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Overview

1) A brief self-introduction

2) Purpose of Economics, again (my personal memory
about Marx’s Economics)

3) Methodology for empirical analysis in Economics or
Social Sciences

4) Factors for comprehensive economics
5) Conclusion (tentative)
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1. Brief self-introduction

a) Born in Yubari city in Hokkaido, which used to be a coal mining
town

b) Shizuoka University for the undergrad, Kyoto University for the
master’s

c) Faculty of Humanities in Kochi Prefecture (1990-1994)

d) Faculty of Integrated Arts and Sciences in Hiroshima University:
nterdisciplinary (1994-)

e) Graduate School of International Development and Cooperation
(IDEC) in HU: Interdisciplinary (2004-)

f) My fields: Economic Development, Input-Output Analysis,
Japanese Economy, Economic Anthropology, etc.

Orthodox Economics vs Heterodox Economics




Books & Authors

Junior and Senior High School Age +

Matsumoto Seicho (a mystery writer);
Romain Rolland, “Jean-Christophe”;
Victor-Marie Hugo, “Les Misérables”;

Raymond Thornton Chandler
(a detective story writer);
Oyabu Haruhiko (a hard-boiled writer)

(note) photos from Wikipedia



Music & Musicians

Hamada Shogo;
Bruce Springsteen;
King Crimson;

Pink Floyd;

The Clash, The Stranglers 3

(note) photos from the official sites



| found that the boy, Masaru, had grown up in an
environment of very anti-authoritarian and socially critical
thought!



2. Purpose of Economics, again (my personal memory
about Marx’s Economics)



Karl Marx

(May 5, 1818 - March 14, 1883)

» Major Publications
"Drafts of Economics and Philosophy" (1844)
"German Ideology" (1845, co-authored with
Engels)
“The Communist Manifesto" (1848, co-authored
with Engels)
"Critique of Economics" (1859) "Capital" (1
volume, 1867)

Source: Wikipedia "Karl Marx”,
https://commons.wikimedia.org/wiki/File:Marx7.jpg (Ref. 2024-03-19).



Friedrich Engels

(November 28, 1820 - August 5,
1895)

»Major Publications
1 "The State of the Working Class in England” (1845)
"The Dialectic of Nature" "The Part played by
Labour in the Transition from Ape to Man" (1876)
“Socialism: Utopian and Scientific” (1880)
"The Origin of the Family, Private Property, and the
State" (1884)
Source: Wikipedia ”ridrich Engs”, ncapitalu (VO| 2 and 3’ 1894)

https://commons.wikimedia.org/wiki/File:Friedrich Engels portrait (cropped).jpg (Ref. 2024-03-19).




Vladimir Ilyich Lenin

(April 22, 1870 - January 21, 1924)

» Major Publications
"On the So-called Market Problem” (1893)
"The Development of Capitalism in Russia”
(1899)
"Materialism and Empirical Criticism”
(1909)
"On Imperialism” (1916)
"The Nation and the Revolution” (1917)

Source: Wikipedia "Vladimir Lenin”,
https://commons.wikimedia.org/wiki/File:Vladimir Lenin.jpg (Ref. 2024-03-19).



>
Official name "Imperialism as the highest stage of capitalism”

Lenin’s report on the current state of capitalist society,
especially the character of World War 1

> Content_s: _ 6. The division of the world between
1. Production accumulation and the great powers
monopoly

_ 7. As a special stage of capitalism
2. Banks and their new roles

_ _ _ : _ imperialism
3. Financial capital and financial 8. Parasitism and decay of
oligarchy capitalism

4. Export of capital
5. The division of the world among
capitalist groups

9. Criticism of imperialism
10. Historical position of imperialism



» Kotoku Shusui

(November 5, 1871 - January 24, 1911),
known as Anarchist in Japan

p "Monster Imperialism of the Twentieth
Century” (1901)

p The world’s first person who
pointed out the appearance of
imperialism!

P Itis said that he planned the assassination
of Emperor Meiji in 1910.

“He was implicated in the treason case”
(Kotoku case) and sentenced to death.
However, this crime was fabricated by the
police.

It is considered a false accusation today.
Source: Wikipedia "Kotoku Shusui”,

https://commons.wikimedia.org/wiki/File:Modern-History-of-Women-20.png (Ref. 2024-03-19).




