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ANOTEONEASTASIANCOMMUNITY:ASEAN+3ORASEAN+3+3

KAZUHIROIGAWA KobeUniversity

Abstract

JapanesestrategiesforEastAsianEconomicCommunityarediscussedfocusedonASEAN+3and

ASEAN+3+3.High-riskhigh-returninASEAN+3andlow-risklow-returninASEAN+3+3mightbe

comparedalternatives.BenefitsofJapandependonbenefitsofASEAN,becauseFDItoASEANfrom

Japanislarge.ForJapan,extendingbilateralFTA netisabasicrequirementandpromotingWTO

liberalizationisaneternaltarget,andregionalFTA inbetween,especiallyEastAsianEconomic

Community,isapresentissueforinternationaleconomicpolicy.

JELClassification:F42

Keywords:ASEAN+3,ASEAN+3+3,EastAsianCommunity,TradepolicyofJapan

1.Introduction

EastAsianeconomicpolicyofJapanisatthecrossroads.Japanshouldbeahegemony

memberofASEAN+3 (Japan,China,and Korea)orshould beoneofmembersof

ASEAN+3+3(plusAustralia,New ZealandandIndia).Itisalsotheimportantquestion

whethertochooseoneofthetwopolicies.Inthispaper,somediscussionsontheabove

policychoiceofJapanwillbemade.

ForeigneconomicpolicyofJapan,afterWorldWarSecond,hasbasedonmaintaining

goodrelationshipswithUS.EconomicrecoveryofJapanaftertheWardependedonUS

assistancesandJapanfollowedtheUS-leadBretonWoodsandGATTsystems.

InternationalmonetarysystemofIMFadjustablepegwasUSDollarsystemofWestern

worldandJapanaccumulatedUSdollarasreserves.Aftershiftedtoflexibleexchangerates,

in1970s,JapaneseYenappreciatedthreetimesin20yearsbutJapanmaintainedUSdollar
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asitsreserve-currency.JapanisnotearnesttoincreaseinternationaluseofYen,eveninEast

Asia.DominanceofUSdollarasaninternationalcurrencyhasbeenoutstandinginEastAsia,

evenaftertheAsianCurrencyCrisisof1997.AfterEuropeancountriesstartedEurosystem,

JapanwasnotactivetochangeUSdollarsysteminEastAsia.HoweverJapannowisinthe

positiontoreconsideritssituationofoverdependenceonUSdollar.

Internationaltradesystem ofGATTmultilateralsandliberalization,wasreinforcedby

GATT-Rounds(Kennedy,Tokyo,Uruguay)andJapanmadejointeffortswithUSforsuccess

oftheRounds.AfterWTOstarted,issuesaretradeliberalizationincludingagriculturalprod-

uctsandservicetrade,settingrulesforintellectualpropertyrightandforeigninvestments.All

oftheseissuesaredifficulttomakemultilateralagreementsandthusbilateralnegotiationsof

FTAhavebeenincreased.FormationofEUandNAFTAisanotherfactortohurrybilateral

andregionalFTA negotiationsandtohindertheliberalizationthroughWTO negotiation.

JapanandEastAsiancountrieshavelaggedbehindforthemovementsofFTA.

EastAsiancountriesaredifferentineconomicandpoliticalsystemsandhavedifferent

culturesandhistoricalexperiences.Howevergeeseflyingpatternsofeconomicdevelopments

inEastAsiahascultivatedeconomicenvironmentsofEastAsianeconomicintegrationor

community.AdevelopmentstrategyofexportpromotioninJapanisfollowedbyAsiaNIEs

(Korea,Taiwan,HongKongandSingapore),andthefollowedgeeseareASEAN4of

Thailand,Malaysia,Indonesia,Philippines.ThenextgooseofChinahasbigpotentialsboth

ofproduction and consumption.ThelastgeeseareNew-ASEAN4 ofVietnam,Laos,

Cambodia,andMyanmar.BeforerecentemergenceofChina,EastAsiancountriesofJapan,

AsiaNIEsandASEAN4hadheavilydependedonUSandEuropeaneconomiesandthus

couldnotstrengthenmovementsforEastAsianeconomicintegration.Theycouldenjoya

memberpositionofweakintegrationsofAPEC (Asia-PacificEconomicCooperation)and

ASEM (Asia-EuropeMeeting).However,recentdevelopmentofChinaandAsianCurrency

CrisishadchangedthesituationofEastAsiandependencesonUSandEU.Asanatural

economicmovement,intra-regionaldependencyhasincreasedwithinEastAsiancountries.

EastAsiancountriescouldnowmovetowardEastAsianCommunity.

2.EastAsianEconomicCommunity

ThereexistmanytypesofeconomicintegrationandcooperationinEastAsiaandin

neighborsofEastAsia.APEC isthelargestandASEM iswidest.ASEAN-FTA and

Australia-NewZealandFTAaregeographically,historicallyandpoliticallynaturalintegrations.

TherearemanybilateralFTAnetsinEastAsiancountries.EastAsianEconomicCommunity

imaginedbyeachEastAsiancountryisdifferentinmemberofcountriesandindegreeof

liberalization.Therearesomanyvariationsinintegrationprocess.Thereforethesediscussions

forEastAsian Economic Community have differentfocuses.Howeveramong those
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discussions,themostimportantandbasicpointnow forJapanisaboutchoicebetween

ASEAN+3andASEAN+3+3.

IncaseofASEAN+3,JapanshouldhavetightcooperationwithChinaandKoreathan

withAustralia,NewZealandandIndia.InthecaseofASEAN+3+3,Japanhassamedegree

ofcooperationwiththose5members.AustraliaisanimportantpartnerforJapanin

multilateralism oftradeliberalizationandinactualinternationaltrade,especiallyofnatural

resourcesandfoods.AstanceofforeigntradepolicyofJapanisbasicallymultilateraland

Australiaisanimportantpartnerinthispoint.IndiawillbeanimportantpartnerforJapan

incopewithsupremepowerofChinaandforinternationaltradeinIT (Information

Technology)relates.

EconomicrelationsbetweenASEANandJapanmightbedifferentbetweenthecaseof

ASEAN+3andASEAN+3+3.JapanhasmadelargeFDI(ForeignDirectInvestment)to

ASEAN asfinalexportbasesofJapaneseintermediateproducts,andanimportantroleof

ASEANasthebaseswillincreasewithASEAN+3+3.Thisisbecauseofgeographicalloca-

tionofASEANinthecaseofoneofthemembersofASEAN+3+3.JapaneseFDImightshift

moretoChinafrom ASEANinthecaseofASEAN+3.ThisisbecauseJapanshouldhave

advantageouspositioninChina,especiallyinproductionanddistributionactivities.IfJapan

hascloserpartnershipwithChina,Japan’sFDIflowswillshiftmoretoChinafordeeper

internationaldivisionoflaborbetweenthetwo.ThismeanslessFDIflowsfrom Japanto

ASEAN andapositionofASEAN willbemoreperipheryinEastAsianEconomic

CommunityinthecaseofASEAN+3.

3.Globalism and/orRegionalism

Bothmovementsofglobalizationandlocalizationarefinedintheworldtrendofeco-

nomicactivities.Ineconomicsystemswheresomeefficiencyorbenefitispursued,behaviors

ofeconomicagenciesmakethosemovementsofglobalizationandlocalizationtoattaintheir

targets.Iftheiractivitiesaremovementswithinsomelocalarea,thenthisislocalizationand

iftheyaremovementsbeyondborderthenthisisglobalization.Inastableeconomicenviron-

mentwhereinventionsandinnovationsarelessandsmallinnumberandinscale,thenboth

movementsofglobalizationandregionalizationwillbesmall.Historicallytechnologyinven-

tionsandinnovationsinsomearea,especiallyintransportationandtelecommunication,had

producedlargechangesineconomicenvironments.A marketsizehadbecomelargerand

largerwiththosetransportationandtelecommunicationtechnologychanges.Whenchangesof

economicenvironmentsarelargethemovementswillbelargeandwillhavetrends.

1990sisahistoricalperiodofpoliticalstumblingblocksbetweentheEasternandthe

Westerncampsareremoved,ofITrevolutionarewidelyutilized,andofmultilateraltrade

liberalizationsinUruguay-Roundareaccepted.Withthesenew economicenvironments,
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economicagents,especiallybusinessfirms,havefocusedonconstructingnew systemsof

moreefficientandmoreprofitable.Theseactivitiesmademovementsofbothglobalization

andregionalizationin1990sand2000s.

NowworldmarketsizehasbeenwidenedtoincludetheEasternsocialistcountriesand

manydevelopingcountries,andhasbeenexpandedthroughITsystems.Alleconomicagents

searchfornewsystemsofinternationaldivisionoflabor.Thesemovementsareglobaland

regional.Typicalefficientsystemsofdivisionoflaborcontaineconomiesofscaleandscope

anduseeconomiesofnetwork.Themovementforeconomiesofscaleandscopeisregional

ifitrequiresregionalconcentrationofindustriesandfirms,andthemovementfornetworkis

globalifinternationaltransportationcostsandtelecommunicationcostsfortransactionsbe-

comelight.Ifregionoftheconcentrationisbeyondnationalborders,andthisiscommonfor

recentlargebusinessfirms,aninternationalregionaleconomicintegrationcomesintoexis-

tence.Botheconomicglobalizationandregionaleconomicintegrationcomefromthebehavior

offirmsseekingforefficiencyandprofits.Inthissense,bothglobalismandregionalismare

differentaspectsofthesameeconomicbehavior.

Efficientchoiceofnetworksystemandefficientwayofeconomicintegrationdependon

economicenvironmentsuchastechnologiesoftransportationandtelecommunicationandas

socialinstitutionsrelatedtoeconomictransactions.Differentcountrieshavedifferentsocial

and economicinstitutions.Internationalinstitutionalframeworksamong countries,cover

differentinstitutionalframeworksofrelevantmembercountries.FTA,WTO,APEC,ASEM,

ASEAN+3,ASEAN+3+3,areinternationalinstitutionalframeworksinEastAsia.Depending

onsituationsofinstitutionalframeworksofmembercountries,useofnetworksandformof

economicintegrationsaredifferent,andthusdistributionofeconomicbenefitsamongmember

countriesisdifferent.Hereisareasonforcountriestocompeteinmakinginternational

institutionalframeworks.

4.ASEAN+3orASEAN+3+3

BeforediscussingdifferencesofeconomicbenefitsbetweenASEAN+3andASEAN+3+3,

formingASEAN+3ornot(thatis,bilateralFTAnetsbetweenASEANmembersandJapan)

mustbediscussed.ThisisadiscussionsimilartobeamemberofFTAofASEAN+3ornot

forJapan(butnotsamewithconclusionofrespectivebilateralFTAofJapan).Thereforewe

mustcountstaticbenefitsoftradecreationanddiversioneffectsanddynamicbenefitsofthe

economicintegration.Itisimportanttodiscussaboutdistributionofbenefitsbetweenmember

countries,howeverweneglectthisproblem byassumingmember’sbenefitsarebasically

increasingfunctionofgrouptotalbenefits.

Trade-diversioneffectsofshiftsinimportsfromUS,EUandotheroutsidecountriesof

ASEAN+3intoASEAN+3mightnotbesmall,becausetherearemanynaturalresources,
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capitalgoodsandtechnologyservicewhicharemoreefficientinoutsideworldofASEAN+3.

Tradecreationeffectsmightbelargebecausetherearemorepossibilitiestoincreaseinterna-

tionaldivisionoflaborwithinASEAN+3.Howevereconomicdevelopmentpatternofdepend-

ingonexportpromotionpolicyissimilarandthusexportcompetitionamongASEAN+3will

besevere.Thismeansbenefitsfrom tradeofcomplements(inter-industrytrade)mightbe

smallinASEAN+3.Dynamicbenefitswilldominatethosestaticeffects.Ifatypeofeco-

nomicdevelopmentinASEAN+3dependslargelyonexportpromotionofmanufacturing

productstotheoutsidecountries,thedynamiceffectsmightbesmall.Howeverifthedy-

namiceffectscomefrommarketexpansionwithinASEAN+3,especiallyexpansionofChina

market,benefitswillbelarge.ChinaandASEANhavelargepotentialsofeconomicdevelop-

ments.TheirdevelopmentslargelydependonFDIfromJapanandUSandEU.IfASEAN+3

continuetobecompetitiveinmanufacturingproductsintheworld,FDIinflowswillbe

continued.Howeverrisksofenvironmentpollution,ofpoliticalstabilityandoftechnology

transfermightputlimitstotheirdevelopments.Toavoidtheserisks,FDImightgotooutside

ofASEAN+3andthedynamicbenefitsmightnotbelarge.Thereforecost-benefitof

ASEAN+3dependsonhowtherisksareevaluatedfromoutsidecountries.

Nowweareinthepositiontodiscusswhicheconomicbenefitswillbelargerbetween

ASEAN+3andASEAN+3+3.JapanisoneofmembersofASEAN+3andASEAN+3+3.Thus

ifinstitutionalframeworkisthesamebothincaseofASEAN+3andofASEAN+3+3,

economicbenefitofJapanwilldependontrade-creationandtrade-diversionstaticeffectsand

alsodependondynamicbenefitsfrom economicintegrationofASEAN+3withOther-three

(Australia,NewZealand,andIndia).Trade-diversioneffectsofshiftsofimportsfromUSand

EUtoimportfrom ASEAN+3+3mightnotbelarge,becauseagriculturalproducts,natural

resourcesandITserviceproductsofOther-threearecompetitiveproductsintheworld.

TechnologytransferfromUSandEUwillbecrucialtoASEAN+3+3butmightnotchange

muchwithformationofASEAN+3+3.

Tradecreationeffectswillbelargebecausetherearemanypossibilitiestoincrease

internationaldivisionoflaborwithinASEAN+3+3.Inter-industrytradewillbeincreasedby

theformationofASEAN+3+3.Furthermoredynamicbenefitswilldominatethosestatic

effects.ChinaandASEAN havelargepotentialsofeconomicdevelopments,dependingon

FDIfromJapanandUSandEU.IfASEAN+3getspositionofproductioncenterofmanufac-

turesintheworld,andifIndiadevelopswithgrowthofITindustry,andifnaturalresources

becomemoreimportantasinputs,thenFDIinflowswillbecontinuedintoASEAN+3+3.

EveniffundsfromUSandEUbecomescares,ASEAN+3+3willhaveitsownfunds,which

areaccumulationsfrom internationaltradesurpluses.IndiainOther-threealsohaslarge

potentialsforeconomicdevelopmentsandmightgivebenefitstoASEAN+3+3,becauseits

developmentstyleismoredomesticmarketoriented.Thisstyleisdifferentfrom export

orientedstyleinASEAN+3.
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Therefore,asusualargumentsforFTA orCustomsUnion,aninternationaleconomic

integrationwillhavenetpositiveeffects,andASEAN+3+3isbetterthanASEAN+3for

Japan.Wemustkeepinmindthatthisistrueincaseofinstitutionalframeworksin

ASEAN+3isthesameasinASEAN+3+3.Itispossibleormorerealistictobethecasethat

ASEAN+3andASEAN+3+3havedifferentinstitutionalframeworks.

