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Amidst the continuing recession under the prevailing deflationary pressures, it is important for
the Japanese economy to tackle the slump in consumption. We believe that the background factors
behind declining consumption are the mainly three problems that are: (1) Declining consumer
expectations and growing risks, (2) problems in balance sheet of households, and (3) shortage of
goods and services that really satisfy consumer. In this investigation, we have focused on the third
factor (3), that has not attracted much attention in the past.

Based on the data gleaned from annual report on the family income and expenditure survey and
annual report on the consumer price index, we have analyzed and examined consumer spending by
dividing it into two categories. On the one hand, we have defined basic consumption as the
minimum necessary for a reasonable lifestyle fit for human beings. On the other hand, we have
identified selective consumption as an important factor for enriching our lives or for fulfilling our
own values. This analysis has led us to the following insights.

(1) In analyzing consumer spending, it is important to make the distinction between basic
consumption and selective consumption. It has also been recognized that the movement in
selective consumption have a much stronger relationship with the aggregate consumption than
the movement in basic consumption.

(2) Analysis of the way in which, and the extent to which, basic consumption is substituted when
selective consumption increases, has shown that substitution does not occur in the short term
and that it does not occur completely in the long term either.

(3) This leads to the conclusion that overall consumption will increase as selective consumption
increases.

(4) The availability of innovative goods and services that meet consumer needs and wants will not
only increase the demand for these particular goods and services but also raise aggregate
demand on a macroeconomic scale.

When a certain company offers some revolutionary goods or services that meet consumer
demands, it therefore follows that their supply is not only good for the company concerned but has
far wider implications in terms of its potential positive impact on the macro-economy as a whole.
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INT A= HEFHRE R

EAE L.
(BFT13) (R2adj=0.588506, D.W 2.236563)
Variable Coefficient Std. Error t-Statistic Prob.
C 92.52795 8.744589 10.58117 0
RYDH 0.235188 0.035376 6.648299 0
P2/P1 -48.41581 13.48222 -3.59109 0.0006
Q2 -8.218983 1.74243 -4.71697 0
Q3 -6.197751 1.172821 —5.28448 0
Q4 -17.40004 3.59222 —-4.84381 0
(IKT#3) (R2adj=0.782898, D.W =2.353682)
Variable Coefficient Std. Error t-Statistic Prob.
C 44.7122 2.444905 18.28791 0
RYDL 0.211378 0.026397 8.007645 0
P2/P1 —22.32931 3.536996 -6.31307 0
Q2 -1.364889 0.32056 —-4.25783 0.0001
Q3 -2.690516 0.400662 -6.71518 0
Q4 -2.195572 0.754324 -2.91065 0.0047
ek 2.
(A1) (R2adj=0.66125, D.W =2.016556)
Variable Coefficient Std. Error t-Statistic Prob.
C 77.74958 8.666444 8.971336 0
RYDH 0.131481 0.04036 3.257719 0.0017
P2/P1 -48.35598 12.23263 -3.95303 0.0002
CIH 0.563874 0.133038 4238457 0.0001
Q2 —3.524224 1.930351 -1.82569 0.0717
Q3 —4.766406 1.116419 -4.26937 0.0001
Q4 -11.21632 3.570914 -3.14102 0.0024
(IKAT1%)  (R2adj=0.794276, D.W=2.212897)
Variable Coefficient Std. Error t-Statistic Prob.
C 44.62365 2.380281 18.74722 0
RYDL 0.143426 0.03899 3.678489 0.0004
P2/P1 —24.64282 3.584897 -6.87407 0
CIL 0.255873 0.110423 2.317199 0.0231
Q2 -0.743181 0.411532 -1.80589 0.0748
Q3 -2.390196 0.410991 -5.81569 0
Q4 -1.084216 0.877046 -1.23621 0.2201
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HL. DW L 218250 ie, EELEEITIWVTALHEIC

BIRKETH ST,



68 Economic Review 2003.4

<3 >HEMNTOEIFOREE

OLS THALIEETOEEN T (1) THD, ] EWVIIREGREZFEHTX o7, LER-TI (1)
ThorEHRLZRER LI E, 20EEN [T (D) ThHD, ) &0 I RG22 FTH T T hiEAe
NI OEIFTH Y, b LIEATE UL Z oEUFITIEFSEMR (BN EREHRICRD) &725,

ASLTHEAL7Z< 2 >0 212 XD FEEIC OV THMRREZIT o 72,

FT. BT EE O%A BIC REIZL-TI7 7ok ESIEEr, 20 L&D ADFtest OFERIFLL T O K
I ThH D,

ADF Test Statistic -9.076243 1% Critical Value -4.07
5% Critical Value -3.4632
10% Critical Value -3.1578

*MacKinnon critical values for rejection of hypothesis of a unit root.

Augmented Dickey—Fuller Test Equation
Dependent Variable: D(ZC2HJ)

Method: Least Squares

Date: 12/03/02 Time: 17:11

Sample(adjusted): 1981:2 2002:1

Included observations: 84 after adjusting endpoints

Variable Coefficient Std. Error t—Statistic Prob.

ZC2HJ(-1) -1.030115 0.113496 -9.07624 0
C —0.082461 0.565806 -0.14574 0.8845
@TREND(1981:1) 0.001979 0.011574 0.171023 0.8646
R-squared 0.50457 Mean dependent v —0.05447
Adjusted R—squared 0.492338 S.D. dependent va 3.604004
S.E. of regression 2.567868  Akaike info criteric 4.75909
Sum squared resid 534.1096 Schwarz criterion 4.845905
Log likelihood -196.8818 F-statistic 41.24725
Durbin—Watson stat 1.939884  Prob(F-statistic) 0

fEf  ADF #Et&E  —9.07< CriticalValue —4.07&L720 1%K¥ET FRZENT (1) Th D, | ILFEAH
T&E7,
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72, KEAMEEOBRET FVOESIEBICIZL A E 3, £D L&D ADFtest DFEFRITILUITFO L 5 TH 5,

ADF Test Statistic -3.31094 1% Critical Value: -2.5915
5% Critical Value —1.9442
10% Critical Value —-1.6178

*MacKinnon critical values for rejection of hypothesis of a unit ro

Augmented Dickey—Fuller Test Equation
Dependent Variable: D(ZC2LJ)

Method: Least Squares

Date: 12/03/02 Time: 17:21

Sample(adjusted): 1982:1 2002:1

Included observations: 81 after adjusting endpoints

Variable Coefficien Std. Error t—Statistic Prob.

ZC2LJ(-1) -0.76941 0.232383 -3.31094 0.0014
D(ZC2LJ(-1)) -0.31607 0.191953 -1.64662 0.1037
D(ZC2LJ(-2)) —0.27848 0.152886 -1.82148 0.0724
D(ZC2LJ(-3)) —0.38096 0.101741 -3.74438 0.0003
R-squared 0.670407 Mean dependent v —0.01016

Adjusted R—squared 0.657565 S.D. dependent va 1.272753
S.E. of regression 0.744789  Akaike info criteric 2.29669
Sum squared resid 42.7127 Schwarz criterion 2.414934
Log likelihood -89.0159 Durbin—-Watson st: 1.90826

fEf  ADF #Et&  —3.31< CriticalValue —2.59& 720 1 %KUET TEUROEZENT (1) TH 5, |
FIHITE -,
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T, AP TR L7z B BRI ERERS t EIZ OV TIEZE DR Z K-> TWT, HH R
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