BERIFKEFEXEREFFNRE - BERRRE REKZZEHIIMERE
2'0—)\JL COE (Center of Excellence) OS5\ JUNE 2011 No.11

Newsletter

TIZOERBELETIHA 2T 5 DR E/IERS

Raising Market Quality-Integrated Design of “Market Infrastructure”

Contents

02 Foreword: Earthquake Disaster Reconstruction,
Using Private Capital to Reduce the Fiscal Burden,
and Improving Efficiency with Farming and Fishing Trusts
04  Activity Report
1. FY2010 Second GCOE Researchers Symposium
2. Keio University Joint Research Center for Panel Studies Symposium:
Education, Healthcare, Social Security and Tax Systems

3. International Conference “Empirical Investigations in Trade and
Investment V"

4. Institutions and Merchant Communities in Asia from the 18th to
the 20th Centuries: Analyses of Global Trade Expansion from Local
Perspectives

5. The Role of the Financial Sector in Promoting Economic
Growth in Asia

07 Introduction of Research Activities by “Young Researchers”
08 Personnel Transfers and List of Discussion Papers

=
02 BES : BXERIEEESOFEAICKDHBEIEDRREE
B - REDEFEICLDME(E
04 EEhERE
1. Ty 22 £E £ 2 @J0—/\)L COE HAEHES
2. NRIVAEHERRNRY YRIDL—HE - BE - toREEHEIE
3. B>V T7 7L VR [ES - REICET KA V]
4. Institutions and Merchant Communities in Asia from the 18th to |
the 20th Centuries: Analyses of Global Trade Expansion from Local Perspectives =) ‘1 o L T
5. EMIVI7LYR [PI7DHRESREY 5 —DRE \ s
07 EFMREOHFEEET
08 AZ&@ - T« ANy ayR—)\——&




ate Capital to Re
y with Farming and F

EHIC X 2 WL £

& 2 %4L
o THHEAT

raduate Sch

BRERIE, RS OB ISR EEFS b5, L
L. BUOFICX 2l fiE 2 _CHRL T RPEGEIFOATZ LT,
BREMOHFEHBZRE RS, HEEZTE) LV REIID RV,
ARFTIE RMBEEZEALLLS, HEAHELED S Z L0 HK
W Gr HEOBICEEORBOI AR, EEWEEORHRL
ZRAET D720 0 [FEFE] HHIIOWT RFEL2v,

KB A ¥ 7 FHEID 7D DEEIIRD L) A X TR
POMETHIENTES, BENZLEH L V75T, 728 213K
BEEOINEARESNA»HONLT BV 27 FThHIUL, 1D
o, BELLORAPLAELNLINEE, REOZERIGRS
LZETCRMEMPOBEEEIELZENTRELZ DT, EHSOMEEED
D L EN LD, WEOAMZRIHTTE 5,

1 AVT3T7 2 ROE#EH (BI)

Figurel Revenue Bond Scheme
FEORE
Transparancy
gl
25 g
Variable Rate Market Discipline
Revenue Bond | < BER
{5 (1:/'7\)5 Investors
WA 2/
N 60% >
Income from
Infrastructure \
ENno5D
H&EE
ANy
(40%) A
Public Injection > Govermment
(40%)

M1THMTEE, OFFEERET, KERSNADNETFHEZIT).
Q@K EEFE T L MRS B O R PR35, QRSO
BEBEITH LT, 2L 21E2%DEMZHETA-01213, KM1DE
LRMESLOLRE, EOMREICTREPEZENTS, @M1TIE,
60% % RHE 4, 40% ZEOEEL VW) EFITRDSN72612 R LT
Wb,

R »S0HEEET. M1DOX)I, BBHEMETLILLFET
Hbo FROKERGNADZEEIZLD, REHEER~OEHHE
B3 oAz UL, EIXIFROKEREORLUELICEL SRT
REBBERICV A BHIHEEN DI kb, KEHEEOREIAT
B EFLEFDP R TE R D -G A I, M2OX)ICTHREMNZ
RELT, 7223 ®IKTH 1.0% OEMNEMRTELL V75T 7

The disaster reconstruction following the March 11 Great
East Japan Earthquake will reportedly require tens of trillions
of yen [hundreds of billions of dollars] in government
expenditures. Yet few have proposed using private-sector
funds to reduce government outlays as much as possible
while maintaining the scale of the reconstruction works.

@) ¢ advance

This essay proposes concrete measures
reconstruction while introducing private-sector funds. It
also proposes an expansion in the scale of agriculture during
reconstruction and utilizing trust techniques to improve
agricultural efficiency.

