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Drodzy Czytelnicy,

Z przyjemnoscig przekazujemy Wam letni zeszyt Silva laponicarum
H# , pierwszy zeszyt zredagowany pod patronatem naszej rady
naukowej, wraz z zestawem artykutéw z politologii, ekonomii oraz
jezykoznawstwa.

Dziekujemy cztonkom rady za wspoétprace i mamy nadzieje, ze
dzieki niej Silva stanie sie pismem bardziej atrakcyjnym, zaréwno
dla czytelnikéw jak i dla autorow kolejnych artykutow.

WrzesSniowy zeszyt ukaze sie niebawem.

Kolegium redakcyjne E-mail: silvajp@amu.edu.pl

Poznan-Warszawa, czerwiec 2006



Dear Readers,

It is our pleasure to deliver the summer fascicle of Silva laponicarum
A #£, the first to appear under the auspices of our research council.
The fascicle contains articles from the fields of political science,
economy and linguistics.

We would like to thank the council members for the cooperation. We
hope that with our research council Silva will become more
attractive, both for our readers and contributors.

The September fascicle will appear soon.

The editorial board E-mail: silvajp@amu.edu.pl

Poznan- Warsaw, June 2006
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Beata Bochorodycz

Policy Initiatives in Japanese Local Administration:
Initiation of the Okinawa Prefecture’s Cosmopolitan City
Formation Concept

The Cosmopolitan City Formation Concept (CCFC; Kokusai toshi keisei
koso TIEBSHER T HABAE ] ) was a set of long-term socio-economic
policies’ that the local government of the Okinawa prefecture created for
the first time entirely on its own initiative and submitted to the central
government between January 1996 and November 1997.

The CCFC, invoking the fundamental principles of jiritsu (H 7. autonomy,
independence, self-standing), peace and coexistence, envisioned future
development on the assumption of total return of the U.S. military bases,
covering approximately 20% of the main island. The plan set up the goals
of creating a self-standing prefectural economy, contribution to peace and
sustainable development in the Asian Pacific region, and international

" The CCFC, following the usage by the prefectural administrative organs, designates
the entire set of policies formulated under the Ota administration, while the most
general plan among them, which in Japanese carries the name CCFC (Kokusai toshi
keisei koso — 21 seiki ni muketa Okinawa no gurando dezain =] BT T Al i AR —
21 Az 7= phfod 7 Z > K794 »7] [Cosmopolitan city formation concept:
Grand design of Okinawa toward 21st century]), is referred to in this research as the
CCFC Main Text to avoid confusion. Besides the (1) CCFC Main Text, the CCFC
consisted of: (2) Base Return Action Program (BRAP; Kichi henkan akushon
puroguramu [IEHURET 7 >3 7' v 75 A ); (3) Request for Deregulation
and Other Industrial Promotion Special Measures (Kisei kanwa nado sangyo shinko
sochi ni kansuru yobo THIHIFEFNE FEEIRBUIEE (B 5 228 | ; hereafter cited
as Deregulation Request); (4) New Industrial Promotion Policy for Cosmopolitan City
Formation: Based on the “Report by the Committee of Industrial and Economic
Promotion and Deregulation Study” (Prefectural Final Free Trade Zone [FTZ] Plan;
hereafter cited as Prefectural Final FTZ Plan; Kokusai toshi keisei ni muketa aratana
sangyo shinkosaku: Sangyo, keizai no shinko to kisei kanwa nado kento iinkai hokoku o
ukete (Jiyii boeki kosé [FTZ] Ken saishiian) TIEIRBEAS A MV 7o 870 70 PE 3E4R
BUR —PEZE - RE OIRFLLIFHEMERFTZBESRELZZ T T(HHE S HM
[FTZ] R4 # %) |); (5) the Cosmopolitan City Formation Basic Plan: Towards
Realization of the “21 Century Grand Design” (Kokusai toshi keisei kihon keikaku: “21
seiki Okinawa grando dezain” no jitsugen ni mukete TIEFFES TR IEAGTHE— [21
AR D 77 o RT A ] OFEBITIANT TJ ; hereafter cited as Basic Plan);
and (6) Towards Realization of the Cosmopolitan City Formation Concept (Kokusai
toshi kdso keisei jitsugen ni mukete T EIBEERTIREAEFZ B SEBLC AT T ).
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exchange by making most of Okinawa’s history, its cultural heritage and
natural environment. Such objectives generally ran along the lines of
earlier promotion and development plans and comprehensive national
policies. The means of their achievement however, namely, the
introduction of deregulation measures on a scale of “one country, two
systems,” including the proposal for the prefecture-wide FTZ — challenged
the existing state apparatus. The plan led to unprecedented discussions,
conflicts and negotiations both between the central and local governments,
and within these two political entities.

Why and how did the prefectural government come up with the policy?
Why did it “disregard” the existing system for local policy making? How
did the local government pursue the policy vis-a-vis the central
government? This research seeks answers to these questions. It attempts, in
other words, to illuminate the conditions that enabled formation of an
independent local policy making (CCFC), and factors accounting for
setting the first part of the CCFC, the Base Return Action Program on the
national government’s decision agenda.’

The CCFC presents a model case of an independent local policy making —
that is formation of a policy concerning local community by the local
government (prefectures; cities, towns and villages, hereafter cited as
municipalities) on its own initiative. Using the multiply streams model
advocated by John Kingdon (1995) and others (Zahariadis 1999: 73-93), 1
argue that the CCFC was brought about by a consecutive coupling of three
streams of politics, problems and policy, first on the local level, and then
on the national level. In the first instance it was: (1-loc.) the politics stream,
which included the ideology of local executive leaders; (2-loc.) the
problems stream, which involved the need of returns of the U.S. military
land for prefecture’s economic development; and (3-loc.) the policy stream,
which included proposals generated on local initiative by the new
progressive administration.

In the second instance of streams’ coupling on national level, which
resulted in setting the local initiative on the central government’s decision
agenda, it was: (1-nat.) the politics stream, which involved public mood

2 For the CCFC’s content description see: Oshiro (1997: 139-151); Sakaguchi (1997:
151-168); Shiroi (1997: 169-202); For the economic analysis of the CCFC see: Shinjo
(1998: 359-385); Makino (1997, 197-283); Miyagi (1998: 30-34).

3 The decision agenda is a list of items the government is planning to execute. Kingdon
differentiates it from the public agenda, which consists of items that are of concern to
wider public, and formal agenda that is items that the government is paying attention to.
Kingdon (1995: 3-4).
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shaped by the reporting on the rape of a schoolgirl by the U.S. service
members stationed in Okinawa, and the ideology of the ruling party, the
SDP which led the coalition government at that time; (2-nat.) the problems
stream, which involved refusal of the proxy for military land lease by
Governor Ota; and (3-nat.) the policy stream, which consisted of proposals
formulated by the prefecture under the CCFC framework. In addition the
local policy initiatives were supported on the national level by a policy
entrepreneur * in person of Prime Minister Murayama. Such double
coupling of streams or opening of policy windows” on both local and
national levels was necessary because of the centralized system of local
policy making, under which the execution of the purely locally-initiated
policies depend on financial, legal and administrative support of the central
government.

The analysis demonstrated in sum that the conditions enabling purely
locally-initiated policy on the local level and its further setting on the
national decision agenda include: (1) a double coupling of streams of
politics, problems and policy on both the local and national levels; (2)
possession of a bargaining card by the local government which can be used
vis-a-vis the central government to induce response to local demands; and
(3) simultaneous interplay of all three factors in the streams of politics,
problems and policy, attended in addition by political entrepreneurs both
local and national respectively willing to push with a policy initiative.

The analysis focuses here on the first phase of the CCFC policy formation,
the period between inauguration of Governor Ota in November 1990 and
the submission of the first part of the CCFC — the Base Return Action
Program (BRAP) to the central government on 30 January 1996. During
that period the political landscape on the national level also underwent
significant transformation. Not only the cabinets changed five times during
that time, but also the first after thirty eight years, the non-LDP cabinet of
Hosokawa Morihiro was formed in 1993. It gave a rise to coalition
governments, first, the non-LDP, and since July 1994, again the LDP-
centered. In result, with the exception of the Communist Party (Nihon

* Policy entrepreneurs are advocates of certain policies who are “willing to invest their
resources — time, energy, reputation, money — to promote a position in return for
anticipated future gain in the form of material, purposive, or solidary benefits” (ibid.,
179). For various concepts of a policy entrepreneur, see ibid., 122, note 3.

> A policy window (window of opportunity) is a temporal stimulus for choice or an
opportunity for advocates of proposals to push their pet solutions, or to draw attention
to their special problems. Ibid., 154.

8 See, for example, Muramatsu (1997); Abe et al. (1994: 171-187).
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Kydsantd H A 3L £ %), all the opposition parties participated in
consecutive governments. Among those coalitions, the biggest surprise was
the coalition of the long-standing opponents, the LDP and the Social
Democratic Party of Japan (SDPJ)’ joined in addition by the New Party
Sakigake (Shintd Sakigake #T5EIZAVT) and led by the SDPJ leader
Murayama Tomiichi #fIUE T (July 1994 - Jan. 1996). It was during the
Murayama premiership that the negotiations on the locally-initiated
policies between the central and Okinawan governments began.

Politics and Problems: The Change of Prefectural Administration

On the local level, the policy window opened when Ota Masahide K H &
75 (b. 1925), a retired professor from Ryiikydl University backed up by a
progressive block (kakushin jin’ei #3747 )® won the gubernatorial
election on 15 November 1990. Ota defeated the incumbent conservative
governor Nishime Junji P8 &%/IE75H, who had been in office for twelve
consecutive years (1978-1990), and who represented a model type of a
politician with strong ties to the central government, the so called “pipe”
indispensable for channeling the central financial resources.

The change of prefectural administration in the stream of politics was
followed by a redefinition of local problems along the lines of political
ideology of the new governor and his supporting camp. Ota named the U.S.
military bases as the most serious problem confronting local community,
called for their removal, and promised “creation of Okinawa prefecture of
Peace” (heiwa no Okinawa ken zukuri “F-F10 -5 < V). The new
governor repeated his vow in the first policy speech delivered in the

7 Japan Socialist Party (JSP) or Nihon Shakaitd H A#:4>%: changed its English name
to Social Democratic Party of Japan (SDPJ) in 1991, but the Japanese name remained
unchanged till January 1996, when it became Shakai Minshuto #: 2 & £ %, or
Shamintd £LX% as it is popularly known, Social Democratic Party. In this study, JSP
refers to postwar period until 1991, SDPJ to 1992—-1995, and SDP to the period since
1996.

8 Ota was supported by: the SDPJ/SDP; a local party of the Okinawa Social Masses
Party (Okinawa Shakai Taishato {H#fifh2 K%, known as Shataitd £12K%t); Japan
Communist Party; Okinawa Japan’s Teachers Union (Okinawa Kydshokuin Kumiai 7
M B 4A or Okikydso {#1##H), High School Teachers Union (Ko6to Gakkd
Kydshokuin Kumiai 1 % FA8 B0k B4 or Kokydso = 2#H), All Japan Local
Government Workers Labor Union (Jichird H if%7), Okinawa Citizens Association
(Kenmin no Kai /&R £3), and other.
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prefectural assembly in December 1990,° half a year later, on 23 June
1991, ' announced the Peace Declaration (Ota 1991: 163-164) at the
Okinawa war memorial service, and soon after that (19 July-4 Aug. 1991)
went to the United States to petition the American government for the base
closures. Ota thereby established himself as the “peace and antiwar”
governor.

Such strong antiwar and anti-base feelings of the governor were shaped by
his youthful experience in the Okinawa battle (April-June 1945),"" the only
direct ground fighting on the Japanese soil between the imperial and
American forces during the Pacific War that annihilated one third
(120,000-150,000) of local civilian population.'> Ota repeatedly made
references to his experiences and insisted that the only way to secure peace
on the islands that are overly burden with the military bases — was their
removal. The governor’s claims were met by a receptive audience, whose
expectations for the base closures were high at the advent of the 1990s.
The Cold War had just ended and the U.S. government announced its ?lans
to restructure the American military forces both at home and overseas."”
The second problem that Ota pledged to resolve were the economic issues
and formation of the Third Okinawa Promotion and Development Plan

? Governor Ota’s speech in the prefectural assembly on 17 December 1990. Ota (1991:
136-137).

1923 June — Irei no hi B30 H, or the All Fallen in the Battle of Okinawa Memorial
Day — is a prefectural public holiday enacted by the prefectural assembly to
commemorate the battle of Okinawa (1945) that ended on that day.

" The bombing of the islands started on 23 March 1945, followed by the U.S. landing
on the Kerama islands on 26 March, and on 1 April on the main island.