5.Cost-BenefitofEconomicIntegration

Thediscussionaboutcost-benefitofASEAN+3andASEAN+3+3intheabovesection4,

dependsontheassumptionofanintegrationprocessofformingASEAN+3firstandthen

formingASEAN+3+3.Italsodependsontheassumptionofsimilarrevelofinstitutional

frameworksinthoseeconomicintegrations.Howevertherearenotimeschedulesandno

enforcementofsimilarrevelsofliberalizationinformingthoseeconomicintegrations.There

existpossibilitiesoffollows(1)-(4).

(1)onlyASEAN+3

(2)onlyASEAN+3+3

(3)firstASEAN+3thenlaterASEAN+3+3

(4)firstASEAN+3+3thenlaterASEAN+3.

Institutionalframeworksofeconomicintegrationwillbedifferentinthefourcases,

especiallyincasesbetweenfirst(oronly)ASEAN+3andfirst(andonly)ASEAN+3+3.Here

wediscussaboutinstitutionaldifferencesofthecasesbetweenfirstASEAN+3andfirst

ASEAN+3+3.

WTOnegotiationisdifficultifrevelofliberalizationishighandconflictsamongmem-

bercountriesareinmanypoints.Apossibilityoftheconflictswillincreasewhennumberof

membercountriesincreases.ThereforecomparingASEAN+3andASEAN+3+3,numberof

membersismoreinASEAN+3+3andconflictswillbemore,relativetoASEAN+3.

Thereforeagreeableframeworksofinstitutionforeconomicintegrationwillbelessrestrictive

andlessliberalizedonesinASEAN+3+3thanonesinASEAN+3.

ASEAN+3hasbeentakeninitiativesbyChina.FirstmovementofChina’sFTAapproach

toASEANhaspushedASEANmemberstocallforinclusionofJapanandKorea.Thisis

becauseChinaissobiginASEAN-ChinaFTAandwilltakeleadershipsoftheFTA,and

thisChinaproblemforASEANmightbemitigatedbyincludingJapanandKorea.However

therearemanyJapanesefirmswhosebusinessfieldisnotrestrictedinASEAN+3,butis

global.AustraliaisimportantpartnerforJapan,importingnaturalresourcesandagricultural

productsandpromotingAPECcooperation.ForJapan,Chinaistoughcompetitorofleader-

shipinASEAN+3,andhasmanycompetitivesectorsinmanufacturingindustries.This

problem willbemitigatedbyincludinganotherbigcountryofIndia.Indiaisanemerging

economyandwillbecompetitiveinITindustryandIndia-Japancouldhavedivisionoflabor
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inawayofcomplement.JapanhastakeninitiativesforASEAN+3+3asoneofotheroptions.

ItisapointforJapantocomparemeritsofeconomicintegrationsbetweenASEAN+3

withhigherlevelofliberalizationandASEAN+3+3withlowerlevelofliberalization.With

higherlevelofliberalizationofASEAN+3,economicintegrationwillbedeeperandinterna-

tionaldivisionoflaborwillbedeeperinhorizontal(inter-industry)waysandvertical(intra-

industry)ways.Japancansharethedeeperdivisionoflaborandwillgetmorebenefitsfrom

highergrowthrateofChinaandASEAN.Howevertherearemanyriskfactorsconcerningto

highergrowthrateofChinaandASEAN.IfexportcompetitionamongASEAN+3creates

efficientproduction-distributionsystemsandmarketsizeofexportsexpands,thenASEAN+3

canenjoyhighergrowthrates.ForformingefficientsystemsinASEAN+3,FDIinflowsfrom

USandEUshouldbecontinued,andforexpandingexportmarketsizeUSandEUmarkets

shouldbewidened.ASEAN+3dependsonUSandEUuntilintra-regionalinvestmentfund

becomelargeandtechnologylevelbecomehigh.However,ifASEAN+3isevaluatedasa

strategicallycompetitivegroupforUSandEUfirms,FDIandtechnologytransferfromUS

andEUfirmsmightberegulated,andhighergrowthratesinASEAN+3mightbelimited.

BenefitsofASEAN+3thusdependonexpectedrelationswithUSandEU.IfChinadominate

ASEAN+3orifcompetitionbetweenChinaandJapanforhegemonyincreaserisks,then

gainsfromASEAN+3willbelimited,andthusbenefitsforJapanwillbelimited.

WithlowerlevelofliberalizationinASEAN+3+3,economicintegrationwillbesoftand

divisionoflaborwillbelessspecializedinhorizontalwaysandverticalways.Japancan

sharethegeographicallywiderdivisionoflaborandwillgetmorebenefitsfromwidersafety

netofglobalinterdependences.ASEAN+3+3includesbigeconomicpotentialcountryofIndia,

inadditiontoChinaandASEAN.ThebenefitsforJapantojoinitcomefromtrade-creation

effectsanddynamiceffectsoftheintegration.Asalreadydiscussed,internationaltradeof

JapanwithAustralia,NewZealandandIndiaishorizontal(inter-industry)inthesensethat

exportitemsareproductsofmutuallydifferentindustries.Thereforetrade-creationeffectswill

belarge.Moreimportantbenefitsofdynamiceffectswillcomefrom growthofChina,

ASEAN,andIndia.WithlowerlevelofliberalizationinASEAN+3+3,economicgrowthrate

ofChinamightbedecreasedrelativetothecaseofASEAN+3.ThisisbecausesomeFDI

flowswillbediversified,moreFDIwillflowinIndiainsteadofChina,andnumberofcenter

ineconomicconcentrationwillbeincreasedinoutsideofChina.Thereforenetdynamic

benefitsforJapaninthecaseofASEAN+3+3relativetoASEAN+3mostlydependonminus

effectsofChinaandonpluseffectsofIndia,inadditiontothegainsfromdevelopmentsof

AustraliaandNewZealand.

InthecasethatJapancangetlargerbenefitsinASEAN+3+3oflowerlevelofliberali-

zationthaninASEAN+3ofhigherlevelofliberalization,JapanwillpreferASEAN+3+3if

negotiationcosts(includingtimecost)andrisks(suchasincreaseofcomplainsfromoutside

members)ofmoremembersaresmall.Intheoppositecase,JapanwillpreferASEAN+3if
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riskfactorsinASEAN+3,alreadymentioned,arenotserious.Difficultcasesarechoices

betweenhigh-riskhigh-returninASEAN+3andlow-risklow-returninASEAN+3+3.

WhenASEAN+3andASEAN+3+3bothareformed,Japancanenjoycombinationof

bothbenefits.Iffirstagreementislessliberalizedoneforeasyagreement,thenASEAN+3+3

shouldbefirst.ThisisbecauseifASEAN+3islowrevelofliberalization,thelessliberalized

ASEAN+3+3isnotinterestingtoform.FirstASEAN+3+3thenASEAN+3ofhigherrevelof

liberalizationwillbebetterchoiceforJapan.

6.StrategicPositionofASEAN+3+3

ForJapan,thewidestnegotiationnetoftrade(andinvestment)liberalizationisWTO,

althoughtherearemanycountrieswhicharenotmembersofWTO.Thenarrowestunitis

bilateralnegotiationofFTA (orEPA).Inbetween,ASEAN+3,ASEAN+3+3,ASEM,and

APECexist.AsWTOnegotiationofDoha-roundtakingtime,andNAFTAandEUoflarge

economicintegrationblockshaveembarked,manycountriesstartedtonegotiatebilateralFTA,

andregionaleconomicblockofneighborcountries.EastAsiancountriesdependlargelyon

theirexportmarketstoNAFTA andEU,andarelatecomersforFTA andEastAsian

regionalintegration.ASEAN isanexceptionandhasstrengthenedunification,increasing

membercountries,withassistanceofWesterndevelopedcountriesandJapan.ASEAN6

(Singapore,ASEAN4,Brunei)wasmoreinterestedinstrengtheningpartnershipswithJapan,

USandEuropeancountries.JapaneseinvestmentintoASEAN6waslargeanddevelopmentof

ASEAN returnsbenefitstoJapan.InclusionofNew-ASEAN4anddevelopmentofChina

increasedconnectionofASEANwithChina.

Japanhasbeensupportingmultilateraltrade-investmentliberalizationofWTO,asafirst

priority.Asasecondbest,JapanwillchooseASEAN+3,ASEAN+3+3,ASEM,andAPEC

liberalization,andbilateralFTA(EPA)mightbeathirdbest.ASEM includesmanyEuropean

countriesandAPEC includesRussia,andpacific-Americancountries(includingNAFTA

members)andthusFTA ofASEM orAPEClookstaketime.ASEAN+3+3isthelargest

Asiangroupatthemoment,andthusisbest,forJapantodiscussFTA(EPA)ofEastAsia,

focusingWTO liberalization.LeadershipofJapanforASEAN+3+3mighthavestimulated

proposalforFTAofAPECbyUS.USwantstoavoidandcareaboutEastAsiancommunity

ofChina-Japanhegemony.APECandASEM arewiderinthenumberofmembersthan

ASEAN+3+3andmightbebetterliberalizationareaforJapaninmovingtowardWTO

liberalization.

ASEM andAPECareincreasingtheirimportanceinpoliticalpresenceratherthantrade

liberalizationareas.However,iftradeliberalizationofASEM andAPECisanecessarystep

forWTOliberalization,ASEAN+3and/orASEAN+3+3couldbeanimportantcoreofthose

liberalizations.
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JapanhasmadelargeFDIintoASEANanddevelopmentofASEANwillbringlarge

benefitstoJapan.ASEANisalsoanimportantpartnerwhenJapancompeteshegemonywith

China.ThereforeJapanmustalsocountbenefitsofASEAN inastrategyofinternational

tradepolicy.ASEAN preferredASEAN+3FTA toASEAN-ChinaFTA inavoidingover-

presenceofChina,butmightmorepreferASEAN+3+3,becauseASEANbecomealocational

centeroftheregion.Inthispoint,interestsofASEANforEastAsianregionalintegration

willcoincidewiththoseofJapan.Hereexistsuggestionsofinternationaltradestrategyfor

Japan.Thatis,strategicallyJapanmustsupportbenefitsandgetsympathyofASEAN.With

thisstrategyofJapan,ASEAN+3+3willbecomemorepossiblewithsupportsofASEAN.

EvenifASEAN+3becomeactualrealization,ASEAN wouldsupporthegemonyofJapan.

ASEAN isinterestedinwiderpartnershipswithandsupportsfrom notonlyEastAsian

countriesbutUSandEU.TherollsofASEANwillincreaseitsimportanceintradeliberali-

zationnegotiationsinAPECorinASEM,andwillbeagoodpartnerofJapan.Another

suggestionforpriorityininternationaltradestrategyofJapanis,firstlypromotionofliberali-

zationinWTO,secondlyleadingASEAN+3+3asEastAsianCommunity.Expandingnetsof

bilateralFTA(especiallyinEastAsia)isbasicpoliciesnowforallcountriestohavegood

relationswithpartnercountries.
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CORPORATEGROUPSANDSTOCKPRICINGINJAPAN
―INFORMATIONTRANSFEREFFECTSOF
EARNINGSFORECASTREVISION―

KAZUHISAOTOGAWA KobeUniversity

HIDETOSHIYAMAJI KobeUniversity

Abstract

Inthisstudyweempiricallyexaminewhethertheearningsforecastrevisionsreleasedbythe

membershipfirmswithinJapanesecorporategroupshaveinformationtransfereffectsoverothermember-

shipfirmsinordertoanalyzetheextenttowhichthehorizontalandverticalcorporategroupsare

functioningeffectivelyintheJapaneseeconomy.

Wefindevidenceconfirmingtheexistenceinformationtransfereffectsforbothhorizontaland

verticalcorporategroups.Inthecaseofhorizontalgroups,wealsoshowthatearningsforecastrevisions

involvingbadnewshaveinformationtransfereffects,whilethoseinvolvinggoodnewsdonot.

JELClassification:M41

Keywords:Japanesecorporategroups,mainbanksystem,earningsforecastrevision,informationtransfer

effects

1.Introduction

AsmanystudiesontheJapanesestyleofmanagementhavealreadyshown,several

legallyisolatedJapanesecorporationsformedfinancialcorporategroups1 (KinyuuKeiretsu)
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andcapital-basedcorporategroups(ShihonKeiretsu).Thesecorporategroupscontinuedto

wieldrealeconomicpowerandtosucceedintheJapaneseeconomyevenaftertheburstof

thebubbleeconomyin1989.Theindubitableeconomicandorganizationalrelationshipamong

thememberfirmswithinthesecorporategroupsissometimescharacterizedas“invisible

handshaking.”Yetwecanalsorecognizeagradualwaningofthecentripetalforcesofthese

financialandcapital-basedcorporategroupingsinthenineties,afterthebubbleeconomy.The

firstconcernofthispaperisthereforetoclarifytheextenttowhichthesefinancial-and

capital-basedfirm groupingsareeffectivelyfunctioningintheJapaneseeconomyevennow.

Thisresearchtakesauniqueapproachtothisproblembyadoptingtheempiricalaccounting

researchmethoddiscussedinthelatterpartofthissection.

AsJapanesecorporationsareformallyandlegallyisolatedfromeachother,theyhavenot

traditionallyfacedtheeconomicneedtoissueconsolidatedfinancialstatementsofthetype

issuedintheUnitedStates.Inrecentyears,however,financialcorporategroupsandcapital-

basedcorporategroupshavebeenincreasinglypersuadedtoissueconsolidatedfinancial

statementsinaccordancewithadominantpowercriterionpreviouslyuncommoninJapanese

accountingpractice.Japaneseinvestorshavebydegreesrealizedtheusefulnessofconsolidated

statementsforstocktradingandhavedemandedcorporationstodisclosethem.Yetthe

Japanesefirmsformingcorporategroupshavefewerandfarlessextensivestock-holding

relationshipsthanAmericancorporategroups,particularlyinfinancialsectors.Asthingsstand,

wecannotexpectconsolidatedstatementstoyieldmuchinformationonthestockpricingof

membershipfirmsfrom theviewpointofownershiprelationship.Further,wecannotexpect

everypieceofaccountinginformationdisclosedbyamembershipfirm tohavethesame

informationtransfereffectasasimilardisclosurebyafirm withinanAmericancorporate

group.Iffinancialcorporategroupinghaseffectsnotspecificallybasedonownership,wecan

anticipatetheinformationcontentofconsolidatedstatementsandtheinformationtransfer

effects.Forexample,theinsurancefunctionandrisksharingfunctionofcorporategrouping

constituteotherbasesofinformationtransfereffects.

