professor of Finance and
Economics, and Tim Baldenius, Roy Bernard Kester and T.
W. Byrnes Professor of Accounting and Auditing and chair
of Accounting Division, also traveled to Japan to conduct
research on organizational structure at Japanese compa-
nies. They are studying incentive systems and organiza-
tional architecture as well as interdivisional relationships.
In addition, they are looking at global business strategies.
Companies they met with include Omron, Kirin, and Mitsui
& Co., Ltd.

Columbia Business School faculty also often partici-
pate as speakers or panelists for various CJEB events.
Patrick Bolton, Barbara and David Zalaznick Professor
of Business, was a featured panelist at the Center's
November 2009 panel discussion "Coping with Crisis:
Financial Policy in the U.S. and Japan.” Shang-jin Wei,
N. T. Wang Professor of Chinese Business and Economy
and Business Responsibility, served as commentator at
the Center's event in November 2009 on the topic of
economic recovery and growth in Asia and the Pacific.
Bruce Kogut, Sanford C. Bernstein & Co. Professor of
Leadership and Ethics and director, Sanford C. Bernstein
& Co. Center, Columbia Business School, gave the keynote
speech for “The Quantitative Revolution and the Crisis:
How Have Quantitative Financial Models Been Used and

Misused?” in December 2009. Murray Low, director of
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the Business School's Eugene Lang Entrepreneurship
Center, moderated CJEB's 11th Annual Mitsui Symposium,
“Entrepreneurship in Japan”in April 2010.

Infall 2009, CJEB brought Takatoshi Ito of The University
of Tokyo to Columbia University as a visiting professor.
Professor Ito, a prominent Japanese economist, taught an
extremely well-received course entitled “Asian Financial
Markets" to M.B.A. students and students from Columbia’s
School of International and Public Affairs. He also partici-
pated actively in center conferences and other events dur-
ing his stay. CJEB looks forward to collaborating further

with Professor Ito in the near future.
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Hugh Patrick is director of CJEB, codirec-
tor of Columbia’'s APEC Study Center, and
R. D. Calkins Professor of International

Business Emeritus. Hejoined the Columbia

faculty in 1984 after some years as pro-
fessor of economics and director of the Economic Growth
Center at Yale University. He completed his B.A. at Yale in
1951, 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 professional publications include 16 books and some 60
articles and essays. His major fields of published research on
Japan include macroeconomic performance and policy, bank-
ing and financial markets, government-business relations,
and Japan-U.S. economic relations. His most recent book,
co-authored and co-edited with Takatoshi Ito and David
E. 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-United States
Economic Relations Group appointed by President Jimmy
Carter and Prime Minister Masayoshi Ohira, 1979-1981.
He is on the Board of Directors of the U.S. Asia Pacific
Council and has been a member of the Council of Foreign
Relations since 1974. He chairs the Finance Committee for
the Association of Asian Studies. 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 Zuihosho). He was awarded an honorary
doctorate of Social Sciences by Lingnan University, Hong
Kong, in 2000.

David E. Weinstein is the Carl S. Shoup
Professor of the Japanese Economy at
Columbia University. He is also the asso-

ciate director for research at the Center

on Japanese Economy and Business,
executive director of the 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 at the Federal Reserve Bank of New
York and a consultant for the Federal Reserve Bank of San
Francisco and the Federal Reserve Board of Governors. Prior
to joining the Columbia faculty, Professor Weinstein was
the Sanford R. Robertson Associate Professor of Business
Administration at the School of Business Administration
at the University of Michigan and an associate professor
of economics at Harvard University. He also served on the
Council of Economic Advisors from 1989 to 1990. His
teaching and research interests include international eco-
nomics, 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. from Yale University. He is the recipi-
ent of numerous grants and awards, including four National
Science Foundation grants, an Abe Fellowship, and a Japan

Foundation Fellowship.
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Caroline Hasegawa is director for
administration at CJEB, having joined
the Center in February 2010. Before
coming to Columbia Business School,
she worked at Columbia University's

Weatherhead East Asian

Institute,
developing international programs and symposia. Prior to
that, she lived in Japan for three years, teaching English to
middle school students and leading community-wide edu-
cation programs with the Japan Exchange and Teaching
(JET) Programme. She earned her B.A. from Carleton
College in art history, with a focus on East Asian art, and
her M.F.A. in creative writing at the University of Arizona.

She continues to visit Tokyo regularly.

Alicia Ogawa is senior advisor at
CJEB and led the CJEB Program on
Alternative Investments from 2006 to
2009. Until 2006, she was managing

director at Lehman Brothers, where

she was responsible for managing the
firm's global equity research. She is also an adjunct
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, hav-
ing 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.

Officers (in alphabetical order)

Emiko Mizumura
Assistant Director for Programs
B.A., American and English Literature,

Otsuma University

Ryoko Ogino
Associate Director for Administration
B.A., Human Relations in Multinational Organizational

Settings, State University of New York, Buffalo

Tamaris Rivera

Senior Administrative Coordinator

B.A., English, Wesleyan University

M.S. Candidate, Information and Digital Resource

Management, Columbia University

Kahori Takahashi

Senior Program Coordinator

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
M.S. Candidate, Sustainability Management,

Columbia University

Japan Representative, Tokyo

Terumi Ohta
B.A., Tsukuba University
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Interns

Amin Ghadimi
B.A. candidate, East Asian Languages and Cultures,

Columbia University

Samantha Lassoff
B.A., East Asian Languages and Cultures,

Columbia University

Katherine Marshall
B.A. candidate, East Asian Languages and Cultures,

Columbia University

Kevin Nolan

B.A., Economics and Statistics,

Columbia University

With special thanks to recent team members:

Jennifer Olayon
Former Senior Program Officer
B.A., Transnational Perspectives in Design,

University of Connecticut

Virginia Woods
Former Director for Administration

B.A., Princeton University, East Asian Studies

M.A., Writing Seminars, The Johns Hopkins University

From left to right: Andy Wanning, Emiko Mizumura, Ryoko Ogino, Kahori Takahashi, Tamaris Rivera, Caroline Hasegawa
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Gerald L. Curtis is Burgess Professor
of Political Science at Columbia
University, concurrently visiting pro-
fessor at Waseda University, and for-
mer director of Columbia University's
Weatherhead East Asian Institute. He

is the author of numerous books and articles published in
both English and Japanese on Japanese politics, govern-
ment, and foreign policy and U.S.-Japan relations. His
book Politics and Sanma: 45 Years of Life with Japan
was published in Japanese in 2009 by Nikkei BP. He cur-
rently divides his time between Columbia University and
Tokyo, where he is active as a columnist, speaker, and
writer on Japanese domestic affairs and international
relations. Professor Curtis has held appointments at the
Royal Institute of International Affairs, Chatham House,
London; the College de France, Paris; the Lee Kuan Yew
School of Public Policy, Singapore; and in Tokyo, at Keio
and Tokyo University, 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 hon-
ors, 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, and the Council on Foreign
Relations and is on the Board of Directors of the U.S.-

Japan Foundation.

