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Ozaki, Iwao [2004] “Economies of plant-scale and structural change”, in
Dietzanbacher, E. and Lahr, M. (eds.), Leontief and Input-Output Economics,
Cambridge University Press, chapter 14.

The purpose of this paper is to investigate statistically the effects of the
expansion of plant capacity on structural change in a dynamic economic process.
In our framework, each “plant” embodies a specific technology that is
characterized by plant capacity, labor and capital inputs. Our estimation of
production function parameters reveal that characteristics of technology are
dominated by plant scale, with the scale of plant capacity optimally chosen to
increase with rises in relative factor prices. This paper is organized as follows:

(1) First, we estimate a ‘factor limitational production function’ (a generalized
version of the constant coefficient production function) using individual
establishment data from the Census of Manufactures, a source that provides
cross-section data for labor, capital and gross output.

(2) Second, we reconsider the concept of economies of scale for aggregate
sectors and define  ‘economies of plant-scale’ .

(3) Third, we propose a model in which plant scale is determined endogenously,



assuming that producers act to minimize unit costs.
(4) Finally, we examine how the expansion of plant scale impacts structural

change using time-series data for aggregate sectors.
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Manfred Lenzen, Mette Wier, Claude Cohen, Hitoshi Hayami, Shonali
Pachauri, Roberto Shaeffer [2005] “A comparative multivariate analysis of
household energy requirements in Australia, Brazil, Denmark, India and Japan”,

Energy, 2005, in press, available online at http://www.sciencedirect.com/.

In this paper, we appraise sustainable household consumption from a global
perspective. Using per capita energy requirements as an indicator of
environmental pressure, we focus on the importance of income growth in a
cross-country analysis. Our analysis is supported by a detailed within-country
analysis encompassing five countries, in which we assess the importance of
various socioeconomic-demographic characteristics of household energy

requirements. We bring together family expenditure survey data, input-output



tables, and energy statistics in a multivariate analysis. Instead of a uniform
Kuznet's curve, we find that the effect of increasing income varies considerably
across countries, even when controlling for socioeconomic and demographic
variations. The latter variables show similar influences, but differing importance

across countries.
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Tsujimura, Kazusuke and Masako Mizoshita [2004] “Quantitative Evaluation of
Foreign Exchange Intervention and Sterilization in Japan —A Flow-of-Funds

Approach—", Keio Economic Observatory Discussion Paper No.92.

The frequency of foreign exchange intervention by the Ministry of Finance of
Japan (MOF) increased dramatically between 2001 and 2004. The Bank of Japan
(BOJ) acting as the agency of MOF has also intervened in the short-term money
market by itself, from time to time, to sterilize the yen flooding into it. However,
the effectiveness of the operations could be different from one type of operation
from the other because the transactions taken place between the monetary
authorities and the private sectors are completely different. It is why we have
employed asset-liability-matrix (ALM) derived from the flow-of-funds accounts
to evaluate the effectiveness of each type of operations. The results can be
summarized as follows. 1) Foreign exchange interventions are effective only
when the dollar bought in the operation is invested abroad, that is either in the
form of U.S. TBs, T-Notes or making deposits in FRB or ECB. 2) Only in some
cases, sterilization cancels out the effects of foreign exchange interventions. It
depends on the type of the operation BOJ chooses. 3) Some type of
non-sterilizing money market operation unintentionally cancels out the effects of
foreign exchange intervention. The conclusion is that the effectiveness of the
foreign exchange interventions as well as the money market operations largely
depends on the type of the operations, so that it is worthless to examine the

effectiveness of the operations without going into the details.

AR FO¥2 TRE SR
International Trade and Finance Association 14th International Conference, San

Antonio, Texas, US, May 19-22, 2004.



Fifth Annual Missouri Economics Conference (Columbia, Missouri, US)
Hosted by The Department of Economics at the University of Missouri-Columbia,
the Research Division of the Federal Reserve Bank of St. Louis, the Research

Division of the Federal Reserve Bank of Kansas City, April 1-2, 2005.

Tsujimura, Kazusuke and Masako Mizoshita [2004] “Compilation and
Application of Asset-Liability Matrices: A Flow-of-Funds Analysis of the
Japanese Economy 1954-1999”, Keio Economic Observatory Discussion Paper

No.93.