Private-sector capital for the reconstruction of large-
scale infrastructure could be collected using the following
type of scheme. Some infrastructure, such as water supply,
generates charges and other income each month. For such
projects, the revenues from charges and other income could
be distributed to private investors, as shown in Figure 1.This
makes it possible to solicit funds from the private sector,
not rely on government funds alone, and reduce the fiscal
burden.

This approach can be explained step by step using
Figure 1 as follows. 1 Estimate the future water charges
income at the planning stage. 2 Estimate the water supply
reconstruction expenses and the future maintenance and
repair expenses. 3 Derive the ratio between national and
private-sector funds in Figure 1 required, for example, to
ensure a 2% interest rate for private investment capital. 4
Figure 1 presents an example with a ratio of 60% private
funds to 40% public funds.

As shown in Figure 1, it would also be possible to set
a variable interest rate for the private investment capital. If
fluctuations in future water supply charges income are linked
to the interest rate paid to private investors, the government
could transfer the risk to the private sector and would no
longer be affected by the ups and downs of the water supply
business. As shown in Figure 2, this could also be arranged as

an infrastructure fund with a minimum interest rate, such as
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(1) Yoshino, Naoyuki “Financing Transport Infrastructure
Development in Southeast Asia”, Southeast Asian Economic
Outlook, Nov. 2010, Chap. 6, OECD

(2) HHHEAT [7 Y7 2 WY B EREEOLEILL I —KRL— FAN
F A TEREHEE] 20115 H 5. No.601

1.0%, in cases when the water supply charges income does
not adequately cover the interest payments.

The merits of introducing private capital are that in
addition to reducing the government’s burden, with this
structure the fluctuations in the interest income paid to
the private fund would indicate the health of the business
operations to both investors and local government bodies.

Photovoltaic equipment is being installed on the
roofs of households in Iida City, Nagano Prefecture using
private-sector funds. If private capital can similarly be used
to install photovoltaic equipment in the disaster areas,
that would decrease load and reduce the need for nuclear
power generation. Similar effects have been achieved by a
system used for wind power. Individuals invest ¥100,000 to
¥500,000, the equipment is installed, and a portion of the
subsequent electric power income is paid as dividends to the
INvestors.

It is also possible to use the earthquake disaster as an
opportunity to improve farming and fishing efficiency. Post-
war agricultural land reforms in Japan abolished the system
of large landowners, making it possible for former tenant
farmers to own land. However, this created a system whereby
small-scale farmers are each growing their own crops, with
inefficient agricultural production. Japanese farmers produce
delicious high-quality rice, but economies of scale cannot be
achieved on small-scale holdings. There are farmers in Japan
who are growing too old to work, but do not want to sell
their agricultural land. They would like to turn over the farm
work to younger farmers, but their own children do not
want to farm. The establishment of an agricultural land trust
system would meet the needs of these elderly farmers and
allow young people who want to farm to put their hands
to the plow. A portion of the revenues from agricultural
products sales would be used to pay dividends to the elderly
landowners. By receiving farming rights from multiple
agricultural landowners, the young farmers could combine
plots to realize more efficient larger-scale agriculture.

A crisis is also an opportunity. A disaster recovery plan
which promotes structural changes in diverse fields should

become the springboard propelling a new beginning for

Japan.

(1) Yoshino, Naoyuki“Financing Transport Infrastructure
Development in Southeast Asia”, Southeast Asian
Economic Outlook, Nov. 2010, Chap. 6, OECD

(2) Yoshino, Naoyuki,“Ajia wo Torimaku Kinyu-Tohshi
no Henka to Koporetogabanannsu”[Changes in
Financial Investment and Corporate Governance in
Asia], Kokusai Mondai, May 2011, No. 601
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FY2010 Second GCOE Researchers Symposium
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The FY2010 Second GCOE Researchers Symposium was held February
14, 2011 at the Keio University Mita Campus. This symposium is held to
summarize the findings of young researchers at this GCOE and to further
advance their research.

At the symposium, GCOE researchers approaching the common
theme of “Raising Market Quality — Integrated Design of Market Infra-
structur” gave ten presentations on their research findings to date.

In the morning session, researchers from the Labor Section and the
Panel Data Section each presented two papers. The Labor Section pa-
pers examined (1) changes and determining factors in household educa-
tional expenses, and (2) the receipt of child support allowance by moth-
ers. The Panel Data Section papers investigated (1) the percentage of
expenses paid by parents when their children purchase housing, and (2)
a rational addiction model for cigarette smoking.

