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Executive Summary

The recovery of the world economy
widened in 1999, underpinned by the
continued robustness of the US econo-
my, the firm European economy and
also economic recovery in Japan and
Asia. (Figure 1) 1) Key factors behind
the buoyant US economy were structur-
al changes in productivity, the labor
market and elsewhere, spurred by
information technology (IT) and regu-
latory reform. 2) Europe’s introduction
of the euro lent strong momentum to
fiscal discipline, regulatory reform and
other structural reform efforts.
3) Structural issues relating to technol-
ogy, education, financial systems and
legal systems are currently also under
the spotlight in East Asia, which is on
the road to recovery from its currency
and economic crises. 4) The Japanese
economy has moved on to a recovery
trajectory despite the impact of changes
in external economic conditions such as
yen appreciation and rising oil prices
(Partl, Chapter 1).

Factors such as IT development, the
expanding role of developing countries,
and a stronger NGO presence are boost-
ing diversity and interlinkages across the
globe, accelerating the pace of change.
(Figure 2) Regional integration around
the world is deepening not just in terms
of tariff measures but also domestic eco-
nomic measures . New directions are
emerging, including broadening of the
scope of regional groupings, and the co-
operation between different regional
groupings. Trade policy today needs to
be able to respond to these realities of
the global economy flexibly. It should
also try various approaches. A multi-
layered perspective will be crucial,
while based on the WTO-centered mul-
tilateral trading system.

The comprehensive liberalization
sought by the WTO, including tariffs,
investment and services, offers well-

balanced economic benefit for the
world economy, as is borne out by the
economic model simulation conducted
by MITIL (Figure 3) Economic analysis
revealed the economic cost incurred
through the abuse of anti-dumping and
other measures. On the other hand,
relation between trade and civil society
concerns such as the environment and
labor, issues brought to the fore by
NGOs, need to be addressed objective-
ly and in a manner which ensures infor-
mation disclosure and transparency.
(Part 11, Chapter 2)

have continued to hold firm in Asia,
with economic interdependence con-
tributing to the recovery of both East
Asia and Japan. (Figure 4, 5) It follows
that consideration of free trade agree-
ments with the Republic of Korea,
Singapore and elsewhere, as well as
other forms of regional integration
involving Japan, are in line with the
trends in economic analysis and eco-
nomic realities such as deepening trade
and investment interdependence. In
addition, acute policy attention should
be paid to new moves in terms of
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Notes : 1. Figures are as released by the IMF in April 2000.
2. Trade volume in the case of developed countries includes goods and services, trade in
goods only in the case of developed countries and economies in transition.

On the economic effects of regional
integration, dynamic effects such as
competition promotion and market
expansion are attracting the attention of
economic researchers. On the other
hand, in the wake of the currency and
economic crises, Japanese companies

broadening and deepening regional
integration in other groupings (EU,
NAFTA, Mercosur, etc.), as well as
new links between different regions.
Multi-layered, progressive efforts are
needed. Given the on-going fusion of
the domestic and external economies,
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Figure 2: World trade in goods and services and direct investment

the deepening of regional integration
must be addressed in tandem with
domestic economic structural reform.
(Figure 6) (Part II, Chapter 3)

Looking to Japanese industrial com-
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on-going disparity. Fundamental rea-
son for better performance of electrici-
ty, telecommunications, air transport
and finance in the US and elsewhere, is
that synergy between institutional inno-

vation (regulatory reform and competi-
tion promotion) and market innovation
is boosting productivity. (Figure 8)
Since this process of synergic innova-
tion continues to unfold in the US and
other countries, Japan cannot afford to
delay its own economic structural
reforms and regulatory reforms. (Part
111, Chapter 4)

Japan needs to make positive use of
globalization as a chance to stimulate
the Japanese economy. 1) Inward FDI
has recently been expanding. M&As
involving foreign management
participation should improve corporate
governance in Japan. (Figure 9) 2) In
this age of economic globalization,
competition is no longer simply among
companies. Synchronization of reform
efforts in the public domain across
countries which could be described as
“international system competition” is
developing as countries compete to
create attractive markets which will
draw capital and human resources. For
example, countries are reforming their
medical and educational systems to
improve quality and efficiency by
introducing the principle of competi-
tion while maintaining a framework to
ensure service quality. 3) Japan must

take advantage of the experience of
petitiveness in the
global economy,
trade data on the
course of manufac-

Figure 3: Economic effect of trade and investment liberalization ( GDP-boosting effect )
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Figure 4: Growth rate of Japanese import value (yen base) and contribution by region (Q-Q)
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Figure 5: Japanese export value (yen base) growth rate and degree of contribution by region (Q-Q)
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Source : Trade Statistics ( Ministry of Finance )
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other countries in judicial system
reform, which has great economic
significance. It should seek to provide
abundant, high-quality legal services,
as well as improving their transparency
and information access. (Part III,
Chapter 5)

Expanding the “Three Dialogues”
— Aims of the White Paper on
International Trade 2000 —

The White Paper on International
Trade 2000, submitted to the Cabinet
on 16 May, is the product of intellectu-
al input from many quarters within and
beyond MITI. Such input was a great
blessing to the production team, and I
would like to take this opportunity to
express my appreciation again to every-
one involved. Combining various
intellectual insights into one document
is a highly dynamic process, and 1 felt
that diverse and substantial “dialogues™
were achieved in a number of cases.
Here I would like to share with you the
thoughts of the production team, and
particularly the International Trade
Research Office.

Figure 6: Types of regional integration
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Note : Examples here refer to goals of the regional groupings, and do
not imply that these have already been completely fulfilled.