12 For description of Ota’s war experience and a detailed account of the Okinawa battle,
see Ota (1996).

13 Already in 1988 the U.S. Congress pressed by a stagnant economy and growing
urgency to reduce the federal budget deficit authorized (Public Law 100-526)
establishment of a special independent Base Realignment and Closure Commission
(BRAC), which submitted its recommendations in December 1988. In November 1990,
President George Bush signed Public Law 101-510 that created another independent,
five-year Defense Bases Realignment and Closure Commissions (also known as BRAC
although the letters do not line up), with closures rounds in 1991, 1993, and 1995. In
result, between 1989 and 1999 the total U.S. military personnel fell by 34.95% from
2,130,000 to 1,384,700, of which the overseas forces were reduced most by 51.57%
from 510,000 to 247,000 (Department of Defense 2000: C-2). It is not clear how many
of the overseas installations were closed in the same period, but for the domestic
installations the U.S. General Accounting Office (GAO) reported that in result of
BRAC recommendations the U.S. Department of Defense reduced its domestic
infrastructure by approximately 20% in years 1989-1997, closing 97 out of 495 major
U.S. installations. United States General Accounting Office (2001: 2-4).
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(OPDP; Okinawa shinko kaihatsu keikaku [{H#BIRBLEAFEETE ] 1992-
2001)." The latter was of special importance to the prefecture because it
sets the general administrative and budgetary framework for all the other
socio-economic policies, and thereby affects the state of local economy
(Okinawa Times, 18 Nov. 1990). The OPDPs, although formally to be
initiated by the prefectural government," were in practice formulated by
the central bureaucracy, while the role of the prefecture was reduced
mostly to petitioning (Fumoto 12 Feb. 2004).'® Ota, who took over the
office in the beginning of December 1990, already in April 1991 cast his
doubts.

I cannot avoid thinking that our almost daily trips to Tokyo to
petition the central government are not going to create a bright future
for Okinawa, but on the contrary, will create Okinawa that cannot
stand on its own (jiritsu). 1 feel like my feet are getting heavier and
heavier every time I depart on a trip to Tokyo. Ota (1991: 75)."

Ota’s electoral vows followed in fact the pattern of all the previous (and
consecutive) gubernatorial elections: the progressives calling for military
base withdrawal as their main pledge, and the conservatives — for tackling
economic issues and improving relations with the central government in
order to obtain financial assistance.'® The main axis has run, in other words,
between “the bases” and “the economy,” although it has to be noted that
for any local politician, including members of the Okinawa branch of the
conservative LDP, not to pledge resolution to the base problem as such
would be politically suicidal. For the prefecture hosted approximately 75%
of all U.S. military facilities located in Japan (while comprising only 0.6%

' Governor Ota and his staff expected the Third OPDP to become the last of such
special plans. Fumoto (29 January 2004).

15 Okinawa Special Measures Law, art. 4.

16 Tawata (2003: 101), a veteran journalist of the Okinawa Times, pejoratively calls
such system of policy making the “begging and petitioning” (monogoi, chinjoshugi ¥
Z U BETE £ ), which essentially points to the centralized structures of policy
making for Okinawa.

'7 This and all following translations from Japanese by the author.

'8 The nine gubernatorial elections between 1972, the year of Okinawa’s reversion, and
2002 have been won five times by two conservative candidates: Nishime Junji in 1978,
1982 and 1984, and Inamine Keiichi ff48%— in 1998 and 2002; and four times by
three progressive candidates: Yara Chobyd /& R & i in 1972, Taira Koichi R 3217
in 1976 (who resigned in the midterm due to health problems), and Ota Masahide in
1990 and 1994. Okinawa Times, 3 November 2002.
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of total national land), which occupied 10.8% of the entire prefectural area,
and 19.5% of the most populated main island, in addition to 20 sectors of
air space and 29 zones in the sea.'’ Moreover, the military facilities
accommodated 27,121 U.S. army service members (including 16,200
marines) and 23,757 of their families, who between 1972 and 1995
committed 4,784 crimes and caused numerous accidents.” For that reason,
even the candidates of the conservative block have been promising
resolution to the base problem, although without advocatin; it as the focal
issue or tightening the base closures to any rigid timetables.”!

The reverse has been also true for the progressive candidates pledging
resolution to the economic problems and engagement in the OPDPs
formation as the second main issue. Okinawa still had the lowest in Japan
per capita income (71.9% of national average); highest unemployment rate
(3.9% vs. 2.1% national average in 1990, which by 1998 jumped to 7.7%
vs. 4.1.%) and of much higher among the younger generation: 20.0% (15 -
19 years old), and 8.9% (20-24 years old); a very weak secondary industry
that represented the lowest share in the production output (21.4% vs.
38.3%); and the lowest in the country own financial resources as of the
expenditures (23.5% vs. 55.8%).%

Hence the pledges and the problems were not new, but what Governor Ota
did differently, was to entirely shift the emphasis on the military bases on
one hand, point to them as the fundamental hindrance to local economic
development and self-standing (jiritsu), and thereby the welfare of local
citizens, and propose a grand plan for Okinawa on the assumption of total
base removal (Okinawa Times, 18 Nov. 1990). The governor set forth the
argument that the improvement of the economic situation depended on
industrial promotion that again was related to betterment and expansion of
transportation network, land procurement for industrial use, access to water
supplies (many located on the military land), systematic urban
development and other. All that was hampered by the concentration of the

' Among 53 municipalities 23 host the U.S. military bases, which in four
municipalities cover over 50% of the total area: 82% of the Kadena town, and 59% of
the Yomitan, 56% of the Chatan and 51% of Ginoza villages. Okinawa Ken (1996a: 9).
2% Data for 1995, which has not substantially changed through the 1990s. Ibid., 1-3, 104.
The 4,784 crimes committed by U.S. army and their families constitutes only 0.5% of
all the crimes committed in Okinawa in 1995 (the average between 1972 and 1995 was
1.9%), nevertheless politically the number arises much controversy and criticism.

21 On the progressives and conservatives see, for example, Egami (1994: 168-143).

22 All economic data is for 1990, with the exception of the secondary industry output,
which is for 1992. Okinawa Kaihatsu Cho Okinawa Sogo Jimu Kyoku (1995: 14, 7, 7,
15, 72).

15



military facilities in the most densely populated areas of the southern
(1,468 person/km?) and central (1,779 person/km?) parts of the main
island.” This important theme, to which I will return later in this article,
became most forcefully put forward during negotiations with the central
government in 1996. In the beginning of the second year in office, in
January 1992, the governor declared his intention of a new policy
formation still in abstract, although powerful terms.

We have to cut open a new way to jiritsu [emphasis mine]. Right
now is the time to restore our enterprising spirit and our
determination to make living on our own. I strongly believe that for
that purpose we have to revolutionize our way of thinking. And from
that standpoint, solving the base problem of our prefecture cannot be
avoided.

I have been entrusted by 1.2 million citizens and assigned the role
of the “chief designer” of prefectural administration. Therefore, I
would like to freely design several policies to realize the dreams of
our citizens. Unfortunately the canvas we are facing is not white.
Several difficult problems, such as the existence of military bases ...
and other remain and pollute it. Hence, although the solution of those
problems will be extremely difficult, by any means, I want to work
to gather the wisdom and energy of our citizens, repaint the canvas
into snow-white, and together with all of you, venture to freely
envision our happy dreams for the 21* century. Ota (1992: 149).

The speech, which left a deep impression on the prefectural office staff,
was in fact written by the governor’s Policy Coordination Counselor
Yoshimoto Masanori 7 JG B (b. 1936). Yoshimoto, an experienced
activist from the powerful All Japan Local Government Workers Labor
Union (Jichird), was in October 1993 nominated the vice governor, and
consecutively became the mastermind of all Ota’s policies (Yoshimoto
2001). Yoshimoto, like other local citizens who still remembered the
Okinawa Battle, twenty seven years of American occupation (1945-1972)
and disappointment at the reversion not accompanied by substantial base
closures, shared the governor’s anti-war and anti-base stance. But in
addition, Yoshimoto also cherished the idea of “self-governed” Okinawa
that was to go back to its roots, when as an independent kingdom of
Ryikya (XIV-XIX)** prospered of trade and commerce with neighboring

# Data for 1990. Ibid.: 1.
¥ The Ryikyii Kingdom was invaded by the Satsuma army already in 1609, but it

16



regions and countries.”” Both ideas of peace (antiwar and anti-base) and
Jjiritsu found their full expression in the prefectural new grand vision.

Policy Stream: The UERI Report

The two executive leaders, having redefined local problems of the military
bases and economy along their ideological lines, having attached them to
particular solution of a need for a new policy, and having placed them on
the prefectural decision agenda — set on preparing the policy alternatives.
In the generation of the policy proposals, which took place between 1992
and 1995 and which for technical and political reasons was entrusted to a
Tokyo-based think tank, the precedence and centrally designed policy
framework, as argued in this section, were to play important roles.
Declaration of a new policy by local executives was one thing, but actual
formation was a different matter that required knowledge, expertise, skills,
information, and more, for which most local governments in Japan were
not prepared. Okinawa was actually in a special position in comparison to
all the other prefectures (with the exception of Hokkaidd) because its
policies fell under the competence of the Okinawa Development Agency
(ODA; Okinawa Kaihatsu Cho 7 ## B %& /7). *° The agency was
specifically established for Okinawa to help redress economic gap with the
mainland Japan caused by the prolonged American occupation and to
establish a self-standing local economy. The ODA, based on the Special
Measures Law for Okinawa Promotion and Development (Okinawa shinko
kaihatsu tokubetsu sochi ho 1T HLBH RS Ry FE B 15 hereafter cited as
Okinawa Special Measures Law; passed on 31 December 1971),
formulated three ten-year plans, the First (1972-1981), Second (1982-
1991) and Third (1992-2001) Okinawa Promotion and Development

maintained feudal relations both with the Chinese emperor and Satsuma lords till its
incorporation into Japan as a prefecture in 1879.

25 The idea took shape, as recalled by Yoshimoto, during his formative years spent on
Japan’s peripheries, the western-most island of Yonaguni located in close proximity to
Taipei (115 km, and 516 km to Naha) where he was born, and occupied at that time by
Japan’s Taiwan where he attended elementary school, as well as thorough studies of
Okinawan history. Yoshimoto (2001). See also Tawata (2003: 91).

26 With the administrative reform in 2001, the ODA was incorporated into the Cabinet
Office under Okinawa Bureau and Okinawa Promotion Bureau, headed by a state
minister for Special Missions for Okinawa and Northern Territories Affairs.
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Plans,”” which under the supervision of the central ministries contributed
. ) . 28
predominantly to improvement of the prefectural infrastructure.

The Economic Research Institute (UERI)

The local leaders were however in search of a different type of policy than
the earlier development plans supervised by the ODA. Vice Governor
Yoshimoto requested the prefectural Planning and Development
Department (Kikaku Kaihatsu Bu 72 E[BHFEH) to look for a think tank
that would fulfill two requirements; first, be progressive enough to
formulate a bold and unorthodox policy, and second, be conservative
enough to have strong connections with the central government
bureaucrats and politicians, academics, researchers, influential business
and finance people (Yoshimoto 2001). After the search, the prefectural
department suggested the Tokyo-based Urban Economic Research Institute
(UERI),” which the vice governor requested for a policy formation in the
beginning of 1992. Yoshimoto explained to the UERI that he expected a
plan that “would propose ‘a new and original vision for Okinawa’s future.’
A grand plan that would take into account existing examples from abroad,
such as the system of city state of Singapore, the functional division
between Hawaii and the mainland U.S., and the special self-government
system of Puerto Rico” (Kdzuma 2001: 75). The vice governor was
particularly interested in the functioning of the systems that supported
trade and commerce in Singapore, tourism industry in Hawaii and political
autonomy of Puerto Rico, hoping that they could become models to follow
for Okinawa (Yoshimoto 1995: 3).

Yoshimoto also suggested UERI to invite several prominent figures to
discussions on the plan proposals in the Discussion Groups for the
Cosmopolitan City OKINAWA Formation (Kokusai Toshi OKINAWA

" The name of the fourth plan formed in 2002 has been altered to the Okinawa
Promotion Plan (OPP; Okinawa shinké keikaku T 1THEIRBLEFH | ).

2 Around 80-90% of the expenses of the Okinawa promotion and development
programs and projects have gone for public works: roads, airports, harbors, and
agriculture facilities. The implemented OPDPs brought total 7.71 trillion yen (with the
supplementary budgets) between 1972 and 2002. Okinawa Ken Kikaku Kaihatsu Bu
(2004: 124).

%% Urban Economic Research Institute (UERI), established in May 1964, is under the
auspices of Ministry of Land, Infrastructure and Transport (MOLIT). The institute had
in 2003 around 74 staff and was chaired by Tabata Hidenao, the president of the
Metocean Environment Incorporation, a member of various governmental advisory
councils in METI and the Ministry of Environment. Information on UERI available
from http:// www.ueri.org/main.html; Internet; accessed 15 February 2003.
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Keisei Kondankai [EFE#T T OKINAWA FEERFES). It was created in
1993 and joined among others by: Amamoto Toshimasa KA IE, a
former assistant vice minister from the Construction Ministry, Kodama
Masato /N E1EfE, a counselor for the ODA and National Archives of
Japan, Konami Hirohide /> JR {8 %%, a director general of the Urban
Development Department in the National Corporation of Regional
Development, and Otake Kenichird KEfd—HE, a section chief from the
Finance Ministry Tax Bureau. The vice governor calculated that by such
arrangements, in addition to obtaining new policy ideas, the information
about the prefectural plan would spread to governmental agencies, prepare
the ground, and test proposals for plausibility, or, in the terminology of
John Kingdon, “soften up” the policy community.30 That was indispensable,
according to the local leader, if the prefecture wanted to succeed with the
plan’s execution under the centralized system of local autonomy
(Yoshimoto 2001).

