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REFLECTIONS IN JAPAN ON THE
ECONOMIST AND A HISTORICAL
PERSPECTIVE

J. Thomas Lindblad
Leiden University,

Netherlands

| had the good fortune of being a Visiting
Professor at the Economic Research Center
during six months (April O September 2002),
thoroughly enjoying the serene quietude and
excellent facilities of Nagoya University. It was
not my first visit to Japan but certainly the
longest one and it surely enriched my view of
Japanese society and economy. Most of the
time | stayed in Nagoya but | also had an
opportunity to visit research institutions in
Tokyo, Kyoto and Kitakyushu. My main topic of
research concerned Japanese direct investment
in Indonesia in a long-run perspective. The
outcome will be presented in a forthcoming ERC
Discussion Paper. In the shadow of my main
research | was also in the position to reflect a bit
on the task of the economist, especially the one
concerned with Asia. That is what this small
essay is about.

Japan is steeped in a rich culture of long
standing. This is perhaps best symbolized by the
Japanese language with its transparent
structure and exceptional versatility in script
(after all, language remains the key to
understanding any culture). But does that imply
that history plays an important role in economic
studies? Or has the proverbial divide between
Japanese and foreign translated into a divide

between an appreciation of historical

FEconomic Research Center

perspectives at home on the one hand and the
application of imported methodologies on the
other? The strife among the ideological factions
at the venerable Red Gates in Bunkyo may have
faded away by now and explicit references to
Akamatsu's flying geese are becoming more
scarce even at his own alma mater. But what
has remained of historical awareness in current
Japanese economic studies on Asian
development?

The Asian crisis took everybody by surprise,
including keen Japanese observers of Asian
economics. It brought considerable
embarrassment to supposedly well-informed
professional economists who had breathlessly
been applauding the region's growth
achievements in recent years. What went
wrong? | think the answer is quite simple. The
economists, whether from the region or from
outside, were observing well but they were
looking at the wrong things. In the case of
Indonesia, for instance, standard
macroeconomic or market indicators offered no
clue to what was about to happen. But just
under the surface there were signs in the vein of
political economy. Institutional blunders,
personnel changes in key positions, blatant
cases of corruption, all exposing a fragility that
high growth rates would not convey. Such signs
could and should have been picked up.

No single event in economic history has
received so much attention so soon after it
happened as the Asian crisis. A vast literature
has evolved already. Globally speaking, two
schools of explanations have developed. One
stresses the internal dynamics of the market
mechanism: rapid growth will inevitably sooner or
later revert to crisis. The other focuses on

institutional factors: the crisis could have been
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avoided had the institutions been more robust.
One variation on the latter theme turns around
the pre-crisis idea that Asian success may be
ascribed to Asian values. These very values are
institutions.

now held responsible for weak

Confucianism feeds corruption and laudable
ambition becomes reckless expansion. | am not
sure that such twists of argument get us much
further.

What has been conspicuously lacking in the
whole discussion, however, is a historical
perspective extending further back than to the
Plaza Accord. Such a perspective would almost

per definition have resulted in more attention

FEconomic Research Center

given to political economy and institutional
development. But to understand domestic
institutions one needs to understand domestic
societies. And this is where history and even
culture enter the equation. It would appear that
Japanese economists are especially well
equipped to integrate such elements in their
approach to studies of Asia, both because of
their own heritage and because of the wealth of
information on other Asian countries
accumulated in Japan and by Japanese scholars.

| enjoyed being in Nagoya. It gave me some

time to think and that is always good for an

economist.
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This presentation reviews the current situation
for Japanese direct investment in Indonesia in a
long-term historical perspective. It offers an
overview of the accumulation of Japanese

investment in Indonesia between the late
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1960s and 1997 giving attention to the
changing character if Japanese investment over
time. It is demonstrated that by 1997Japanese
investment in Indonesia looked very different
from what could have been expected initially.
This has important consequences for the
position of Japanese firms in the Indonesian
economy, especially in manufacturing, and
particularly for their potential contribution to
economic development in Indonesia. Special
attention is given to the possibilities for
transfers of technology from Japanese firms to
Indonesians workers.

The presentation also offers evidence of
responses by Japanese business to the crisis
which began in 1997, also compared to
responses by other investors at the same time.
It concludes with a cautious optimism and a
warning against adopting too short a time
perspective when assessing future
developments. In this sense, the presentation
argues in favor of a more elaborated historical
perspective when studying current economic

matters.

00 148000000000

This presentation offers the first
comprehensive survey in English of Japanese
direct investment in Indonesia as it has
developed since the late 1960s. It consists of
four sections. The first section traces the
historical roots of Japanese capital investment
to the late-colonial period and links its
resurgence in the post-war period to political and
economic realignment under President Sukarno
in the 1950s. The second section depicts the
expansion and consolidation of Japanese direct
investment since 1970 giving special attention

to chronology and structural characteristics.

FEconomic Research Center

The third section elaborates on ventures

between Japanese investors and Indonesian
business and identifies chief investors and main
local partners. A brief fourth section discusses
responses by Japanese investors to the recent
economic crisis in Indonesia.. The paper argues
concludes by warning against basing inferences
for future developments too much on the very
recent past and argues in favor of adopting a

longer historical perspective.
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