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The theme of this Global COE is “Raising Market Quality and

Integrated Design of Market Infrastructure.” Of course, this theme was

inherited from the research issues of our predecessor base, the 21st
Century COE and it was set to pursue more sophisticated education
and research. As a fundamental feature, this Global COE aims at highly
applicable policy research that is closer to reality, while still maintaining
a solid theoretical basis in raising market quality. While we continue
with the basic spirit of the 21st Century COE, one major difference is
that the greatest goal of this Global COE is to train young researchers
who can function on the global stage. This article explains our progress
in market quality education and research, with a focus on this key
objective of fostering the growth of young global researchers.

This research base has made great progress in market quality
education and research from its start as a 21st Century COE through to
the Global COE today. When the 21st Century COE initiated and
developed the research and education program, the research group
centered on Kyoto University Institute of Economic Research,
Director-Professor Makoto Yano and Assistant Professor Takashi
Komatsubara realized major progress in the theory of raising market
quality and in shaping a model that is easier to understand. The core
concepts go beyond pure theory, and these became shared by the
empirical economics, applied economics, and historical fields. The
concepts have since been digested and absorbed by a larger number of
young researchers at the Global COE program. Beyond that, the
greatest characteristic of this Global COE has been the many attempts
at applications from different perspectives as core analytical concepts.

The advances in our research on market quality can first be reviewed
quantitatively. The number of presentations by young researchers at
academic conferences increased from 46 in FY2008 to 79 in FY2009.
The number of papers published in international academic journals in
English has also steadily increased, with as many as 26 articles appearing
in prominent refereed journals during FY2008 and FY2009. One
remarkable fact about these international accomplishments is that the
number of articles is growing with a good balance between theoretical
and empirical research. Of course, the empirical research papers are
based on market quality analyses, which are the continued topic of the
theoretical research. It is therefore important to note not only the
balance between these two types of papers, but also their strong organic
linkages.
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Another point which I want to touch on here is the accumulation
of panel data for the Keio Household Panel Survey (KHPS), which may
be considered the showpiece of our empirical research, and of analyses
using the KHPS, which already comprises six published volumes of
empirical research on the dynamic developments in Japanese household
behavior. It is worth noting that several of the contributors are young
researchers who have been trained at this education and research base,
and many of the research findings have concerned the impact on market
quality from institutional changes in market infrastructure. Research to
verify empirically the theoretical hypothesis “support to develop the
abilities of workers breaks down the wall between regular and non-
regular employees” is one good example. I would also like to stress the
strong likelihood that these kinds of research findings may lead directly
to policy proposals.

Another outstanding point of this education and research base is that
the theoretical findings on market quality are very strongly reflected in
historical investigations by young researchers. For example, the market
quality was low in the Chinese raw cotton market in the early 20th
century, and investigations using novel analytical perspectives have
clarified how a high-quality market was formed through the construction
of systems infrastructure. Similar findings have been clarified through
historical analyses on night soil and rubbish trading during the Taisho
period (1912-1926). It is really the existence of the analytical concept of
market quality, or of improving market quality, which has made these
historical research findings possible.

These types of new theoretical and empirical research developments
of market quality by young researchers have been well received by
outside researchers and organs. The Science Council of Japan has praised
these efforts and in stating, ““The ‘market quality theory” advocated by
Kyoto University Professor Makoto Yano, that is, the thesis which
holds that ‘high quality markets are indispensable for the sound
development and growth of contemporary society” — is instructive.
‘Market quality theory’ is based on the new economic perspective of
attempting to solve real-world economic problems through the
formation of better markets.”

Finally, I would like to close this article by noting that research
findings, which are gained by spending taxes on considerable research
expenses, must be returned to the people. As I mentioned at the outset,
this research and education base aims at having theoretical research
enhanced by empirical research and reflected in actual government
policies. Today, there are strong calls for Japan to establish economic
policies in such areas as credit, government finances, international
economics, and the environment aimed at high-quality markets, and it
is clear that such policies will not only enhance the economic welfare
of the Japanese people but also contribute to the stabilization of the
global economy. If that is the case, then the contributions from this
education and research center to national policies may be substantial,
and thus our research findings will surely be put to great use in improving

the livelihood of the people.
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(DMr.Kazuki Kamimura(Panel Data Section),
(@Mr.Shintaro Tomita(Finance Section),
(@Mr.Kensuke Hirai(Historical Analysis Section)

The FY2010 First GCOE Researchers Symposium took place July
24,2010 at the Keio University Mita Campus. This symposium is
designed for researchers to present various papers on our GCOE
theme, market quality, and to further advance their research ac-
tivities.