The Urban Economic Research Institute carried discussions and research
studies for the next two years and in March 1994 submitted the Report of
the Cosmopolitan City Formation Preparation Plan (UERI Report), which
envision future development for the central-southern part of the main
island at first, and which became the main body of the future CCFC Main
Text and the Basic Plan. The report, which incorporated policy proposals
of the members of the Discussion Groups for the Cosmopolitan City
OKINAWA Formation,”' emphasized the trade and commerce tradition of
the prefecture (the Ryiikyl islands) and its favorable geographical location,
and advocated creation of a “cosmopolitan city of Okinawa” (kokusai toshi

30 «Softening up” is a process of getting used to new ideas and building acceptance for
policy proposals among the members of policy communities (actors involved in the
policy making). It involves public speeches, reports and other papers, conferences,
formal and informal meetings and other. Kindgon (1995: 127-131).

3! The recommendations of the discussion group members constituted the general
framework of the UERI Report, and in addition were also included in the Report under
a separate section of the “Intabyi Chdsa Gaiyd: Yushikisha nado ni yoru kokusai toshi
OKINAWA keisei e no teigen” [Outline of the interview research: Proposals of the
experts and others for the formation of international city of OKINAWA] [ > ¥ £ =
— A E A I L S EEE T OKINAWA JE~DH#ES | . While the
main part of the UERI Report became almost verbatim incorporated later into the
CCFC Main Text and Basic Plan by the prefectural office, the experts’ proposals
provided ideas for the formation of the Deregulation Request. Toshi Kezai Kenkyiijo
(1994: 33-53).
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Okinawa [EIBSEL T ) that was to become a new exchange hub in the
pan-Pacific region.

The idea of such hub was not entirely new however. In fact, all of the
consecutive OPDPs, following the general policy objectives set by the
national plans, proposed creation of the international exchange hub in
Okinawa, and the UERI report strongly emphasized its relation to such
nationally designed policy frameworks: the Third OPDP and the Fourth
National Comprehensive Development Plan (Zenkokudo ségo kaihatsu
keikaku T2E #6538 EHH ] , known under the abbreviation Zensd
4 #8). under which the OPDPs fell. The report explained that the
cosmopolitan city idea was to realize one of the Third OPDP’s objectives
of creating “the southern international exchange hub of Japan,” which was
to “foster distinctive regional features,” and which followed one of the
Fourth Zensd’s general goals of creating “multi-polar national land
structure,” and within that, of creating development hub areas (shinko
kyoten chiiki #EBULSHI).> Such references to earlier policies clearly
demonstrate that any plan created by a local government in Japan has to
fall within a bigger policy scheme designed by the central government, in
order to obtain approval and a budget allocation for its execution. But the
references also show that a policy choice is in fact “bounded by
inheritance,” namely by the preceding policies (Zahariadis 1995: 49).
Within those general policy objectives, the UERI Report, following the
vice governor’s request, was innovative or even “radical” in two aspects.
First, it designed redevelopment plans for the military land, including the
Kadena Air Base (Toshi Keizai Kenkyjo 1994: 127),** which was to
become a prototype model of a conversion program for all the other
military bases to be returned in the future. Second, it suggested, although
still in abstract terms, that a special self-governing system was necessary
for Okinawa, a claim justified by the trends for decentralization and
administrative reforms, as well as broader context of globalization, or
“internationalization” (kokusaika [EIFR{t.) as it has been referred to in

32 The system of the development hub areas (shinko kyoten chiiki H& LS H15E) was
established by the Multi-Polar National Land Structure Formation Promotion Law
(Takyoku bunsangata kokudo keisei sokushin ho 264553 #8 E 1 TE AR HEYE) passed
on 14 June 1988; and aimed at dispersion of economic, administrative and cultural
functions among various areas concentrated until then in the Kanto (Tokyo) area, as
well as, promotion of unique characteristics of particular regions. In March 2004, there
existed eight of such areas, including one in Okinawa.

33 The total area taken by the bases in the Kadena town reaches 82.8% of the entire area.
Data for 1995. Okinawa Ken Somu Bu Chiji Koshitsu Kichi Taisaku Shitsu (1996: 9).
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Japan. Such special system, phrased in the report as the “Okinawa
province” (Okinawadé 1##1H) and “Rytikyil province” (Ryitkyii shii HiEk
JI) that was a part of a “special prefecture system” (tokubetsu todofuken
seido 153I1FBE IFF UL B5).>* was further specified in the Pacific Crossroad
of Okinawa as “the Ryukyi Islands’ Special Self-Government System”
(Ryﬂkgzﬁ shoto tokubetsu jichisei B EK Gt 5 50l H 16 i) formulated in
1998.%

For the “radical” measures to be executed, the plan had to be approved first
by the national government and henceforth, for the next two years between
beginning of 1994 and 1996, the institute and the prefectural office focused
on further research studies to prepare detailed proposals to fit the CCFC
into existing policy frameworks (Toshi Keizai Kenkyiijo 1996a). Moreover,
in preparation for the formulation of the Fifth Zenso (tentatively called
Post-Four Zenso at the time).”® the prefecture in cooperation with the
Policy Coordination Bureau of the National Land Agency (NLA)
conducted research studies that were to raise the CCFC to the rank of a
national plan by including it into the new governmental policy (Toshi
Keizai Kenkytjo 1996b; Okinawa Ken, 1996a), under the title of the
Okinawa “subtropical environment exchange zone” (Kokudo Cho Keiaku
Chosei Kyoku, Okinawa Ken 1995) as a part of the general objective of
creating “international contribution hubs” in Japan.

The Prefectural Office: The CCFC Promotion Group

After having completed the research studies and in preparation for
formation of the official policy proposal, the prefectural government
undertook activities on four different fronts. First, it began publicizing
campaign in the local newspaper, the Ryitkyii Shimpo that ran a column on

3* The system, strongly advocated by the vice governor, was tentatively called by him at
that time as a designated prefecture system (seirei ken B(45 %) Yoshimoto (1995: 3).

35 The original title: 2/ seiki ni muketa Okinawa seisaku teigen [Dai ichiji an],
Pashifikku kurosurédo: Okinawa 121 HciZ w72 WHBEORIE S —RE] /v
74y 7aAa— RF—fll] . Vice Governor Yoshimoto requested Jichird to
prepare the proposal in February 1997, which was submitted to the governor on 20
February 1998.

36 The Fifth Zenso (approved on 31 March 1998) included in fact many of the requested
policies, quoting almost verbatim the prefectural plans, “The Okinawa region will
become a special frontier region in the 21* century and a ‘base for peaceful exchanges
in the Pacific Ocean (Pacific crossroad)’ that will contribute to self-sufficient regional
development, and to the development of socioeconomic culture of Japan and the Asia-
Pacific region.”
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the CCFC titled “Toward 21st Century: Dream Workshop for Okinawa”
( T21 seiki e: Okinawa, yume kobs 21 ikt ~—hil « 2 T 5| )
throughout January 1995 in fifteen installments. Second, it established in
April 1995 the Cosmopolitan City Formation Promotion Group (Kokusai
Toshi Keisei Sokushin Han [E| B2 #T i 2 Bl (e #E BE; hereafter cited as
CCFC Promotion Group) in the Planning and Development Department
that was to consolidate the work on the CCFC in the prefectural office, and
between the prefecture and various interest groups, including
municipalities. The CCFC promotion Group was also to prepare a draft, at
first only for the central and southern part of the Okinawa main island,’’
which at that stage involved rephrasing the UERI Report into the language
of administrative organs (Fumoto 20 Feb. 2004). Third, the prefecture
started discussions on the proposal with the municipalities in order to
receive requests and obtain their approval of the plan. At the explanation
meeting held on 11 May 1995 (Fumoto 25 Feb. 2004), communities not
included in the initial plan raised objections, and in consequence, it was
agreed that the plan would be extended to the entire prefecture (Higa 2000).
Fourth, the prefectural government renewed its efforts to push for the
passage of the Special Measures Law Concerning Return of Land Used by
the U.S. Military in Okinawa Prefecture (hereafter cited as Okinawa U.S.
Military Land Reversion Law).’® that was to enable comprehensive
planning of the returned military land by securing governmental assistance
and rent payments to landowners up to three years after reversion. The
circumstance seemed particularly favorable, because the coalition
government was led by the leader of the Social Democratic Party of Japan,
Murayama Tomiichi. Although severely revised by the still powerful LDP
members,”” the bill was enacted in May 1995 finalizing in fact twenty six-
year long prefectural efforts.*” The bill passage was significant because it

37 The plan included 24 municipalities south from the Ishikawa city, the total area
47,070 ha, population of 1.04 m (representing 85.25% of total prefectural population in
1995). Okinawa Kaihatsu Cho Okinawa S6go Jimu Kyoku (1995: 2).

38 Original title: Okinawa ken ni okeru chiiryii gunyochi no henkan ni tomonau
tokubetsu sochi ni kansuru horitsu IPHEIZ 351 D EERE B F Mo IBGER | RS R B F
\ZBE 42354, popularly known as Gunten tokusoho EHERFHEE.

39 The bill was introduced as a Diet member’s bill by Uehara Kdsuke (Okinawa district)
supported by the SDPJ, the Komei Party (Komeitdo ZAH %), the New Party Sakigake,
the Communist Party and the Reformers Club (Kaishin 2&#T).

0 The request to pass the Okinawa Land Reversion Law was first made in 1978 by the
then Okinawa Governor Nishime Junji, Prefectural Assembly and the Council for
Military Land Conversion and the U.S. Base Problems (Okinawa Ken Gunyochi Tenyd
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created the first legal framework for military land conversions, providing
localities with financial means for redevelopment on one hand, and on the
other, weakening the opposition of some of the land owners and the base
hosting municipalities against the base returns, who feared the instant
deprivation of substantive income.

In mid of 1995, the prefecture had therefore the policy alternatives ready
and was preparing to enter the final stage of policy formation and approval
on the local level. It is difficult to authoritatively say what the final form of
the CCFC would have taken (at this stage there was still no mention, for
instance, of the prefecture wide FTZ plan), or to what extent the CCFC
would have been implemented afterwards. But it is also hard to imagine
that without any political pressures or a bargaining card vis-a-vis the
central government, the latter would have cooperated, especially after the
change from the SDP-led coalition government back to the LDP-led one in
January 1996. In September 1995 however, a policy window on the
national level opened, and the local leaders with a clear policy vision and
policy alternatives on hand immediately recognized their chance.

Politics and Problems: The Murayama Cabinet

The policy window on the national level was opened by a rape incident
that happened on 4 September 1995 in the northern part of the Okinawa
main island. The consecutive developments in the streams of politics and
problems demonstrated how the public mood shaped by that rape and
following protests, as well as the ideology of the main ruling party
(SDPJ/SDP) can affect the likelihood of setting local policy on the national
decision agenda.

The Rape

The rape incident that open the policy window was not “unique” in itself
because since the Okinawa reversion to Japan on 15 May 1972, there have
been close to five thousand various incidents and accidents (including over
five hundred atrocious),” but what was unusual this time was the age of

Sokushin Kichi Mondai Kyodgikai 7H## b 55 H iz A (e L Hb R RE 1 5% 2, known as
Guntenkyd ##17), but the bill was scrapped in 1980. The consequent efforts to enact
the bill, joint by the largest Okinawa Prefecture Military Land Owners Union (Okinawa
Ken Gunydchi nado Jinushi Rengokai #f R % f Hi % Hi 32381523, known as Tochiren
1-#38) also ended in vain with the bill proposals being scrapped again in 1982 and
1991, before it finally become a law on 19 May 1995 (effective 26 May 1995, law no.
102).

4 D)ata for 1972-1995: 4,784 crimes including 511 atrocious (1972-2003: total 5,269
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the victim. The girl was twelve years old when she was abducted by three
U.S. service members on her way back home from shopping, and later
raped. The news of the incident, reported first by Ryitkyi Shimpo four days
later to protect the identity of the victim, followed by another that the three
suspects were kept at Camp Hansen and that the Japanese investigation
authorities were not able to take custody of them.

The reporting on the event sent a wave of shock throughout the prefecture.
A fierce denunciation, series of protests,42 and demonstrations followed
accompanied by demands for revision of the article 17 of the Status of
Forces Agreement (SOFA) stipulating the procedures for the delivery of
criminals in custody. Later, people started calling not only for the reversion
of that article, but the entire SOFA, which escalated into demands for
reduction and closure of the bases, withdrawal of the marines, and even
revision of the U.S.-Japan Security Treaty. Organized soon after the
incident on 21 October 1995, the Okinawa People’s Rally Demanding
Denunciation of the Rape Incident by U.S. service members and Revision
of Status of Forces Agreement was attended by 85, 000 people, becoming
the biggest demonstration since Okinawa’s reversion.”

The Proxy

The rape incident happened around the time when Governor Ota had to
make a decision concerning a proxy sign for the use of land by the U.S.
military. It was the second such decision for the “peace and antiwar”
governor since he took over the office in the fall of 1990. The problem of
proxy resurfaced every five years* because that was the length of a lease
that the government could sign on behalf of private land owners who had
been refusing to do it since the reversion (only two thirds of the U.S.

crimes, 540 atrocious). Okinawa Ken Somu Bu Chiji Koshitsu Kichi Taisaku Shitsu
(1995: 104; 2004: 85).

*2 During one year of 1996, Naha Defense Facilities Administration Agency received
over 250 protests and petitions against the bases. Okinawa Times, 31 December 1996.