Inthispaperweempiricallyexaminewhetherisolatedaccountinginformationissuedby

membershipfirmswithinJapanesecorporategroupshasinformationtransfereffectsoverother

membershipfirms.Ourpurposeistoanalyzetheextenttowhichthefinancial-andcapital-

basedcorporategroupingsareeffectivelyfunctioningintheJapaneseeconomyevennow,

aftertheburstofthebubbleeconomy.

Theremainderofthispaperisdividedintofourmoresections.Section2brieflysurveys

earlierstudiesontheJapanesestyleofbusinessmanagementandinformationtransfereffects

ofaccountinginformation.Section3explainsourempiricalmodel,sample,anddata.Section

4presentstheempiricalresults,andSection5concludesthepaper.
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2.PreviousStudies

Aspointedintheprevioussection,ouranalysisextendsintobothinstitutionaleconomics

andempiricalaccountingresearch.Ourinstitutionaleconomicsresearchwillseektoclarify

howthecorporategroupingsofJapanesefirmsfunction.Ourempiricalaccountingresearch

willaddresstheinformationtransferproblem.Firstwewillreviewtheresultsofprevious

studiesintwoareastoasserttheoriginalityofourresearch.

2-1.JapaneseCorporateGrouping

Tables1and22 showrecenttrendsintheinterlockstockholdingamongJapanesefirms

andbanks.JudgingfromtheTables,weobserveslightdecreasingtrendsinthebanks’stock-

holdingsofsharesissuedbyfirmsandthefirms’stockholdingsofsharesissuedbybanks.We

thereforewouldliketoempiricallytestwhethercentripetalpowerstillremainsamonganyof

theJapanesecorporategroups,or,whetherthecorporategroupingstillfunctionsinthe

Japaneseeconomy.Iftheanswerisaffirmative,whatrealfunctionsdoesthiscorporate

groupingstructureprovideinthecontemporaryJapaneseeconomy?

AccordingtoearlierstudiesonJapanesecorporategrouping,Japanesefirmsoriginally

alliedthemselvesintogroupstofortifytheirfinancialdefensesagainsttakeoversbyforeign

corporationsduringthetightfiscalyearsjustafterWorldWarII.

Recentstudieshavepointedouttwootherfunctionsofcorporategrouping.Thefirstis

thefunctionproposedundertheinsuranceorrisksharinghypothesis.Sheard(1986)enumer-

atedmanycasesinwhichthemainbanksfinanciallyrescuedmemberfirmsstrugglingunder
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2Citedfrom thefollowingpaper.TarouTerasawa,“RecentDevelopmentofCrossHoldingofStockinJapan,”

downloadedfromtheBankofJapanwebsite.

Table1:StockholdingRatioofBanksHolding
SharesIssuedbyIndustrialFirms

Table2:StockholdingRatioofFirmsHolding
SharesIssuedbyBanks

Year NumberofStocks AmountsofStocks Year NumberofStocks AmountsofStocks

1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998

16.5
16.6
16.5
16.4
16.3
16.1
16.0
15.7
15.5
15.1
14.5

16.3
16.2
16.3
16.3
16.3
16.2
16.3
16.1
16.2
16.0
15.3

1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998

45.0
44.9
45.4
44.9
44.5
43.3
42.7
41.8
41.4
40.9
40.3

51.8
49.6
50.7
49.4
49.8
48.8
47.6
47.2
44.7
43.1
42.0

Source:seefootnote2. Source:seefootnote2.



badbusinessconditionsbyexemptingthem from interestpayments,providingadditional

financing,offeringmanagementconsulting,andevensendinginofficersinperson.Themain

banksacceptedinsurancepremiumsfrommemberfirmsunderordinarybusinessconditionsin

theform ofRyoudate-Yokin,Kessai-torihikiandKisaihikiuke,andinreturntheyaccepted

residualrisksby“takingcareofmemberfirmsstrugglingunderbadbusinessconditions.”3In

adirectcomparisonofbusinessstabilitybetweenmemberandnon-memberfirms,Nakatani

(1984)provedthatthemainbanksprovidedthisinsurancefunctiontostabilizethebusiness

conditionsofmemberfirmsevenwhenbusinesswasgoingwell.

TheotherrecentlydiscussedfunctionofcorporategroupingwasproposedbyTakedaand

Schaenholts(1985)andHoriuchiandFukuda(1987)intheirinformationalasymmetryhy-

pothesisoffinancialcorporategrouping.Thishypothesisasserts,firstly,thatfirmsrenting

moneyandbankslendingmoneydonothaveaccesstothesameintelligenceonthehonesty

ofthemoneyrentersandtheabilityofthemoneyrenterstopay(i.e.,thereisaninforma-

tionalasymmetricgapbetweenthefirmsrentingmoneyandthebankslendingmoney),and

secondly,thatthefirmswhichextendlong-term tradingcontractsacceptofficersfrom the

bankstohelpthem minimizetradingcostsbyerasingtheinformationalasymmetry.Ifthe

firmsrentingmoneygobankrupt,themainbanksservingaslenderslosethebenefitoftheir

accumulatedinformation(inotherwords,theinformationlosesvalue),aswellastheir

reputationasreliable“screeners”ofloanapplicants.Thus,themainbanksmonitorfirmsas

rentersandcommitthemselvestotheassistanceofrenterfirmsthatfallintofinancialdistress.

Thesehypothesesmayalsoapplytocapital-basedcorporategroupingsinwhichbigbusinesses

(e.g.,ToyotaandMatsushita)aresurroundedbysubcontractsuppliersandsubsidiaryretailers.4

Weexaminethesehypothesesinthenextsubsectionusingempiricalaccountingresearch.

2-2.EarningsForecastRevisionandInformationTransferEffects

Japanesecorporationshavebeenrequiredtodisclosetheirearningsforecastrevisions

since1989,whentheanti-trustlaw wasrevisedtoprohibitinsidertrading.Managersare

prohibitedfromtradingsharesoftheirowncorporationsuntiltheydiscloseimportantaccount-

ingdifferencesbetweentheirpreviousearningsforecastsandnewlyadjustedones.Thelaw

requiresthedisclosureofthefollowinginformation:

Salesamounts:whennewlyadjustedforecastamountis10percentlargerorsmaller

thanpreviousforecastamount.

Recurredincomebeforeextraordinaryitems:(1)whenthenewlyadjustedforecast
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amountis30percentlargerorsmallerthanthepreviousamount;and(2)

whenthenewlyadjustedforecastamountis5percentlargerorsmaller

thanthenetassetsoftheenterprise.

Netincome:(1)whenthenewlyadjustedforecastamountis30percentlargeror

smallerthanthepreviousforecastamount;and(2)whenthenewlyad-

justedforecastamountis2.5percentlargerorsmallerthanthenetassets

oftheenterprise.

Asyoucansee,theearningsforecastrevisionsshouldbedisclosedwhenthenewlyfore-

castednumbersdrasticallydifferfromtheoldones.Thisdisclosureprovidesvaluableinfor-

mationtotheinvestorsreadingovertheforecastrevisionsissuedjustaftertheendofthe

financialperiod(Kessan-Tanshin5).Assuch,itoftencanstimulatestocktrading.

Manypreviousstudieshavealreadyexaminedtheimpactsofearningsforecastrevisions

inJapanwiththeuseofJapanesestockpricedata.Inempiricalresearchfocusedoncapital

markets,SakuraiandGotoh(1992)andGotohandSakurai(1993)reportedimportantstock

pricereactionstoearningsforecastrevisionsaroundthedisclosuredatesinnewspapers.

Similarly,Ha(1998)reportedsignificantreactionsinstocktradingvolumestoearnings

forecastrevisions.Ha(1994,1998)alsoshowedthatmarketreactionstoearningsforecast

revisionshadfunctionalrelationshipswithvariablessuchasthemarketsectionoftheenter-

priselisting(firstsectionorsecondsection),disclosureperiod(firstorsecondhalfofthe

accountingyear)andfilingperiod(intensiveornotintensive6).Gotoh(1996)presented

empiricalevidencethattwofactorscharacterizingtheJapanesestyleofmanagement,thatis,

thefinancialinfluencesofthemainbanksystemandthelowerrateoffloatinginvestors,have

confirmableimpactsonthemarketreactionstoearningsforecastrevisions.Yetallofthese

previousstudiescanbecategorizedasaccountingresearchfocusedontheimpactsofinforma-

tioncontent.Inotherwords,theyfocusoncasesinwhichtheaccountinginformationdis-

closedbyfirm iinfluencesthestockpriceoffirm i.Incontrast,thispaperattemptsto

empiricallyanalyzetheinformationtransfereffectsofearningsforecastrevisions.

Theinformationtransfereffectisgenerallydefinedasthephenomenonbywhichthe

accountinginformationdisclosedbyfirmiinfluencesthestockpricingoffirmj,anotherfirm

thatdidnotdiscloseitsaccountinginformationatthesametime(seeSchipper1990,97).7An
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5Kessan-Tanshinisadisclosuresystemforthereportingofimportantinformationjustaftertheendofthefinancial

period.Reporteditemsincludetheactualsalesamounts,businessincome,recurredincome,andnetincome,as

wellastheforecastsforthesameinthefollowingyear.Asthereportsareissuedquickly,theinformationhas

yettobeauditedatthetimeofdisclosure.

6ThefiscalyearclosesonMarch31foralmostJapanesecompanies.Manycompaniesthereforereporttheir

Kessan-Tanshininformationjustafewweeksafterthatdate.

7DetaileddiscussiononinformationtransfereffectscanbefoundinSchipper(1990)andBrown(1994,ch.7).Hill

andSchneeweis(1983),Eckbo(1983),andStillman(1983)studiedtheinformationtransfereffectsofinformation

otherthanaccountingdisclosures.HillandSchneeweis(1983)lookedattheeffectsofnewsonaccidentsin

atomicelectricpowergenerationfacilities.Eckbo(1983)andStillman(1983)discussednewsofmergers.



empiricalstudybyBallandBrown(1968)demonstratedinstancesinwhichtheinformation

contentofaccountinginformationwasfactoredintostockpricesmorethantwelvemonths

beforethereleaseoftheaccountinginformation.Thispre-informationpricingphenomenon,a

kindofinformationtransfereffect,isafunctionofinformationfromsourcesotherthanthe

accountingdisclosuresystem.Themostlikelysourcesarethecompanystatisticsreleased

monthly.Othersourcesmayincludethetimelyaccountingreportsystemssuchasthequar-

terlyandsemi-annualreportingsystems.Firth(1976)conjecturedthatinformationtransfer

effectsmaystem from accountingdisclosuresbyrivalfirmsthatbelongwithinthesame

industryandhavesimilartechnologies,butthathavenodiversifiedbusinessoperations.Inan

empiricalstudyofthereactionsofstockpricesofsame-industryrivalswhichdidnotdisclose

theirownaccountinginformation,Firth(1976)concludedthatthestockpricesofrivalfirm

jcouldbeexpectedtorisewhenfirm ireleasedgoodnewsandfallwhenfirm ireleased

badnews.Foster(1981)andClinchandSinclair(1987)performedsimilarstudiesoncases

intheU.S.andAustralia,respectively.

Theearlystudiesmentionedaboveexaminedthecumulativeabnormalreturnsofboth

information-disclosingfirmsandtheirrivals.Morerecently,Baginski(1987)andHanand

Wild(1990)usedunexpectedearningsdataofinformation-disclosingfirms.Pownalland

Waymire(1989),PyoandLustgarten(1990),andFreemanandTse(1992)provedthat

informationtransfereffectscouldberecognizedoverindustriesandoverfirmsindifferent

directionsanddifferentsizes.

Alloftheforegoingstudiesfocusedexclusivelyonstatisticalrelationshipsbetween

accountingdisclosuresandstockpricereactionsbasedonrivalrelationshipsbetweeninforma-

tion-disclosingfirmsandstock-pricereactingfirms.Incontrast,OlsenandDietrich(1985)

useddataonfirmsbasedonthedistributionrelationshipsbetweenretailersandsuppliers,and

Graham andLefanowicz(1997)useddataonfirmsbasedonparent-subsidiaryrelationships.

Inthispaperweuseonlycumulativedataonabnormalreturnsandearningsforecast

revisionstoascertainifthereareanyinformationtransfereffectsbetweenpairsoffirms

withinoneofthesamecorporategroupsthathaveemergedunderJapanesestyleofbusiness

management(i.e.,betweenpairsoffirmsinoneofthebigsixfinancialcorporategroupsor

inoneofthecapital-basedcorporategroups).

3.ResearchDesign

3-1.EmpiricalModel

Thispaperemploysasimpleregressionmodelsimilartoequation(1)tostatisticallytest

whetheranyinformationtransfereffectscanbeidentifiedwithinfinancialcorporategroupsor

capital-relatedcorporategroups(e.g.,PyoandLustgarten,1990):
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CARj・ a・bCARi・e. (1)

CARiindicatesthecumulativeabnormalreturnoffirm iaroundthedateofthedisclosure

ofitsearningsforecastrevision(the“announcementdate”).HereafterwecallfirmitheID

(informationdisclosure)firm.Needlesstosay,wedonottaketheunexpectedearningsasan

independentvariable.AsinthepapersbyFirth(1976)andFoster(1981),weusethe

CAR(cumulativeabnormalreturn)oftheIDfirmasanindependentvariableontheassump-

tionthattheearningsforecastrevisionisauniquefactoraffectingthestockpriceoftheID

firmaroundtheannouncementdate.Theabnormalreturniscalculatedasthemarket-adjusted

return,whichwecanobtainbydeductingthedailymarketindex(NikkeiIndex)from the

dailyrateofreturnoftheIDfirm(notadjustedfordividends),therebyerasingtheeffectsof

thewholemarket.Wepreparedfourtypesofperiods(windows)forcumulatingdailyabnor-

malreturns:[0:0],[－1:0],[－1:＋1],and[－2:＋2],whereday0isdefinedasthedatewhen

theearningsforecastrevisedbytheID firm isreportedinthenewspaper.Thus,thefirst

throughfourthwindowsareaone-daycumulativeperiod,two-dayperiod,three-dayperiod,

andfive-dayperiod,respectively.

CARjisthecumulativeabnormalreturnoffirmj,afirmthathadafinancialorcapital

relationshipwiththeIDfirmbutdidnotdiscloseitsowninformation.Hereafterwecallthis

kindoffirmanIA(informationallyaffectedfirm).Theprocedureforcalculatingtheabnormal

returnsandsettingwindowsfortheIAfirmiscompletelysameasthatusedfortheIDfirm.

TheCoefficientsaandbareCoefficientsregression.Ifthereareanyinformationtransfer

effectsbetweentheIDfirmsandIAfirms,theCoefficientbshouldbesignificantlydifferent

fromzero.Thevariableeisanerrorterm.