In the morning session, researchers from the Labor Section
and Panel Data Section presented three papers. The Labor Sec-
tion paper analyzed the influence of childcare expense allowanc-
es in South Korea on the propensity of married women to have
children. This was followed by the Panel Data Section papers.
One analyzed the impact of decisions concerning inheritance on
family real estate holdings, and the other analyzed the factors
which determine individuals’ risk aversion levels. Both of the
Panel Data Section research papers used the Keio Household
Panel Survey, which is implemented by this GCOE each year, in
their empirical analyses.

In the afternoon session, researchers from the Finance Sec-
tion, the Management, Accounting and Marketing Section, and
the Historical Analysis Section presented a total of six reports.
One of the Finance Section papers verified long-term stock price
performance following IPOs (Initial Public Offerings) in Japan.
The other analyzed the factors which determine the structure of
Japanese corporate debt from the viewpoint of information
asymmetry. Then, the Management, Accounting and Marketing
Section paper presented empirical analyses from a survey on
Japanese companies to show how changes in market quality im-
pact corporate budget management. Finally, researchers from
the Historical Analysis Section presented three papers: a case
study on sewage treatment policies in Osaka City during the pre-
war period; research analyzing the factors determining fertilizer
consumption for the cultivation of sugar cane in Taiwan during
the Japanese colonial era; and research analyzing the procure-
ment of pulp raw materials for papermaking in Japan during the
pre-war period from the perspective of lumber utilization.

Overall, the symposium research papers discussed housing,
finance and various other types of market quality from diverse
perspectives including information, uncertainty, administrative
policies and monopolies. These examinations of various aspects
of market quality brought deeper understanding of the GCOE
theme, and the symposium was significant in contributing to the
progress of future research.
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The Western Economic Association International (WEAI) held its
85th Annual Conference in Portland Oregon over five days from
June 29 through July 3, 2010. The WEAI is an academic organiza-
tion dedicated to communicating economic research and analysis,
centered on universities in the Western U.S. The conference was
attended by nearly 1,500 economists from all over the world — pri-
marily from Pacific Rim countries in Asia and the Americas — who
exchanged opinions and presented papers on diverse economics
research fields in over 280 sessions.

At the July 1st session, “Education and Policy,” Keio University
Faculty of Economics Professor Hideo Akabayashi and Graduate
School of Economics Ph. D. student Hiroko Araki presented a joint
research paper, “Do Education Vouchers Prevent Dropout at Pri-
vate High Schools? Evidence from Japanese Policy Changes,"” with
support from the Program to Support Presentations of Research
Results by Young Researchers administered by the Keio /Kyoto
Joint Global COE Program Raising Market Quality — Integrated De-
sign of Market Infrastructure.

This paper estimates the impact from Japan’s policy of tuition
fee reduction subsidies for private high school students to support
for their continuous attendance at school . It is the first empirical
research in Japan on the effect of high school tuition fee reduction
subsidies, which have drawn growing attention in the education
policy debate in recent years. This government policy supports con-
tinued enrollment by reducing the fees for private high schools, and
is also highly significant for improving the quality of the education
market overall by promoting competition between public and pri-
vate schools.

We stressed the importance of implementing detailed exami-
nations on the effects of existing educational policies, and made
use of this opportunity to explain to a wide range of people from
Japan and overseas that Japan has already instituted an education-
al voucher system in this format of private school subsidies. The
participants from overseas avidly asked questions and voiced opin-
ions regarding the details of the Japanese educational system and
about related topics.