* The data announced by the organizers. The prefectural police reported 58,000
participants.

* The period has been changing: from 1972 to 1982 — it was 5 years (twice extended),
1982-1992 — 10 years, and 1992-1997 — 5 years, according to the changes of laws
enabling the lease against the land owners’ will. In April 1997, the government revised
the Special Measures Law on Land for U.S. Military Use (Beigun yochi tokuso ho K &
FH 4R, discussed in following chapters, and in 1999 passed the decentralization
bill (chihé bunken seibi ho #7753 4EFEAR %) that placed the proxy sign directly under
the prime minister’s jurisdiction (Takara 2000: 199). For the legal problems concerning
the bases see, Urata (2000).
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military land is owned by the central, prefectural or municipal
governments).*”” In 1995, it was the thirty five antiwar land owners (hansen
Jinushi [ TE) who anew declined to sign, and so did the mayors of
Naha and Okinawa cities, and the chief of the Yomitan village on their
behalf. On 21 August 1995, couple of weeks before the rape, the central
government requested hence Governor Ota to sign a proxy for the
recalcitrant owners. At that point, the governor had allegedly already
decided not to sign the lease for several reasons, among which, as he
explained afterwards in the Supreme Court, the Nye Report, released by
the U.S. Department of Defense in February 1995, was one of the major
factors. The Report declared sustaining the number of U.S. army in the
Asia-Pacific at 100,000 level, while emphasizing the strategic importance
of Okinawa. The governor feared, as he said, that it would lead to
maintaining and even strengthening the U.S. forces stationed in the
prefecture (Ota 2000: 245-253; Ota 1995: 22-28.). Having made up his
mind on the proxy, Ota toughened even further his position after the rape.
On 28 September 1995, the final day set by the Naha Bureau of Defense
Facilities Administration Agency (Naha Boei Shisetsu Kyoku HIS % B fi
% Ja)), the governor announced his refusal in the prefectural assembly, the
decision which he conveyed to the central authorities the following day.

In addition to the political unrest instigated by the rape, the central
government was faced therefore with another problem, the proxy, which
could have had far-reaching consequences for the national security. The
irony of the situation was that the government at that time was led by the
party that had opposed the U.S.-Japan Security Alliance and stationing of
the American bases in Japan until it formed coalition with the LDP on 30
June 1994. The Social Democratic Party of Japan (SDPJ) and its leader,
Prime Minister Murayama Tomiichi, who in addition was an old friend of
Vice Governor Yoshimoto from Jichird — were caught in a dilemma. There
was no choice however, and on 7 December 1995 the prime minister filed
a suit against the governor, on 25 March 1996 the Fukuoka District Court
ruled out in favor of the central government, and so did the Supreme Court
in July and August later that year.* The Supreme Court in Japan has

*1n 1995 33.3% of the land was owned by the central government, 3.6% — by the
prefectural government, 30.4% — by the municipalities, and 32.7% by private people.
The percentage has changed minimally through the 1990s. Okinawa Ken Somu Bu
Chiji Koshitsu Kichi Taisaku Shitsu (1995: 2).

6 0n 12 July 1996 the Supreme Court ruled out on the Sobe Communication Site, and
on 16 July, on other eleven facilities including Kadena Air Station. On 28 August the
governor decided not to appeal, thus ending the eleven-month legal battle.
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tended to take neutral position on political issues, making the court
procedure rather a formality, which has been referred to as the “judicial
passive-ism” or “judicial neutralism,” especially after the political
struggles in the 1950s (Muramatsu et al. 2001: 235-239). Thus the outcome
of the trial against Governor Ota ran along the well established patterns.
Despite the central government’s victory the political pressure the trial
created was enormous.”’ The governor gained support from virtually all
local groups, including the prefectural and municipal assemblies and
numerous citizens groups. Both the local and national media extensively
reported on the event and the extracts of the governor’s testimony in the
Supreme Court on 10 July 1996, during which Ota claimed the
unconstitutionality of the military bases in Okinawa, covered the front
pages of all the major newspapers and TV stations. Ota was transformed
from the local to the national hero and a national symbol of the “peace and
antiwar” governor fighting the too powerful and overly centralized
government in Tokyo.

Initial Local Demands

The strong public support and the political tension brought about by the
trial created a situation that seemed to shift the balance of power in favor
of the prefecture. Already at the end of 1995 during the strongest wave of
demonstrations, the local leaders recognized the chance and undertook
several actions directed first at resolution of the base problems, which as
noted, preconditioned in their opinions execution of all the other
development plans. Prime Minister Murayama on the other hand, although
forced to file a suit against the governor, was very much in support of the
prefectural undertakings (Fumoto 15 March 2004), and so was his party.
The SDP, in fact, became one of the strongest proponents of the Okinawan
case at the national level during the consecutive negotiations on the locally
initiated policies.*® One of the best proofs of the SDP support was already
the passage of the aforementioned Okinawa U.S. Military Land Reversion
Law in May 1995.

The first meeting of Prime Minister Murayama and Governor Ota after the
rape incident took place on 4 November 1995, during which the governor
explained the prefectural development grand vision: the research results of

47 On the media blitz in that period, see for instance, Ando (1997: 39-78).

8 The SDP released several statements voicing its support for the prefectural plans
(BRAP, CCFC Main Text and Deregulation Request) and advocating their execution as
requested by the prefecture during the entire period under study. Shakai Minshuto.
(1996, 1997).
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the UERI Report, and the two-stage (later developed into three stages) plan
for return of all the military bases, asking for the governmental assistance
in their realization.” In response, Prime Minister Murayama promised to
cooperate and also to create a forum, first for the prefecture and the central
government to discuss the base related issues, the Okinawa U.S. Base
Problems Council (Okinawa Beigun Kichi Mondai Kyogikai J###i >k & 3
HuRARE B 362).%° The establishment of the new institution was approved
by the cabinet on 17 November 1995.”"

At the meeting with the governor, the prime minister also pledged to press
the U.S. government on the base issues. The promise was fulfilled two
weeks later on 19 November during a meeting with the Vice President Al
Gore. In consequence, Prime Minister Murayama and his American
counter partner concluded agreement to establish Special Action
Committee on Okinawa (SACO) that was to investigate base closures and
realignments in the prefecture. The SACO recommendations, and more
precisely conditions for the military base returns proposed by the
committee (intra-prefecture transfers),”* were to lead to a major conflict
between the governor and the central government following year in autumn.
Initially however, in November 1995, the establishment of SACO seemed
to bring closer the probability of realization of prefectural development
plans, and therefore after the second Ota-Murayama meeting on 24
November, during which the prime minister reported on his discussions
with the U.S. vice president, and the first meeting of the Okinawa U.S.
Base Problems Council on 25 November, the prefecture was in a rush to
prepare final policy proposals and obtain public support for them.

* It was summarized in a one-page outline of the Cosmopolitan City Formation
Concept and Base Return Action Program (Tentative Draft) (Kokusai toshi koso, kichi
henkan no akushion puroguramu [Shian] [[ERE TR « EHORET 7 > =
a7 g ARE ).

 The participants included: the chief cabinet secretary, foreign minister, director
general of the Defense Agency, and the governor of Okinawa.

> On the same day, the prefectural Policy Coordination Counselor Takayama Choko
explained the outline of the BRAP and CCFC Main Text at the meeting of the coalition
parties’ Foreign Affairs and Defense Joint Coordination Meeting on Okinawa Base
Problems (Okinawa Kichi Mondai ni Kansuru Gaiko, Boei Godo Chosei Kaigi %S
MR BRI T 24022 - i & [F iA%< ), the only available forum for such
presentation at the time.

32 According to SACO agreement, approximately 21% of U.S. American bases and
facilities in Okinawa (5,002 ha) were scheduled for closure and realignment, including
the most disputed Futenma Air Station.
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Policy Stream: The BRAP

The formation of the Base Return Action Program (BRAP), which
proposed returns of all military bases located in Okinawa, and which in
turn preconditioned the economic development, marks the first phase of
the CCFC formation by the prefectural government. In the process, as
detailed in this section, the biggest challenges were posed by the
disintegrated operations of the prefectural office resulting from the
problem of administrative sectionalism, in tackling of which the political
and administrative skill of the local executives played an important role.

The Prefectural Office: CCFC and Base Return Project Team

In preparation for the official policy formation, Vice Governor Yoshimoto
decided to make further organizational changes in the prefectural office
aimed at, first, strengthening the CCFC policy making office, second,
institutionalizing channels of direct communication with municipalities,
and third, consolidating the operations of the entire prefectural office. First,
the two-person CCFC Promotion Group, that was in charge of the CCFC
and BRAP since April 1995, was enlarged almost six-fold into the eleven-
member Cosmopolitan City Formation and Base Return Promotion
Measures Project Team (Kokusai Toshi Keisei Oyobi Kichi Henkan
Sokushin Taisaku Projecto Chimu [E|BEHER i 8 pk M OV BB (R o 5
7'm Yz 7 hF—LI; hereafter cited as CCFC and Base Return Project
Team) on 15 November 1995. Like its predecessor, the team was in charge
of coordinating the policy formation and communication with other
prefectural offices and various interest groups.

Second, the CCFC and Base Return Project Team, after holding several
explanation meetings on the BRAP for municipalities (6-7 Dec. 1995),
agreed with representatives of local communities to establish
Cosmopolitan City Formation Municipalities Liaison Council (Kokusai
Toshi Keisei Nado Shichoson Renraku Kyogikai [El B i 2 pl & i BT A
HE 135 2 hereafter cited as CCFC Municipalities Liaison Council),
which took off on 9 January 1996. The council consisted of municipal
planning divisions’ chiefs, and was divided into two main sections of the
Cosmopolitan City Formation Concept Section (Kokusai Toshi Keisei
Koso Bukai [E B 7 7E s #4855 2% ) and the Base Return Concept
Section (Kichi Henkan Koso Bukai J&HiGEREAREZY). As the names
suggest, the two sections focused on the CCFC and the BRAP respectively,
and were to bring the policy formation process to the lowest levels of self-
government.
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Third, to consolidate operations of the all prefectural departments, the
Cosmopolitan City Formation Prefecture Liaison Council (Kokusai Toshi
Keisei Chonai Renraku Kydgikai [E BE#B 1 /2 5k T PN 3 4 1 i = ;
hereafter cited as CCFC Prefecture Liaison Council) was established on 28
December 1995, following the secretaries meeting of the CCFC Prefecture
Liaison Council two days earlier. The council consisted of all the
department directors and the policy coordination counselor (Matayoshi
Tatsuo), chaired by and directly supervised by the vice governor
(Yoshimoto). Such integration of prefectural departments to coordinate
work on the CCFC was necessary (Yoshimoto 2001), because of the
problem of administrative sectionalism (tatewari gyosei &V 1TEL) that
pervades also to local level.” The prefectural governments, like the central
government’s ministries, are fragmented between various departments,
linked more closely to the central agencies than to each other. In the
prefectural office, there was no precedence for such coordinated and
comprehensive policy making, and hence the new arrangements were met
at first with some hesitation, suspicion, and even passive opposition that
belated the policy formation on several occasions.’® For the new policy

>3 The problem of administrative sectionalism or vertical administration refers to a
situation where particular ministries based on the given authority pursue individual
policies and do not coordinate its work with other organs, thereby making the policy
often inconsistent. It refers not only to the inter-ministerial level but also to the intra-
agency, epitomized in a phrase “bureaus but no ministry.” The causes of this state are
rooted in the idea that the ministries to exhibit creativity have to be given freedom in
the policy formation and organizational self-sufficiency. With the expansion of the
administrative organs, the ministries enhanced their powers and started more firmly
adhering to their opinions on matters that run against the work and competence of other
ministries. To fight the problem of vertical administration obstructing comprehensive
judgment of policies, and adversely effecting local governments, it was agreed that an
introduction of administrative reforms and decentralization were necessary. The process
started already in 1962 with the establishment of the First Provisional Administrative
Reform Council (Dai Ichiji Rinji Gydsei Chosakai 55— K i IRFTB(FH A 2%), which
proposed strengthening the prime minister’s position as the general coordinator and
expanding the authorities of the Prime Minister Office. The administrative reform that
took place in January 2001 decreased the number of governmental organs from one
office and 22 ministries and agencies to one office and 12 ministries and agencies with
the Cabinet Office (former Prime Minister Office) substantially expanded. On
administrative sectionalism, see Muramatsu (1998: 95). On administrative reforms
under the Hashimoto Cabinet, see http://www.kantei.go.jp/jp/gyokaku/index.html;
Internet; accessed 18 July 2004.

5% The CCFC Main Text submitted on 11 November 1996 was delayed from the initial
September schedule for that reason. Fumoto (15 March 2004).
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formation added more work for the departments without increasing their
budget (at the initial stage at least), and also there were no standard
operating procedures to follow (Fumoto 15 March 2004). In hand came the
vice governor’s organizational skills, which he acquired working for the
Jichird, as well as his long-held personal ties with the prefectural office
staff, most of whom belong to the union. Thereby with time, the
prefectural agencies became more coordinated and cooperative (Fumoto 15
March 2004; Yoshimoto 2001).