Robert E. Fallon came to Columbia
Business School as an adjunct pro-
fessor 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 suc-
cessfully led a wholesale 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,

Professor Fallon was an international banker with JP

Morgan Chase, where he was head of global financial ser-
vices. Prior to this appointment, he was resident in Tokyo
as Asia-Pacific division head, where he was responsible
for Chase’s activities in 13 different countries across the
region. Professor Fallon's research interests include inter-
national banking and Asian financial and economic affairs.
He lived in Asia for 31 years and enjoys myriad contacts
across a wide spectrum of government, 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 investment banking and man-
agement positions in Tokyo. Subsequently, he assumed
Asia regional responsibility with Drexel Burnham Lambert
and Bankers Trust Company before joining Chase in 1992.
Professor Fallon has 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. Professor Fallon is
currently a director of the Japan Society, director of the
Korea Society, trustee of the Ohio University Foundation,
and chairman of CIEE, Inc. 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.

Glenn Hubbard was named dean of
Columbia Business School on July 1,
2004. A faculty member since 1988,
he is the Russell L. Carson Professor of

Finance and Economics. Dean Hubbard

earnedhisB.A.andB.S. degreessumma
cum laude from the University of Central Florida, where he
received the National Society of Professional Engineers
Award. He also has A.M. and Ph.D. degrees in economics
from Harvard University. After graduating from Harvard,
Dean Hubbard began his teaching career at Northwestern
University, moving to Columbia Business School 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. Dean Hubbard also
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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, Dean Hubbard
is the author of two leading textbooks on money and finan-
cial markets as well as co-author of Healthy, Wealthy &
Wise: Five Steps to a Better Health Care System and The
Aid Trap: Hard Truths About Ending Poverty. His commen-
taries have appeared in BusinessWeek, The Wall Street
Journal, The New York Times, the Financial Times, The
Washington Post, Nikkei, and the Daily Yomiuri, as well
as on television (PBS's Nightly Business Report) and radio
(NPR's Marketplace). In government, Professor Hubbard
served as deputy assistant secretary 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 corpo-
rate sector, he is a director of ADP, BlackRock Financial,

KKR Financial Corporation, and Met Life, Inc.

Merit E. Janow is professor of interna-
tional economic law and international
affairs at Columbia University's School
of International and Public Affairs. She

is director of the International Finance

and Economic Policy program at SIPA
and codirector of Columbia's APEC
Study Center. Pro-fessor Janow teaches graduate cours-
es 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 fac-
ulty of Columbia University's Weatherhead East Asian
Institute. 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 international trade disputes
between countries that are members 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 repre-
sentative 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 toward Japan and China. Prior
to her tenure in government, she was an associate at
Skadden, Arps, Slate, Meagher & Flom, specializing in cor-
porate mergers and acquisitions. She is a member of the
Board of Directors of the Japan Society, chairman of the
Nasdag 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 the author of three books and numer-

ous articles and is fluent in Japanese.

Curtis J. Milhaupt is the Fuyo Professor
of Japanese Law, Parker Professor of
Comparative Corporate Law, and Vice
Dean at Columbia Law School. He is
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, 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
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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 profes-
sor 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 business 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 and five years on the Law

School faculty at Washington University in St. Louis.

Joseph E. Stiglitz is University
Professor at Columbia University
and chair of Columbia University's
Committee on Global Thought. He is

also the cofounder and executive direc-

tor of the Initiative for Policy Dialogue
at Columbia. A graduate of Amherst
College, he received his Ph.D. from MIT in 1967, became
a full professor at Yale in 1970, and in 1979 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. In 2008 he was asked by
French president Nicolas Sarkozy to chair the Commission
on the Measurement of Economic Performance and Social
Progress, which released its final report in September
2009. In 2009, he was appointed by the president of

the UN General Assembly as chair of the Commission

of Experts on Reform of the International Financial and
Monetary System, which also released its report in
September 2009.

Professor Stiglitz holds a part-time appointment at the
University of Manchester as chair of the Management
Board and Director of Graduate Summer Programs at
the Brooks World Poverty Institute. He serves on numer-
ous other boards, including Amherst College's Board of
Trustees and Resources for the Future. Professor Stiglitz
helped create a new branch of economics, “The Economics
of Information,” exploring the consequences of informa-
tion asymmetries and pioneering such pivotal concepts
as adverse selection and moral hazard, which have now
become standard tools not only of theorists, but of policy
analysts. He has made major contributions to macroeco-
nomics and monetary theory, to development economics
and trade theory, to public and corporate finance, to the
theories of industrial organization and rural organiza-
tion, and to the theories of welfare economics and of
income and wealth distribution. In the 1980s, he helped
revive interest in the economics of R&D. His work has
helped explain the circumstances in which markets do not
work well, and how selective government intervention can
improve their performance. Recognized around the world
as a leading economic educator, he has written textbooks
that have been translated into more than a dozen languag-
es. He founded one of the leading economics journals, The
Journal of Economic Perspectives. His book Globalization
and Its Discontents (W. W. Norton, 2001) has been trans-
lated into 35 languages, besides at least two pirated
editions, and in the nonpirated editions has sold more
than one million copies worldwide. Other recent books
include The Roaring Nineties (W. W. Norton); Towards
a New Paradigm in Monetary Economics (Cambridge
University Press) with Bruce Greenwald; Fair Trade for All
(Oxford University Press), with Andrew Charlton; Making
Globalization Work (W. W. Norton and Penguin/Allen Lane,
2006); and The Three Trillion Dollar War: The True Cost
of the Irag Conflict (W. W. Norton and Penguin/Allen Lane,
2008), with Linda Bilmes of Harvard University. His new-
est book, Freefall: America, Free Markets, and the Sinking
of the World Economy, was published in January 2010 by
W. W. Norton and Penguin/Allen Lane.

Hugh Patrick and David E. Weinstein are also members of

the Center's core faculty; their profiles are on page 35.
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Tim Baldenius

Roy Bernard Kester and T. W. Byrnes Professor of
Accounting and Auditing

Chair of Accounting Division

Columbia Business School

Charles Calomiris
Henry Kaufman Professor of Financial Institutions
Columbia Business School

Fangruo Chen
MUTB Professor of International Business
Columbia Business School

Wouter Dessein
Eli Ginzberg Professor of Finance and Economics
Columbia Business School

Robert Hodrick
Nomura Professor of International Finance
Columbia Business School

Hisashi Arai
Mitsui Sumitomo Insurance Co., Ltd.
July 2009-June 2010

Masahiko Ishida
Mori Hamada & Matsumoto Law Firm
September 2009-August 2010

Fumiaki lwase
RISA Partners, Inc.
January 2010-May 2010

Hiroko Kado

Ministry of Economy, Trade and Industry
(METI)

September 2009-May 2010

Merit Janow

Professor, International Economic Law and International
Affairs, School of International and Public Affairs
Columbia University