3-2.Sample

Thispaperanalyzesinformationtransfereffectsmovinginthreedirections.Inour

analysisofthefirsttype,theeffectsofinformationtransfersbetweenfirmswithinafinancial

group,wetrytorecognizetheimpactonthestockpricesofthemainbankswhentheID

firms(firmsinthesamegroupasthebank)disclosetheirearningsforecastrevisions.8 In

analyzingthesecond,theeffectsofinformationtransfersbetweenfirmsinacapital-based

corporategroup,wetrytorecognizetheimpactonthestockpricesofparentcompanieswhen

theID firms(theirsubsidiariesandaffiliates)revisetheirpreviousearningsforecasts.The

thirdtypeofeffectisthesecondtypeinthereversedirection.Inthiscasewetryrecognize
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firmsinfinancialcorporategroups.Thatis,thestockpricesofmemberfirmsmaychangeinresponsetothe

informationdisclosuresofthemainbanks.Themainbanksonlyrevisedtheirearlierearningsforecastsinafew
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theeffectsonthestockpricesofsubsidiariesandaffiliateswhentheIDfirms(inthiscase

theirparentcompanies)disclosetheirearningsforecastrevisions.

TheIDfirmsincludedinouranalysisofthesethreetypesofinformationtransfereffects

satisfiedthefollowingconditions:

(1)Firmswhichdisclosedanearningsforecastrevisionsofanannualsalesamount,

earningsbeforeextraordinaryitemsandtaxes,ornetincomeduringtheperiodfrom

April1,1989toDecember31,1997,andwhoseadjustmentinformationwasreported

intheNihonKeizaiShimbun(Japan’sequivalentoftheWallStreetJournalinthe

U.S.).

(2)Firmswhosestockpricedatawereavailablearoundtheannouncementdate.Thestock

pricedatawereacquiredfrom theStockPricesCD-ROM 1999editedbytheToyo

KeizaiShimpousya.

(3)Firmsthatbelongedtohorizontal(financial)corporategroupsorvertical(capital

based)corporategroups.First,wedefinefirmsheadedbypresidentsaffiliatedwiththe

privateassociationsforthepresidentsofthebigsixfinancialcorporategroups(Mitsui,

Mitsubishi,Sumitomo,Fuji,Daiichi-KanginandSanwa)asmembersofthehorizontal

corporategroups.9 Second,wedefinetheverticalcorporaterelationshipasarelation-

shipinwhichonefirmholdsmorethan20percentofthestocksissuedbyeachof

theotherfirmsinthegroup.10Thesefirmdataareprincipallyobtainedfromthe1996

editionoftheSurveyofCorporateGroupsinJapan(KigyouKeiretsuSouran)issued

annuallybyToyoKeizaiShimpousya.

(4)Firmsthatremainunapprisedoftheearningsforecastsofothermemberfirmsinthe

samecorporategroupfromday－2to＋2.Thisdatarestrictioneliminatesthedisrup-

tiveeffectsofsimilarinformationdisclosedbyfellowmemberfirms.

(5)FirmslistedontheFirstSectionoftheTokyoStockExchangewhentheydisclosed

theirearningsforecastrevisions.

TheIAfirmssampledforouranalysesmetadifferentsetofcriteria:

(1)Firmswhosestockpricedatawereavailablearoundthetimewhenthenewspapers

publishedearningsforecastrevisionsofotherfirms.

(2)Firmsinthesamecorporategroupsasthefirmsthatdisclosedinformation.

(3)FirmswithstockslistedontheFirstSectionoftheTokyoStockExchangewhenthe

IDfirmsdisclosedtheirearningsforecastrevisionsinthenewspapers.

Usingtheabove-mentionedsamplingprocess,weobtained297observations(firmsheadedby

presidentsaffiliatedwiththeprivateassociationsforthepresidentsofthebigsixfinancial

corporategroupsasID firms;citybanksasIA firms),807observations(subsidiariesand
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affiliatesasIDfirms;parentfirmsasIAfirms),and705observations(parentfirmsasID

firms;subsidiariesandaffiliatesasIAfirms),respectively.11

Table3showsbasicdescriptivestatisticsoftheCARsofthesamplefirms.Herewe
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Table3:DescriptiveStatisticsoftheCumulativeAbnormalReturns(CARs)ofSampleFirms

Window Observations Mean Std.Dev. Minimum Maximum

PanelA:ID firmsarefirmsheadedbypresidentsaffiliatedwiththeprivateassociationsforthe
presidentsofthebigsixfinancialcorporategroups;IAfirmsarecitybanks.

CARiofIDfirms・i・
[0:0]
[－1:0]
[－1:＋1]
[－2:＋2]
CARjofIAfirms・j・
[0:0]
[－1:0]
[－1:＋1]
[－2:＋2]

297
297
297
297

297
297
297
297

－0.004
－0.006
－0.005
－0.005

－0.000
－0.001
－0.001
－0.003

0.030
0.045
0.051
0.060

0.018
0.026
0.030
0.034

－0.230
－0.385
－0.294
－0.376

－0.094
－0.170
－0.143
－0.138

0.086
0.154
0.195
0.186

0.083
0.148
0.178
0.155

PanelB:IDfirmsaresubsidiariesandaffiliates;IAfirmsareparentfirms.

CARiofIDfirms・i・
[0:0]
[－1:0]
[－1:＋1]
[－2:＋2]
CARjofIAfirms・j・
[0:0]
[－1:0]
[－1:＋1]
[－2:＋2]

807
807
807
807

807
807
807
807

－0.001
－0.001
0.000
0.002

0.000
－0.000
0.000
0.000

0.038
0.046
0.056
0.070

0.016
0.022
0.027
0.035

－0.246
－0.247
－0.256
－0.322

－0.067
－0.101
－0.109
－0.155

0.175
0.226
0.244
0.387

0.065
0.082
0.149
0.160

PanelC:IDfirmsareparentfirms;IAfirmsaresubsidiariesandaffiliates.#

CARiofIDfirms・i・
[0:0]
[－1:0]
[－1:＋1]
[－2:＋2]
CARjofIAfirms・j・
[0:0]
[－1:0]
[－1:＋1]
[－2:＋2]

341
341
341
341

705
705
705
705

－0.002
－0.004
－0.003
－0.003

－0.000
－0.001
0.001
0.001

0.027
0.033
0.038
0.045

0.025
0.032
0.046
0.053

－0.162
－0.149
－0.195
－0.242

－0.098
－0.139
－0.152
－0.182

0.079
0.114
0.109
0.179

0.176
0.180
0.400
0.372

CARiisthecumulativemarket-adjustedreturnoftheIDfirm,thatis,thefirmrevisingitspreviousearnings
forecast.

CARjisthecumulativemarket-adjustedreturnoftheIAfirm,thatis,afirminthesamecorporategroupas
thefirmrevisingitspreviousearningsforecast.

Day0inthewindowisthedatewhentheearningsforecastrevisionoftheIDfirmisreportedinthenewspaper.
#Wecouldlistonly341observationsofparentfirmssatisfyingthesampleselectioncriteriaasIDfirms.When

parentfirmshadmorethantwosubsidiariesandaffiliatesasID firms,however,wetreatedeachsubsidiaryor
affiliateasanindependentobservation.Thisprovideduswith705IAfirms.

11Wecouldonlylist341observationsofparentfirmsasIDfirmsthatsatisfytheabovesampleselectioncriteria.
WhenparentIDfirmshadmorethantwolistedsubsidiariesandaffiliates,however,wetreatedeachsubsidiary→



notethattheaverageCARs(cumulativeabnormalreturns)fortheID(i)firmsandIA(j)

firmsarebothnearlyzero.ThismeansthattheCARsaresuccessfullyadjustedforthe

market-widemovements,providedthattheyarecalculatedsimplybydeductingthemarket

rateofreturnfrom therateofreturnofeachfirm.Wealsopointoutthatthestandard

deviationsoftheCARsoftheIAfirmsaresmallerthanthoseoftheIDfirms,especially

inpanelsAandB.Thatis,theinformationtransfersofrevisedearningsforecastsprobably

haveonlysecondaryeffectscomparedwiththeinformationcontents.

4.ResultsofEmpiricalAnalysis

4-1.InformationTransferEffectsofEarningsForecastRevision

Table4showstheempiricallyestimatedresultsofequation(1)usingoursampledata.

PanelAindicatestheempiricallyestimatedresultsofequation(1)usingthesub-samplemade

upoffirmsheadedbypresidentsaffiliatedwiththeprivateassociationsforthepresidentsof
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Table4:EarningsForecastRevisionandInformationTransferEffects

EstimationModel:CARj・ a・bCARi・e

Window a t・a・ b t・b・ Observations R
2

PanelA:ID firmsarefirmsheadedbypresidentsaffiliatedwiththeprivateassociationsforthe
presidentsofthebigsixfinancialcorporategroups;IAfirmsarecitybanks.

[0:0]
[－1:0]
[－1:＋1]
[－2:＋2]

－0.000
－0.000
－0.001
－0.002

－0.032
－0.016
－0.496
－1.174

0.100
0.140
0.134
0.106

3.028
4.202
4.057
3.195

297
297
297
297

0.030
0.057
0.053
0.033

PanelB:IDfirmsaresubsidiariesandaffiliates;IAfirmsareparentfirms.

[0:0]
[－1:0]
[－1:＋1]
[－2:＋2]

0.000
0.000
0.000
0.000

0.385
0.079
0.286
0.231

0.041
0.062
0.038
0.031

2.788
3.721
2.252
1.766

807
807
807
807

0.010
0.017
0.006
0.004

PanelC:IDfirmsareparentfirms;IAfirmsaresubsidiariesandaffiliates.

[0:0]
[－1:0]
[－1:＋1]
[－2:＋2]

0.000
－0.000
0.001
0.001

0.007
－0.362
0.493
0.622

0.091
0.149
0.212
0.263

2.324
3.648
4.258
5.602

705
705
705
705

0.008
0.019
0.025
0.043

CARiisthecumulativemarket-adjustedreturnoftheIDfirm,thatis,afirm revisingitspreviousearnings
forecast.

CARjisthecumulativemarket-adjustedreturnoftheIAfirm,thatis,afirminthesamecorporategroupas
thefirmrevisingitspreviousearningsforecast.

eisanerrorterm.
Day0inthewindowisthedatewhentheearningsforecastrevisionoftheIDfirmisreportedinthenewspaper.
TheCoefficientsaandbareregressioncoefficientsestimatedbyordinaryleastsquares(OLS).
tisthetstatisticofthenullhypothesisthattheestimatedregressioncoefficientiszero.

→ andaffiliateasanindependentobservation.Thusweobtainatotalof705IAfirmsintheanalysis.



thebigsixfinancialcorporategroupsastheIDfirms,andthebigsixmainbanks12 asthe

IA firms.Thetabletellsustheextenttowhichthestockpricesofthecitybanksina

horizontalcorporategroupareimpactedbytheinformationtransfereffectsbroughtaboutby

thedisclosureoftheearningsforecastrevisionsoftheIDfirmsinthesamegroup.According

tothestatisticalresults,regressionCoefficientsbarepositiveandstatisticallysignificant.This

meansthattheearningsforecastrevisionsdisclosedbytheID firmsheadedbypresidents

affiliatedwiththeprivateassociationsforthepresidentsofthebigsixfinancialcorporate

groupshavestronginformationtransfereffectsonthestockpricesofthecitybanksinthe

samehorizontalcorporategroups.Theregressioncoefficientsareespeciallylargeunderthe

conditionwherethebigcitybanksasIAfirmsarebiggerthantheIDfirmsandIAcity

banksareprohibitedfromholdingmorethan5percentoftheissuedsharesofaspecificfirm

bytheanti-trustlaw.

PanelBoftable4indicatestheextenttowhichthestockpricesofparentfirmsina

verticalcorporategroupareimpactedbytheinformationtransfereffectsbroughtaboutbythe

disclosureofearningsforecastrevisionsofsubsidiariesandaffiliatesinthesamegroup.

Accordingtothestatisticalresults,theregressionCoefficientsbarealsopositiveandstatisti-

callysignificantinalltimeframesexceptthatusingthedailywindow[－2:＋2].Thismeans

thattheearningsforecastrevisionsdisclosedbythesubsidiariesandaffiliatesinavertical

corporategrouphaveinformationtransfereffectsonthestockpricesoftheparentfirmsin

thesamegroup.

PanelCoftable4alsoindicatestheextenttowhichthestockpricesofsubsidiariesand

affiliatesinaverticalcorporategroupareimpactedbytheinformationtransfereffectsbrought

aboutbythedisclosureofearningsforecastrevisionsoftheparentfirmsinthesamegroup.

Accordingtothestatisticalresults,theregressionCoefficientsbarealsopositiveandstatisti-

callysignificantinallcases.Thismeansthattheearningsforecastrevisionsreleasedbythe

parentfirmsinaverticalcorporategrouphavestronginformationtransfereffectsonthestock

pricesofthesubsidiariesandaffiliatesinthesamegroup.13

Herewemustnoteafew pointsabouttheempiricalresultsoftheverticalcorporate

groups.First,theearningsforecastrevisionsreleasedbytheparentfirmsgenerallyhave

strongerinformationtransfereffectsthantheforecastrevisionsofthesubsidiariesandaffili-

ates.Thisstandstoreason,asthebusinessperformanceoftheparentcompaniesisfarmore

importanttothesubsidiariesandaffiliates,comparedtotheoppositecase(i.e.,thebusiness
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12Werefertothesebigbanksas“citybanks.”
13SignificantrelationshipsbetweentheCARsofIDfirmsandIAfirmsmightalsoberecognizableduringordinary
periodswithoutinformationdisclosures.Weexaminedthispossibilitybyperformingadditionalteststoestimate
equation(1)usingabnormalreturnsonday－15,－10,＋10,or＋15.Inthecaseofhorizontalcorporategroups,
thet-statisticsoftheestimatedcoefficientbtookavalueoflessthan2.0ateachfourdayperiod.Theestimated
coefficientbtookat-statisticofmorethan2.0onthreeoutoffourdaysinthecaseoftheverticalcorporate
groups.TheseresultsindicatethatasignificantrelationshipcannotalwaysberecognizedbetweentheCARsof
theID firmsandIA firmsduringperiodswithoutannouncements,especiallyinthecaseofthehorizontal
corporategroups.



performanceofthesubsidiariesandaffiliatesislessimportanttotheparentcompany).

Second,theinformationtransfereffectsbroughtaboutbytheinformationdisclosuresofthe

subsidiariesandaffiliatesareobservedwithinrelativelyshorter-rangewindows,suchas[0:0]

and[－1:0].Incontrast,theinformationtransfereffectsbroughtaboutbythedisclosuresof

theparentfirmsarestrongintherelativelylonger-rangewindowsthatincludeseveraldays

aftertheannouncementdate,suchas[－2:＋2].Thesefindingssupporttheview thatthe

investorsinlargeparentcompaniesarerelativelymoresophisticatedininterpretingaccounting

informationthaninvestorsinsmallsubsidiariesandaffiliates.Thedifferencebetweenthe

rangesofinformationtransfereffectsproducedbytwokindsofID firms(parentversus

subsidiaryoraffiliate)mayreflectthedifferenceintheabilityofinvestorstointerpret

accountinginformationissuedbyotherfirmswithinthesameverticalcorporategroup.