In this paper, we will discuss the details of the compilation process of
asset-liability matrix from flow-of-funds account (financial balance sheets) taking
the example of Japan 1954-1999. Asset-liability matrix is a sector-by-sector
square matrix, so the advantage is that we can apply the tremendous asset that the
input-output analysis has accumulated since the early days of its development.
However, input-output and asset-liability matrices are not necessarily identical
twins. One of the leading peculiarities of the asset-liability matrix is that two
distinct sector-by-sector matrices are derived from a set of balance sheets. The
first one describes the propagation process of fund-raising while the other one
depicts that of fund-employment. When there are discrepancies in the valuation of
assets and liabilities, the magnitude of the dispersion could be different in one
system from another. This will give us a clue to the generation mechanism of

financial bubbles.
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@ Tsujimura, Kazusuke and Masako Mizoshita [2005] “The Consequences of the
Inauguration of Euro: A Panel Data Analysis of the International Banking

Transactions”, Keio Economic Observatory Discussion Paper No.94.

The purpose of this paper is to examine the outcome of the introduction of euro
from the perspective of the flow of funds between the leading countries of the
world. The data used in this study have been prepared from the International
Banking Statistics (IBS) published by the Bank for International Settlements
(BIS). To educe only the direct effects of the launch of euro, we have opted for
the mixed effects model. The basic formula of our model is that of the gravity
model widely used in the analysis of the international trade. The technical
contribution of this paper is that the mixed effects model is proved to be an
effective instrument to investigate a nested panel data. The specification could be
easily examined by the likelihood ratio tests by decomposing the model into fixed
and random effects elements. Since all the fixed effects parameters estimated in
the mixed effects model has been proved to be statistically significant, we used
the parameters to educe the following practical implications. As a conclusion it
can be said that the success of the introduction of euro might be a little overstated.
Especially the prosperity of the non-euro EU countries could be short-lived. The
inauguration of the new currency will surely benefit the euro area, but the effects
on the non-euro members of EU is not clear as suggested in the casual

observations.
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International Trade and Finance Association 15th International Conference,

Istanbul, Turkey, May 18-21, 2005.
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Kuroda, Masahiro and Koji Nomura [2004] “Technological Change ans
Accumulated Capital: A Dynamic Decomposition of Japan's Growth”, in
Dietzanbacher, E. and Lahr, M. (eds.), Leontief and Input-Output Economics,
Cambridge University Press, chapter 15, pp.256-293.

Our objective is to evaluate technological progress using static and dynamic
production linkage and propose two productivity formulae based on the
Leontief’s input-output framework, Static Unit TFP and Dynamic Unit TFP. We
estimate the historical spillovers of productivity change as the dynamic
decomposition of Japan’s growth during 1960-1990. Our results show that the
contributive shares of Dynamic Unit TFP in Japan’s economic growth rose
gradually. In 1985-90, the 16 percent TFP contribution to economic growth in the

traditional decomposition extends to 39 percent in the dynamic evaluation.
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ERTFG T THET [2004] T D23 [EfHEEE O BLIR &
Paper No.91, BEHEZZNFPEENITRT.

AL |, KEO Discussion

RRMEPESE & W ZIXTRD E CREE SR L OMEIT N E LN & B 2 b5 ¥
ThHY, & ATKIROKES B TR E DAL ERBERD KB HET LT
Wb, BE IO CEEERET D LEIT e BREBIKICEE S RE LD
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Nomura, Koji and Jon, D. Samuels [2004] “Can We Go Back to Data?
Reconsideration of U.S.-Harmonized Computer Prices in Japan”, Program on
Technology and Economic Policy (PTEP), John F. Kennedy School of

Government, Harvard University, p.43.

We analyze the widely used methodology of international price harmonization
by comparing the sources of IT price gaps between the U.S. and Japan at the SIC
3-, 4-, 5-digit level. By careful examination of the most detailed published data
and methodology used in both countries, we can conclude; (i) At the SIC 5- and
4-digit level, we find almost no differences in computer output prices during
1995-2003. (ii)At the SIC 3-digit level, Computer & Peripheral Equipment prices
fall almost twice as fast in the U.S. as in Japan during 1995-2001. Over the
long-term, the price gap is similar. This gap mainly results from the higher
production weight of the peripherals, which have relatively moderate price
declines in Japan. (iii)Moving to the other IT goods, Electronic Component prices
fall more rapidly in Japan before 1990, but faster in the U.S. after 1990.
Communication Equipment prices fall faster in Japan. Price gaps for IT goods are

unique and should be considered separately from the Computers & Peripherals

price gap.
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XD AEPEEATEIE D OB Z 52 TR Y, DsEOREBERARE &
LTHROTNESHREREL TN D.

This book is a comprehensive study on measuring capital as a factor of
production and analyzing economic growth and productivity by industry during
1960-2000 in Japan. In this book, the author provides new estimates of
time-series capital formation matrixes, productive capital stock matrixes with
detailed classification by asset and industry, and wuser costs of capital
incorporating the Japanese tax structure including taxes on business income,
capital gain, acquisition and property of capital, and some preferential taxation.