Bruce Kogut

Sanford C. Bernstein & Co. Professor of Leadership and
Ethics

Director, Sanford C. Bernstein & Co. Center for
Leadership and Ethics

Columbia Business School

Hugh Patrick

Robert D. Calkins Professor of International Business
Emeritus

Director, Center on Japanese Economy and Business
Columbia Business School

David E. Weinstein

Carl S. Shoup Professor of the Japanese Economy
Columbia University

Associate Director for Research, Center on Japanese
Economy and Business

Columbia Business School

Taro Kajioka
RISA Partners, Inc.
May 2009-August 2009

Sachiko Matsuura
Aoyama Gakuin University
April 2009-March 2010

Akira Ono
Ministry of Finance
July 2008-July 2010

Naotsune Tanino
RISA Partners, Inc.
September 2009-December 2009
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Joint Fellows with CJEB and WEAI

Hirofumi Maki
Development Bank of Japan
July 2009-June 2010

Mitsuru Nomura
Bank of Japan
June 2009-May 2010

Kazumasa Okubo

Senior Visiting Research Associate
Ministry of Finance

July 2008-July 2010

he Center benefits from ongoing collaboration with Japan specialists from institutions other than Columbia, prin-

cipally within the United States. Research associates are invited to communicate their research through participa-

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

Christina Ahmadjian

Dean

Graduate School of International Corporate Strategy
Hitotsubashi University

Masahiko Aoki

Henri and Tomoye Takahashi Professor of Japanese
Studies Emeritus

Department of Economics

Stanford University

Schon Beechler
Academic Director

Duke Corporate Education

Lee Branstetter

Associate Professor of Public Policy and Economics

Heinz College, School of Public Policy and Management
and Department of Social and Decision Sciences

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

Head, East Asia Bureau of Economic Research and East
Asia Forum

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
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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

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

Department of Economics

Colgate University

Kenneth Kuttner
Professor of Economics
Department of Economics

Williams College

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
Senior Fellow

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

Deputy Provost for the Social Sciences

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

CJEB Annual Report 2009-2010

43



Professional Fellow appointment at the Center
recognizes former government officials and busi-
ness leaders who have had distinguished careers
in economics-related fields. This position facilitates his or

her ongoing involvement with CJEB and its activities.

Patricia Hagan Kuwayama has been
studying the Japanese economy since

% she was a graduate student in the

1960s, completing a doctoral disser-

il & L —

tation 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 inter-
national 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
1986, Dr. Kuwayama was with the Federal Reserve Bank
of New York, serving in various research and manage-
ment 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 vis-
iting professor at Keio University in Tokyo and at Kobe
Gakuin University. Dr. Kuwayama has written widely about
Japanese macroeconomic policy, balance of payments
issues, and financial institutions, including the postal sav-
ings 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. She actively participates

in the CJEB Visiting Fellow seminars.

Shijuro Ogata is the former deputy gov-
ernor of the Japan Development Bank
and the former deputy governor for
international relations of the Bank of
Japan. He also served as the nonex-
ecutive 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
New York Stock Exchange, Inc.; deputy chairman of the
Trilateral Commission. Mr. Ogata is an emeritus member
of the Group of Thirty. He has an ongoing appointment as
a Professional 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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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

Susumu Kato

President and CEO, Sumitomo Corporation

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

Yuzaburo Mogi
Chairman and CEQ, 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

CJEB mourns the loss of the
Honorable Robert S. Ingersoll, who
had served as a member of CJEB's
International Advisory Board since
its inception in 1986. Mr. Ingersoll
was the chairman and chief execu-
tive officer of BorgWarner, an
automotive product manufacturer
conglomerate. Given his international business experi-
ence, he was selected as U.S. Ambassador to Japan in
1972—the first businessperson selected to this post
since World War ll—and served until 1973, when he was
appointed Assistant U.S. Secretary of State for East
Asian and Pacific Affairs from 1973 to 1974, and then
Deputy Secretary of State from 1974 to 1976. He was
chairman of the Japan Society from 1978 to 1985. He
also served on numerous other boards of corporations,
foundations, and arts and educational institutions. Mr.
Ingersoll was born in Galesburg, Illinois, in 1914, and
graduated from Yale in 1937. Given his background and
deep interest in Japan and U.S.-Japan business and eco-
nomic relations, Mr. Ingersoll played an instrumental role

in the initial planning for and early success of CJEB.
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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, includ-
ing the Chazen International Study Tour to Japan and also
introduced new initiatives. Several student clubs, includ-
ing JBA, served as cosponsors and co-organizers of many
CJEB events.

The 2010 Chazen International Study Tour to Japan
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. This year, Professor Patrick
provided an overview of the Japanese economy at the
group’s predeparture meeting. Forty M.B.A. students
along with Business School Professor Brett Gordon trav-
eled 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 coun-
terparts at Keio Business School, cruised Tokyo Bay in
a traditional yakatabune boat, and visited the Tsukiji fish
market. Company visits included Nomura Holdings, Toyota
Motor Corporation, Mori Building Co., Ltd., and Sony
Corporation. The trip also included a reception organized

and sponsored by the Columbia Business School Alumni

Club of Japan.

|

- 1

1
L

Welcome to TOYOTA

COLUMBIA BUSINESS SCHOOL

-y . -|

Members of the 2010 Study Tour to Japan at Toyota Headquarters
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On November 15, 2009, M.B.A. students from Columbia
Business School and the New York University Stern School
of Business organized a program hosted by Ambassador
Shinichi Nishimiya, consul general of Japan in New York,
at his official residence, with CJEB as the cosponsor. The
panel and subsequent discussions featured eight Japanese
members of the Shibusawa Mission of Young Business
Leaders 2009. Professor Patrick and Mr. Nishimiya made
opening remarks. The panel presenters were Yoko Tabata,
the founder and CEO of the Taishin Corporation, which
processes and distributes marine products in Japan, and
Dr. Toshiyuki Yoshimura, the president of the Toshimaya
Corporation, a family-owned sake brewery and wholesale
business founded in 1596. The discussion was moderated
by Professor Edward J. Lincoln, director of the Center for
Japan-U.S. Business and Economic Studies at the New
York University Stern School of Business. The event pro-
vided students with an opportunity to hear from Professor
Patrick and others regarding the recovery and strengths
of the Japanese economy and to encourage emerging
Japanese and U.S. business leaders to establish networks

with each other.

Fellowship and Scholarship Programs
CJEB provides selected fellowships supporting outstand-
ing student research and participation in academic pro-

grams related to the Japanese economy and business.

he Center continues to develop its databank on the
Japanese economy, with an emphasis on financial
markets. It includes time-series and cross-section
data on financial markets, institutions, and the macro-
economy 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 jour-

nal articles on Japan and other Asia-Pacific economies.

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 partici-

pate in Center programs.

The Center annually conducts a University-wide competi-
tion on behalf of the Mitsubishi UFJ Trust Scholarship
Foundation and nominates one Columbia University stu-
dent to receive tuition and living expenses for a two-year
program of graduate study in Japan. The scholarship
recipient for 2009-2011 was Ben Shum, M.B.A. '09.
He has been studying the Japanese film industry at the
Graduate School of Media Design, Keio University .

