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Asset-Based Economic and Welfare Policies:
Asset Markets and National Economic Strategy

MARUO Naomi
Abstract

1, The proportion of total value of national gross assets to national income has nearly tripled in the last
two decades in Japan. As the proportion has become large, the role of asset prices has been more
central to economic fluctuation and economic distribution than previous periods. The bubble
economy in the 1980s and its collapse were caused mainly by the unexpected fluctuations in asset
prices.

2, In contrast to the US and European countries that enjoyed the benefits of global liberalization of
financial and asset markets in the 1990s. Japan and a few newly industrialized nations in Asia were
seriously afflicted by depression in the same decade. The so-called global standards for financial and
asset markets worked unfavourably for those countries that had little experience and information
with regard to the markets. Chart 2 and 3 show how dramatically the relative share prices in Japan
and thé US have changed. .

3, Experiences in Asian countries in the 1990s suggest that introducing the same global standards for
international competition on equal footings to nations at different stages of market development is
sometimes not fair. Liberalization of financial and asset markets sometimes causes cumulative
economic fluctuations and unjust distribution of asset ownership. In the transitional period when a
system shift takes place in financial and asset markets, (1) asset-based-allocation policies, (2) asset-
based stabilization policies and (3) asset-based-distribution policies are required.

4, Liberalization of asset markets is also likely to widen inequality in asset ownership within a country.
In a period of system shift in asset markets, government policies for information sharing on asset
markets and workers’ share ownership through mutual investment funds, etc. are effective means of
mitigating inequalities in asset ownership and promoting efficient asset allocation.

5, If a larger portion of these financial assets were to shift from deposits and bonds, etc. to domestic
stock as happened in the US and a few European countries in the 1990s, share prices would rise and
the Japanese economy would begin to develop again. Investments by foreigners in Japanese stock
and real estate markets will be helpful in stimulating the Japanese economy. It is of interest to note
that the bubble economy of Japan in the 1980s was caused by foreigners’ investment in real estates

in Tokyo.
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6, In an era where the influences of these assets have become so large, neither a neo-classical policy nor
a Keynes = Beveridgian policy that manage mainly economic flows are sufficient. Positive asset-
based policies'are sometimes required to make market mechanism works well, The Swedish case is

in the 1990s of special interest when studying the policies at financial crisis.
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