Researchers from the Finance Section, the Management, Accounting
and Marketing Section, and the Historical Analysis Section presented
their reports in the afternoon. The two Finance Section papers concerned
(1) the factors which determine liability structure and (2) long-term share
price performance following initial public offerings (IPOs). The Manage-
ment, Accounting and Marketing Section paper presented findings on
the use of Balanced Score Cards (BSCs) and strategic maps by Japanese
firms. The three Historical Analysis Section papers examined (1) the pro-
curement of mine timber by the coal mining industry in Hokkaido, (2) the
introduction of municipal waste disposal in Osaka City in the early Meiji
era, and (3) the cane sugar fertilizer market in Taiwan during the Japanese
colonial era.

The papers sparked spirited discussions on the theory and application
of market quality, and constructive comments were given regarding the
direction for future investigations by the young researchers.

n&EEsN.

Mr. Takuya Ishino
(Panel Data Section)

Mr. Naoshi lkeda
(Finance Section)

Mr. Takeyoshi Senoo
(Management, Accounting
and Marketing Section)

Mr. Takanori Hoshino
(Historical Analysis Section)



e )(R)VAEHEMFEILR

VRYODL—HE - ER - dxREEHGE

Keio University Joint Research Center for Panel Studies Symposium:

Education, Healthcare, Social Security and Tax Systems

March 11, 2011
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A symposium on “Education, Healthcare, Social Security and Tax Systems” spon-
sored by the Keio University Joint Research Center for Panel Studies took place
March 11, 2011 at the Keio University Mita Campus. The Keio University Joint Re-
search Center has designed and implemented the Japan Household Panel Survey
(JHPS) since 2009 to investigate such items as changes in household income, the
impact of taxes and social security systems on household finances, and the relation
between the home environment and children’s academic abilities. The symposium
began with an introduction of the JHPS, which was followed by six reports using
JHPS data. In this year, there has been a paticular focus on survey analyses concern-
ing education, including a special children’s survey on the academic abilities and
educational environment of the survey respondents’ children. The research concern-
ing education attracted great inter-
est.

The symposium drew over 100
participants including researchers
from university and private-sector
think tanks, and from government
bodies. Although the program was
interrupted by the earthquake, par-
ticipants eagerly posed questions
and shared comments from the floor.

Professor Yoshio Higuchi Assistant Professor

(Keio University) Kayoko Ishii

(Keio University)
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International Conference “Empirical Investigations in Trade and Investment V"

March 10-12, 2011
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The international conference “Empirical Investigations in Trade and Investment V"
took place March 10-12, 2011 at the G-SEC Conference Room on the Keio Univer-
sity Mita Campus. It was co-sponsored by this GCOE and the Economic Research
Institute for ASEAN and East Asia (ERIA).

This conference, held for the fifth time, is centered on researchers from the
International and Economic Development Section. The conference calls for empirical
research papers concerning trade and development each year, and 15 are selected
for presentation. Over 80 papers were submitted this year from Western, Asian and
other countries around the world, demonstrating the growing prominence of this
event.

A total of 41 researchers participated, including 23 from overseas. The confer-
ence featured the presentation of cutting-edge research findings and in-depth dis-
cussions. It provided many clues for examinations of “market quality” in interna-
tional economics and development economics.

While part of the program had to be changed because the Great East Japan
Earthquake struck during the conference, the participants including those from
abroad were all able to start their journeys home safely.

Lecturer Scott French
(School of Economics, Uni-
versity of New South Wales)

Professor Andrew Bernard
(Tuck School of Business at
Dartmouth)
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ries: Analyses of Global Trade Expansion from Local Perspectives

March 10-11, 20711
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An international workshop, “Institutions and Merchant Communities in Asia
from the 18th to the 20th Centuries: Analyses of Global Trade Expansion from
Local Perspectives”, was held March 10-11, 2011 at |-Pal Kagawa in Taka-
matsu City, Kagawa Prefecture. The event was jointly sponsored by this Keio/
Kyoto Global COE Program, the (Scientific Research B) Grants-in-aid for Sci-
entific Research Program “Global Trade Expansion and Local Market Institu-
tions in 19th Century Asia and North America,” and the Kagawa University
Faculty of Economics. Despite the rapid expansion in the global economy
since the 18th century, prior research has not sufficiently examined the insti-
tutional infrastructure which has made this growth possible. The international
workshop was held to clarify how Asian merchants with different origins,
ethnicities and nationalities reduced transaction costs, and how this changed
over time.

The workshop featured seven case studies on different periods and regions,
including the report by our joint Global COE member. Each report examined such
topics as the relations bet-
ween merchant association
activities and government
authorities and the social
ties among traders including
religious aspects, noting the
existence of diverse institu-
tional infrastructure. Each
reports elicited lively discus-
sions.
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The Role of the Financial Sector in Promoting Economic Growth in Asia

February 3, 2011
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This Keio/Kyoto Global COE Program sponsors international conferences on
desirable financial regulation and supervision, centered on government and
academia, together with the Financial Services Agency (FSA) Institute and the
Asia Development Bank Institute (ADBI), inviting researchers, policy makers
and business persons from Asia, North America and international organizations.