By mid December, the CCFC and Base Return Project Team formulated
the first BRAP draft, which envisioned a complete return of all the bases in
three stages (2001, 2010, and 2015). The timing of returns was decided
based upon: (1) relevance of particular conversion plans to the CCFC, (2)
local requests and demands for returns, (3) the readiness of the conversion
plans being prepared by the municipalities, and (4) other local opinions and
plans regarding particular facilities (Okinawa Ken 1996b: 2). The main
argument justifying the claim for returns run along the aforementioned
lines that the military bases hampered local economic development, and
that their returns were crucial for the execution of development plans
(CCFC), and thereby improvement of the living standard and well-being of
local citizens.

The BRAP draft was discussed again with the representatives of
municipalities between 22 and 25 December 1995, and later with various
interest groups,” and influential local business group of the Okinawa
Prefecture Economic Groups Confederation (Okinawa Ken Keizai Dantai
Rengokai 7 I % %5 [ A8 A& 2%). The draft then went through the
approval process on all levels: municipalities — at the CCFC Municipalities
Liaison Council on 25 January 1996, the prefectural office — at the CCFC
Prefecture Liaison Council on the following day; and the highest
prefectural executive level — at the meeting of the governor, vice governors
and the treasurer on 28 January (Ryikyi Shimpo, 30 Jan. 1996). Governor
Ota officially presented the BRAP at the secretaries meeting of the
Okinawa U.S. Base Problems Council on 30 January, and at the coalition
parties Okinawa Base Problems Project Team (Okinawa Beigun Kichi
Mondai Purojekuto Chimu 7K HEAMEIE 7' 0 2 = 7 FF— L)
held on the same day.

Following the submission of the BRAP, the decision making process
moved on the national level where the representatives of local community

33 The powerful landowners association of Tochiren did not approve of the prefectural
policy. Ryiikii Shimpo, 12 January (evening edition), 17 January 1996.
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did not participate. BRAP, differing in this respect from all the other policy
initiatives contained in the CCFC, dealt with issues of the American
military bases, or in other words, with issues of national security that are
customarily monopolized by national governments. The decisions
concerning BRAP were made therefore by the representatives of Japanese
and American governments, which were announced in April 1996 in the
SACO Interim Report and confirmed in the SACO Final Report released in
December 1996. The decision making process on the national level
concerning BRAP and other plans included in the CCFC goes beyond the
scope of this research and will require further investigation. The factors
accounting for the plans’ formulation on the local level, and those that led
to setting the local policy initiatives on the central government’s decision
agenda that are the focus of this research are summarized below.

Conclusion

In this study, I have examined the first phase of the locally-initiated policy
making of the CCFC, arguing that it was a double coupling of streams of
politics, problems and policy, first on the local, and second, on the national
levels that led to policy formation in the prefecture, and later to setting the
first part of the CCFC — the BRAP — on the national decision agenda. On
the local level, the coupling included: (1-loc.) the ideology of local
executive leaders in the politics stream, (2-loc.) the need of returns of the
U.S. military land for economic development in the problems stream, and
(3-loc.) policy proposals generated on local initiative under new governor
in the policy stream. On the national level the coupling included: (1-nat.)
public mood shaped by the reporting on the rape of a schoolgirl by the U.S.
service members, and the ideology of the ruling party, the SDP in the
politics stream; (2-nat.) refusal of the proxy for military land lease by
Governor Ota in the problems stream; and (3-nat.) the BRAP formed by
the prefectural government in the policy stream, supported on the national
level by a policy entrepreneur in person of Prime Minister Murayama. The
process has several implications.

First, it demonstrates the importance of a double coupling of streams
(politics, problems and policy) and of opening the policy windows on both
the local and national levels due to the bounded system of local policy
making. And since the conditions enabling policy formation have to occur
first on the local level, the local government has to be in possession of a
bargaining card vis-a-vis the central government that could allow inducing
the central government to set the local policy on the national decision
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agenda. One can assume that such necessity of double coupling further
reduces the probability of locally-initiated policy.

Second, in addition to the bargaining card vis-a-vis the central government,
which in the discussed period was the refusal of the proxy by the governor
and other base-related problems, the process underscored the importance of
the ideology of the ruling party — the SDPJ/SDP that led the coalition
government at that time— in setting the local policy making on the national
decision agenda.

Third, the analysis of the local policy formation on the local level
demonstrated also that in addition to the precedence, the centrally designed
policy framework plays an important role in shaping its content because it
guarantees approval and a budget for their execution. Hence, the
implications are that the local governments are likely to form policies that
conform to the centrally-set standards rather than responding to local needs
and specificities.

Fourth, the analysis also revealed the organizational and technical
problems of local governments in preparing comprehensive local policy
making, stemming from the deeper problems of administrative
sectionalism and bounded system of local autonomy. To tackle those
problems, the vice governor restructured the prefectural office, creating the
policy making brain (CCFC and Base Return Project Team), the central
coordination body (CCFC Prefecture Liaison Council) and communication
channels with the lowest level of local governments (CCFC Municipalities
Liaison Council). In solving those problems the qualities of the local
executive leaders were crucial, such as their ideological convictions,
political will to act, and administrative skills to manage organizations.
Fifth, the process underlined also the importance of personal ties and
contacts between the main actors involved in the policy making (UERI —
governmental officials; Ota — Yoshimoto — Murayama; Yoshimoto —
prefectural office staff) on the policy process. Although the impact of that
factor is difficult to measure objectively, the actors themselves perceived
them as essential for proper communication and execution of policies
(Yoshimoto 2001; Fumoto 5 and 24 March 2004).

Finally, the CCFC, which was the first attempt by a local community at
initiating a comprehensive local planning, presents a model case of an
independent local policy making, and might be regarded as one of the first
harbinger of unbounding initiative in local policy making.
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Mariusz K. Krawczyk

A Tale of Two Monies. Open Standard Versus Competing
Standards in Electronic Money Payment Systems in Japan and
Germany

Introduction

Technological progress has been a catalyst for great changes in human
society ever since the Stone Age. From hunter-gatherer tribes, through
feudal agrarian societies, to the urbanisation of the industrial age, to the
information technology era the invention of the wheel, the construction of
high seas going ships, the steam engine, the electricity, and computing
devices each dramatically changed the route along which the human
society evolves. The increase in computational power has been one of such
spectacular milestones in the mankind evolution.

Amazing progress in information technology in recent years has
profoundly changed our means of trade and payment. Unlike traditional
ways of business, electronic commerce and finance can be performed with
the intermediation of communication networks (i.e. the Internet) and do not
require physical presence of merchants and their customers when
transactions take place. As such, electronic transactions have allowed
electronic commerce and electronic finance to reach customers with new
products and new sales methods as well as for more efficient use of the
already existing ones. But surprisingly, in spite of indeed amazing progress
in the information technology, most of electronic transactions are currently
settled by conventional means of payments (i.e. mainly credit and debit
cards as well as transfers between bank accounts). These instruments have
been designed for face-to-face real world transactions and they are by no
means ideal for electronic transactions world. They require a lot of paper
work, are costly to operate, prone to fraud (i.e. data skimming as they are
operated by reading devices directly at the sales point) and, for these
reasons, not suitable for small transactions and person-to-person transfers.
Yet in spite of their limitations the conventional money payment
instruments probably will not be successfully replaced by electronic money
in a near future. One possible explanation why electronic money has failed
to penetrate the payments market, while at the same time electronic
commerce and electronic finance seem to have been a success, is related to
the nature of money as a network commodity'. Money, including electronic

" The concept of money as a network commodity can be found already in Carl
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money, is a typical network commodity and as such, its success or failure
can be analysed through the concept of network externalities. This means
that the increased utility for network users derives from the increase of
their numbers (Katz and Shapiro, 1985; Economides, 1996; van Hove,
1999.) Like in case of telephone network, the market for electronic money
will not exist unless the number of users exceeds a critical (minimum) size
(Economides and Himmelberg, 1995.) Difficulties in reaching the critical
size of the market may explain, in my opinion, the failure of electronic
money to penetrate retail payment markets. For compatibility, efficiency,
regulatory etc reasons it is often difficult to develop a nationwide
electronic money network. Japan may constitute an example of an
economy where competing standards of electronic money (each system of
electronic money is controlled by a separate issuer and is incompatible
with other systems) create an obstacle to constructing such an efficient
network. In contrast, Germany’s open standard (with many issuers joining
a common system) seems to have been more successful in reaching a
critical size necessary for its existence. Characteristics of different business
models prevailing in both countries may help to explain different
performance of their electronic money systems”.

Looking for answers concerning the conditions for success of electronic
money in Japan, the paper compares the performance of Japan’s competing
closed systems with the performance of the open standard model adopted
in Germany. The remaining of the article is organised as follows. The
following section presents the definition and main features of electronic
money. Third section shows the performance of the Japan’s two competing
electronic money standards. Fourth section presents main features of the

Menger’s 1892 article “On the origin of money”, one of the most influential papers on
the theory of money. Menger reconstructs the emergence of money from barter
transactions to “conventional” money, emphasising the fundamental role of the medium
of exchange function of money and the fact that all other functions are only incidental
to it. In his view the general use of money allows economic agents to establish a set of
prices without the central authorities intervention. In modern terminology one could
speak of a network effect of information (Streissler 2002).

2 A specific business model developed in a post-war Japanese economy has been based
on a dense human network within a firm itself and within the group of firms. Long-term
employment and long-term relations between the core firm and subcontracting firms
result in a market fragmentation and formation of closed to outsiders business groups.
The Japanese business model favours numerous closed and competing technological
standards developed by business groups against an open standard that dominates in
European and American business models (Kawasaki 2004; Fransman 1990; Fransman
1995). The history of Japanese computer industry may be a good example of the
Japanese business model.
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GeldKarte, Germany’s open standard of electronic money system. Fifth
section attempts to provide some possible explanation why the
performance of electronic money schemes in Japan is much less
satisfactory than that of Germany’s. The final section concludes the paper.

Definition and Main Features of Electronic Money

The term electronic money is used to describe “an electronic store of
monetary value on a technical device that may be widely used for making
payments to undertakings other than the issuer without necessarily
involving bank accounts in the transaction, but acting as a prepaid bearer
instrument” (ECB, 1998). Consumer purchases the electronic value (i.e. in
a similar way as she or he would purchase traveller’s checks) and then
reduces the balances by using the device for purchases of goods and
services. This definition of electronic money covers prepaid cards (often
referred to as “electronic purses”) and prepaid computer software products
(often referred to as “digital cash”). The former, card-based products
consist of plastic cards that contain real purchasing power stored on them.
In contrast to the single-purpose prepaid cards (such as offered by
telephone or railway companies), these are intended for use as a general,
multipurpose means of payment. The latter form of electronic money
employs specialised software on a personal computer and allows for
transfers of value via telecommunication networks (i.e. the Internet). In
both types of electronic money the value stored on the processor memories
and transferred between them is represented by sets of electronic impulses.
Moreover, as we can see later, the use of simple reading-writing devices
attached to personal computers allows for the use of the card-based
electronic money not only for face-to-face but also for network
transactions.

It may be important to note that also conventional money instruments (let it
be credit or debit cards) can be used for making payments via electronic
means of communication. Here however the means of communication are
used to access a customer’s deposit account and to transfer the balances via
communication network, such as the Internet or other telecommunication
links. Conventional money electronic transactions typically require on-line
authorisation and involve the debiting of the consumer’s account after the
transaction (separate settlement for each individual transaction). In contrast,
electronic money does not require a separate confirmation that the
customer’s account is good for the transaction amount because the value is
stored on the instrument itself. No need of saying, the confirmation
(authorisation) procedures are usually costly and result in revealing
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customer’s identity (anonymity of use is one of the most important features
of cash use). Let alone the privacy concerns, conventional money
electronic payments are not often used for small purchases of goods and
services because the processing costs (including authorisation, individual
settlement procedures etc) via electronic payment instruments would
represent too high share of the transaction costs. Conversely, electronic
money may not be used for high-value transactions because of specific
risks (related mainly to the behaviour of issuing institution and security
concerns) that usually make it unlikely that the value stored on the
instrument would be big enough for such transactions’.

Arnone and Bandiera (2004) summarise the main features of electronic
money as follows. First, technical implementation of electronic money
requires specific technological equipment. For that reason transaction costs
tend to be higher compared to conventional bank notes. Second, electronic
money represents liability on the balance sheets of a private issuer as
opposed to conventional money that represents liability of a central bank.
For that reason, not being a legal tender, electronic money can exploit
network externalities to much less extent than conventional bank notes do
and heavily depends on the size of the scheme (number of users, number of
goods and services available, ease of access and so on). For the same
reason, although easily transferred between merchants and customers,
electronic money is usually not used in transactions between customers
(peer-to-peer). Finally, transactions can be easily recorded depriving
customers their anonymity"*.

Electronic Money Schemes in Japan

The early attempts to introduce electronic money in Japan took place in
late 1990s as a part of the government sponsored “Information Technology
Revolution” that aimed at revitalising the country’s sluggish economy
through promotion of IT undertakings. A few pilot electronic money
projects confined to small number of specific geographical areas (Kobe,
Yokohama and Saitama) were based on a multipurpose prepaid card
technology. Limited geographical proximity (cards could be used within
one city only), limited availability of goods and services (small number of
participating merchants), high costs of equipment (important obstacle for
small local businesses), limited number of users (the same transaction was

3 See more on the electronic money specific risks in ECB (1998) and ECB (2003).
4 Although, as we can see later, there have been also schemes, like Germany’s
GeldKarte, that allow for partial at least anonymity of transaction.
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possible by using cash without all complicated preparations etc) and so on
resulted in abandoning the projects without follow-up.