Graduate Student Conference on East Asia
Held on February 5-6, 2010, CJEB supported the 19th
Annual Graduate Student Conference on East Asia at
Columbia University. 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
around-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.
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DISCUSSION GROUPS

Japan Economic Seminar

The Japan Economic Seminar (JES) was founded in
1966 by Professors James Nakamura of Columbia, Hugh
Patrick (then at Yale), and Henry Rosovsky of Harvard.
With a membership of up to one hundred, it has been
an interuniversity forum for faculty, other profession-
als, and advanced graduate students to discuss ongo-
ing research in preliminary form by specialists on the
Japanese economy. CJEB has administered the seminar,
and Professor Patrick has served as secretary/treasurer.
JES held three meetings during 2009-2010. Its mem-
bers over the course of the past two years discussed
how worthwhile it was to continue the seminar meetings
in light of dwindling attendance and greater difficulty
in identifying papers worthy of discussion. Discussion
of the Japanese economy has become mainstream
in the economics profession, so that Japan-relevant
papers are presented in a variety of conferences, and
the Internet has made communication simple and easy.
The JES executive committee has decided to stop having
JES meet four times a year, and in principle to hold one
JES meeting a year at Columbia in late February or so,
and to have Japanese economists be the main paper

presenters.

The following papers were discussed during 2009-2010:

September 11, 2009
Columbia University, New York

“The Great Realignment: How the Changing
Technology of Technological Change in Information
Technology Affected the U.S. and Japanese IT
Industries, 1983-1999"

Author: Lee Branstetter

Associate Professor of Public Policy and Economics
Heinz College, School of Public Policy and
Management and Department of Social and Decision
Sciences

Carnegie Mellon University

Discussant: Edward Lincoln

Clinical Professor of Economics

Leonard N. Stern School of Business

New York University

“The Japanese Employment System after the Bubble
Burst: New Evidence”

Author: Takao Kato

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

Department of Economics

Colgate University

Discussant: Richard Katz

Senior Editor

The Oriental Economist

November 13, 2009
The George Washington University, Washington, D.C.

“Japan’s Retail Revolution: Chiba City, Japan as a
Running Example”

Author: Michael Smitka

Professor of Economics

Williams School of Commerce, Economics, and Politics
Washington and Lee University

Discussant: Arthur Alexander

Mitsui Adjunct Professor of Economics

Georgetown University

“The Current State of the Japanese Economy: A
Macro-Economist's View"

Author: Koichi Hamada

Tuntex Professor of Economics

Economic Growth Center, Department of Economics
Yale University

Discussant: Dr. Patricia Kuwayama

Professional Fellow

Center on Japanese Economy and Business

February 19, 2010
Columbia University

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

Author: Tokuo Iwaisako

Hitotsubashi University and Ministry of Finance
Discussant: Lee Branstetter

Associate Professor of Public Policy and Economics
Heinz College, School of Public Policy and
Management and Department of Social and Decision
Sciences

Carnegie Mellon University
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“Determinants of Currency Invoicing in Japanese
Exports: A Firm Level Analysis”

Authors: Takatoshi Ito, The University of Tokyo
Satoshi Koibuchi, Chiba University of Commerce
Kiyotaka Sato, Yokohama National University
Junko Shimizu, Senshu University

Discussant: Yuko Hashimoto

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 2009-2010 academic year,
the discussions were led by Professor Hugh Patrick and
Michihisa Shinagawa, president and CEO of Sumitomo

Corporation of America.

Student Visits to Columbia

Groups of Japanese undergraduate and graduate stu-
dents often include CJEB as a stop on their tours of the
East Coast. In September 2009, a group of 13 Nihon
University students accompanied by Professor Hiroyuki
Okamoto visited Columbia University. The students took a
tour of campus and met with Professor Hugh Patrick, who
made a brief presentation and fielded questions from the

students.
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Financial Support

olumbia University and Columbia Business School give basic support for the Center by providing faculty salaries
and office space, library and administrative support, and other essential 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, which was established in 1995. Academic independence has not been an issue, as

there are no special restrictions attached to any of these gifts.

The Sponsorship Program has been instrumental in expanding the Center’s activities and guaranteeing their long-term
financial support. The companies listed on the next page give to the Center on an annual basis. The Center also greatly
appreciates and benefits from the income derived from the generous endowments funded by Fuji Xerox Co., Ltd., Sanken
Industrial Policy Research Institute, The Marine and Fire Insurance Association, The Federation of Bankers Association,
The Security Dealers Association, The Life Insurance Association, and Mitsubishi UFJ Trust & Banking Corporation during
the first years of the Center’s establishment at Columbia Business School. Japanese corporations may receive tax-exempt
treatment of their contributions through the arrangements of the Center on Japanese Economy and Business with the

Council for Better Corporate Citizenship of Keidanren.
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Corporate Sponsorship Program

The Corporate Sponsorship Program has been instrumen-
tal in expanding CJEB activities and guaranteeing finan-
cial support for them over the long term. Sponsors for the
year 2009-2010 are as follows:

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

Senior Corporate Sponsors
850,000+ annually)
Advantage Partners, LLP

Major Corporate Sponsors
($25,000+ annually)

Daiwa Capital Markets America Inc.
Kikkoman Corporation

RISA Partners, Inc.

Saga Investment Co., Inc.

Takata Corporation

Tsuchiya Co., Ltd.

Corporate Sponsors

810,000+ annually)

Aflac Japan

Fuji Xerox Co., Ltd.

J.C.C. Fund of Japanese Chamber of Commerce &
Industry of New York

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

Mori Building Co., Ltd.

The Tokyo Electric Power Company, Inc.

Individual Sponsors

810,000+ annually)

Robert Alan Feldman

Shigeru Masuda, M.B.A."74, CEO, ZERON Group

Friends of the Center

(up to $9,999 annually)

John and Miyoko Davey

Satoru Murase

Hugh Patrick

Sumitomo Chemical Corporation
Sadao Taura

Yaskawa Electric Corporation
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BERWN, TNICEY . R ENICE > TS ERCEERERRTIAEMELEL BERDEN
FTO 2 DOEIMLBREIE/NSTESD, NBAT (19 3BRE) EAALBDR (11 BFE) (TEILEESLI. B
RRIHATOBFELZEBLLD. BERIIBUNAL.9 B 14 BIZITHONRERKRHTIL. E
EEZRYRLTHESEANDEENFED-O. /NRIHERN 8 A TAICEEHADORILIRMEELT
SRz, PRBY/NRIBERIIHIL. EFMRIEHERTHIEELG > REROREBINF DL
R.REEFLVRE#BLLED LG, BAERIE. RERICHLERRICHLML TS,

HREOBANLZTNE. RERIIESTEREZRET ENTERL, RERIE. RERTREHEHE
RLTWS=0., BIEZHIFTETLS, LHILEAS, PEEEIRERICEITIEMBS K TIART S
ENTEDLDOD  ZEDOBILICIEHRRERERERLTCVVED, SERTOEEDTREETICIIR
BIRTIPD2ULDBENDETHD-H. BUANEHICIIf-ah TS, REEMNTSFREERZLE
DESBRTINMNIFERALGEETCHD. T RERBEVFELIZEENTELEZRERERD A&
EHLTULAEL,