4-2.InformationTransferDirectionsofEarningsForecastRevision

AswehavealreadydiscussedintheSection2,oneoftheeconomicfunctionscarriedby

themainbanksystemmaybetheinsuranceorrisksharingfunction.Thecitybanksatthe

centersofthebigsixcorporategroupscontinuetoobtaininsurancepremiumsthroughtrans-

actionssuchasRyoudatedeposit,KessaiTorihikiGyoumu,securityissues,andsoon.In

timesofpoorbusinessperformance,however,theyactasresidualrisktakersthroughtransac-

tionssuchasinterestreductions,additionalfinancing,abandoningcredit,thedispatchof

specialists,andsoon(Sheard1986).

Iftheinsurancehypothesisappliestothebigsixcorporategroups,wecanhypothesize

thattheearningsforecastsrevisionsreleasedbythefirmsinthebigsixgroupsproduce

differentinformationtransfereffectswhentheyinvolvegoodnewsorbadnews.Ifthefirms

inthebigsixcorporategroupscontinuetoenjoygoodbusinessconditions,themainbanks

canexpectnothingmorethanacontinuinginfluxofinsurancepremiumfromthesefirms.We

canthereforeanticipatethatthestockpricesofthemainbanksdonotreacttotheearnings

forecastrevisionsbythefirmsinthesamegroups.However,themainbanksmustaccept

additionalfinanceswhenfirmsbelonginginthesamehorizontalcorporategroupssufferbad

economicconditions.Inotherwords,badnewsmighthaveamuchstrongerinformation

transfereffectonthestockpricesofthemainbanksthangoodnews.

Inthissub-sectionweestimateequation(2)toempiricallytesttheabove-mentioned

insurancehypothesis:

CARj・ a・bGD・CARi・cBD・CARi・e. (2)

Equation(2)hastwodummyvariables,GDandBD.GDtakesavalueof1iftheearnings

forecastrevisionissuedbythefirmincludesgoodnews(thatis,ifthecumulativeabnormal
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returnoftheIDfirmispositive),and0ifitdoesnot.BDtakesavalueof1iftheearnings

forecastrevisionissuedbythefirm includesbadnews(thatis,ifthecumulativeabnormal

returnoftheIDfirmisnegative),and0ifitdoesnot.Theothervariablesarethesameas

thoseinequation(1).Theregressioncoefficientbempiricallyindicatestheinformation

transfereffectsinthecasewheretheearningsforecastrevisionannouncedbythefirms

includesgoodnews.TheregressionCoefficientcindicatestheinformationtransfereffects

whentheearningsforecastrevisionreleasedbythefirmsincludesbadnews.

PanelA oftable5indicatestheestimatedresultsofequation(2)usingasub-sample

consistingoffirmswhosepresidentsareaffiliatedwiththeprivateassociationsforthepresi-

dentsofthebigsixcorporategroupsasIDfirmsandcitybanksasIAfirms.Accordingto

theempiricaltest,theregressionCoefficientsbarenotsignificantlydifferentfromzero.This

tellsusthattherearenoinformationtransfereffectsbetweentheIDfirmsandcitybanks

when the earningsforecastrevision includesgood news.In contrast,the regression

Coefficientscaresignificantlypositiveinallofthewindows.Thismeansthatthereare
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Table5:DirectionsofEarningsForecastRevisionandInformationTransferEffects

EstimationModel:CARj・ a・bGD・CARi・cBD・CARi・e

Window a t・a・ b t・b・ c t・c・ adj.R
2

PanelA:ID firmsarefirmsheadedbypresidentsaffiliatedwiththeprivateassociationsforthe
presidentsofthebigsixfinancialcorporategroups;IAfirmsarecitybanks.

[0:0]
[－1:0]
[－1:＋1]
[－2:＋2]

0.003
0.001
0.001

－0.001

1.960
0.649
0.665

－0.451

－0.073
0.071
0.044
0.069

－1.079
0.937
0.673
1.092

0.203
0.171
0.189
0.130

4.227
3.790
3.957
2.676

0.051
0.053
0.055
0.028

PanelB:IDfirmsaresubsidiariesandaffiliates;IAfirmsareparentfirms.

[0:0]
[－1:0]
[－1:＋1]
[－2:＋2]

0.001
－0.000
－0.000
－0.001

0.673
－0.266
－0.104
－0.647

0.028
0.073
0.047
0.056

1.081
2.536
1.723
2.038

0.052
0.051
0.027

－0.002

2.188
1.819
0.892

－0.066

0.008
0.015
0.004
0.003

PanelC:IDfirmsareparentfirms;IAfirmsaresubsidiariesandaffiliates.

[0:0]
[－1:0]
[－1:＋1]
[－2:＋2]

－0.002
－0.002
0.001
0.002

－1.485
－0.825
0.491
0.586

0.245
0.207
0.193
0.248

2.915
2.424
1.914
2.896

0.000
0.108
0.225
0.275

0.001
1.609
2.860
3.596

0.011
0.017
0.022
0.040

CARiisthecumulativemarket-adjustedreturnoftheIDfirm,thatis,thefirmrevisingitspreviousearnings
forecast.

CARjisthecumulativemarket-adjustedreturnoftheIAfirm,thatis,afirminthesamecorporategroupas
thefirmrevisingitspreviousearningsforecast.

GD isadummyvariablethattakesavalueof1iftheearningsforecastrevisioninformationincludesgood
news(thatis,cumulativeabnormalreturnoftheIDfirmispositive)and0ifitdoesnot.

BDisadummyvariablethattakesavalueof1iftheearningsforecastrevisionincludesbadnews(thatis,
cumulativeabnormalreturnoftheIDfirmisnegative)and0ifitdoesnot.

eisanerrorterm.
Day0inthewindowisthedatewhentheearningsforecastrevisionoftheIDfirmisreportedinthenewspaper.
TheCoefficientsa,b,andcareregressioncoefficientsestimatedbyordinaryleastsquares(OLS).
tisthetstatisticofthenullhypothesisthattheestimatedregressioncoefficientiszero.



stronginformationtransfereffectsbetweentheIDfirmsandcitybankswhentheearnings

forecastrevisionincludesbadnews.Theseresultsofmarket-basedaccountingresearchempiri-

callysupporttheinsurancehypothesispresentedearlierinthediscussionontheJapanesestyle

ofbusinessmanagement.

Inaddition,wespeculatethattheinsurancehypothesismayalsoapplytothevertical

corporategroups,giventhatthememberfirmsoftheverticalcorporategroupssharerisks

witheachotherindependentlyofthemainbanks.PanelsBandCoftable5showtheresults

ofanempiricaltestoftheinsurancehypothesisagainstverticalcorporategroupsbyestimat-

ingequation(2).Accordingtotheresults,goodandbadnewsdonotelicitdifferentinforma-

tiontransfereffects.

4-3.CentripetalForcesofSixCorporateFinancialGroupsandInformationTransfer

Effects

ItouandHoshi(1992)reportedthatthereweredifferentcentripetalforcesamongthebig

sixcorporatefinancialgroupsintermsofintra-groupdebtfinancing,therateofreciprocal

stockholding,andthedispatchofofficers.14 AccordingtoItouandHoshi(1992),centripetal

forcesamongPre-Zaibatsufinancialcorporategroups(Mitsui,Sumitomo,andMitsubishi)are

recognizablystrongerthanthoseamongthecitybankcorporategroupssuchasFuji,Daiichi-

Kangin,andSanwa.Thisdifferenceofcentripetalforcesamongfinancialcorporategroups

mayinfluencetheempiricalresultsobtainedbyNakatani(1984).Nakatani(1984)reported,in

effect,thatmemberfirmswithincorporatefinancialgroupswithstrongcentripetalforcewere

contentwithrelativelylowerratesofreturnonassets,whereasmemberfirmswithincorporate

financialgroupswithweakercentripetalforcewerenot.Theyalsoreportedthattheformer

firmsenjoyedrelativelymorestablebusinessconditionsthanthelatterfirms,measuredin

termsofvarianceofrateofreturn.

Inthissub-sectionweestimateequation(3)toempiricallytestthedegreetowhich

centripetalforcehypothesisinfluencestheinformationtransfereffects:

CARj・ a・bZA・CARi・cBA・CARi・e (3)

ZAandBAaredummyvariables.ZAis1ifthefirmsdisclosingearningsforecastrevisions

belongtothePre-Zaibatsufinancialcorporategroups,and0iftheydonot.BA is1ifthe

firmsdisclosingearningsforecastrevisionsbelongtothecitybankcorporategroups,and0

iftheydonot.Theregressioncoefficientbrepresentstheinformationtransfereffectsamong

KOBEECONOMIC&BUSINESSREVIEW,51(2006),11-3124

14Forexample,Hakusui-kai(theprivatepresidentassociationoftheSumitomogroup)wasorganizedin1951,
Kinyou-kai(Mitsubishigroup)wasorganizedin1954,andNiki-kai(Mitsuigroup)wasorganizedin1961.Onthe
otherhand,Fuyou-kai(Fujigroup)wasorganizedin1966,Sansui-kai(Sanwagroup)wasorganizedin1967,and
Sankin-kai(Daiichi-Kangingroup)wasorganizedin1978.



thePre-ZaibatsucorporatefinancialgroupsandtheregressionCoefficientcrepresentsthe

informationtransfereffectsamongthecitybankcorporategroups.Table6showstheempiri-

calresults.

Accordingtothestatisticalresults,theregressionCoefficientsbarenotstatistically

significant,buttheCoefficientscaresignificantlypositive.Thisindicatesthatthereare

informationtransfereffectsamongthecitybankcorporategroups,butnotamongthePre-

Zaibatsufinancialcorporategroups.Theseempiricalresultsofaccountingresearcharecon-

trarytotheresultsofItouandHoshi(1992).Thatis,theyindicatethatthecorporategroups

withweakercentripetalforceshavestrongerinformationtransfereffectsthanthecorporate

groupswithstrongercentripetalforces.Thesefindingsarealsocounterintuitive.However,we

cannotciteanypossiblereasonsatpresent.15

4-4.SubsidiaryandAffiliatedCompaniesandInformationTransferEffects

Whenonefirm holdsmorethan20percentofthesharesissuedbyanotherfirm,we

definethecaseasaverticalcorporaterelationship.Weincludebothsubsidiariesandaffiliates

inthedefinition,thoughindoingsowerecognizethattheinformationtransfereffectsmay

differbetweenthesetwotypesoffirms.Weestimatedequation(4)totestthispossibility:
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Table6:CentripetalForcesofSixCorporateFinancialGroupsandInformationTransferEffects

EstimationModel:CARj・ a・bZA・CARi・cBA・CARi・e

Window a t・a・ b t・b・ c t・c・ adj.R
2

PanelA:ID firmsarefirmsheadedbypresidentsaffiliatedwiththeprivateassociationsforthe
presidentsofthebigsixfinancialcorporategroups;IAfirmsarecitybanks.

[0:0]
[－1:0]
[－1:＋1]
[－2:＋2]

－0.000
－0.000
－0.001
－0.003

－0.108
－0.323
－0.654
－1.319

0.063
－0.018
0.051
0.031

1.134
－0.309
0.897
0.611

0.121
0.210
0.177
0.160

2.944
5.345
4.374
3.702

0.026
0.083
0.057
0.039

CARiisthecumulativemarket-adjustedreturnoftheIDfirm,thatis,thefirmrevisingitspreviousearnings
forecast.

CARjisthecumulativemarket-adjustedreturnoftheIAfirm,thatis,afirminthesamecorporategroupas
thefirmrevisingitspreviousearningsforecast.

ZAisadummyvariablethattakesavalueof1iftheIDandIAfirmsbelongtoPre-Zaibatsucorporategroups
(Mitsui,Sumitomo,orMitsubishi)and0iftheydonot.

BAisadummyvariablethattakesavalueof1iftheIDandIAfirmsbelongtocitybankcorporategroups
(Fuji,Daiichi-Kangin,orSanwa)and0iftheydonot.eiserrorterm.

Day0inthewindowisthedatewhentheearningsforecastrevisionoftheIDfirmisreportedinthenewspaper.
TheCoefficientsa,b,andcareregressioncoefficientsestimatedbyordinaryleastsquares(OLS).
tisthetstatisticofthenullhypothesisthattheestimatedregressioncoefficientiszero.

15Thefindingsinthesubsectionmightbeexplainedbythefindingsintheprevioussubsection.Thatis,theearnings
forecastrevisionsreleasedbyfirmsinthePre-Zaibatsufinancialcorporategroupsmaybeclusteredongood
news,whiletheinformationreleasedbyfirmsinthecitybankcorporategroupsmaybeclusteredonbadnews.
Whenwetestedthispossibilitybyapplyingthechi-squaretest(goodnewsorbadnews,Pre-Zaibatsuorcity
bankgroup),wecouldnotrejectthenullhypothesisthatthecontentsoftheearningsforecastrevisionswere
statisticallyindependentfromthecentripetalforcesofthefinancialcorporategroups.



CARj・ a・bSC・CARi・cAC・CARi・e (4)

SCandACaredummyvariables.SCtakesavalueof1ifthefirmdisclosingtheearnings

forecastrevisionisasubsidiarywhosetopstockholderholdsmorethan50percentofits

issuedstocksorifthefirmaffectedbythedisclosureoftherevisedforecastisasubsidiary;

otherwise,SCtakesavalueof0.ACtakesavalueof1ifthefirmdisclosingtheearnings

forecastrevisionisanaffiliatewhosetopstockholderholdslessthan50percentbutmore

than20percentofitsissuedstocks,orifthefirmaffectedbythedisclosureoftherevised

forecastisanaffiliate;otherwise,ittakesavalueof0.Theregressioncoefficientbrepresents

theinformationtransferbetweenparentandsubsidiariesandtheregressionCoefficientc

representstheinformationtransferbetweenparentandaffiliates.

Table7showstheestimatedresultsofequation(4).TheregressionCoefficientsband

carepositive,andinmostcasestheyarestatisticallysignificant.Nonetheless,wecannot

recognizecleardifferencesbetweensubsidiariesandaffiliatesininformationtransfereffects.

4-5.Firm SizeandInformationTransferEffects

Insubsection3-2wepointedoutthattheCARSoftheIAfirmshadasmallerstandard
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Table7:SubsidiaryandAffiliatedCompaniesandInformationTransferEffects

EstimationModel:CARj・ a・bSC・CARi・cAC・CARi・e

Window a t・a・ b t・b・ c t・c・ adj.R
2

PanelA:IDfirmsaresubsidiariesandaffiliates;IAfirmsareparentfirms.