The session also included a presentation on curricular effective-
ness in the U.S., theoretical research on equity and efficiency in
U.S. education, and other papers concerning U.S. educational poli-
cies. Many reports from overseas provided valuable information for
verifying the effects of Japan's educational policies. Participating in
the WEAI Conference reminded us of the strong foreign interest in
Japan’s educational conditions and policies, and gave us a renewed
understanding of the academic and social importance of interna-
tional research findings presentations.
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KIER Lecture on Basic Auction Theory Revisited

May 18, 2010
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Professor Krishnendu Ghosh Dastidar of Jawaharlal Nehru Univer-
sity (New Delhi, India) presented an intensive lecture, “Basic Auc-
tion Theory Revisited,” at the Kyoto University Institute of Econom-
ic Research (KIER) on May 18, 2010. This was an articulate explana-
tion running from the basics of auction theory through his latest re-
search. Professor Dastidar is proposing a novel model which takes
income as a given condition, unlike the conventional theories which
are based on the auction participants’ willingness to pay. By intro-
ducing a natural utility function, this new model facilitates analysis
of the income effect, which is inadequate under existing models.
This research also confirms the very interesting fact that the reve-
nue equivalence theorem does not hold true. The lecture was fol-
lowed by a lively discussion with the audience from a mechanism
design perspective. The presentation offered many insightful points
learning concerning both research methodology and results, and
greatly stimulated the young researchers who attended.
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KIER Lecture on Adverse Selection and Moral Hazard in Politics

June 14, 2010
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Washington University Professor Marcus Berliant presented a lec-
ture entitled “Dynamic Political Agency with Adverse Selection and
Moral Hazard” at the Kyoto University Institute of Economic Re-
search (KIER) Mita office on June 14, 2010. Professor Berliant is a
co-editor of The International Journal of Economic Theory, where
KIER Professors Kazuo Nishimura and Makoto Yano serve as man-
aging editors as part of this joint GCOE program.

The lecture was based on a paper of the same name which Pro-
fessor Berliant co-authored with University of Rochester Professor
John Duggan. This paper uses a theoretical model to analyze the
political issues between voters and candidates, whereby voters do
not know the character of candidates ex-ante and cannot directly
observe politicians’ actions after they are elected. The former is re-
ferred to as “adverse selection,” and the latter is viewed as a “mor-
al hazard.” The paper analyzes
how these problems can be
resolved from a long-term per-
spective.

The lecture meeting was
valuable for all the partici-
pants. Prof. Berliant provided
advice to graduate students
planning to study abroad be-
fore and after the presenta-
tion, and also discussed the
work being pursued by the
young researchers who at-
tended.

[
Professor Marcus Berliant
(Washington University)
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The Eighth GCOE History Seminar: “Frontiers in American Economic History”

June 3, 2010
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Associate Professor Chiaki Moriguchi

(left, Institute of Economic Research,
Hitotsubashi University) and Assistant

Professor Tomoko Yagyu (right, Keio |
University)

The Eighth GCOE History Seminar: “Frontiers in American Economic
History” took place June 3, 2010 at the Keio University Mita Campus.
The seminar was co-sponsored by the Keio /Kyoto Joint Global COE
Program and the Keio Economic Society, and featured presentations by
two economic history specialists: Hitotsubashi University Institute of
Economic Research Associate Professor Chiaki Moriguchi and Keio
University Faculty of Economics Assistant Professor Tomoko Yagyu.

Associate Professor Moriguchi examined the historical background
to the increase in adoptions in the U.S. from 1880 through 1930. She
noted securing labor and psychological support as two motives for
adoption, and pointed out the shift from the former to the latter over
that period.

Assistant Professor Yagyu presented her research on slave trading
in the southern U.S. prior to the Civil War. She examined the conditions
of slave traders and the factors which influenced the slave-trading mar-
ket, as well as investigations on the impact of slave trading on the
southern economy.

The seminar was attended by about 20 researchers from within and
outside the university, who engaged in lively debate following the pre-
sentations.
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Socio-Economic History Society 79th National Conference
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20106 H 19856 H20HICK(F T, BEEFk
REFAE Ly R+ v V) (RCTCHAERBEERZRE 79 D2E
REDRESN . 6 8 19 HD. S4DRFHREZITD [B
Bl (& mFE BA7IF O 3 DD/ — S CTHEAEN. [
BOE| EHET DT — N ZZO RS FTREDITHN I,