COBGAREELDO BT, BRIHERRKDBREDELAANLEELDDOHD, R&AIL 2008 F5F 1
MEHIZIFE—VZMR =, TDk 8.7% (ZHARFZFAEL GDP, 2HE) EVLVSBBML T REHLEK
L1=1. 2009 5 1 MEHICERIIEEFITof-. CNITMD T ELEFZELYETEINIERLIDE
ol BEDESLAHDERAIL, 2008 ETHEAMILEENBIRLI-CEIZH o1,

FOHBFIEEERT. 2010 £F 1 WEHFTIZ44%EELE. SERDFE LAY Lt
GDP DIZIXH 5 1E. 2010 FEHILETIZIXEEL = HELWWZEIZ, CORMICERZZILIZFEAEEM
Lighotz. EREIEDHE L7 9 EIN., BIHEDRERLBUIZKEZED 212D THS, LHALENS, 4~
6 BHIFEREEDR—RIIKECHELT 1.5% (FEHFHEFH, ER)L4Y, REFAE#BOIV
YR 24%ETEZELEDES=, FNTEL. COI B 10 HDT—4R(E.8 B 16 HD 1 IEHELL T
ERINE=HIBELYIERAESTIVS, 8 A 16 BIZHERIN - HH| GDP F#R (1 &) TlE, oV
T RAD 24%F(EBMNTED, HITH 04%FETOEINLEEREZTLTLMV=,

EEDBVHNRECHERELTNDENSIEN, BARELDIEERETH D, CNETORRITESIESEE
DBLIZLZDEDOTHY . AEFREHLSITERL TINS5 ALK % ERELE-ABREBEO—BNE
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IEBENIEHS-ODHABE—RELT. 8 ATHAICHERIIEIMEF EDILKIZKY EMBUKRE
BARIZEML, FEBRFEFRELEFALEENFER /NSO BBRIBRERR L,

BEEFFEAEELTOED, BERGEHET v IEBGELTHY . E2ERERSATHELT . T
TULHBERLTLS, BEREDOFFHEIN, AMESRZS FERBICESKETEMLEIT TS, Z5L1:
BEZEIIEENAEOTHY., BIRMZLD TIEAL,

BARIFECKERBFHIZ, EXGBCARFPMNLHBICEELTLS, EDLIICEEERERERED
ERDE=HICHRHREFERNBREREL. EOLSICHBFFERLL. AMEHEEZES DX GDP Lt
EZDLREZBWOIEDHED ., EWSHEHBTHD, ChODBMBEBR LOMKRTHHM (L. TTIXFERH.
RICHEHEIBEEFRENSTBEDIAIVT EIBEFMFICE>TDHRRATRETH D,

BAARIZEEZEE DD THBIH R — X THD, GDP DELAANRLAZTNEITTEHL BARETMN
BIEMNLET ILVIREEIZH D, NWEBRES DX GDP thE(FikEAH TEL MBFKRFD GDP [2H®D
BEIELFELRRTHD LHOLELS, BADKERIL 52%THY . CHIFRKELEL TELIELY,
FCKDEBITEIIHBMIZ. BASEFIERER—FTREAVIL. ERZ#EBLTWS, Chid. XD
EEXvy I BFOHELVEICKENIEETRTELTWVS, BAOERZEEDKRIIIEH THEFE T
HBIEMNS, 2013 FETICHBFFEEZEBITHED 2010 FFD G EBEDAEIZENNT, BRI
[ERUITANY (R

BAOYEOAEEEZRT. EN-ESNOEAIZHY., T-BF - BUAOEAIZH . SR DOEEIE
EHTHAIN ., BEMLEKERREZ TESBEE 20 £/I2E 1+ BB E (subpar growth) DEEIZ. E]
IR AEBEICBELGONELNLGL, I ARIZIHFIELRTIE. RUIDOAELLTEBEELRELE
ENBBINDITHAI, COERFERGRYTHLIERLNEH ., FEVVGEIEITARENGUVATREM
155, BEICBREBENHASINDIDIE. 2011 EFETH D,

ERMAEZRLE-TBEATHS, HRULZEEIXKVEOHLZEDELEN., EEIXGESTHSS,
FksEE L, HPREBITHATILHELIZHEIT-EBWERZRLTEY., BT IVIZIXESHLNTHS
S5, BXDOREBRIE. SIEMERTFNDOBRETH D LOLEHS, HFBOKFEEHRREXT NI
ARBREETHTEY. BBICHERINESIZELY,

BADBRADESHFEE G- -FEEDBERIE., BFMICIBRIFES HAFE 2 HOBFRELE
Y, BEICIDPEICHLT, BUAMICE-RENICERLERZR ST TS,

UTOETIE.FT. BAREFICETS 2 DORAFHREL. RIZ.BE1 FORERROER. &
EOREZRBL. TIL-HEN-BBEEZHCIH#HE. BAOEBRBREBERISOVTHLTINK £
DHT, BARFRBRENSSIZLITA-ONDEELBERFERELT, FICER. MBECK. RFlkE
ICERZAEDLETL

220V F)F

BAZFIZOWNT 2 BYDEZANHS. 1 DIFEBNLLOTHY. £5 1 DIXEBNELDTHS,
mAELZENIZYIZIELLY,

AR, RETEETRETHY . FADMOBRVETH D BETREVICKELTEY. F-.5
EREfihzEa L., £FKEFIECKRICEEBT S, AE£AUTFEBLH>TEY. ZLDEATKELVENT
W5, BAANZ, EREBERBRHAEICIVERMEKEDER T —EREZITTND, BHNLDDHS
AEZHIZDONTH, OECD HEDFHLYHLTMCEWNIBET . KEZIEEIMNTELTWS, FfF
DTHL 20%BOAEFEKEIL, KEOXMIGT A TREBOEFKELIYSL, EHABELHH. BRE
BREEA+RENCE. EOBREEBOAFIRE. SREEAQBDLEETHS, Z5LI-HEIX. BAD
EARMARIORERERO THRETNIEESEND, BERREIALZERLEILANIILETERTIEL
2300, BARDOYANET hhot=bITTIEREL 1 AHf=Y GDP I&. R oKYTIEHSHEMLE T
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TW5, BEDTERIT—HHNEHREICBERZL, AR, BEEBELTEHE. BUA. FIEDEL
DBFRITHY . TNIXEFRMT. hOEEHNLELDLEDTHD,

hh., FYEBMZRAIZITIE., #B% 20 EDIERE (subpar growth) BNEAH L TE-EBENE
REED REOHRIEEZOEHTAKERNEELZTBT S5-H12. BAFIXBZE 10 FRTHBRAFTEE S
LEEITTE =, TOREELT, AMNEBRSILE - A ST GDP Lt 216%(ZDFY . §%L LR
TERRAHTHD, BICENEIC, CORREELICHRETBICIE. SR HBRRICELET2EH/LEN. &
FRREZERIH-ODFENBREMRBEREVSBELOERIE. BCANIZRIRT HZEMT
ERNESICEbhd, B, REMICET, S5LEEKEDHRFAFENMEEHRES DR GDP L
DLERIF. FEATEERLDOTIEEL, BRE. EELETORESHEZHIZL. BEEOREMEHIHBLT
EA. ERMBERIEHB LT ILERRT 5012+ 2ELD EIEE->TLVEL,