» The problem of Marx and Engels’ prospects
The Communist Manifesto (1848, Marx & Engels)

After putting out the slogan first, Marx analyzed
the capitalist society thoroughly.

As analyzed in "Capital” (1867°1894), the
capitalist system is much more robust and
flexible than he expected.

It is not easy to "socialize capital®.



»p They thought of the "dictatorship of the proletariat
(one-party dictatorship) too easily?
The concentration of political power should be
treated very carefully.
- e.g. Stalin, Mao Zedong, Kim Il Sung

» Restrictions on individual freedom and democracy
should also be carefully.
- the risk about restrictions on individual behavior
pointed out by Hayek and Schumpeter

» The impossibility of a planned economy



3. Methodology for empirical analysis in Economics or
Social Sciences



Three Empirical Methods for Economics and Social
Sciences

1) Statistical Methods or Applied Econometrics
2) Accounting methods
3) Historical methods



Methodology 1: Statistical Methods or Applied Econometrics

* Multivariate regression

Y=a+ X, +0,X,)++0,X,
=>»just correlation

=» cannot say anything about causation! (old style econometric mistake)
- Simple regression:

Zx S ) : . . .
f = ‘y‘ rs—y where xi and yi are deviations from sample mean, r is correlation

coeff|C|ent Sx and Sy are standard deviation

*Example of better approach: IV(Instrumental Variable) method
1ststep X = f(Z), 2" step Y = f(X)
The 1V, Z, should be assigned as randomly as possible.



Methodology 1: Statistical Methods or Applied Econometrics
For causation,

 Randomized Control Trials (RCT)

» ATE = E[Y;(DIT = 1] — E[Y;(0)|T = 0]
(= E[Y(DIT = 1] = E[Y;(0)|T = 1] = (E[Y;(0)|T = 0] = E[Y;(0)|T = 1])
= ATT + never taker's bias adjustment?))

,where Y(1)|T=1 is outcome under treatment and Y(0) | T=0 is outcome without
treatment

But! Simple Observation Comparison = E[Y;(1)] — E[Y;(0)]
= E[Y;(D|T = 1] + E[Y;(D|T = 0] — E[Y;(0)|T = 1] — E[V;(0)|T = 0]
= E|Y;(1)|T = 1] + always taker — never taker — E[Y;(0)|T = 0]
= E[Y;(1)|T = 1] — E[Y;(0)|T = 0] + seletion bias
(ATE + selection bias)

or
= E[Y;(DIT = 1] = E[Y;(0)IT = 1] + E[Y;(DI|T = 0] — E[Y;(0)|T = 0]

= ATT + aloways taker — complier (ATT + selection biasZ2)




Methodology 1: Statistical Methods or Applied Econometrics

*Examples of Causal Inference Approaches like RCT & ATE:
IV(Instrumental Variable) Method,
Conjoint Analysis,

DID (Difference in Difference),

RDD (Regression Discontinuity Design),

Propensity Score Matching,
Synthesized Control Method, etc.



Methodology 2 : Balance Equation or Accounting

 How about very small samples (a few!) or only one sample (like a
historical event)?

* Accounting (Balance Equation, Market Clear Condition):

* Accounting, Double Entry Book-Keeping

e "The Father of Accounting and Bookkeeping®: by Luca Pacioli (1447 -1517)
Italian mathematician

 SNA, GDP, BOP
* Input-Output Table, SAM, CGE, etc.



Methodology 2 : Balance Equation or Accounting
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balance-sheet-

example.png

SAMPLE
ASSETS LIABILITIES & EQUITY
Current Assets Liabilities
Checking Account 5,000 Current Liabilities
Savings Account 1,000
Petty Cash =00 Accounts Payable 12,000
Accounts Receivable 22,000 Line of Cred,'JF . 20,000
Inventory 15,000 Payroll Liabilities 7,000
Prepaid Insurance 6,000 o
Total Current Liabilities: 39,000
Total Current Assets: 49,500
Noncurrent Liabilities
Noncurrent Assets Long-term Debt (loan) 48,000
Accumulated Depreciation -4,500 Total Liabilities: 87,000
Computer 7,000
Building 65,000 Equit
Land 60,000 quity
Owner's Capital 35,000
Total Noncurrent Assets: 127,000 Retained Earnings 55,000
Total Equity: 90,000
Total Assets: 177,000 Total Liabilities & Equity: 177,000

(1080x1080)

(patriotsoftware.com) 33



https://www.patriotsoftware.com/wp-content/uploads/2019/12/balance-sheet-example.png

Methodology 2 : Balance Equation or Accounting

* Macroeconomic Balance
“The principle of equivalent of three aspects” in Macro Economy:

Y=W+R+De+T-Sub=C+I+G+EX-IM

Even though these are flow data, they are presented in a balanced
format.