[BEFMERRRAXRIETOI S L] OXBEZZ(IIcHEHE
B (BEZZ2KRFARLHEBELMARERIABZLRE) ORE
(F7IT7DIN—bEUTITHN, 20 tMticaiF. JLREHTHA
DEpZEHIC. TMABOEDWMED. EERNCEDEKD
[CAADNTEZONCDOWVNTHRET Ulce IEREBIFEADELLT
(FANEDRZMEICH ST, ERMEEFERKEICELELZ
BHSNDEE, TRMBOEFSHRTHolc, FITMHED
ERECRZER T DUGICH L. EHREFFREDHEET
FEEUICERNSFSZHENTC, MPRITOMBERRIEITEHHER
H(CERMSDBEDWEICRC UTREIDER M ZER Ui,
RERDEFILE CIE, EREEROTONI,

The Socio-Economic History Society 79th National Conference took
place at the Kwansei Gakuin University Nishinomiya Uegahara Campus
on June 19 and 20, 2010. The first day was devoted to papers on unre-
stricted subjects, and was divided into sessions for research on the
West, Japan and Asia. Various reports were presented, including
themes related to market quality.

Keio University Graduate School of Economics Ph.D. student Hi-
roaki Morota presented a research paper in the Asian session, with
support from the Program to Support Presentations of Research Re-
sults by Young Researchers. This paper examines Northern China un-
der the Beiyang Government during the early 20th century as an ex-
ample of how the improvement of financial market quality has histori-
cally occurred.

With the intensification of civil war in Northern China under the Bei-
yang Government, financial institutions were forced to make loans to
military government organs and the financial market quality was poor.
In contrast to the prior research, which emphasizes monetary policy,
Morota uses materials discovered in the Liaoning Archives to point out
the import role which the profit-maximization behavior of commercial
banks ultimately played in improving market quality. There was a lively
discussion at the question and answer period following the report.
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(Keio University)

Compared with labor markets in foreign countries, the distinctive
characteristics of Japan's labor market include the strong desire to
work and high labor participation rate of people in their 60s. Re-
search on the labor market for older workers may be considered
important in terms of both theory and policy.

At the Labor Section, we are conducting research on four aspects
of the labor market for older workers: demographic research, espe-
cially concerning marriage behavior; reform of the existing social
security system under the aging and diversification of society; hiring
of workers in their early 60s, and the relation between the seniarity
wage system and the expansion of employment; and enterprise hu-
man resource management and the employment of older workers.

| would like to introduce the last of these four areas, which is
human resource management and the employment of older workers.
We are currently conducting an interview survey in this field in retail
and other industries.

The legal mandatory retirement age is presently 60 in Japan,
but under the provisions of 2006 revisions to the Law Concerning
Stabilization of Employment of Older Persons, enterprises must se-
lect one of the following three options: increase the retirement age
to 65, abolish their mandatory retirement systems; or provide con-
tinued employment to employees from their retirement at age 60
until they turn 65. The vast majority of firms are complying with this
law not by increasing the retirement age or abolishing their manda-
tory retirement systems, but through re-employment, employment
extension and other continued employment systems.

The following types of theoretical and policy issues arise under
these circumstances.

First, to begin with, what is the difference between increasing
the retirement age and providing continued employment? Boosting
the retirement age extends workers” employment as regular employ-
ees, who are normally paid monthly salaries. In contrast, continued
employment systems mostly pay hourly wages, and the working
hours are typically shorter than those of regular employees.

This means that compared with setting a higher retirement age,
all other things being equal, continued employment systems share
the pie of employment for the elderly among a greater number of
employees. In other words, continued employment systems are re-
ally just work-sharing arrangements for older workers.

The second question concerns the hypothetical effects within
the same industry if a given firm were to raise its mandatory retire-
ment age to 65, as well as what sort of coordination with other
personnel systems would be required with a retirement age in-
crease. Such issues may be considered very important not only from
the standpoint of elderly employment itself, but also from the theo-
retical perspectives of the principles of complementarity, conver-
gence and variance of personnel systems.

Another aspect is how working conditions and compensation
change before and after retirement age under continued employ-
ment systems from age 60. Because enterprises often introduce
continued employment systems in order to utilize the expertise of
experienced employees, work contents commonly remain unchanged
before and after retirement. On the other hand, enterprises want to
reset the wages of employees who have reached retirement age,
and so older workers’ compensation probably declines under con-
tinued employment systems. While continued employment systems
do provide work sharing for older employees, if their working hours
remain full time, less money for the same work inevitably has a
negative impact on motivation. This is also problematic in that it
violates the principle of the same pay for the same work, and that
is the third issue which must be clarified in the human resource
management of older workers.
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