FEHEDHIDHERELT. ARDBEIZAR., FiKN, MEERNEHI>TLD, FFERERFEEL
. HBAODS5 5D 1 M53 0D 1 ICETEMLE, ER2ERAIKERINT ., Z<OBAALHE
HEMLHEEL-. EERBIHOBERIVE. EOEWMEEERDITAZEARELLSTLNVS,

BADEUFIECITEREREN DS, BMYBLLOSEHE (LUDTEHERIZE T2 HEEZAN) .. K
kR R—LLREVNDT, ZLOUEMBEICHTEIXEEIF+92THD, 120 FALWSZEAD
VUG WIY—(BERTERIBOBELGZT—RIFEBIZDLEN =D, (ZEAENBIBLIZYKIZETS
N=YLE=CEIZ&BEDTH D) IE. BREDI VT ILIF—LYELEEL TS, (FEAEDI VT ILT
H—IIENTLSDH, FD 40%(F 150 A (1 FJL=90 F#E T 16,667 KJL) L FLAFRLTLVLY,
NIFBERSAUEIEZEINTED, BADHBELF-YDFREDTH (hR{E) L 460 FHATHY . BR
SAVIEFEDENEEZONS, CHLI-HEERRT 2NEMLERKREMSLIICBAREZE M T (1L,
REGHESHNBHORELNDBETHAI,

NODERLTREFEMTHILT. BAADBREITOVTOEZAPFIRADEF- RELLA
A TLB, FhlE. WANWALEIZTAEHMS FRLABEEERANEZTNDZEIZDOLTUEINGRELTLY
BIEDHDH DR TIE, LBOEDHRR—F—Z(FIRREEBEREL NS LS, Bl ZELE
2TWBEWSREEIXIZEAELL, BRIFEAIENPOTULKTHAIEEZEZ TS, LAOLESIE,. BHX
DFYREMTEFEIZONTIE, BESELLTERE -FHEHLTWBESITTSRZTOND, EL\, &I
KR 40 ROMRIT, BOLYITELRSTaThELNELY,

BADEWERIL, KUVESMGEHEELRENSDEILDTAZEIBAI TS, ES5PLBE 20 £RHD
HEICKY ., HEOIEBFDFRICOVTRYSANLRLER(ZEIZRY TP 2 LYRSFIIT, KYUR
DERMY =M TLEL=&IE, FNTERI. HODFIZ, BEVIRILE—, (5T, JIT
i, HENERERCI->TLS,

BABEED/INTF+—TUR

BARFOREE. 3 DOEREH. vabhb RRAEEEE~DF v F 7y I EER LBk 40
FEOFERM KA. 1990 FLIBE 20 FH<IER R (subpar growth) #i, ZL THREDHERLRVRR
BENODEEHRICD T TERITHENARTHD,

BEZRKBEOHFOBUA-BERZE. BRIZKVVESBEZ L oL HRRFEIREEDK
RE&IF REFHRE, /0F. TSV, TOMBEEDORRISHEVILEL -, BADEREFEER
BUADERLGS=-DF XBEDRETHENLGRBREERTH o=, I, BAEFIPE M
DRT7OT DEBRREREREIEUDEERD TN EEL ST,

BARDEEOHEAD 2 DDA, ChETLEICH->THMSN TS, 1980 FRXETIC, B
FFREZ EEFID, KEE, EXR-BINTKE., ELTHASE 2 MOBFAERRBL. BADFERER
HEE RBETEWNEFKEEZZRT DICE >, LML, MRS IVECH G EERRZEEZ~DRBAT
(X, BRDOFIE., BIT. BAAITHLTH#EZEL LT
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1990 FEIZIFAARDBRATBDEKRG/NTILAIKXCIT., =, 1991 FEIZIT LY RZNLER T ERD T EhiE
INT LD EREEL -, BFEFHRDBFEY THS, Bl DGV ER - B BRIBERICKYER-BFDER
RIEEEINN, REMLETEEERARRZEE T SICIE+H TlEEL ofz. ERXGBERMBEL A E
BREATHD. BIFOX ST BN DB LE-YREEDTHY., 1997 ENHEREDS|Z LIFEEERY
3% (GDP Lt 29%IZH8 ) (&Y. 1996 EDEIEIZTL—FEMNFTLEST=, 1990 ERFHD BEED
EHROFIETFILEN., 2000 FIZXEOSFIBERE—FKERT SETRL VI FIILEZE>TLES
f=o RESRITHANT LR OELELTREBELZFEETHDIZ. 15 E3Lh > TLEST=,

LOLENS, ChEaElEbhinf- 20 F1EESDIERENTH D, BENEREN VFETRSERE
I8 Hnd . EELFHIE, 4. BURICEbA&HDNT=, EEFEHAOIL 1990 ERFE(E MDD
Lia&H ., T A O 2006 F(ZEEITH EHoT=,

BADFHEEIZEST, BREREFIERIZITET LI o=, BRI H-LREOEREZEAHITICEF
+5THot=. RE. EYbITATTLEA (underemployment) [& . 3 R AL AD R E &L=, BK
BIIZIE, FEERFEE S—F2AY— FEFHES) EFBAOD 3D 1 TTEML. ELIEHE
Utz o f-, RETEFER(FBIMIZE AL, 2006 ELIEKE D KEEZTE-TIND, Tf=. GDP [T
HAERE (FIF-HBE)DEIEHETL

BEH 2% D GDP EFEEFEIRLT- 2002 M5 2007 EXRICHITTOEREEIETELSICH-Y. &
FLWOWEDTIEH =D, BEELVLEDTIEHL AELTHo1z. BADELRZEMNIBESERITS
ZEHEX v T IIHYEEER>THY. R2ERREERINTELT . TILIEHELTL V=, 2010 &£
LBIZ(E 4% FBAAEEX vy THEEL, RERIERIZLTEEL BOMTILARLTE,
FOEITRRDET, — ALY GDP [ 2004 FEDOKEEFTELRAALZLDOD, BAREFILIERD
ELIAHEFLIAAFETONMYDEENERLIZ, BERAHFDIEFENIL. MEEDOFEDIZKS
3DTHoT= BICEMBIBBEIZEL 195%FETEEL. RIEEL 3.8%F A L=,