Methodology 2 : Balance Equation or Accounting

Input-Output Table Frame
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Methodology 3 : Historical Approach or Evaluation Process

 Historical approach or Evolutionary development (new factors generating)
Economic History
Development Stage
Irreversible Process

Development Stage as a general expression

1) Pre-Growth or Developing: Public Policy=® Social Infrastructure and Infant Industry
Protection

2) High Growth: Market Competition, Free Trade, Investment

3) Mature : Deregulation & Free Trade, Income Redistribution, Reformation of
Infrastructure (Social Welfare etc.)

e.g. USA: inequality or income gap
Japan: strong regulation, monopolistic situation



Classical models of economic development as evolutionary explanation

e Variation of growth model

Akamatsu (1935): “Flying Geese pattern”, (imagel, original image)
Petty=Clark (1941): “Petty=Clark’s Law”,

Kuznets (1955): “Inverse U-shape curve”,

Rostow (1960): “Take-off”,

Vernon (1966): “Products Life Cycle”, etc.
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Points of “Flying Geese” or “Petty-Clerk

Productivity and Labor transformation

Productivity in agriculture/fishery/forestry by cooperation, irrigation and others

=>»labor movement from the primary sector to other sectors (the secondary or
the tertiary ) : Labor intensive industries (e.g. Agriculture =» light industries)

=» Productivity in the 2"¥ and 3" industries: Capital intensive industries
(e.g. light industries =2 heavy industries)

=2 Knowledge intensive industries (technology, science, idea, and so on.)
(e.g. heavy industries=> IT industries, intelligent services, etc.)



Summary

Characteristics of Social Sciences:

how we can depict/analyze the free behavior of human
beings. It’s impossible to predict individual movement with
free will completely.

Three methods:

Historical methods, Accounting methods, and Statistical
methods seem to be useful so far.



4. Factors for comprehensive economics



Point of view for comparative economic development

[1) Time (History or Evolutionary Process: Developing Stage)}
2) Space (Social Layers : main 5)

3) Social Structure or infrastructures (6 +)
4) Economic Development principles (main 5)



Time (History or Evolutionary Process: Developing Stage)

“Time “ does not mean the mathematical integration!
It’s different from the “Dynamics” of the economic model.

“Time”, here, means Historical time, which may include unexpected
events like the COVID-19 pandemic, the Russian invasion of Ukraine,
the genocide in Gaza, the kidnapping of Venezuela’s president, and the
threat of the U.S. to annex Greenland...

example 1

example 2




However, we have to be careful with “Historicism”.

e.g. The Poverty of Historicism (Karl Popper (1957))

We cannot predict our future society exactly in general because there is
no historical inevitability.

Historical analysis is useful and important but prediction of historical
inevitability/necessity is impossible.



Point of view for comparative economic development

1) Time (History or Evolutionary Process: Developing Stage)
[2) Space (Social Layers: main 5) ]

3) Social Structure or infrastructures (6 +)
4) Economic Development principles (main 5)



1)

2)

3)

4)

5)

Spatial Layers or Social Layers : different activities in

multi level | |
Global / International Trade (e.g. Ricardo, F. List)

(1) Nation State’s Strategic Behavior
(2) Protectionism (Tariff and Subsidies) and Free Trade

Domestic (Nation State) / interregional
(1) Competitive Situation

(2) Mobility

(3) Safety Net

Regional, or Urban vs Rural (e.g. Krugman, M. Porter)

(1) Regional Cooperation in general,

(2) Employment and Investment in Urban Area, Agglomeration, Geography
(3) Subsidies in Rural Agriculture

Organizations (gesellschaft and gemeinschaft) (e.g. C. Barnard, H. Simon,
J.K.Arrow)

(1) Companies (work place) and communities (local communities, university & school, etc)
(2) Large size firms (monopolistic or oligopolistic) vs Small and Medium size firms
(3) Competition and cooperation, Skill-up, knowledge intensity and technology

Class and Fields (for Individuals)
Q1-Q4 classes (Q2-3:middle classes), Each special field




Image : Time and Space for Society

\O
Social layers and Structure “QO(
N\
World &ggﬁb
o)

Future

I ‘Time

Past

Developing Stage

Organization and Individuals .