This year's conference “The Role of the Financial Sector in Promoting Econo-
mic Growth in Asia” took place on February 3, 2011, drew over 300 participants
and was commenced by Senior Vice Minister for Financial Services, Shozo
Azuma'’s opening speech. Project leader of the GCEO Program, Professor
Naoyuki Yoshino of Keio University, participated as chairperson.

The conference was divided into four sessions, with reports and discus-
sions on the role of the financial sector in supporting sustainable economic
growth in Asia, with its outstanding economic growth, and on desirable finan-
cial regulation and supervision. As well, it was pointed out that discussions of
financial assistance given to small businesses which characterize the Asian fi-
nancial market and financial structure, were not mentioned among the recent
discussions on financial regulations held by the West.

The conference program and summary are posted on the FSA Website. http://www.
fsa.go.jp/frtc/kenkyu/event/20110308.html

Professor Naoyuki Yoshino (eio University)
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Our Global COE Program “Raising Market Quality — Integrated
Design of "Market Infrastructure™ aims to clarify the relation-
ship between market infrastructure and market quality from a
global perspective. As a member of the Financial Section | have
focused on the monetary policy of China, which has achieved
outstanding economic development over the past decades, and
conducted research to verify how institutional market infra-
structures, including China’s currency and foreign-exchange
system design, financial system structure, use of credit adjust-
ment measures for instance, have contributed to economic
development and the improvement of financial markets.

My research to date has examined the changes in China’s
currency and foreign-exchange system and banking system,
and analyzed the various issues related to monetary policy from
a macroeconomic perspective, which was including the roles
of the People’s Bank of China (the central bank), the functions
of short-term credit markets, the efficacy of credit adjustment
measures and so on. The findings indicate that China's financial
markets are being upgraded along with administrative deregu-
lation, the promation of competition and other system reforms,
and that the financial markets are becoming more effective in
providing the lifeblood for economic development.

On the other hand, however, because Chinese state-owned
sector maintain information, funding and personnel advan-
tages over private sector, the resources of production are
gradually aggregating into state-owned banks and companies
as the economic scale expands, turning markets into oligopo-
lies. There are concerns that this could lead to a loss of market
quality. Accordingly, I now intend to advance my research using
financial data from each financial institution to re-examine the
effects of China’s monetary policy and the associated market
distortions from a microeconomic perspective.
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During my term at the GCOE | conducted research on trading
improprieties which occurred in modern Chinese goods markets,
especially those concerning product quality, and examined how
Chinese markets came to function well through the emergence
and resolution of such improprieties.

Based on my findings, after starting my new position at
Fukuoka University | intend to clarify how systems for the good
performance of markets in modern China were formed,
particularly systems to guarantee product quality on goods
markets.

While there were diverse instances of fraud regarding
quality on madern Chinese goods markets, in most cases the
problem in transactions was that the quality of the goods
provided by the seller did not meet the quality sought by the
buyer. Many markets are designed with laws and other formal
rules to guarantee quality, but these systems may not function
sufficiently. (Cases of fraudulent trading still appear today,
such as false identification of praduct origin). In particular,
the systems are less likely to function when newly designed
laws conflict with established customs. It seems that such
problems actually occurred on modern Chinese goods markets.

I now intend to advance my research by conducting sev-
eral case studies on goods trading improprieties in modern
China. This research will examine how systems were designed
to ensure quality, fraudulent trading was actually reduced and
markets came to function well in the process of overcoming
problems with quality of goods.
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Matsuura, Toshiyuki, Mitsuru Sunada

“Welfare Assessment of New Retail Formats: Evidence
from Japan's Retail Industry,” DP2010-018, March,
2011.
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Ishino, Takuya

“Youth's Beginning of Individual Housing Payment
and Tenure Choice: New Entries to Japanese Housing
Market,” DP2010-021, March, 201 1.
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Hayakawa, Kazunobu, Zheng Ji, Ayako Obashi
‘Industrial Production in Space: A Comparison of East
Asia and Europe,” DP2010-022, March, 201 1.

IRE CBf-4h B=X
[PISHHIC EDRET (SR DR E—F AL 23 FEBHICUEAN
[CBdgd~YAo0-¥=a2lb—3>] DP2011-001. 2011
F48

Yu, Chaowen, Mikio Nakayama
“A Note on the a-and B-Cores in TU Coalitional
Strategic Games,” DP2011-002, May, 201 1.

Hiraga, Kazuki
“The Macroeconomic Effects of Individual Commodity
Tax,” DP2011-003, June, 2011.
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