BANFESIOEIEL-EE. BHEHIETEIZE>TOH, FORIETERSNTE -, @WHT
FRIYNMYBNWR—ITEMLTEY. HFIZ. BEOMEVLRERERYREL-DEOZOMOE
FOTRFICEIT-BENEMLTNS, BE 1 EICBTA2BRFRRICHOIHBH GBI EE) DS
BEEX. 9 90%ThHo1-. RERBRENRRITHDLHEBIEIOIALBLRICEEFY., BIZHAX
HIE—ERYDRERDZIEFEELI-CEND, BRNFEIL 2009 F£5 4 MFEAF TR LIz, ZDE.
SWMARLEEMBICE - TIEAEIEML. KYLEEEZENEEDORENAE Tz, LAL. ENEE
AV 2010 F 5 2 MEHITHEIXNTHo1zEVSKEFFOMEFEA R GDP FHIR(X. FRMETHS,

FEEEILSIEHET OLERREIEAT 2LV ES T —2DHBICE N TKY BAREICHESR
TE5, BAOZLERIE. 810 35%DEREERFERT S, KFEE(X 2009 £ 7 AIZ5.6% (FHIFE
FH)TE—HZMZ 2010 EYOETIZIEBRRIZ 49%FETIZHEL-H. 2010 F 7 AIZIFEY
52%F THo<KYEEIELT=z, 2009 FEEDRF BT, MATEELTI3%DF D LGSz, R—FX
[FXRIBICAELESh , RARBTEZ 1.1% FH 57,2010 £ 3 AIZlE. ChoDHEIETHT MEALTS
RIZERL., BIZRULMEREL T, EERED 2010 FEDHR—F AN 1.5%IFEEMT D RAHEEST=,
ERINIE BBV TIEHSH. 2 FEXYDEMELD,

T ER (K RTEICS | &6 E 2009 £ TEL. 2EFHT8.0% . ZXKBHBETIEZEAULDOESLA
HELEoT-, ERTERD LA 1 2010 EHRIEETIZIFERULIBO =M. CHIZEEEERATEIED
BULVERZA =D THD.

BRUBSITRET/OBRFOMED 1 D(E. BOMEASEBENET ILABRYTEETHD. T
TL1%. 2008 FOEEESTROEEIZEY .. —BFMIZREELTW A, HEEY@IE(CPL. 07
FEH) (5 2009 EE(C 1.6% F%EL. 2010 FE 7 AD LFRIFITAFT R 1.1%ELE->TVS, BEREME
#1-oTLTH. BERIIYEDREZZEMR TETLVALY,
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BSGTIUIE, ?/ORBICEREE 525, REEFIELRL., BFEHRELREVEE TINGIE
. BUASEY . AR FEAEZ | (EER O EMBUR(IHRELERY RIS T FAILER N
1DERD,

RHLEFEHLEY@EOERE(L GDP TIL—2—THHM. Thik4 B GDP R (f+E TEF@L 7= GDP)
%Y GDP (R R R Ol TEHMEiL 1= GDP) [CE# T B1=OIZFIAEIN D, BEARICELTEER
BIZEBRINTORESIZ. BHMICRT.GDP TIL—4—LEBEIZ . bIFHETSR, FE 1%EE
THEIRETHD, LHOLENS, BEAD GDP TIL—4—LEFHEIL 1998 ELIEBETATATHY.
2010 F£ EFHCIFXEICTTAF R 23%(CEFTERL-. ELAAXD GDP TIL—4—EREABE 10
EFTHIMNTSABINIRETHEOTH =45, BT KIBICEZ TWT, BFEHHIRE
FUIEBMNZDEMNHT=THA,

BADERMI AT AR, SEAIDRKEZBESTLEYT>TLVS, ik, 1990 ERFBEND 5 ER/MIC
b-2E0NGEH. RE. BEHS -BEZRBEENTFTHAS, LML, EALELFADREEXAEE
ZIZKBZEDTHY. BITHLDBME (XFADL TS, SBITIX. EEDOFEYMNIEBIZENIZHLEHS
T EFEICBEITREERT TS, BRIFKAA —/\—- 12X (RITBE]) DIKEICH S, RIT
FEFEDTELZFRZ. TG DRTL YRS INEEIEEN DRITICEERKECTRES:-FET
H5b.

WO D/MRIZER T OIS SRR (. BENGRREEO-OICHRELKRIZH LM, O RT2
YY) A IEFEEL TGN, F-GEEEE FCEFRFRIT(BIS) ICKIRFTOEEIZLY, KR
BIRITIE. HILLWBECEADBEEREEB-T-OIC. RRICZEDEMNLERAENVEIZLS
THH 5. nIz&Y, ERURTLIFLIYBETREHED ELS,

TERBIEIHD 1 IBEZLAS. ZLDTENFFEZH LTE—AT. BRAOREBTLEEI4—
FREEDOEAIRYSFEHEFEIZ TN, BIEIL. BIEA-BEHREELLIC. REUEMLTLVAL,
TEOHFHRRMREIL. 2008 F£5F 1 MEHDOE—IFEA S 2009 F 5 3 MAEHAIZHITT 24% AL
f=5%. 2010 E L FHAIC I HTMIEMULIEDH ZLE  HHEELOBENHbN D, DI (T KIEIZ
EHELTHY. 2011 £E 3 AP O LIGEEDOMAIEEIL 70%IEMTERAHTHD, TEEFvryia
JO0—%FBEICETEITTH ABEDRFICHLRETTWNS, LIBEEDIFFEHKT. SOEENIZE
BLBIRETHS,

2009 FEHDITERFNELIT OO, #X IS 2009 £ 3 B 10 BASEEL. BIEFEHHIEL 7,055
ADEM[EMNS, 2010 £ 4 A 10 BIZ(X 11,330 AQOE—9%F 1=, Th UKL, thERFEZRLICTE
L7,

AFIDEHR (LD —L-FoD) T T HENERFPR. 2010 £ 6 FORFRICKIFTREEBEV
HMBOEEHBRORERICENIHLT | BAFIEEVLSEDH L5 BIEMLBFHIEZRE -ERETETL
B, BRECRELEEDHMNTT LS, WD RIZHENTIE, BERIXRBBLEAD LI
RZ%, 25352 TH. RERITGERZED . GTLEMRMESN-FEL S TOLBEESEELT. F
EIRBRREIZEF L -, ERICBIBSN-ZEXDEEICEEF-TIIULSA, T, BEML ST TEERE
WEHEIRLESETDHEY . BEEDHABELLCONELLSIN-, RERIX. BEREIZBITA2EE
FEMNSBARTIEADEGBREERAL TS, 1 DEETHIAIL. BEICHATAEMMMBOERE
&, KEEERY, ZELZELERICHIENITETHS,

ZEmORETFA
BADEEITFAZE LR ZEDTHo1=H, 2010 FE(ZHELT=, 2010 £ 6 BIZEAFIL. 2010 £E
NEL GDP FEFEDRELE. 1 AERD 1.4%HM5 26%IZ5I1E L=, Thik, EIZHEN LY T