Figure 8: Comparison of Japanese and US productivity (TFP)
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Note: The vertical axis indicates relative parity (how much higher Japan's production prices are against the US),

as well as the extent to which the TFP contributes to this.
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1.Agriculture, forestry, fishing
2.Coal-mining
3.0ther mining
4.Construction
5.Food
6.Textiles
7.Clothing, accessories
8.Wood, wood products
9.Furnishings, fixtures
10.Paper, pulp
11.Publishing, printing
12.Chemicals
13.Petroleum & coal products
14.Leather products
15.Ceramics, cement
16.Primary metals
17 .Metal products
18.General machinery
19.Electrical machinery
20.Cars
21.0ther transport machinery
22 Precision machinery
23.0ther manufacturing
24 Transport
25.Telecommunications
26.Electricity
27.Gas
28.Wholesale, retail
29 Finance, insurance, real estate
30.Services



Dialogue with Policy
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Figure 7: Trade value between Japan, US and East Asia (yen base; 1990-98)

The major focus of this
year’s White Paper was dia-
logue between policy and
research and analysis. Good
policy, it goes without saying,
is based on good analysis. As
the division embodying
MITTI’s research functions, it
is the obvious mandate of the
International Trade Research
Office to provide valuable
analysis which will assist in
policy consideration. At the
same time, neither policy nor
research and analysis can per-

* Total trade value
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form effectively unless main-
tained as separate functions.
Research and analysis in par-
ticular demand a certain accu-
mulation of knowledge and
skills, as well as a sense of
professionalism as an ana-
lyst/researcher. “Dialogue”
therefore becomes important
as an ongoing fruitful

(¥ 100 million )

exchange between policy and
research and analysis built on
mutual respect. In this year’s
White Paper process, we cre-
ated a number of brief reports
for the Ministry’s perusal and
used the consequent feedback
as the basis for developing
White Paper materials, which
proved to be an effective

mode of dialogue.

In addition, government
research and analysis stand distinct
from purely academic research in their
value in policy consideration. The skil-
ful amalgam of input from economists
and analysts from different fields with
policy-side interests is also a key factor
determining the success of a White
Paper.

We were most fortunate that this
year’s process coincided with increas-
ing interest in multi-layered trade poli-
cy which, while grounded in the multi-
lateral trading system, also embraces
regional integration. Many points have
yet to be addressed by research and
analysis in regard to this policy, which
definitely deserves continued attention

in future White Papers. Another point
meriting special regard in the context of
dialogue with policy is intra-govern-
mental coordination. This year’s White
Paper analyzes areas strongly tied to
other ministries and agencies, such as
service industry productivity, interna-
tional systemic competition in educa-
tion and medicine, and judicial system-
reform, and in these areas too, dialogue
produced a rich harvest.

Dialogue with Readers
One point of which we were highly

conscious in the White Paper 2000
process was dialogue with readers. My

Sources : Trade Statistics ( Ministry of Finance )

stint at the OECD until last year served
as a valuable experience in this regard.
Much of the OECD’s work involves
disseminating messages through vari-
ous types of reports and other channels.
Strongly aware that the most substan-
tive message is meaningless if it does-
n’t communicate to the intended audi-
ence, OECD staff employ a range of
devices to ensure that they are getting
through.

With this lesson in mind, a larger
paper size and font were used for the
popular version of the White Paper
2000, while the initial “executive sum-
mary” condenses the key points of the
whole document into two pages. A
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Figure 9: FDI in Japan ( on a report / notification basis )
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Note : Before 1991, a prior notification system applied; from January 1992, in principle, an ex post facto report system.

wide margin was left on the left-hand
side to allow room for a “story-line”
tracking the gist of the text, and inter-
esting topics were presented in numer-
ous column boxes. An extensive bibli-
ography was also attached. The cover
design was selected by brainstorming
among International Trade Research
Office staff in search of an attractive
and appealing style.

Further, because the goal of con-
tributing to policy analysis tends to
make White Paper content rather spe-
cialist, International Trade Research
Office staff devoted extra time to creat-
ing Q&A on Japan’s Course in the
Global Economy (published by the
Research Institute of International
Trade and Industry), a highly accessible
commentary designed to maximize the
range of White Paper penetration. I
hope readers will use this as a compan-
ion volume to the White Paper.

I have been greatly heartened at the
positive reactions to the White Paper
2000 demonstrated by the media and
elsewhere. While there is certainly

room for further improvement, the
focus in the coming years should
remain on reaching as many readers as
possible with the White Paper’s mes-
sage.

Dialogue with the Future

In closing, I would like to comment
on the content of the White Paper. As
the White Paper is an independent doc-
ument which should tell its own story, I
would urge readers to pick it up and
give it the opportunity to do so.

The information technology revolu-
tion is an issue which will shape
Japan’s future, and its handling in this
year’s White Paper has drawn consider-
able interest. The White Paper 2000
looks at the IT revolution from the per-
spective of IT technology users rather
than suppliers. The way in which mar-
ket innovation and structural reform are
occurring in parallel with a dramatic
expansion in “informatization” in the
United States and elsewhere is exam-
ined in various contexts, particularly
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medicine and education, searching for
clues for Japan.

The central thrust of this year’s
White Paper was perhaps the question
of how to ensure the peace and security
of our own future. Recently, analysts
have been pointing to a sense of occlu-
sion in Japanese society, and recover-
ing the resilience to competition which
once drove Japanese economic growth
has certainly never been more vital.
Such developments have boosted the
need for dialogue toward overcoming
occlusion, which will in turn produce
the synergy between the market and
institutions, and between foreign and
domestic economic policy, which is
emphasized in the White Paper 2000.
The White Paper signifies a continua-
tion of this dialogue.

Expanding the “Three Dialogues”
was written by Kawamoto Akira,
Director of the International Trade
Research Office, International Trade
Policy Bureau, Ministry of Inter-
national Trade and Industry.