[0:0]
[－1:0]
[－1:＋1]
[－2:＋2]

0.000
0.000
0.000
0.000

0.371
0.063
0.249
0.263

0.051
0.071
0.081
0.075

1.551
1.899
2.096
1.685

0.038
0.061
0.028
0.023

2.339
3.205
1.490
1.201

0.007
0.015
0.006
0.003

PanelA:IDfirmsaresubsidiariesandaffiliates;IAfirmsareparentfirms.

[0:0]
[－1:0]
[－1:＋1]
[－2:＋2]

－0.000
－0.001
0.001
0.001

－0.052
－0.476
0.486
0.644

0.291
0.390
0.223
0.229

3.314
4.494
2.051
2.397

0.042
0.082
0.209
0.274

0.966
1.778
3.727
5.072

0.014
0.029
0.022
0.040

CARiisthecumulativemarket-adjustedreturnoftheIDfirm,thatis,thefirmrevisingitspreviousearnings
forecast.

CARjisthecumulativemarket-adjustedreturnoftheIAfirm,thatis,thefirminthesamecorporategroupas
thefirmrevisingitspreviousearningsforecast.

SCisadummyvariablethattakesavalueof1iftheID(IA)firmisasubsidiaryfirm,or0inpanelA(B)
ifitdoesnot.

ACisadummyvariablethattakesavalueof1iftheID(IA)firmisanaffiliatedfirm,or0inpanelA(B)
ifitdoesnot.

eisanerrorterm.
Day0inthewindowisthedatewhentheearningsforecastrevisionoftheIDfirmisreportedinthenewspaper.
TheCoefficientsa,b,andcareregressioncoefficientsestimatedbyordinaryleastsquares(OLS).
tisthetstatisticofthenullhypothesisthattheestimatedregressioncoefficientiszero.



deviationthantheCARSoftheIDfirms.Thisdifferencebetweenthestandarddeviations

maybelinkedtothedifferenceinsizebetweenthesetwotypesoffirms.Weconjecture,

firstly,thattheearningsforecastrevisionsissuedbylargefirmshaveastrongerinformation

transfereffectoverthestockpricesofindividualfirms,whiletheearningsforecastrevisions

releasedbyindividualfirmshavestrongerinformationtransfereffectsoverthestockprices

ofsmallfirmsthantheydooverthestockpricesoflargefirms.

Inthissubsectionwetestthefirm-sizehypothesisbydividingoursamplesintotwoparts

relativetotheratioofthemarketvaluesoftheIDandIAfirms.16Concretely,weestimated

equation(5):
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16Dataonthenumberofsharesissuedareacquiredfrom KigyouKeiretsuSouran1996.Themarketvaluesis

calculatedbymultiplyingthenumberofissuedsharesbytheclosingsharepriceattheclosingofthefiscalyear

betweenApril1994andMarch1995.

Table8:Firm SizeandInformationTransferEffects#

EstimationModel:CARj・ a・bSD・CARi・cLD・CARi・e

Window a t・a・ b t・b・ c t・c・ adj.R
2

PanelA:ID firmsarefirmsheadedbypresidentsaffiliatedwiththeprivateassociationsforthe
presidentsofthebigsixfinancialcorporategroups;IAfirmsarecitybanks.

[0:0]
[－1:0]
[－1:＋1]
[－2:＋2]

0.000
0.000

－0.001
－0.002

0.008
－0.084
－0.424
－1.128

0.127
0.066
0.198
0.206

2.138
1.042
3.468
3.507

0.089
0.169
0.102
0.060

2.230
4.323
2.536
1.524

0.025
0.056
0.052
0.041

PanelB:IDfirmsaresubsidiariesandaffiliates;IAfirmsareparentfirms.

[0:0]
[－1:0]
[－1:＋1]
[－2:＋2]

0.000
0.000
0.000
0.000

0.402
0.131
0.336
0.246

0.047
0.081
0.067
0.058

2.367
3.354
2.699
2.283

0.033
0.045
0.013
0.006

1.545
1.947
0.578
0.267

0.007
0.016
0.007
0.004

PanelB:IDfirmsaresubsidiariesandaffiliates;IAfirmsareparentfirms.

[0:0]
[－1:0]
[－1:＋1]
[－2:＋2]

0.000
0.000
0.001
0.001

0.086
－0.064
0.751
0.719

0.174
0.238
0.301
0.318

3.364
4.379
4.907
5.237

－0.018
0.034
0.042
0.181

－0.299
0.552
0.498
2.446

0.013
0.024
0.031
0.043

CARiisthecumulativemarket-adjustedreturnoftheIDfirm,thatis,afirm revisingitspreviousearnings
forecast.

CARjisthecumulativemarket-adjustedreturnoftheIAfirm,thatis,afirminthesamecorporategroupas
thefirmrevisingitspreviousearningsforecast.

SDisadummyvariablethattakesavalueof1ifthedifferencebetweenthesizesoftheIDfirmandIAfirm
issmallerthanthemediandifference.Otherwise,SDtakesavalueof0.

LDisadummyvariablethattakesavalueof1thedifferencebetweenthesizesoftheIDfirmandIAfirm
islargerthanthemediandifference.Otherwise,LDtakesavalueof0.

Day0inthewindowisthedatewhentheearningsforecastrevisionoftheIDfirmisreportedinthenewspaper.
eisanerrorterm.
TheCoefficientsa,b,andcareregressioncoefficientsestimatedbyordinaryleastsquares(OLS).
tisthetstatisticofthenullhypothesisthattheestimatedregressioncoefficientiszero.
#Thefirmsizeisthemarketvalue,definedasthenumberofissuedstocksmultipliedbytheclosingstockprice

atthecloseofthefiscalyearfromApril1994andMarch1995.



CARj・ a・bSD・CARi・cLD・CARi・e (5)

SD andLD aredummyvariables.SD takesavalueof1ifthedifferencebetweenthe

marketvaluesoftheIDfirmandIAfirmissmallerthanthesamplemediandifference,and

0ifitisnot.LDtakesavalueof1ifthedifferencebetweenthemarketvaluesoftheID

firmandIAfirmislargerthanthesamplemediandifference,and0ifitisnot.Theregres-

sioncoefficientbrepresentstheinformationtransfereffectswhenthereisonlyasmall

differenceinthesizeoftheIDandIAfirms,andtheregressionCoefficientcrepresentsthe

informationtransfereffectswhenthesizedifferenceissubstantial.

Table8reportstheestimatedresultsofequation(5).PanelAshowsthattheregression

Coefficientsbandcaresignificantlypositiveinthecaseofthehorizontalcorporategroups.

Informationtransfereffectscanbeobservedinthesehorizontalcorporategroupsregardlessof

thesizerelationbetweentheIDandIAfirms.PanelsBandCindicatetheempiricalresults

fortheverticalcorporategroups.AlltheregressionCoefficientsbaresignificantlypositive,

whiletheregressionCoefficientscshownosignificantdifferenceinalmostallcases.Thus,

ourdataindicatethatinformationtransfereffectscanbeobservedintheverticalcorporate

groupswhenisarenodifferencebetweenthesizesoftheIDandIAfirms.

5.ConcludingRemarks

Inthispaperwetreatedtwotypesofproblemsatthesametime.Thefirstproblem

concernedcorporategroups;thesecondconcernedtheaccountingofinformationtransfer

effects.Inourstatisticalanalyseswetriedtodeterminewhethertheearningsforecastrevi-

sionsoffirmswithincorporategroups(financialcorporategroupsandcapital-basedcorporate

groups)broughtaboutanyinformationtransfereffects.Wefoundevidencethattherewere

informationtransfereffectsamongbothtypesofcorporategroups.

Wealsotriedtodeterminewhethertherewereanydifferencesintheinformationtransfer

effectsbetweencorporategroupsconformingwithdifferentstylesofJapanesemanagement:

(1)Inthecaseofhorizontalcorporategroups,weobservedinformationtransfereffects

whentheearningsforecastrevisionsinformationincludedbadnews,butnotwhenthey

includedgoodnews.Thisfindingsfitwellwiththeinsuranceandrisksharinghy-

pothesisontheJapanesemainbanksystem.Theinformationtransfereffectsoffirms

incitybankcorporategroupsarestrongerthanthoseoffirmsofPre-Zaibatsucorpo-

rategroups-groupswithrelativelystrongercentripetalforcesthanthecitybankcorpo-

rategroups.

(2)Inthecaseofverticalcorporategroups,informationtransfereffectscanbeclearly

recognizedinthenarrow dailywindowssurroundingtheannouncementdatewhen

subsidiariesandaffiliatesfirmsrevisetheirearningsforecastsasIDfirms.Incontrast,
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informationtransfereffectsarerecognizedinrelativelywidedailywindowssurround-

ingtheannouncementdatethewhenparentfirmsrevisetheirearningsforecastsasID

firms.Eveniftheparentfirmsissueearningsforecastrevisions,wecanhardlyrecog-

nizeinformationtransfereffectsoversubsidiariesandaffiliateswhichareconsiderably

smallerthantheparentfirms(thatis,whenthereisalargedifferencesinfirmsize).

Thesefindingsmightstem from adifferenceintheabilitytointerpretaccounting

informationbetweeninvestorsinlargeparentfirmsandinvestorsinsmallsubsidiaries

andaffiliates.

Finally,wemustalsotakeaccountofthefailuresintheJapanesestyleofmanagement

inrecentyears,asexemplifiedbythecollapsesofmainbanksandinter-corporatestockhold-

ingarrangementsThus,weshouldcheckwhetheranyinformationtransfereffectscanbe

observedevenattheturnofthecentury.
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AGGLOMERATIONECONOMIESANDFORMATIONOFSKILL

NOBUAKIHAMAGUCHI KobeUniversity

Abstract

Thisstudypaysattentiontotheroleofregionalpolicyinpromotingskilledworkerformationtaking

advantageofknowledgespillover.Pro-agglomerationpoliciestocreatecore-peripherystructuremightbe

sustainedinearlystageofdevelopmentduetoinsufficientscaleeconomies.Inlaterstage,excessive

concentrationdiseconomiesform congestionmayprevailandthegrowthmaybedisturbed,leadingto

pro-dispersionargument.Thelatter,however,shouldbecombinedwithpoliciesofinterconnectionsuch

thatknowledgespilloverkeepstakingeffectsthroughinteractionofskilledworkersacrossthegeographi-

caldistance.

JELClassification:R11,R58,O18

Keywords:knowledgespillover,agglomeration,core-periphery,humancapital

1.Introduction

Recenttechnologicalprogresshasreduceddramaticallycostsrelatedtotransactionsofgoods,

information,andfinance,enablingfirmstotakedifferentlocationpatternsthanbefore.Some

havealreadydeclaredthedeathofdistance.1Thisdoesnotmean,however,thatthelocation

choicehasbecomeirrelevant.Tothecontrary,theglobalizationisacontributingfactorto

localizationofindustriescompetingintenselywithinnovation.Evenwithtoday’shighly

developedtelecommunicationsystems,knowledgeexchangeamongspecialistsrequiresface-to-

facecontactsinsomecrucialmoments,especiallywhentheknowledgeisoftacitnature.As

partlyevidencedbyanempiricalstudybyJaffeetal(1993),thehighsensitivitytothe

distanceoftheknowledgetransfersuggeststhatthereductionoftransportcosthashighlighted

therelativeimportanceofcommunicationcost,inducingtominimizationofcostsofimportant

meetings.Developmentofknowledge-basedclustersthusbeingpromotedisnottheonlyin
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metropolitancitiesindevelopedcountrieslikeTokyoandNewYorkbutitalsooccursin

developingcountriesinsuchbigcitiesasBeijingandBangalore.

Ingeneral,acquisitionofspecificandspecializedknowledgerequiressubstantialindivid-

ualeffortsandtimebuttheenvironmentoflearningmakessignificantdifference.Alfred

Marshall(1920)explainedtheexistenceofexternalitiessuchthatpeopleintheindustrial

localizationhasanadvantageoflearninglocallysharedtechnologymorequickly,oreven

unconsciously,asifthereweresomethingintheair.

Studiesofendogenousgrowthclassifiedthiskindofknowledgespilloverasinfluential

factoroflong-runeconomicgrowth.2 Inthisvein,andalsobasedonobservationbyJacobs

(1969),Lucas(1988)referstocitiesasthecoreofknowledgecreation.Saxenian(1994)

documentedlucidexampleoftheknowledgespilloverinSiliconValleywheretalentedpeople

benefitfromfrequentinteractionamongthemselves.Morerecently,SonobeandOtsuka(2006)

presentedanempiricalstudyshowingthatindustriallocalizationfirstpromoteemergenceof

imitatorsandthentheintensificationofinternalcompetitionincreasesthemotivationfor

Schumpeterianinnovation.

Followingtherecentgrowthofstudiesontheroleofknowledgeandtechnologyin

creationofunequalspatialdistributionofeconomicactivities,3 thispapertriestopresenta

theoreticalmodelwhichlinkstheformationofanagglomerationandskillcreation.Whilea

greatnumbersofstudieshaveexploredtheinnovationnurturingroleofindustrialclusters,the

spatialeconomics,orneweconomicgeography,hasbeendevelopedtoexplaintheformation

ofanagglomerationofindustriesfromdifferentviewpoint,i.e.,aninteractionbetweenscale

economiesandtransportcost.4Ktugman(1991)insistedthatknowledgespilloverbasedexpla-

nationofagglomerationshoulddependonanad-hocex-anteassumptiononthesourceof

externalities.Ourstudyintendstomakeacontributiontofillthisgap.

Weconsiderthefollowingmodel.Themodernindustrialsector(manufacturing)employs

skilledandunskilledworkersfortheirproduction.Therearewidevarietiesofskilledworkers

andeachoneisendowedwithdifferentiatedworkingknowledgeandcompeteswitheach

otherinthemonopolisticcompetitionmarket.Theskilledworkersreceivewagepremium.

Hence,thehighertheproportionofskilledworkersatalocationis,thegreateristhesizeof

localdemand,which,inturn,attractmoremanufacturedfirmstolocatethere,increasingeven

moredemandforskilledlabor.Thiscircularcausationmayresultinagglomeration.Unlike

theHecksher-Ohlintypemodelofinternationaltradewheretheamountofskilledandun-
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skilledareexogenouslygiven,weallow unskilledworkerstobecomeskilledbypaying

certainfixedcostcorrespondingtoeducationortrainingfee.Wealsoassumethatthisfixed

costisreducedasafunctionofthenumberofskilledworkersinthesameregion,inthe

spiritofMarshallianknowledgespillover.Bythisassumption,existenceofalargepoolof

skilledworkersenhancesunskilledworkers’acquisitionofskill,buttheincreaseofskilled

laborstrengthensthecompetitionandreducestheirwagepremium.Equilibrium willbe

reachedwhentheexcesspremiumeventuallybecomeszeroasthewagepremiumisequalto

thefixedcostofunskilledbecomingskilledandstopstheinfluxofunskilledworkersinthe

skilledlabormarket.