As a consequence of the failure to introduce electronic money schemes at
the turn of centuries Japan payments remained dominated by cash and
credit card transactions. Single-purpose prepaid cards constituted the only
challenge to the domination of conventional money payment systems. A
wide range of single-purpose prepaid cards has been used in Japan in last
20 years. Since the early 1980s they have been widely accepted for paying
for public telephone (however recently in decline due to widespread use of
cellular phones), railways, buses, public toll roads etc. Prepaid cards are
not subject to banking supervision but since 1989 the card issuers have to
deposit with the legal affairs bureau of the Ministry of Justice funds
equivalent to half of the unused value of issued cards. This regulation is
meant to protect the interests of cardholders. As number of prepaid card
users increased over time, also the networks of companies providing
services that could be paid for by using a single card have been also
gradually developed (originally each company had its own prepaid card
system). Most of cards are simple magnetic ones but some of the issuing
companies have introduced also more sophisticated instruments such as for
instance contact-less smart cards. In recent years, new services such as
possibility to reload a card or possibility to make deferred payments as
credit cards do have also become available.

In such an environment, after the failure of the government-sponsored
schemes, two experiments with the electronic money have developed into
commercial use since November 2001. First, JR East (East Japan Railway
Company) introduced its stored value fare card SUICA (acronym for super
urban intelligent card) equipped with contact-less chip technology. The
card, intended to replace magnetic commuting cards, allows passengers to
pass through station gates without placing the card into the automatic
wickets slots and helps to smooth the traffic on extremely congested station
gates. Apparently due to cost considerations (contact-less chip is much
more expensive to produce than a simple magnetic card) the company
opted for re-loadable instead of disposable card. The card can be reloaded
at JR East ticket vending machines with JPY 20,000 as the maximum value
that can be stored on it. Starting from the end of 2003 the use of the then
single purpose SUICA cards has been expanded to purchase of goods at JR
East operated outlets and almost at the same time the card was equipped
with credit card function (using the JR East controlled credit card company
service). The SUICA card proved to be very popular with the JR East
customers and by October 2004 there had been more than 10 million cards
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issued but the use of the card is largely limited to the Tokyo area (with very
few exceptions for limited use in Osaka and Sendai). Therefore, despite of
gradual expanding the card’s functions > SUICA remains a closed
system/single issuer multipurpose stored value card. The closed system
character greatly reduces the card’s ability to expand beyond the natural
boundaries of its issuer’s business area.

EDY (acronym for euro, dollar and yen) has been the second experiment
with electronic money payment that has been successfully implemented in
Japan. The scheme has been operated by bitWallet Inc. since November
2001. Although basically card based, EDY can be also used via mobile
phones (through the NTT DoCoMo network) and via the Internet. The card,
based on the same as SUICA contact-less technology developed by Sony,
can be used at designated merchants terminals or via the Internet using
personal computer software called Pasori. It can be reloaded at designated
merchants terminals or via the Internet using a credit card. The maximum
value that can be stored on the card is JPY 50,000. It does not allow for
cardholder-to-cardholder transfers nor, despite of its name, for any cross-
border or multi-currency transactions. Since June 2003 the EDY scheme
has been combined with All Nippon Airways mileage programme what
greatly helped to expand the card at the country’s airport network. As of
May 2005 there have been 10,2 millions cards issued (including almost 2
million mobile phone based “electronic purses”) with approximately
20,000 retail outlets accepting payments nationwide and 9,3 million
transactions per month®. Comparing to locally confined SUICA, the EDY
retail network is much more evenly spread around the country but still the
card’s closed system/single issuer character has been limiting its expansion
abilities. Apparently for security reasons the issuer bitWallet Inc. seems not
to be willing to accept new issuing partners from the outside of its own
network.

> As for instance, exchange of perks between the SUICA and the Japan Airlines mileage
programme since October 2004 as well as sharing the mobile phone technology of two
major providers (NTT DoCoMo and KDDI since July 2005). There are also plans for
expanding the SUICA operations to private railways in Tokyo and including cash card
function for major banks (Mizuho Bank, Mitsubishi Tokyo UFJ, Resona Bank etc).
More information on the SUICA is available from http://www.jreast.co.jp/suica/ (in
Japanese).

8 Designated merchants accepting the card payments include major convenience store
chains (am/pm, Popura, Lawson etc), major electric appliances store (Yodobashi
Camera, K’s Denki), McDonalds etc. In December 2005 the number of transactions
reached for the first time 100 million per year. More information on the EDY is
available from http://www.edy.jp/ (in Japanese).
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Figure 1. Single-issuer/closed system of electronic money

Both Japanese electronic money schemes represent an example of non-
compatible competing standards as they are based on a model with a single
issuing/system operating company as shown in Figure 1. The flows of
value are similar to those that take place in cash payment system involving
an issuing institution (central bank in cash payment system), intermediary
distributing the value to consumers (commercial banks in cash payment
system), and the retail system. A single issuer creates electronic value and
issues it via loading terminals or via the Internet to customers against
conventional money deposits. Customers use the value for their payments
in retail network. Then merchants can claim the value against the
electronic value they deposit with the issuer. The cycle ends with final
settlement performed by the conventional banking system.

Two features of the scheme seem to be worth mentioning. First, all
transactions take place between the single calculation centre and the card
itself. Therefore all of them are registered separately and there is no place
for anonymity of transactions at all. Second, the system’s ability to expand
is limited by the issuer’s ability to expand. At the moment the issuing
company reaches its optimal size the closed system acquires an internal
conflict; for its customers further expansion is necessary for fully utilising
network externalities while from the issuing company point of view further
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expansion is not desirable. Increasing the number of issuing companies
would be an immediate (but impossible under closed system) solution.

Electronic Money in Germany

In contrast to the Japanese non-compatible competing standards, Germany
has adopted an open standard type of electronic money scheme’. Initiated
in 1996, the GeldKarte, Germany’s electronic money scheme, has been a
joint undertaking of the entire banking industry. All four German banking
associations have supported the scheme®. While the banks issue the cards
the entire scheme is overviewed and controlled by the Central Credit
Committee (Zentraler Kreditausschuss). The basic working of the
GeldKarte system is shown in Figure 2.

Clearing & settlement institution

A
Payments

System operator

Claims data Claim

Issuing institution

A
Load Deposit

Acquiring institution

A

4 Goods & services Deposit
Consumer

Merchant

Payments

Figure 2. Multiple-issuer/open system of electronic money

" There are currently two card-based electronic money schemes in operation in
Germany; apart from the widely used GeldKarte there is also the PayCard scheme
developed by the German Railways and the Deutsche Telekom. Since the use of the
latter is marginal the paper reviews the working of the GeldKarte scheme. More
information about the PayCard scheme is available from BIS (2004).

8 That is the Association of German Cooperative Banks (Bundesverband der Deutschen
Volksbanken und Raiffeisenbanken - BVR), the Association of German Private Banks
(Bundesverband der Deutschen Banken - BdB), the Association of German Public
Sector Banks (Bundesverband Offentlicher Banken - VOB) and the German Savings
Banks Association (Deutscher Sparkassen- und Giroverband - DSGV).

45



Each card issuing institution creates and issues electronic value to its
customers. The issued electronic value is then used for payments for goods
and services. Participating merchant businesses deposit received value with
participating financial institutions and receive conventional value instead.
The resulting inter-bank payments are settled via country’s conventional
financial system. The scheme operates as an open standard and can be
joined (and left) by any issuing and retailing institution willing to follow its
regulations.

After pilot trial had been run in city of Ravensburg-Weingarten in 1996,
the German savings banks (Sparrkassen) began equipping their cash cards
with the GeldKarte chips (1997). In 1998 the majority of McDonald’s
restaurants in Germany installed the payment and loading terminals for
GeldKarte cards. Given the popularity and the size of McDonald’s
franchise it was an important milestone for expanding the card throughout
the country. In 1999 another step was taken when first public parking lots
introduced the GeldKarte payment devices. This, together with electronic
ticketing function introduced in the city of Bremen initiated in 2000 (the
card itself became a paperless ticket under the scheme), strengthened the
card’s image as a convenient mean for small cashless payments. One of
perhaps most important steps in expanding the GeldKarte network took
place in 2001 when the German Post introduced the card reading devices at
its 13,000 post offices and 6,000 stamp vending machines. In 2002 and
2003 large number of acceptance points have been established in major
cities of Hamburg, Leipzig and Munich. Since 2003, when the GeldKarte
reading devices have been introduced, the card can be also used for
transactions on the Internet. In 2005 the German association of tobacco
wholesalers and vending machine operators equipped their 120,000
tobacco vending machines with the GeldKarte compatible devices and, in
order to reach out to huge Turkish minority living in Germany, the
GeldKarte Website in Turkish language has been launched’.

There are two types of the card currently available; bank account linked
and stand-alone card. In case of the former one, the GeldKarte microchip is
fitted into a bank card and the cardholder uses a loading terminal for
transferring desired money balances from her (his) bank account into the
card (he or she must use PIN - a personal identification number). With
using the PIN it resembles a simple cash withdrawal (and as such is
possible around the country) like in Figure 3.

® More facts (including practical use guide) and data are available from
http://www.geldkarte.de/ (in German, Turkish and English).
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Figure 3. Loading transaction with the GeldKarte

Source:
http://www.geldkarte.de/ww/en/pub/rund_um_die_geldkarte en/hintergrue
nde_en/technischerablauf en.htm

After the loading has been confirmed with the loading centre, the
cardholder’s bank is notified and the cardholder’s account is debited with
loading amount and the commission fee (usually between EUR 0.08 and
0.3 — more if loading involves more banks than one). Up to EUR 200 can
be loaded into a single card. At that moment the GeldKarte itself becomes
a real electronic purse ready for purchases of goods and services.
Apparently for security reasons the system operator creates also a shadow
account tracing customer’s transactions. Bank account linked cards can be
also equipped with debit card function.

Stand-alone card (sometimes called a “white card”) is not linked with any
bank account and, in order to reload it, customer must deposit cash
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balances to a bank that supervises the particular loading terminal the
customer is using for reloading. In such a case the account debiting
operation in Figure 3 does not take place. After having been reloaded the
stand-alone card can be used exactly the same way the account-linked one
is.
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Merchant’s transaction Customer registration
registration centre » centre
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Record of payment Record of payment
transaction transaction
Merchant’s card GeldKarte

Figure 4. Payment transaction with the GeldKarte

The actual payment, as presented in Figure 4, takes place off-line. To make
a payment, the card is inserted into a terminal at a checkout point
(merchant’s terminal) or into a slot in a vending machine. At the checkout
point, the customer must confirm the amount required for transaction
payment (it is not necessary when a vending machine is used). As the
payment does not involve authorisation system (contrary to individual
settlement transactions with credit and debit cards) no PIN or signature is
required. The amount payable is automatically deducted from the balances
stored on the card’s chip and credited to the merchant’s chip that sits in the
terminal. Off-line procedures closely resemble cash payment allowing to
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keep transaction costs to minimum and to reduce the time necessary for
payment to materialize. In addition it means that the details of transactions
are stored only on the cards and only the cardholder knows what the
money has been spent on. The same procedure is possible without physical
contact between merchant and customer. Using specially designed card
readers payment can also take place via the Internet.

Comparing to conventional money electronic payment systems (i.e. credit
cards and debit cards transactions) the use of the GeldKarte has advantages
for both the buyer and the seller: the buyer can pay simply and
anonymously, and the seller has the guarantee that payment has actually
been made — as in case of conventional cash payments.

The merchant closes the day with a so-called reconciliation. During
reconciliation the merchant’s chip card generates a cumulative total from
all the transaction data that have been stored during a day. This total data
record comprises and automatically encrypts all the individual transactions.
Each total data record can be clearly identified by means of the
identification number of the merchant chip and a serial number of the
reconciliation. Using these code numbers and the serial numbers of the
individual transactions, the merchant transaction registration centre used
by the merchant's bank can later check whether transactions have not been
submitted more than once. The payment amounts are credited to the
merchant’s account after he has submitted the individual transactions and
the total data records to the merchant registration centre.

The customer transaction registration centre then charges the value of the
transactions conducted by the cardholders to the settlement accounts of the
banks that issued the cards. At the same time, payments made are deducted
from the shadow account of the individual GeldKarte used. Since
payments are not cleared individually, but only in the form of totals, it is
not possible for the banks to "pry" into customer transactions. It is very
important for anonymity of transactions.

The use of the GeldKarte costs commonly EUR 5 per year for the customer.
Reloading the card costs between EUR 0.08 and EUR 0.3 with the
consumer’s bank (using a bank different than the one managing account
involves additional commission fees). The merchant’s cost amounts to
0.3% of the transaction amount.

62 millions GeldKarte cards issued by approximately 3,500 institutions
that circulated in Germany in 2003 were used for nearly 40 million
payments at approximately 133,000 acceptance points. Approximately nine
in ten adults in Germany have been using their version of electronic money
card (each household has at least one card). On average USD 75 million
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was stored on cards. Approximately 107,000 transactions took place daily
reaching the value of more than USD 209,000 (USD 1.95 per transaction).
Electronic money transactions amounted to 8.6% of all transactions in
2004 and by far surpassed the share of credit card transactions
(approximately 5% of all transactions).'® It can be argued that the
GeldKarte network has already reached the size necessary for become a
self-feeding mechanism and allows its customers to enjoy the benefits of
its size.