BEY 2 EDRE—RTHULCEERBLI-ED TBH D, 2010 £ 6 7 O BERATEL D R4 (L KIE(
HEL, 2008 &£ 9 AD)—T-2avIURIHTTSRIZELL =,
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20011 EEFNIHLKSHRHMEROAET AL, ChETIZEVWFREEEZERIZESHINA TS, BFF-B
REBIC. 201 FEDEEREREEDRBLEMN 2%EL TS, ZTHNIEEFELLILTIEH D
NEEX T ORELEEEERDOREICFEESSEFEAGL, BAOESRMBEADITI/I X
EFXXFEOEEETH D, 2010 F5 2 WHEHID GDP EENFTELYEMN o112, 2010 FE L
201 EFEOREFREEOFREILTABESINT. 8 ARDERATIE. 2011 FEREENIL Y
HRAFBNE 1.5%EE>TLNVS,

=RDMEEX. BHFEREDOREIZHNO>TLS, RETFTBOHMEVEEKEDHTBDEENEH
HFERYHEDBUIEHTMBELRD, F-2RBEIL. ANMBFRFEEIB TESENEI .
FENEITBEIBTESMNEDETAEREN, BUFIE 2011 EEDRREE 2%EA TS, Ih
(X, fEEOBUEHTH 05BLHIARRIZESET ., BMHBOZEITA(FR 03%ETH—AT.,
RESZERENNELESITILEEELTEY . HUEBRNTHS,

2010 EQTHEIMNS 2011 FE(THhITTOEB QOFEL., HRABFORELZEEREAEHof-2EM
FRTHS, IMF (L, tHERFFL 2009 F£(Z 06%FALI-%. 2010 EORERIT 42%IZRAELERL.
2011 (L 4.3%I2H5EFRAILTLS, BADEEDHRUDEBETREERA L. ABHBZHD. HD
REKFILL—RE, 2009 F£IZEHTEHEEZ 1 FIL 92 ATHo1=, 2010 F 5 A LIE, DR KEILL
—MFH 9% ERL I ESRYICH 85 AICABLI-, BUZTROHRLA, BADEHB A EEBETE
FEIFSICBSERBALTLS . LAL.8 AERXMD 9 ALAIZHTTOBAFEBIRIZKDRIEEEN,
BONMARICAITTYHEFEL ILNSEINEINEFELSMLLEN, LALENL, XEEEAD R
BN =AU IUREZRARET L. AEE<AK RERDABEL—MNIRHNLTHKEIZH S,

IMF (£, 2011 F£&£ 2012 EOBARDBEREH 2% EHATHY ., TOHREITHZEL. 2015 F(Z(X
1.7%(ZH5EFRILTLNS, HAHRMBEBE D FEIL. 2012~16 EDE D TR EZE(L 1.5% T, 2016
FITIXEE X vy T DGR HELTND, FAAESIZ. SO DEEIFEBNTH S,

E. BROEFHOBF/ NN TA—IVRIZDVTEHFYERBELTUOEL, EEEEHELTHAIA,
BONMIR=R([ZEEEALS T LDOKEFSITHWT, BRILBEGHEHERZ TS, ITEHE
BERELDIE, ERASAEALETDFRASNTOANWSEBEOC, FBAOISHELEEALRTHD,
. BRANRHICHE2EET v E8EL. BE 20 ERERT A ENTELI S (ZEER-
MEEEEEDS) BRERRENE~NDEIRFEERRTEINESL TS, T2 ERAZRRTSICIEL. Vi
EH 5 EMIL 2% EBABEREDPDETHDIE. FAEEZA TS,

TIL. B MHREEO %M

AR 3 DOBFRBICEELTLS, EDLSIZFILEROLE . WD RELHITTEM. ED
FIICELERABEEERT S0, ZTLT. EQLSICHBBEEZERT 0. THD, CNoDEERN
RAREICIE. EUILEKR., BERIEFAT. ZLTHEWN =44 —vTHNRETHS,

T TIZEFABAREIZLTOAESIC, T ETILISH AT RETH D, TILEBRHOEDRI X B
RO REREGTBERERICHDERAARTH S, BFOKRER T/ GDP TIL—42—D&FER
1%DEMZEROHTHY ., T HEEFEYMIER Q7 CPDIZEWWTIE 1.5%FEEnL LD LFEE
BT 5,

LAOLEAS, TRTOETEFRIMN 2010 £IZTFILERBRELTEY., £f-. ZDIFEAEN 2011 £X
FTTILIEEKEA TS, BEDBEZES A /N\—FTH, 2011 F£EDI7 CPl THI=EHEEY
HERRITSRAHTH 01%IEN) [CHEZEEZ TN, RILKEEHLIEIE, GDP FIL—4—L 8
BN 2011 ERFEFTCIATADEETHDE. —BIZFEINTNBIETH D, TN TEH, BFEDOEEIC
H-oTHEEYE LR EIIBEDSLIZIETIRICEELDE. GIELLNTLBELSTH S, LHLEA
b, TNIEHEELZLDOTIEGNWIEEZ BERRTEN DRI TEL TS,
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EETHIGIE. TIOLAREIETHEVNSIL T FIILEE->TIND, BEOFIEL., SRBUR. EERT.
BIZIEEBABRESAERDNT+—I U RICETHFRICESIVTRESNS, BAORHEFEBH T
{BELVKETHFRL TULNVD, 2010 F£ 8 AMSHIZIE 10 EYEBEFIEYA 1% U TIZIE T LI=1EITTHL,
20 EE 30 EYDFIEYE 2% % of-, CHIZREOEMEBEEICHTIIEEDENTH S,

BRI, BIESFBKR Q—ILL— A —/—F1:0>0.1%) EFRER B EREICHIFL TS,
REMZIREL. ERTISEOENOMEEZFHL. BLWVAREERTIBENOHLIEEADRITD
MEEXEMT S0, SFIFLAEETALTE . LHL, ChoDFEMLBBEIX. TILZEDDS
FBIZEL>TULEL, FEMLTBERDEA X+ 2 THELERAITREL TS,

BERIX. HEOEBFERATAIDORIOTAITIZEZ B ENTETLVEEL, BER(FM2TL— 30
A= IrDBEAZEETL TS, BRI, TOIIBBREEEHDIIDICT HBERFEMNLZNEEC
TWAEL5THD, BIEOYMBREDNDER. THahbEEEYE LR R (O7 CP) T0%ZEHT HIC
BZDBECAND 2% (=1L BEROA—FYrE 1%ESh TR X HEYVITIEETES, KEOK
MOPREBITIXHEEWMIEHD LRFEMN 1~2%E452EFHIELTLVS,

KEEHREBHEDESFIESRMBEEKRLAEOBERDEVNIEZEM BRI, BHTHEMTHD,
EMTISEOGEHERET 510 ENERFEZBLDNFTUVRL—FEEIMIZHEKRL. RBIMtDOE/
BHN(BRERFS)ZED. REHMOEMEEZBATILETREDERIRIESIEZ(T1z, BIR
[%. 2008 ED)—<2-2avILEHTH 6.8%LMNNSURL— EEHBLTELT . EMEMIXIT
T RERERAIVRIESIEZ (T =DFTELRLD, EMBENETCICIESNZREBEET . ERAVRYIEG
REBITTII TN IEZ T ERET, WHELEOTWAHETOLRIESH 2 EDSBIZKNT S, &
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