The author analyzes how total factor productivity (TFP) contributes to Japanese
economic growth and how TFP and capital deepening boosts labor productivity at
industry level and the aggregate level, from periods of high economic growth
(1960s), to the turning points resulting from the first oil shock (1973) and the
yen’s appreciation as a result of the Plaza agreement (1985), and the lost decade
(1990s) for the Japanese economy. Also, based on our estimates and the U.S.
estimates by Professor Dale Jorgenson, the author estimates productivity gap by
industry between the U.S. and Japan, measuring purchasing power parities for
prices of domestic output goods, intermediate consumption goods, and labor and
capital services. The author describes the catching up of Japan’s productivity
relative to that in the U.S. from 1960s to 1980s, and the recess in 1990s, when

some Japanese manufactures lost their price competitiveness.

Jorgenson, Dale and Koji Nomura [2004] “Information Technology and the
Japanese Growth Recovery”, 17th Annual TRIO Conference, Keio University,
Tokyo, December 10.

This paper presents new data and results on the sources of growth for the

Japanese economy over the period 1960-2000. The principal innovation is the



incorporation of detailed information for individual industries, including those
involved in the production of computers, communications equipment, and
electronic components as information technology equipment. We show that
economic growth is dominated by investments and productivity growth in
information technology, both for individual industries and the economy as a
whole. We also show that the revival of total factor productivity growth account

for the resurgence of the Japanese economy since 1995.

Nomura, Koji [2004] “Capitalizing Own-Account Software in Japan”, Program
on Technology and Economic Policy (PTEP), John F. Kennedy School of

Government, Harvard University, p.35.

In this paper, we measure own-account software investment in Japan as the
applications of the OECD Task Force recommendation at the aggregate level and
the BEA's methodology at the industry level. We can conclude that the scale of
own-account software investment in Japan is 0.60 percent of GDP in 2000. This
share is 0.13 percent point lower than that in the U.S. The share of total software
investment to GDP is 2.03 percent, which is the almost same as that in the U.S.
(2.07 percent), reflecting the larger share of custom software in Japan relative to
other countries.

By type of software, in 1970, own-account software has the largest share in
software investment and prepackaged software is minor in the U.S. and Japan.
The composition is very similar between the two countries. In the U.S., the
diminution of the share of own-account software is reflected by the rapid
expansion of prepackaged software in the 1970s and the 1980s. On the other hand,
in Japan, the diminution is mainly reflected by the expansion by custom software.

To measure software capital stock, we consider four scenarios. First, for
depreciation, the 33 percent and 55 percent geometric depreciation rates are

assumed. Second, there are two options for prices, a cost index for all types of



software and harmonized indexes for each type of software. When we use 33
percent depreciation rates and the cost index, Japan's own-account software stock
is 7.6 trillion yen (evaluated by the 1995 constant prices) estimated using the cost
index and 8.1 trillion yen using the harmonized prices in 2000, which amounts to
about 0.4 percent of fixed capital stock and about 0.2 percent of total capital stock
including land and inventories. Total software stock in Japan is 25.2 trillion yen
estimated using the cost index and 27.5 trillion yen using the harmonized indexes

in 2000.

Nomura, Koji [2005] “Turn the Tables! Reframing Measurement of Capital in
Japanese National Accounts”, presented at the ESRI (Economic and Social
Research Institution) Conference on Next Steps for the Japanese SNA: “Towards
More Accurate Measurement and More Comprehensive Accounts”, (PN %
HERAEUTERT B 7 7 Lo X TIRANE SNA ORI 121 1) T —
&0 KR REHITYE, K0 aiERY B E A2 HfE LT —] ), Tokyo, March 25.

The Japanese national accounts are moving toward a sweeping improvement of
the measurement of capital, which is one of the most difficult areas to reframe.
The objective of this paper is to recognize current problems on the measurement
of capital in the Japanese national accounts and to examine the direction for
catching up and going forward.

We recommend that ESRI should introduce capital services at the same time as
reframing the measurement of capital stock. In addition, the capital service cost of
land should be evaluated. Land as a capital has a significant role in the
measurement of capital and productivity in Japan, although almost empirical
studies for the Japanese economy do not fully recognize the importance.
Measuring capital service leads the additional imputation of capital service cost
for non-market production. ESRI can accomplish sweeping improvement by

overcoming all our proposals, thereby anticipating the SNA 2008 (1993 SNA



Revision 1). The Canberra II Group also supports for introducing measures of the
cost of capital services into the national accounts, as “of-which” items in the

production account.