Thismodelcontributestotheanalysisoftherelationshipbetweentheskilledlabor

formationandthecreationofagglomeration.However,ourmodelsimplyassumesthatthe

existenceoftheskilledlaborpoolpromotesknowledgespilloverbutdoesnotdiscusshow

thismayhappen.Althoughourmodeldoesnotgobeyondtheblack-boxapproachonmecha-

nism ofknowledgespillover,itshedslightontheinteractionbetweenscaleeconomiesof

skillformationandthemarketeffect,whichenablesustoanalyzetheconditionforthe

functioningoftheabovementionedcircularcausationmechanism ofagglomeration.Human

capitalisacriticalissueindevelopmenteconomicsandwehopethespatialeconomics

viewpointmayalsocontributetothatliterature.

Theremainingpartisorganizedasfollows.Nextsectionpresentsthebasicstructureof

themodel.Insection3,wederivetheclosedeconomysolutiontoanalyzethegeneralequi-

libriumsolutionset.Theresultswillbeappliedtotworegionssettinginsection4wherethe

caseswithandwithoutinter-regionalknowledgespilloverareanalyzedseparately.Thefinal

sectionconcludesourresults.

2.Model

OurmodelisbasedonFujitaandHamaguchi(2001)whichincorporatestheintermediate

goodsvarietyinthecontextoftheDixitandStiglitz(1977)typemonopolisticcompetition.

Itconsidersintermediategoodsectorconsistingoffirmsproducingmanydifferentiatedinputs.

Intheprevioussetting,wecanstipulatetheinteractionintheverticalproductionlinkagethat

theagglomerationofintermediategoodsattractsfinalgoodproductionduetotheadvantage

ofhigherproductivity,which,inturn,willcreatelargerdemandforintermediategoods

enablingfurtherenlargementofinputagglomeration.

Inthispaper,wereinterprettheinputvarietyinFujitaandHamaguchi(2001)asthe

skilledlaborservicevariety.Underthisassumption,weconsideraneconomyconsistingof

twotypesoflabor(i.e.skilledandunskilled)andanalyzetheinterplaybetweenindustrial

agglomerationandskilledlaborformation.Weconsiderthisrelationshipismutuallyreinforc-

ing.Namely,industrialagglomerationpromotesskilledlaborformation,andviceversa.
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Therearetwotypesofproductsinthismodel.Oneisthemodernconsumptiongood

(Q)andtheotheristhetraditionalconsumptiongood(T).Q-sectorproductionrequires

differentiatedskilledlaborxi,wherei・・0,n・,andunskilledlaborLQ bytheproduction

technologydescribedbythefollowingproductionfunction.

(1) Q・
L

1・・
Q

・・・・・
・

n

0
・x

・
i・

1

・di
・・・・・

・

・
・
・1・・・

1・・ 0・・・1,0・・・1.

WeassumethatoneunitofproductionofTrequiresjustoneunitofunskilledlabor

describedas

(2) T・ LT.

Unskilledworkerisendowedwithonlyoneunitoflaborservicewhichissupplied

inelastically.Thus,LQ andLT arenumberofunskilledworkersinQ-sectorandT-sector

respectively,andthefullemploymentholdsbyLQ・LT・ L.Skilledworkerschooseration-

allytospecializeinonetypeofspecializationduetothefixedcostandsupplyxiunitsof

laborserviceinresponsetodemand.Thereforethesizeofskilledlaborvarietyncorresponds

tothenumberofskilledworkers.Thus,forgivenpopulationsizeNwehave

(3) L・n・ N,

wheren,LQ,LT areinternalsolutiondeterminedinequilibrium.Inotherwords,thepropor-

tionofskilledtounskilledworkersisnotgivenex-antebutitisanendogenousvariable.

Onthedemandside,twotypesofworkerssharethesameutilityfunction

(4) U・
Q

・
T

1・・

・
・
・1・・・

1・・ where0・・・1

anddecideconsumptionofQandTsoastomaximize(4)underthebudgetconstraintgiven

thepriceoftwogoodsPQandPT.FortotalexpenditureE,thefirstorderconditiongivesthe

demandfunctions

(5) Q・
・E

PQ

and

(6) T・
・1・・・E

PT

.

Ifweassumethewageofunskilledlabortobeone,equation(2)suggestsPT・1,andthen
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fromequation(6),T・・1・・・E.Substituting(5)and(6)wehaveindirectutility

(7) V・ EP
・・
Q .

FactordemandinQ-sectoris

(8) LQ・・1・・・PQQ・・1・・・・E

(9) x・i・・
・PQQpx・i・

・・

P
・・・・1・
x

・
・・E

px・i・
・
・・・・・

px・i・

Px

・・・・・

・・・・1・

,

wherePxisapriceindexofskilledlaborPx・
・・・・・
・

n

0
px・i・

・・・・1・
di
・・・・・

・
1

・・1
withelasticityof

substitution・・1・・1・・・.

Forskilledworker,hisopportunitycostofnotprovidingunskilledlaborserviceis1by

normalization.Hechoosespx・i・soastomaximizetheprofit・・ px・i・x・i・・1・x・i・

giventhedemandfunction(9).Theprofitmaximizationgives

(10) px・
1

・

foranyi.Using(10)wehavethepriceindexPx・・
・1
n
・

1

・・1 andsubstitutingthisinto(9)

weobtainthedemandforindividualskilledlaborx・・・・E・n.Thenskilledworker’sprofit

isgivenas

(11) ・・・pxx・x・・
・・

n・
E

TheskilledworkershouldpayfixedcostFregardlessofxheprovides.IassumeFrepre-

sentsthecostofgoingtoseminarsandgatheringinformationtokeephisknowledgealways

updated.If・・ F,thereexistsexcessprofitwhichinducemoreunskilledworkerstobecome

skilled,leadingtoincreaseofn.Asequation(11)suggests,thisshouldreduce・untilthe

processcontinuetoreach・・ Fwhentheentrystopseventually.Ifwehave・・ F,apart

ofskilledworkersexitandbecomeunskilled.Inthismodel,theinteractionbetween・and

Fdeterminestheequilibrium,wheretheformerisdeterminedbythemarketsizeEandthe

degreeofcompetitionnandthelatterrepresentsthetechnologicalenvironment.

NowweintroduceanassumptionthattheincreaseofnwillreduceF.Thisassumption

representstheenvironmentwherethelargerpoolofskilledworkerspromotesacquisitionof

specializedknowledgeatlowercostduetoknowledgespillover.However,ifngetsto

becometoolarge,gainsfromsuchexternalitiesshrinkbecausedifficultiesmayarisetomake

contactwithallskilledworkers.Forthesimplification,weassumethattherelationship
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betweenFandnisrepresentedbythefollowinglogisticcurve.

(12) F・n・・ f・1・ 1

a・n
・2・ f・0、a・1

Withthisformulation,F・0・・ fandF・・・・1・1・a,wherefissomefixedparameterand

arepresentsdisturbanceforspillover.

Letx・denoteanequilibrium levelofskilledlaborsupplywith・・ Fandhenceno

excessprofit,thenfromequation(11)weobtain

(13) x・・ F・・・1・

Substitutionof(13)into(9)yields

(14) n・
・・E

・F
.

SinceLT・ T・・1・・・Efromequations(2)and(6),substitutingthisand(8)and(14)into

(3)weget

N・・・・・・F・E・・1・・・・E・・1・・・E・
・・・・・
1・・1・ 1

F・・・・
・・・・・
E.

SolvingthisequationforE,thetotalexpenditureisexpressedintermsofthepopulationsize

Nsuchthat

(15) E・
N

1・・1・ 1

F・・・・
.

Then,bysubstituting(12)and(15)into(14),weobtaintherelationbetweenthepopulation

sizeandthenumberofskilledworkersas

(16) n
・・・・・
1・・f・1・ 1

a・n
・2・・ 1

・・
・1・

・・・・・
・ N

ThisrelationshipisdepictedbyFigure1.IncreasingthesizeofpopulationNwillenlargethe

totalexpenditureEwhichthenincreasesthedemandforskilledlaborn.Theupwardcurve

ofFigure1demonstratestheexistenceofspillovereffectwhichpromotesthenumberof

skilledlabormorethanproportionally.However,bytheassumptionofequation(12),F

approachestoafixednumberwhennissufficientlylarge,thentherelationshipbetweenN
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andnmaybecomelinear.Equation(16)suggeststhattheproportionoftheskilledworker

in this economy n・N (e.g.the slope of Figure1) willgradually increase from

1・・1・・f・1・・・・1・・to1・・1・・f・1・1・a・・1・・・・1・・.Thisillustratestheroleofknowl-

edgespilloverforpromotingtheformationofskilledworkersmorethanproportionaltothe

growthofthemarketsize.

Next,fromequations(5)and(6)weobtainthemarginalcostofQ-sectorproduction

(17) PQ・・・n
1

・・1・
・・

.

Asbeingexpressedbyequation(17),anincreaseofskilledlaborvarietyncausedeclineof

PQ.Thisrepresentsanimprovementofproductivityinthemodernindustry.Recallingthe

utilityfunction(7),this,inturn,impliesincreaseofutilitylevelofunskilledworkerswhose

expenditureisnormalizedtobeone.Impactonutilityofskilledworkersremainsambiguous

becausetheincreaseofnreducestheirincomepxx・throughdeclineofFbyequations(10)

and(13).

3.Two-regionseconomy

Inthissectionweapplythemodeldevelopedabovetoaneconomyconsistingoftworegions
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A andB.Forsimplicity,weassumethatthetworegionshavethesamepopulationsize

(N
A
・ N

B
・ N).Wealsoassumethatthereisnotransportationcostforinter-regionaltrade

ofT-good.GiventhesametechnologyoftheT-goodproductioninbothregionsexpressed

byequation(2),thisassumptionmakeswageofunskilledworkerstobe1inbothregions.

Wewillmaintaintheseassumptionsintheremainingpartofthispaper.TradeofQ-good,

inturn,requiresiceberg-typetransportcost,i.e.PQt.

Weincorporateknowledgespilloverbetweenregions.Thenequation(12)isrewrittenas

(18) F
r
・n

r
,n

s
・・ f

r・1・ 1

a・n
r・2・

1

・・n
s・2・ ・r,s・・・A,B・or・B,A・

where・・1isaparametertorepresentthefrictionofknowledgespilloveracrossregions.

ConsidertwosymmetricregionswheretheproductionofTandQareexactlythesame

andthereisthesamenumberofskilledworkers,i.e.n
A
・ n

B
・ n.Then,equation(18)is

rewrittenas

(19) F・n・・ f・1・ 1

a・n
・2・

1

・・n
・2・

andequation(16)becomes

(20) n
・・・・・
1・・f・1・ 1

a・n
・2・

1

・・n
・2・・ 1

・・
・1・

・・・・・
・ N.

Itisstraightforwardtoseethatn・・N・derivedfrom equation(20)isgreaterthantheone

obtainedfrom originalequation(16)withoutconsideringinter-regionalknowledgespillover.

Substitutionofthesolutionn・・N・intoequation(19)toobtainF・n・・andwecanspecify

thesetofequilibriumsolutionsfromequations(5),(6),(8),(13),(15),and(17)asfollows:

Q・・E・n・・・・n・
1

・・1・
・

T・ LT・・1・・・E・n・・

LQ・・1・・・・E・n・・

x・ F・n・・・・・1・

E・
N

1・・1・ 1

F・n・・・・・・
PQ・・・n・

1

・・1・
・・

.

Fromequation(7),theindirectutilityforunskilledworkersis
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VL・・・n・
1

・・1・
・・

Andforskilledworkers

VX・ f・n・・・・・1・・・n・
1

・・1・
・・

.

Baseontheseresults,wecananalyzetheeffectofreductionofawhichrepresentsgreater

easinessinintra-regionalinteractionwithskilledworkersandhigherknowledgespillover.

Thedirecteffectisseeninequations(19)and(20)asadecreaseofFandincreaseofn・

(formationofmoreskilledworkers).IndirecteffectsappearasdecreaseofPQandE(because

oftherelativeincreaseinpriceofT-goodwhichisthenumeraireinthiscase),aswellas

adecreaseofunskilledworkers.Indirectutilityofunskilledworkersriseandthatofskilled

laborremainsambiguousbutthewelfaregapbetweenthemVX・VL willbedecreased.

Now,considerthecaseinwhichreductionofatakesplaceonlyinregionA,leading

ton
A
・ n

B
.Theincreaseofn

A
resultsindeclineofPQ・n

A
・.IfPQ・n

A
・t・ PQ・n

B
・,then

itwillbecheapertoimportQ-goodinregionBandtherewillbenoproduction.This

conditionisobtainedusingequation(17)as

(21) n
A
・ n

B
t
・・1

・

Figure2showsthattheaboveconditionmorelikelyholdswithlargerpopulationsizebecause
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theknowledgespilloverisbigger.Lowtransportcosttalsomakesthisresultmoreprobable.

Underthiscondition,regionBisspecializedinT-goodandregionA isspecializedinQ

-good,henceallskilledworkersliveinregionA,leadingtothecore-peripheryspatial

structure.NoticethatunlikeothermodelsofspatialeconomicsalaFujita-Krugman-Venables

(1999)wedidnotintroducescaleeconomyinproductionbutourmodelsuggeststhatthe

scaleeconomyinskilledworkerformationhasthesameimpact.

4.Core-PeripheryI:Inter-RegionalSpecialization

Inthissectionwefocusontheanalysisofthecore-peripherystructurewithinter-regional

specializationliketheonewhichwepresentedinthefinalpartoftheprevioussection.

TheQ-goodproductioninregionA shouldsatisfythedemandinthebothregions.

Takingtheicebergtransportcostintoaccount,fromequation(5)wehave

(22) Q・
・E

A

P
A
Q

・
・E

B

P
A
Qt

t・
・・E

A
・N・

P
A
Q

.

NoticethatthetotalexpenditureinregionB equalstoN becauseallthepopulationis

unskilledearningnormalizedwage.Next,theequilibriumofT-goodmarketisgivenby

(23) ・N・・1・・・E
A
・L

A
T.

Thelefthandsiderepresentstheexportsfrom regionBwhichwasnotconsumedlocally,

whiletherighthandsideexpressesthetotaldemandminuslocalproductioninregionA.

TransportofT-goodiscostlessbyassumption.Labormarketequilibriumconditionrequires

(24) N・ n・・1・・・P
A
QQ・L

A
T,

towhichequations(22)and(23)aresubstitutedtoyield

(25) n・・1・・・・N・・1・・・・E
A
.

Usingequations(9),(13)and(22),weobtain

(26) n・
・・

F・n・・
・E

A
・N・.

From(25)and(26)wehave
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(27) E
A
・

1・・・・1・ 1

F・n・・・
1・・・・1・ 1

F・n・・・
N

Next,substitute(27)in(26)anduse(12)toobtain

(28) n
・・・・・
1・・f・1・ 1

a・n
・2・・ 1

・・
・1・

・・・・・
・2N.