What is Ddifferent about the Electronic Money Schemes in Japan and
in Germany?

The Germany’s GeldKarte electronic money is usually considered one of
the best performing among all electronic money schemes introduced to
date. On the contrary, the Japanese electronic money schemes seem to have
difficulties to reach a critical mass of customers. Both Japanese schemes
are far smaller than the Geldkarte both in terms of the number of users
(approximately 10 million each against 62 million in Germany) and the
number of merchants participating in the scheme (approximately 20,000
participating in each of Japanese schemes against more than 133,000
merchants participating in Germany).

There are a few reasons that could explain differences in performance of
both countries’ electronic money. First, and perhaps the most important one,
is the different standard adopted in both countries. The single-issuer/closed
standard system limits the size of the entire system to the processing
capacity of the issuing/operating company. Once the company reaches its
maximum size, the network cannot expand any more and loses its ability to
utilise the benefits of the network externalities. This has been the case with
the Japanese electronic money issuers. Despite of their relatively
successful implementation both systems remain confined to limited
geographical areas (SUICA) or have problems with expanding beyond the
boundaries of given business area (EDY is associated mainly with airline
and airport industries). On the contrary, the open character of the German
scheme allows for increasing the number of issuing institutions almost
indefinitely and expanding the network even beyond the national
boundaries''. And because of the character of money as a network

1% Die Bank, November 20° 2003, BIS (2004), http://www.geldkarte.de/ .

! Apart from technological potential, expanding a successful electronic money system
abroad is possible also because the European institutions face a common regulatory
framework for the electronic money supervision set by the European Parliament and
Council Directives 2000/46/EC (on the taking-up, pursuit and prudential supervision of
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commodity, the more people use a certain commodity as money the more
they tend to accept it as money. The value of money derives not from its
intrinsic value but from the confidence of those who use it as money that it
will be always accepted as a form of payment. Needless to say, the same
holds for both conventional and electronic money.

Another important difference between both countries originates from their
cards design. As shown in the preceding section, the payment with the
GeldKarte takes place off-line. The data is transferred between the
customer’s card chip and merchant’s card chip. Only later, consolidated
data is transferred in the form of day reconciliation to the operating centre.
This preserves the anonymity of transaction. On the contrary the system
adopted by the Japanese issuers allows for tracing each transaction and
does not allow for anonymity of payment (precisely as it happens in case
of credit card and debit card transactions). As anonymity of transactions is
one of the most important features of cash payments, the features of the
GeldKarte resemble closer cash than the features of Japanese electronic
money as shown in Table 1. This may be one of the reasons why the
German consumer is more likely to choose electronic money than the
Japanese consumer is.

Cash SUICA, EDY | GeldKarte
Common acceptability Yes No No
Legal tender Yes No No
Payment finality Yes No Yes
Anonymity Yes No Yes
Intermediation costs No Yes* Yes*
Instant settlement Yes No No
Verifiability Partial Yes Partial
Peer to peer Yes No No
Offline transactions Yes No Yes
Inventory Yes Yes Yes
" retailers

Table 1. Basic features of electronic money in Japan and Germany as
compared to cash

The two above factors; the closed character of the electronic money
networks chosen by the Japanese issuers and the design of payment

the business of electronic money institutions) and 2000/28/EC (regulating the taking-up
and pursuit of the business of credit institutions).
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mechanism that does not provide customers with much desired anonymity
seem to produce the most general explanation for different performance of
electronic money systems in both countries. There are however also some
country-specific factors behind the difficulties the electronic money
schemes face in Japan.

First, the Japanese electronic money schemes appeared on the market
relatively late comparing to Germany’s. The GeldKarte was introduced in
1996-1997 and soon after that time the Japanese government promoted the
later failed electronic money schemes in Kobe, Yokohama and Saitama.
The Japanese needed another four years to return with new systems that
were better fit for the needs of the Japanese economy. These years
provided credit card companies with invaluable time to establish their
dominating position in the market for electronic payments. By the end of
March 2001 (half a year before SUICA and EDY made their debut on the
market) there had already been 232 million credit cards circulating in Japan
(almost two per one person) and the value of payments made by credit
cards amounted to 23 trillion yen (almost 200 billion US dollars, BIS,
2003). Competing with world-wide networks of VISA and MASTER cards
the electronic money issuers can hardly offer their customers new quality
of service while imposing at the same time a burden on participating
retailers (costs of hardware, staff training etc). On the contrary, the
GeldKarte has already surpassed credit cards as a mean of payments.
Second, one should not neglect the influence that the overall condition of
the Japanese financial sector has had on development of technological
innovations in the country’s financial industry. Most of the country’s
financial institutions have been still suffering from the outbreak of the
banking crisis. The Japanese banks, unable to raise their profit margins
from their main lending activities (i.e. lending to corporate customers) and
suffering from the fall-out from the non-performing loan crisis are not able
to invest seriously in the technological progress. For that reason they have
no choice but to charge their customers with the costs of introducing new
technologies. Therefore, as it often happens in Japanese consumer-business
relations, it is customers and small retailers that are charged with not only
banks’ commissions but also with costs of purchasing terminals,
connecting lines etc. It has been by no means an accident that it is non-
financial firms that develop many new financial products and services in
Japan. On-line banking business has been vigorously promoted by an
electronics producing company, retail round-the-clock banking services
have been revolutionised by a major supermarket chain, electronic money
system has been developed by a major railway company and so on. On the
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contrary, the Germany’s electronic money has been more or less supported
by country’s entire banking industry. One can only hope that after the
current restructuring in Japanese banking industry ends, the banks will be
able to invest in financial innovations again.

Third, Japanese public has in general a very strong preference for cash
rather than other forms of payment. Compared to other countries cash is
used extensively in Japan. The ratio of cash to nominal GDP (14.4% at the
of 2001) is the highest among the industrial nations. Bank of Japan (2002)
offers a few reasons that may explain this phenomenon. First, cash has
been traditionally playing a significant role in the life habits of ordinary
Japanese. For instance cash gifts in clean (i.e. unused) notes that are
traditionally presented at predetermined occasions increase the role cash
plays in the society. Second, as Japan has a relatively low crime rate,
carrying cash does not pose any serious risk. Third, due to well-developed
nationwide network of ATMs'?, cash is easily and cheaply accessible.
Banks, competing with nationwide postal savings network usually do not
charge fees for cash withdrawals from their own ATM while the charge for
withdrawals via other bank’s ATM carries a small fee unrelated to the
amount of cash withdrawn. Fourth, as anti-counterfeiting measures seem to
have been effective and inflation rate has been very low (in fact it was
negative for most of the last decade) the Japanese public continues to have
a lot of confidence in nation’s cash. Finally, although not often officially
voiced, there is also an argument that the miserable condition of the
country’s banking industry resulted in distrust towards financial institutions
and made individuals to flee into cash away from banking deposits"”.
Needless to say, the dominating position of cash in settlement of every day
transactions does not make it easy for other forms of payment (including
electronic money) to develop. It must be a lot easier to offer new forms of
payment in a society without such a strong cash preference.

Conclusions

Adopting closed competing standards for finding optimal solutions to
technological and economic problems seems to have a long tradition in the
Japanese business community. The winner in such a competition would

'2 The country has almost twice as many ATM per 1 million inhabitants as the US or

Germany. And since 1999 most of financial institutions have linked their ATMs with the

Post Office ATM system that covers the entire country with its almost 26,000 ATM

network (Krawczyk, 2006).

" The relation of cash to banking deposits increased by nearly one-third during the
| 1990s (Krawczyk, 2006).
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next establish a nation wide standard while the loser would descent into
obscurity '*. Although this approach seemed to have worked well in
developing new technologies, adopting a similar policy for establishing an
electronic money system does not seem to have worked equally well.
Comparing to the Germany’s open standard electronic money scheme, the
Japanese competing systems performance is rather far from being
satisfactory. Let aside factors specific to the Japanese economy as
consumers’ preference for cash, poor state of the country’s financial
industry after the collapse of the asset inflated bubble economy or
dominating position of credit card companies in the market for electronic
payments, one possible explanation is that closed competing standards
approach is rather not working well in case of money market because it
does not allow for utilising the character of money as a network
commodity. On the contrary, adopting open standard for electronic money
and choosing winners within the standard allows for reaching benefits of
network externalities.

Another question is what is necessary for the electronic money to succeed
in Japan. Aside from adopting an open standard for electronic money
market like Germany has done, Japan needs also a sound regulatory
framework similar to the Directive 2000/46/EC that regulates the
electronic money market activities in the European Union. Finally,
involvement of central institutions coordinating the electronic money
scheme (e.g. Japanese Bankers Association) might be necessary in light of
fierce competition the electronic money faces from credit card companies.
The Germany’s Central Credit Committee has supervised the GeldKarte
project from the very beginning with very good results. Without such an
involvement of central authorities chances for the electronic money to
succeed in Japan may not be good.
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HiE L TWDEEBEZXTZT-HTh S,

A= XV ik SN 2aEEmE, AAREFRE 7TMT7, 324
FEE, R—F  NEBFA TH T4, 415%FELR-72, LLTFIL.
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PERNZER > TV, £ 2 CIERERENEZ > TS Z & %
BT 5,

KARBEITFORA T U 7 M¥
MHE: TP NREEEIT-ND DI RAL, JH LW /AR,

K : Sh/
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Ania:

Gosia: te dzieciaki z miasta, kojarza, to sa bardziej rozwydrzone, tak jest, to
Ania: mhm,”

Gosia: nie,ze tylko gadanie, ale to widaé, bardziej takie ztosliwe.

Ania:

Gosia: A mimo wszystko te dzieci jeszcze ze wsi sa takie spokojniejsze,,”
Ania: A nie boisz sig¢ takiej
Gosia: ee, bardziej jakby shuchaja, boja sie jeszcze, nie.,”

ZOBITHE 0D X DI, AARBRFECIER—T v FEERFHIZH~,
PPUTKYIGND —DOFEGFENELS . £, GFEOREFOHLRDY
Z)l/ — T REBREEIZHERTE Y, [FIRFRE (7442 04 TEH1 4
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& TENOLDA vE—U L, D220, B0
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BEEEZXS', b, MEFORFEL., FLENFELERT S
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Agata:
Marzena: w ogdle no ci ludzie byli tacy otwarci, tacy, tacy kochani, no tacy, wiesz,
Agata: Ale daj spokéj! ~ Wiesz co,/ na przyktad w ..Potop” to tam nie

Marzena: zupehie bezproblemowi,/” oni to, shuchaj, caty czas by nami sie zajmowali.

THE
~ VxS R MESSTTIWNWA =T TWWAET, 29, 29, HnHTL X,
THE JLiR ! Hoda, Bz [HK(Potop)) 72 A TARITIE: -

V2T I OTHNRTLLTE, D, HVTE, Fo bREOHAEL T
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<A 2 : REERR>

ARG R DFEEE & 72 D HEE T, At D SUIRE S 72 SEE R Bl E|
EREOLD, 0] 25Ty Twiee (Z005) | Ti (Fh
T) | Twkoncu (f) | EEnd D,

Bl) EEAR S (R—7 » REEREE 54)
Ania: zawsze jest, wiesz...,/ fajniej.,/” (2.0) No bo, co fajnie jest mie¢ prawo jazdy.
Gosia:

T=% 0ob Rxe vk, S EoTS, HiFFF-oTHE VN,
Ty

<A 3 TEWmERM >
FELTFOERSCENE I, BB HEZICET 5 W a4
% 35l

Bl BEA 1 (ARG 1 4)

M : z—o )/
WA :CEL, EXFEARBELE#KESZHVHESEST,
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FELTFoOER, BRSNS 2RI 5 %68

i) EEARE (R—F 2 FELFHEE 5#)

Alicja: mhm
Klaudia: O! Chetmonskiego lubie. Te sa bardzo realistyczne. ~ Pamietasz ten obraz?

TIYALT Sh/S
27797 47 : &, Chelmonski & 0 ifF& 72, T2 BEEMNT, / HOBREZTDH?

