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Study of Japan’s Regional Economic Outlook
Abstract

This regional economic outlook estimates the real growth rates for the 12 areas of
the Regional Bureaus of Postal Services from fiscal 2002 to fiscal 2004. Regional
growth rates are in accordance with the national growth rate which we estimated in
“Study of Japan’s Medium-term Economic Outlook”. The most recent prefectural
account data are for fiscal 1999, and so we estimated the figures for fiscal 2000 to

2001. An overview of the economic outlook for each area follows:

1. Hokkaido

The food industry accounts for a high proportion of total production. Plant and
equipment investment is likely to be weak in fiscal 2002. Residential investment is
likely to recover in fiscal 2002. Public capital formation, which makes up a
substantial proportion of demand in this region, continues to fall. Especially in fiscal
2003, a drop in public construction will push down the growth rate of this area. The
regional growth rate will be +0.8% in fiscal 2002, -0.6% in fiscal 2003 and +0.3% in
fiscal 2004, underperforming the national growth rate in and after 2003.

2. Tohoku

The electric machinery industry accounts for a high proportion of total production.
Plant and equipment investment is likely to be weak in fiscal 2002 because demand
for information machinery remains sluggish. Public capital formation, which
occupies the substantial weight of demand in this area, continues to fall. Especially
in fiscal 2003, a drop in public construction will push down the growth rate of this
area. The regional growth rate will be 0.0% in fiscal 2002, -0.4% in fiscal 2003 and
+1.6% in fiscal 2004, underperforming the national growth rate.

3. Kanto

The electric machinery and chemical industries account for a high proportion of total
production. Plant and equipment investment is likely to be negative in fiscal 2002.
This region is less dependent on public capital formation, and the effect of a drop in
public construction in fiscal 2003 will be limited. Private consumption and
government consumption will support the growth rate. The regional growth rate will
be —1.3% 1n fiscal 2002, +2.7% in fiscal 2003 and +1.1% in fiscal 2004, outperforming
the national growth rate in and after 2003.



4. Tokyo

Residential investment is likely to increase in fiscal 2002 because construction
continues to start near the center of Tokyo. Private capital formation will be vigorous,
compared with other regions because the real estate industry continues to invest in
commercial building in Tokyo. The regional growth rate will be +2.2% in fiscal 2002,
+0.3% in fiscal 2003 and +0.3 in fiscal 2004.

5. Shinetsu

The electric machinery industry accounts for a high proportion of total production.
Plant and equipment investment is likely to be weak in fiscal 2002 because demand
for information machinery remains sluggish. Public capital formation, which makes
up a substantial proportion of demand in this area, continues to fall. Especially in
fiscal 2003, a drop in public construction will push down the growth rate of this area.
The regional growth rate will be +0.5% in fiscal 2002, +0.6% in fiscal 2003 and +1.3%
in fiscal 2004, roughly the same as the national growth rate.

6. Hokuriku

Residential investment will decline in fiscal 2002 and again in 2003. In fiscal 2003, a
drop in public construction will push down the growth rate of this area. The regional
growth rate will be +0.3% in fiscal 2002, +1.5% in fiscal 2003 and +0.7% in fiscal
2004, roughly the same as the national growth rate.

7. Tokai

The automobile industry accounts for a high proportion of total production. Plant
and equipment investment is likely to be negative in fiscal 2002, despite investment
in the auto industry. This region can export autos and parts. This region is less
dependent on public capital formation, and the effect of a drop in public construction
in fiscal 2003 will be limited. The regional growth rate will be +1.1% in fiscal 2002,
+2.0% 1in fiscal 2003 and +0.2% in fiscal 2004, outperforming the national growth
rate.

8. Kinki

The general machinery and electric machinery industries account for approximately
equal shares of total production. Compared with other regions, the effect of weak
demand for information machinery is limited. Plant and equipment investment is
likely to be almost flat in fiscal 2002 because the profits of small and medium-sized



firms are decreasing. The regional growth rate will be +0.2% in fiscal 2002, +1.6% in
fiscal 2003 and +0.2% in fiscal 2004, roughly the same as the national growth rate.

9. Chugoku

The chemical and steel industries account for a high proportion of total production.
Plant and equipment investment is likely to decrease in fiscal 2002 because these
industries are reducing production capacity. The size of residential investment is as
large as those of large cities, although residential construction will increase in fiscal
2003 and 2004. Public capital formation, which makes up a substantial proportion of
demand in this area, continues to be reduced. Especially in fiscal 2003, a drop in
public construction will push down the growth rate of this area. The regional growth
rate will be —0.4% 1n fiscal 2002, +1.1% 1in fiscal 2003 and —0.2% in fiscal 2004,

underperforming the national growth rate.

10. Shikoku

The paper and pulp industry and chemical industry account for a high proportion of
total production. Plant and equipment investment is likely to decrease in fiscal 2002
because firms in these industries are restructuring their producing facilities. Public
capital formation, which makes up a substantial amount of demand in this area,
continues to fall. Especially in fiscal 2003, a drop in public construction will push
down the growth rate of this area. The regional growth rate will be —1.4% in fiscal
2002, +0.9% 1in fiscal 2003 and +0.8% in fiscal 2004, underperforming the national
growth rate.

11. Kyushu

The food and electric machinery industries account for a high proportion of total
production. Plant and equipment investment is likely to be negative in fiscal 2002.
Residential investment will be negative in fiscal 2002, however, it will recover in and
after fiscal 2003. Public capital formation, which occupies the substantial weight of
demand in this area, continues to fall. Especially in fiscal 2003, a drop in public
construction will push down the growth rate of this area. The regional growth rate
will be 0.0% in fiscal 2002, +1.0% in fiscal 2003 and +0.7% 1in fiscal 2004, roughly the

same as the national growth rate.

12. Okinawa
Service industries such as tourism account for a large proportion of the regional

economy. In the manufacturing sector, the food industry and oil refining industry



make up large shares. Both plant and equipment investment and residential
investment are likely to decrease in fiscal 2002. Public capital formation, which
constitutes a substantial proportion in this area, continues to fall. Especially in fiscal
2003, a drop in public construction will push down the growth rate of this area. The
regional growth rate will be —1.9% in fiscal 2002, -0.2% in fiscal 2003 and +1.5% in
fiscal 2004, underperforming the national growth rate.

Real growth rate forecasts by region

FY 2002 2003 2004
Japan 0.8% 1.3% 0.6%
Hokkaido| 0.8% -0.6% 0.3%
Tohoku 0.0% -0.4% 1.6%
Kanto -1.3% 2.7% 1.1%
Tokyo 22% 0.3% 0.3%
Shinetsu 0.5% 0.6% 1.3%
Hokuriku| 0.3% 1.5% 0.7%
Tokai 1.1% 2.0% 0.2%
Kinki 0.2% 1.6% 0.2%
Chugoku | -0.4% 1.1% -0.2%
Shikoku -1.4%  0.9% 0.8%
Kyushu 0.0% 1.0% 0.7%
Okinawa | -1.9% -0.2% 1.5%
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