Figure3comparesequilibrium numberofskilledworkersobtainedbyequation(16)-

symmetrictworegionsandonlyintra-regionalknowledgespillover-,equation(20)-symmetric

tworegionswithinter-regionalknowledgespillover-,andequation(28)-asymmetrictwo

regions.Dottedlinesaresomeofnsintworegionswhicharetwiceaslargeaseachsolid

lines.Inthisfigure,firstobservethatthedifferencebetween(16)and(20)ismoresignificant

withlargerpopulationsize.Wecanseeinthisfigurethatthecaseofasymmetricspace

generateslargernumberofskilledworkers.Next,whilenfrom equation(28)isalways

greaterthan2nfromequation(16),2nfromequation(18)canexceednfromequation(28)

withlargepopulation.Thissuggeststhenegativeeffectofcongestioninthecore.Wemay

concludethatattheearlystageofdevelopment,thecore-peripherystructurecanpromote
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moreskilledworkerformationbutthebalancedtworegionsstructurewithdevelopedconnec-

tiontoallowinter-regionalknowledgespillovermayresultinbetterconsequencewhenthe

marketsizereachestoacertainlevel.

5.Core-PeripheryII:ImperfectInter-regionalSpecialization

Thissectionanalyzesalternativecore-peripherystructurewhereQ-goodproductiontakes

placeinbothregionsbutallskilledworkersresideinonregionandcommutetotheother

regiontoprovidetheskilledlaborservice.Here,weassumethatoneskilledlaborcannot

providehislabortothebothregionsatthesametime.InregionB,whichistheperiphery,

askilledworkerface・・B・・ F
B
thenhecannotbesustainedasaskilledworkerresiding

inregionB.However,residinginregionAwhereheissurroundedbyotherskilledworkers

andhisfixedcostF
A
islower,then・・B・・ F

A
andthedifference・・B・・F

A
coversthe

travelcostfromA toB.

ThereasonforsupplyingtheskilledlaborfromAtoBbutnotQ-gooditselfcouldbe

understoodbytheexistenceoflargetradecostofQ-goodtoholdP
A
Qt・ P

B
Q.Atthesame

time,thereisafactorrequiringhigherfixedcostrepresentedbyf
A
・ f

B
.Low levelof

educationinregionBmightbeconcreteexampleofthisdifficulty.Undersuchconditionswe

haveF
A
・ F

B
and・

A
・・

B
.Someskilledworkersenjoyinglowerfixedcostaremotivated

toprovideservicesbycommutingtoregionBwheretheprofitishigher.Thisactivityis

viableonlyiftheexpectedprofitishighenoughtocompensatethetravelingcostwhichwe

denote・,suchthat

・
B
・F

A
・・.

Inordertoholdthecore-peripherystructure,thenon-profitabilityconditionforskilledwork-

ersresidinginregionB,・
B
・ F

B
,shouldbesatisfied.Usingequation(18),thiscanbe

specifiedas

(29) f
B・1・ 1

a・・n
B
・
・2・

1

・・・n
A
・
・2・・f

A・1・ 1

a・・n
A
・
・2・

1

・・・n
B
・
・2・・・.

Itisshownthatitismorelikelythatthisconditionholdswhenf
B
issufficientlylargerthan

f
A
andthecommutingcost・issufficientlysmall.

Finally,westudytheeffectoftakingthisspatialconfigurationonskilledlaborforma-

tion.ThepopulationinregionAconsistsofskilledworkerssupplyinglaborinregionAand

thosesupplyinginregionB,denotedrespectivelybyn
A
andn

B
,unskilledworkersemployed

inQ-goodproduction,L
A
Q,andotherunskilledworkersinT-goodsectorL

A
T.Allthepopu-

lationinregionBareunskilledemployedineitherQ-goodsectororT-goodsector,denoted
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as L
B
Q and L

B
T,respectively.From equation (8) we have L

A
Q・・1・・・・E

A
and

L
B
Q・・1・・・・E

B
・・1・・・・N.ProductionofT-goodinregionA fulfillsthedifference

between the totaldemand and imports from region B,namely,T
A
・・1・・・E

A

・・T
B
・・1・・・E

B
・. Since the labor market equilibrium in region B requires

T
B
・ N・L

B
Q・・1・・1・・・・・N,bysubstitutionwegetT

A
・・1・・・E

A
・・・N・ L

A
T.

Forthelabormarketequilibrium inregionA,N・ n
A
・n

B
・L

A
Q・L

A
T.Bysubstitutionwe

obtain,

(30) E
A
・

・1・・・・N・n
A
・n

B

1・・・
.

Themarketclearingconditionofskilledlaborserviceisgivenbyequation(14).In

regionB,wesetE
B
・ N andaddthecommutingcost・tothethefixedcost,thenwe

obtain

(31) n
B
・

・・N

・F・・・・

Bothn
A
andn

B
resideinregionA andcreateknowledgespillovereffectonFtogether,

describedas

(32) F・n
A
,n

B
・・ f・1・ 1

a・・n
A
・n

B
・
・2・

Aftersubstitutingequation(30)into(31),andusing(14)weobtain

(32) E
A
・

1・・・・
・・

・F・・・・

1・・・・・ ・・

F・・
N

(33) n・

1・・・
・・・・・
1・

1

・F・・・・

・・・・・

F・・ 1

・・
・1・・1

N

(34) ・n
A
・n

B
・
・・・・・
1・F・・ 1

・・
・1・

・・・・・
・

・・・・・
2・

・・1・・・・

F・・

・・・・・
N

whereFisgivenby(32).Weareabletocalculaten
A
・n

B
fromequation(34).If・・0,this

isthesameasnofequation(28)butwhen・・0thiswillbesmaller.
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Figure4summarizedthecomparisonofthesecondtypecore-peripherywithotherswhich

wehaveanalyzedintheprevioussection.Itshouldbenotedthatskilledlaborformation

derivedasequation(34)resultsininferioroutcomethanthecore-peripherywithspecialization

inproduction.Thissuggestthatwhentheperipheryisconstrainedbythelackofskilled

workersitshouldnotinsistonlocalproductionofmodernconsumergood.Inthelong-run,

theperipheryshouldbenefitfromremovingsuchstructuralproblemsandpromoteknowledge

spilloverfromthecoretobeabletomovetotheequilibriumdepictedbyequation(20).

6.Concludingremarks

Thisstudypaysattentiontotheroleofregionalpolicyinpromotingskilledworkerformation

takingadvantageofknowledgespillover.AnalysisofFigure3revealsthatpro-agglomeration

policiestocreatecore-peripherystructuremightbehelpfulinearlystageofdevelopmentdue

toinsufficientscaleeconomies.Italsosuggeststhatinexcessiveconcentrationdiseconomies

form congestionmayprevailandthegrowthmaybedisturbed,leadingtopro-dispersion

argument.Thelatter,however,shouldbeawareoftheimportanceofnetworkingsuchthat

knowledgespilloverkeepseffectsthroughinteractionofskilledworkersacrossthegeographi-

caldistance.

Ourfindingsleadtofutureresearchtasks.First,ourmodeldependscruciallyonthe
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assumptionofad-hocfunctionalformofknowledgespilloveranddidnotgetintotheinside

ofthe“blackbox”inwhichtheknowledgespilloverisgeneratedthroughtheinteractionof

skilledworkers.Itisdesirabletoendogenizesuchmicrobehaviorexplicitlyintothemodel.

Secondly,theprocessofeducationforanunskilledtobecomeskilledshouldbeincorpo-

ratedintheanalysis.

Thirdly,furtherempiricalanalysisisneeded.Especially,therelationbetweeninnovation

andagglomerationisnotfullyexplored,althoughthenotionsof“knowledge-basedclusters

or“braincities”arewidelyaccepted.Thequestionofhow totracktheknowledgeflow

betweenpeoplestillremainsunanswered.

Reference

Baldwin,Richard,RikardForslid,PhilippeMartin,GianmarcoOttaviano,andFredricRobert-Nicoud,

EconomicGeographyandPublicPolicy,PrincetonUniversityPress,2003.

Berliant,MarcusandMasahisaFujita,“KnowledgeCreationasaSquareDanceontheHilbertCube”KIER

DiscussionPaper580,2004.

Berliant,Marcus,RobertReedIII,andPingWang,“Knowledgeexchange,matching,andagglomeration,”

DiscussionPaper,135,InstituteforEmpiricalMacroeconomics,FederalReserveBankof

Minneapolis,2000.

Cairncross,Frances,TheDeathofDistance,newedition,HarvardBusinessSchoolPress,Boston,2001.

Dixit,A.K.andJ.Stiglitz,“Monopolisticcompetitionandoptimumproductdiversity,”AmericanEconomic

Review67,1977:297-308.

Fujita,MasahisaandNobuakiHamaguchi,“Intermediategoodsandthespatialstructureofaneconomy,”

RegionalScienceandUrbanEconomics31,2000:78-109.

Fujita,MasahisaandPaulKrugman,“Theneweconomicgeography:pastpresentandthefuture,”Papers

inRegionalScience83,2004:139-164.

Fujita,Masahisa,PaulKrugman,andAnthonyVenables,TheSpatialEconomy,MITPress,1999.

Fujita,MasahisaandJaques-Fran�oisThisse,EconomicsofAgglomeration,CambridgeUniversityPress,

Cambridge,2002.

Grossman,GeneandElhananHelpman,InnovationandGrowthintheGlobalEconomy,MITPress,

1991.

Jaffe,Adam B.,ManuelTrajtenberg,andRebeccaHenderson,“Geographiclocalizationofknowledge

spilloversasevidencedbypatentcitations,”QuarterlyJournalofEconomics108:577-98.

Jacobs,Jane,TheEconomyofCities,VintageBooks,1969.

Krugman,Paul,GeographyandTrade,Cambridge,MITPress,1991.

LucasJr.,Robert,“Onthemechanicsofeconomicdevelopment,”JournalofMonetaryEconomics22,

1988:3-42.

Marshall,Alfred,PrincipleofEconomics,London,Macmillan,1920.

Mori,TomoyaandAlessandroTurrini,“Skillagglomerationandsegregation,”EuropeanEconomic

Review49,2004:201-225.

Saxenian,AnnaLee,RegionalAdvantage,Cambridge,HarvardUniversityPress,1994.

Sonobe,TetsushiandKeijiroOtsuka,Cluster-basedIndustrialDevelopment:anEasternModel,London,

PalgraveMacmillan,2006.

HAMAGUCHI:AGGLOMERATIONECONOMIESANDFORMATIONOFSKILL 47

”



KOBEECONOMIC&BUSINESSREVIEW

CONTENTS

No.50(2005)
ANoteonEffectsofEconomicDevelopmentinChina:

ClimbingTechnologyLadderandTradeSurplusinEastAsia KazuhiroIgawa

TheAnalysisofPriceDeclinesFactors

―TheDigitalStillCameraIndustryCase― MunehikoItoh

InDefenseoftheAutonomyinNeoliberalEconomic

PolicyReforminLatinAmerica NobuakiHamaguchi

No.49(2004)
AnEconomicAnalysisofLaborMarketIntegrationinEastAsia JunichiGoto

ImplicitCollusionModelsofExportPricing:AnEconometricApplicationtotheJapaneseCase EiichiTomiura

NationalMoneyofAccount,withaSecondNationalMoneyorLocalMoniesasMeansofPayment:

AWayofFinessingtheZeroInterestRateBound. StephenJ.Davies

ProductCompetitiveAdvantageandProductArchitecture

―ValueCreationandValueCaptureintheDigitalCameraIndustry― MunehikoItoh

No.48(2003)
TheUsefulnessofFinancialStatementsUnderChinese-GAAPvs.IAS:

EvidencefromtheShanghaiStockExchangeinPRC. HuDan

TheEffectsofStructuralChangesinFinancialSystemonCorporateGovernanceinJapan KenjiKojima

ADynamicModelofExportAdjustmentwithDeep-pocketEffect:

EvidencefromJapaneseKeiretsuFirms EiichiTomiura

ROSCAsandCreditUnions:IsModernJapanMissingSomething? StephenJ.Davies

No.47(2002)
TheTheoryofInternationalTrade RonaldW.Jones

TheFallof‘Companyism’inJapaneseCorporateSystem KenjiKojima

CreationofNewEnterprisesandDevelopmentofExistentEnterprises

inEastAsiaandLatinAmerica AkioHosono

DynamicExportPricingandSurvey-basedExchangeRateExpectations EiichiTomiura

TechnologicalTrajectoriesandtheOriginsofNewIndustries:ATheoreticalModel JeffreyL.Funk

Japan’sDeflationandtheFeasibilityofNegativeInterestRates StephenJ.Davies

ThePastandPresentof“LocalCurrencies”;withEspecialReferencetoEnglandandJapan StephenJ.Davies

……………………………………

…………………………………………………………

…………………………………………………………………

…………………………………………

……

………………………………………………

…………………………

………………………………………………………

……………

………………………………………………………………

…………………………………

…………………………………………………………………………

…………………………………………………

…………………………………………………………………………

…………………………………

…………………

………………………………………

……



No.46(2001)
EconomicTheory:PastandFuture MurrayC.Kemp

Long-TermCooperationinJapaneseVerticalRelationships KenjiKojima

ExperiencesofTechnologicalPartnershipofJapanwithOverseas:

TheCaseofSteelIndustry AkioHosono/NobuakiHamaguchi

AnalysisofAdoptionofForestCertificationinJapan

FromPerspectiveofOrganizationalTheory AkiraKajiwara

SensitivityofDomesticProductiontoImportCompetition:

EvaluationatDifferentLevelsofAggregation EiichiTomiura

Japan-KoreaFreeTradeAreaandStructuralReforms BonggilKim/KazuhiroIgawa

…………………………………………………………………………

…………………………………………………

………………………………………………………

……………………………………………………………

………………………………………………………

……………………………………



PublishedonFebruary2007

by

ResearchInstituteforEconomics&Business

Administration(RIEB)

KobeUniversity

2-1Rokkodai-cho,Nada-ku,Kobe657-8501Japan

Phone:81-78-803-7036

Fax:81-78-803-7059

HomePageathttp://www.rieb.kobe-u.ac.jp/

PrintedinJapan


	CONTENTS
	A Note on East Asian Community: ASEAN+3 or ASEAN+3+3…Kazuhiro IGAWA  1
	Corporate Groups and Stock Pricing in Japan ―Information Transfer Effects of Earnings Forecast Revision― …Kazuhisa OTOGAWA
	Agglomeration Economies and Formation of Skill …Nobuaki HAMAGUCHI  33



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 15%)
  /CalRGBProfile (Adobe RGB \0501998\051)
  /CalCMYKProfile (Japan Color 2001 Coated)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings true
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo false
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo false
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Remove
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50333
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
    /JPN <>
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [1200 1200]
  /PageSize [612.000 792.000]
>> setpagedevice