<AL ¢ K [FIEER >

MEOHE - FEBEEZROLFEFCT, ~TLxrH>?] I~Fkh
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FELFOREEROSVIER, T4 77— DM, i) THx
o &) Twiesz] Inie wiem]) %, JRFOMEME D AL CHMIZEEH] &
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Do/ X & U THEH S 555,

B) EEH 5 (AARESRE 5 H)
LBY : LWL T/ i/ R/ FORFLEDLET? A
ExZ e filye/

<B2 ;AR - AEEI >
HTOFREEEL T D, W L7 &\ ) BRER O,
Bl) YERE 7 (K7 o IR 7 )

Teresa: no”
Maria: nie chodzi nawet o to, o te kase i o te prace, ze mam,/ ale chodzi o to, ze,

T ol
U7 BUTES, BERLE D LMERRE D LInE-oTOHA LR T/ EWVnicn

<B 3 : K - B[RRI >

HFEOER « B - BEIERICR L TH& - BRIT2 2 & 2RKHT
%3,

f) EEH 2 (HARGERFE 2 fi)

¥9 . TIXIXEIXIZIZEDS

2B HBANL—=V T LTCHAEAIRERD K, RRADHO O

<B 7 : [&IEFRHA>
FATE D SEAT IR It S U798\ Vs 2 KB A 3855, BllE -
L s X« EOVE O oRTEE], RN Enb b,

«

Bl) BRI 3 (RN—F > NEEREEF 3#)

Kinga: wszystko to razem wziete ” jest dla niego,” jedna wielka gtupota wojsko,
Dorota:  hyhyhyhyhy hahaha,”

XU B, BIZE o TUL—DDORER [(NHRT L] oA K, EE-TE,
=T JONONONONO) BN ES
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FRHGOBMENE LWV E 9 D E iR 5 3856,
Bl) BER 2 (R—F > FEEEFEE 2 #)

Basia: w ten czwartek zrobimy sesje.” Wiec wystatam... Nie, ten,

Jola: mhm,” Ten, co byt teraz?
N ¥ TORBAICESRTIOR, ok e /&>, EH, SED
ERZ - NS ZOBWIED? )/

UEDXolz, FX4— %G (U\TA%EDEEW/S\) il # — o FEEh
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FOBRMNE D) T2 EDFERIFIC LD . RERILZ R % R

64



L7, B ETHBARMEOSHERIL, BARBERFHEA—F R
FEREEDO LD — DD — A AL T 4 IZHE /R, L LR
5. K= FANRRFETED LI BREiiE2 LT\ D hE HAGE
el U Tt LT E B IR B2 & < BTV LR, #iFE 238
ERAYA) *ﬁ‘[’i%b‘ HAGE % %ggﬁ”éj‘ Z v RiEREEGEEICE -5 C
HOCORFEAZANENET HEoMT LR, £z, K—F 2 F

WCHARGEZ A DBETOMNZ &> Tk, MICEBE L CREEE %
ITZRXEWDHERAETHEMELE R DD TIE WD ERHLL TN D,
AT, MEFOSHETHO B, FTIEXEHENRICOEEIZD
WTCORPIT LTz, KENE, ZOREIZOWTEFELLIBRD TET
Hb,

65



£2—1 [EXBXFORERERNIER]
81 B2 B3 B4 A5 B6 H7 CH
X Y X Y X Y X Y X Y X Y X Y

A | L ALK 1 2 3 1 1 8
2. EEFR 23| 20| 18 10 13| 20| 10 10 9 8| 23 3 71 23 197
3. TR 179 | 137 | 111 88 74 | 210 | 153 | 118 | 100 | 100 | 152 | 100 46 | 218 | 1786
4. B EEERY 109 48 48 68 62 90 97 50 75 94 78 59 85 62 | 1025
5. IR REEK 36| 29| 78| 26| 42 4| 37| 62| 75| 22| 57| 33| 16| 22 539
6. MK 3 4 26 5 26 3 7 33 17 18 6 47 10 205
7. R RIERPIEER 3 5 4 16 2 9 2 3 1 4 3 52
8. JLFAT & ZOKR 6 1 7
9. HUMAT %k 1 6 3 4 1 15
10. FERR 4 1 9 7| 13 9 3 7 4 4 3 4| 14 6 88
11. 745—% 25 10| 22 14| 22| 28| 12| 20| 18| 20| 21 14| 13| 20 259
12. UR LG 6 8| 22 7| 12 11 2 7 9| 13 14| 17 3 5 136
13. H NI 4 1 5 21 11 4 9 13 12 10 6 2 11 9 118
14. FRVVEIE R 8 2 10 4 3 8 9 1 6 3 4 4 62
15. SVVELER 0
16. SVWEL-FTIE 4 1 2 2 1 1 2 1 1 15
17. REEFEIEE 3 4 3 5 2 15 6 1 4 2 3 1 4 4 57
A/NEE 405 | 275 | 360 | 256 | 295 | 399 | 355 | 345 | 328 | 274 | 390 | 243 | 255 | 389 | 4569

® 68% | 53% | 71% | 55% | 53% | 70% | 74% | 56% | 65% | 57% | 73% | 48% | 50% | 82%

@) 60,93% 63,11% 61,69% 63,93% 60,99% 60,69% 65,58%

© 62,38%
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1. 2L 5 7 6| 11| 31 10 41 16 4 8 3 1 106
2. HfE-meER 83 85 40 77 | 126 67 36 64 57 94 43 | 138 | 153 29 | 1092
3. k- BRIV 22| 63| 36| 59| 13| 28| 32| 8 | 60| 53| 40| 48| 23| 32 589
4. FFILRE L 1 1
5. gL 3 19 13 1 14 14 6 3 12 4 2 2 2 95
6. S ER TR 1 1 2 1 1 2 1 2 11
7. EERA 43| 70| 15| 22| 30| 30| 15| 54| 28| 18| 35| 61| 28 8 457
8. JEAERMN 20 3 1 4 16 1 8 17 2 3 3 3 8 2 91
9. 9LWL 1 2 1 2 2 8
10. FERR 11 5| 15| 15| 28 3 6| 11 8 2| 14 1 17 3 139
11. <YL 1 1 4 5 1 1 13
12. 747—% 2 2 1 1 1 1 8
13. BV I 3 1 4 2 1 4 5 4 6 1 31
14. J5HY 1 1 1 7 4 5 31 12 1 2 1 38
15. #TIE 1 1 2
16. H N3RS 6 2 1 2 1 1 2 3 2 5 1 4 4 34
17. fb 78 FEh 1 10 5 3 2 1 7 5 1 4 1 40
B/t 195 | 241 | 147 | 213 | 264 | 167 | 123 | 272 | 177 | 208 | 145 | 265 | 251 87 | 2755

©) 33% | 47% | 29% | 45% | 47% | 30% | 26% | 44% | 35% | 43% | 27% | 52% | 50% | 18%

@ 39,07% 36,89% 38,31% 36,07% 39,01% 39,31% 34,42%

© 37,62%
A5 (A+B) 600 | 516 | 507 | 469 | 559 | 566 | 478 | 617 | 505 | 482 | 535 | 508 | 506 | 476 | 7324
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#2—2 [F—-F v FEREORFEREINSEER]

7R1 R2 7R3 R4 7R5 "6 R7 &5t
X Y X Y X Y X Y X Y X Y X Y
1. FEHZK 4 1 2 3 1 1 4 1 3 4 24
2. REEET 19 14f 11 16 17 3 5 10 7720 8 71 27 173
3. TR 56| 94| 175 98| 206| 39| 85| 139 58| 157 94| 41| 41| 15 1298
4. B RS R 97| 112 61| 66| 123 44 59/ 97| 88 90| 100/ 83| 178 167 1365
5. k- [FEER 10 12 71 27 6 2 1 7 5 71 16 5 2/ 29 136
6. THHER 5 7 1 6 6 4 7 1 25 2 8 13 1 1 87
7. R R PIER 17 2 1 1 2 2 1 6 4 2 4 2 44
8. AT A ER 2 1 2 6 6 17
9. HUMIT A 2R 1 2 2 1 2 1 1 10 1 21
10. #E# 2 3 2 2 1 5 1l 19 4 1 5[ 13 58
11. 747—% 9 7 3| 16| 18 9 4 14| 11| 15 7| 10 2/ 21 146
12. UR AR 10 1 1 1 2 17
13. BN 1 4 3 1 4 1 5 3 2 30
14. B VERIFR A 1 3 4 2 7 2 2 5 2 4 2 35
15. EWVELER 1 1 2
16. SWVEL-FTIE 2 1 1 1 2 7
17. RIEFEHEE 5 3 8 4 1 1 5 5 2 7 9] 13 3| 42 108
AN 222| 258| 290| 247| 393| 106| 182 289| 239 320| 256/ 183| 272| 311 3568
©) 76% 87%| 86% 72%| 96%| 77%| 72%| 87%| 67% 84% 87% 66% 80% 86%
®) 81,36 78,74 91,56 80,38 75,75 76,61 83,17
% % % % % % %
@ 80,82%
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1. 2L o|
2. B -SR] 42| 17 9| 54 4 71 37 5/ 70| 16| 13| 38 34| 13 359|
3. gk A R 17 19 3 8 7 4] 14| 10 4/ 19 16| 28] 10| 15 174
4. FEHRER 3 1 1 2 4 11
5. TR 2 4 1 1 4 3 7 3 25
6. SR E /RS 1 1 1 1 4
7. R 10 2] 25/ 20 2 9] 10| 19| 12| 16 5/ 21 10 8 169]
8. JkAHZ 1 6 3 2 8 1 1 2 24
9. 9BLIHL Y|
10. fifgs? 1 1 2 2 2 2 6 1 3 2 4 26|
11. <ViL 1 2 2 5
12. 747—% 1 1
13. VX - S 3 1 3 1 3 1 2 14
14. e 1 2 1 6 2 4 1 1 7 1 26|
15. 7T1E 2 2
16. H %G 1 1
17. b HEs 2 2 2 |
B/MEt 71| 39| 471 98 15 31| 70 45| 116| 63| 38| 96| 69 49 847

@® 24%| 13%| 14%| 28%| 4% 23%| 28%| 13%| 33%| 16%| 13% 34%| 20% 14%

) 18,64 21,26 8,44% 19,62 24,25 23,39 16,83
% % % % % %

@ 19,18%
&5t (A+B) 293| 297| 337| 345| 408| 137| 252| 334| 355| 383| 294| 279| 341| 360 4415
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STRESZCZENIA/ SUMMARIES / %4

Beata Bochorodycz

Policy Initiatives in Japanese Local Administration:
Initiation of the Okinawa Prefecture’s Cosmopolitan City Formation
Concept

This study attempts to illuminate the policy process of the Cosmopolitan
City Formation Concept (CCFC; Kokusai toshi keisei koso), a set of long-
term socio-economic policies that the local government of the Okinawa
prefecture created entirely on its own initiative and submitted to the central
government between January 1996 and November 1997. To illuminate the
CCFC policy process, which analysis has been neglected so far, this study
seeks answers two questions, first, the conditions enabling independent
local policy making, and second, factors accounting for setting the first
part of the CCFC, the Base Return Action Program (BRAP; Kichi henkan
akushon puroguramu) on the national government’s decision agenda.
Using the revised model of the multiple streams proposed by John
Kingdon, I argue that the CCFC was brought about by a consecutive
coupling of three streams of politics, problems and policy, first on the local
level, and then on the national level.

In sum, the analysis demonstrates that the conditions enabling locally-
initiated policy on the local level and its further setting on the national
decision agenda include: (1) a double coupling of streams of politics,
problems and policy on both the local and national levels, due to the highly
centralized system of local policy making in Japan, under which the
execution of the locally-initiated policies depend on financial, legal and
administrative support of the central government; (2) possession of “a
bargaining card” by the local government which can be used vis-a-vis the
central government to induce response to local demands; and (3)
simultaneous interplay of all three factors in the streams of politics,
problems and policy, attended in addition by political entrepreneurs both
local and national respectively willing to push with a policy initiative.

The study concludes by stating that the CCFC presents a model case of an
independent local policy making, and might be regarded as one of the first
harbinger of unbounding initiative in local policy making.
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Mariusz K. Krawczyk

A tale of Two Monies.
Open Standard Versus Competing Standards in Electronic Money
Payment Systems in Japan and Germany

The business model developed in the post-war Japanese economy predicts
creating a number of closed to outsiders business groups that compete with
each other. One of the consequences of the business model is the Japanese
companies tendency to adopt a competing standard approach when
searching for optimal solutions to technological or economic problems.
Competition between Sony and JVC in the area of the video format may be
one example of this process. Not surprisingly, the Japanese have opted for
a similar approach when developing their electronic money payment
systems. However, although the competing standard approach may work
efficiently in choosing the best technology it does not seem to perform well
if applied to electronic money market. It happens because it fails to capture
the positive effects of network character of the electronic money. Money
(including electronic money) is a typical network commodity and as such it
has a very strong positive network externality. That means, the more
widely used the commodity is the greater are the benefits its users acquire.
The Japanese electronic money schemes have been developed and
maintained by single issuing companies and, as such, once the issuing firm
reaches its optimal size the entire scheme looses its incentives for
expansion despite of the fact that it would benefit its customers if it
expanded expanded further. Let aside the country-specific factors behind
the cash preference in Japan it is a main reason why the electronic money
schemes perform much less satisfactory than it could be expected
otherwise.

The European business model is based on open standard approach and
many competing firms that operate within the standard rather than closed
competing standards as it happens in Japan. This may be attributed either
to the business tradition of European firms or to standardisation efforts
undertaking by the European Union or both. The Germany’s electronic
money payment system seems to confirm that, although unable to replace
conventional money altogether, the electronic money payment system
based on the open standard approach can successfully find a market niche
for small payments and can compete with some conventional money
payment systems such as credit cards. It has been possible because
Germany’s open standard of electronic money fully utilises the positive
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network externality of money. German and European authorities provided
also sound legislative framework allowing for efficient regulation and
expanding of the system. Without such an intervention of central
authorities, creating an efficient and sound electronic money system in
Japan may prove to be very difficult.

Kyoko Nakanishi

Contrastive Analysis of Hearer’s Behavior in Japanese and Polish
Conversation

The studies on Japanese language reveal that in Japanese dialogue the role
of a hearer is very important for smooth proggress of the conversation.
Hence, it is important to adjust the guidance in teaching Japanese
conversation not only to the speaker but also to the hearer’s skills. In this
paper I present a comparative analysis of the differences between the
conversations of native speakers of Japanese and Polish using the natural
speech data.
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