Point of view for comparative economic development

1) Time (History or Evolutionary Process: Developing Stage)
2) Space (Social Layers : main 5)
[3) Social Structure or infrastructures (6 +) J

4) Economic Development principles (main 5)




6 Infrastructures for a society : social fundamental power

I. Non-Economic System and Il. Economic System

1. Nature, Environment, Geography,ﬁ 2.Culture
Demography/Population 2-1. Languages, Religion, Ideology,
Tradition, Habit, Myth, etc.

2-2. Culture*, Arts, Sports, Sub-culture

Lt 2-3. Civilization, Infrastructure, Army:
~| Public goods

3. Political System or Institution 4. Economic System

Democracy & Dictatorship,
Autonomy, Bureaucracy,
International relations

4-1. Market Structure

4-2. Tax system and Monetary
Institutes

*Culture includes Literacy and Education, Science, Medical Care and so on.



Economic System : Market; Tax system and Monetary Institutes

Generating Market or Individualizing Market;

Market Structure: 4 agents
(1) Consumers (Households, Labors) (2) Firms, Investors including

foreign companies: Supply side

1 Microeconomics

Market Analysis

Including foreigners : Demand side

Market

-> Monopoly or Oligopoly, Income gap or
inequality, unemployment, etc.

et

Market Failure ;
Externalities, Transaction costs, Information Asymmetry,

Uncertainty, etc. $
Tax system and Monetary institutes

Public policy and Public goods : fiscal and monetary policy +
industry and trade policy

(3) Government : tax & tariff, (4) Monetary Institutes: ‘

public expenditure, subsidy Money, price, interest rate, exchange rate
(central, local, urban, rural) (T1=6) (M2,P, 1, e)

Macroeconomics

73



Point of view for comparative economic development

1) Time (History or Evolutionary Process: Developing Stage)
2) Space (Social Layers : main 5)
3) Social Structure or infrastructures (6 +)

[4) Economic Development principles (main 5) }




Economic Development : 5 main principles

Production &
Productivit

Investment, Money Trade

IS

Innovation, Invention, Technology, Industrialization, Urbanization
Venture Businesses



Economic Development :5 main principles
Principles of Economic Development: (I, EX-IM)

(1) Domestic/International or Global Trade = Comparative Advantage
Theory (demand side: uncertainty)

(2) Production & Productivity or Efficiency (Division of Labor and
Property Right) (supply side)

(3) Investment & Finance, Concentration of Capital -> financing technique,
Banking, International Finance (demand side: uncertainty)

(4) Changes of Industry Structure, Specialization = Industrialization (=
Income gap or inequality ) & Agglomeration/Urbanization (supply side)

(5) Innovation, Venture business, Technological change, management,
Science & Research (demand side: uncertainty)




Problem left
Money Control:

Capitalism=» concentration of money and securities (liquidities)

As mentioned above, Industrialization, Innovation, Invention,

Technological Change, New Knowledge, etc are essential for economic
development =2 Industrialism.

However, Unrestricted monetary flow seems to cause of economic
instability or fluctuation. Huge impact of money transaction to real
economy = So, speculation should be regulated.

References:

Walter Baghot, Lombard Street (1873)

J. M. Keynes, The Island of Stone Money (1915)
Milton Friedman, The Island of Stone Money (1991)
Felix Martin, Money (2014)



Summary :
Why have | been into the interdisciplinary field for a long time?

=» The economy is an open system

The key point of economic development is what your country produces/creates!
Production (goods & services), not trade and money per se!

What kind of goods/services?

What kind of industry? Manufacturing?

Decreasing return/marginal productivity such as agriculture and monoculture
causes poverty.

(Of course, agriculture is essential for human being though!)

Economics should be a comprehensive arts and sciences!



“There is no royal road to learning” by Karl Marx
F%Fﬂﬁ TED L |

Thank you for your attendance!

Contact:
ichi@hiroshima-u.ac.jp

See you again!


mailto:ichi@Hiroshima-u.ac.jp
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