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(Balance of Payments (BOP)) 
 The balance of payments is a monthly report on the balance of payment account, 
which is one of the five accounts comprising the national account data, and is a 
comprehensive measure of economic activity between Japan and overseas, that covers 
data from trade to transfer of capital. Although there are other statistics that measure parts 
of Japan’s international economic activity, such as customs trade statistics (discussed 
later) and securities investment inflow outflow (discussed later), each differs from the 
other in the coverage and the timing of the measurement as discussed in the statistic’s 
respective chapter. Balance of payments statistics are calculated on an accrual basis 
(when ownership is transferred), are compiled in accordance with IMF guidelines, and 
are used as a common global statistic. As the BOP covers external economic activity 
arising in the national income account, it is a fundamental statistic for estimating the 
external part of GDP (exports/imports of goods and services). Furthermore, the external 
transaction items listed within the BOP are basically transactions that give rise to demand 



for foreign exchange; therefore, the statistic is important from the point of view that 
under a floating exchange rate regime, the exchange rate is said to adjust to balance trade.  
 The current account portion of the BOP is the sum of the following four accounts: 
balance of trade (goods), balance of invisible trade (services), balance of income, and 
balance of unilateral transfers. The current account is regarded as a statistic that reflects 
the real demand for currency arising from international economic activity. In other words, 
it is the sum of settlements accompanying real trade of service and commodities and the 
balance of returns on investments such as securities. The current account reflects the most 
real and fundamental demand for foreign exchange transaction. Although this is not the 
place to discuss foreign exchange theories in detail, the current account is an 
indispensable figure, even theoretically, for evaluating the foreign exchange market. 
There is one foreign exchange rate theory commonly referred to as ‘the Asset Approach’ 
or ‘the Portfolio Approach’. The approach hypothesizes that the foreign exchange rate is 
the rate of exchange for assets denominated in one country’s currency for assets 
denominated in a foreign currency, and the foreign exchange rate adjusts to balance the 
supply and demand of the balance of net foreign assets. Since the balance of net foreign 
assets is the difference between foreign assets accumulated within one country and its 
foreign debts, it is also the total of current accounts (ignoring foreign exchange 
evaluation loss). From the point of view that the trend in the current account influences 
the balance of net foreign assets (which is roughly equal to the accumulated current 
account), the current account is a major determinate of the exchange rate. 
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(Total orders received by manufacturers) 
 Machine order statistics show the total monetary value of orders received by 
machinery manufacturers, and is the representative monthly index when looking at 
changes in capital investment. The survey is based on information gathered from 280 
major companies by the Economic and Social Research Institute (ESRI) of the Cabinet 
Office, and the results for the month before last are published around the 10th of every 
month. The object of the survey is limited to machinery at facilities used as capital goods 
(engines and turbines, heavy electrical machinery, electronic and communication goods, 
industrial machines, machine tools, railcars, cars, aircraft, and ships). Since machines are 
usually delivered 6-9 months after the order was placed, machinery orders are a leading 
index of overall capital good investment. In addition to the total amount of machinery 
orders, a breakdown by origin of the order- private, public, foreign, or agency- is also 
published. The monetary amount of a single order for electrical production machinery 
and ships is much greater than that for other categories of goods which is a cause of 
volatility in the statistic. Many times the amount of such orders is unrelated to economic 
conditions. 
(Core public demand) 
 For the above reason, economists pay the most attention to what is called core public 
demand, public demand excluding electrical production machinery and ships. Core public 
demand is the most important leading index for the capital investment cycle.  
 The ESRC also publishes real core public demand figures, core public demand 
divided by the capital goods price index, which removes the effect of price changes. The 
real core demand figures are used as one of the constituent indices for the leading 
Business Condition Indices.  
 One point to keep in mind is that core public demand leads capital investment, which 
in turn lags the general economy. Therefore, the leading nature of core public demand is 
less than other leading indices.  
 In addition, doubts have recently grown about the usefulness of core public demand 
as a leading indicator of capital investment. As shown in the graph, there was a sudden 
increase in core public demand during the economic expansion from late 1999 through 
2000. Based on this, many economists predicted a large surge in capital investment. 
However, the actual increase in capital investment was a lot less than expected. 
 What is the reason for the recent breakdown in the relationship between machinery 
orders and capital investment? One view is that during the IT boom, the demand for 
cellular phones inflated machinery orders well above actual capital investment. Another 
view is that the non-manufacturing industry, which accounts for 2/3 of public capital 



investment, is saddled with various structural problems that have dampened the multiplier 
effect. 
 
Excerpt from Honda Survey 
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2004 NH Circle Activity- Leader Questionnaire�
 The objectives of this questionnaire is to find out the activity leader’s honest opinion of the program, the status of activity,

 and problems with the process and to inform management, who is responsible for supporting the activities, of the program
The results of the questionnaire will also be reflected in plans for the 2004 Activities.�

 Questions � reference �
1. If you did not complete your activity, why did you fail to do so?
   (Complete means that you have completed the activity registration form and have turned it in)
    * Circle all appropriate responses

1.Did not have time to meet due to work.
2.Could not hold meetings since members were often out of the office.
3.Did not know the best way to implement the activity.
4.Members were not cooperative and would not come to meetings even if invited.
5.Did not actively promote the activity since I did not understand its importance.
6.Got stuck halfway through the project since the topics (theme) were too difficult.
7.Did not actively promote the activities since I had doubts about them.
8.Was often out of the office so could not make time for the activities.
9.Members lost interest in the activities.
10.Other (                                                                       )

2. What kind of topics did you brainstorm?
1.topics related to personal interest of members.
2.topics related to problems at workplace.
3.topics related to everyday bothersome things.
4.topics related to important problems that make it difficult to achieve departmental goals.
5.topics related to problems pointed out by our users.
6.topics related to future challenges.
7.important topics related to members’ work.

3. How did you chose the topic?
1.Leader chose.
2.All members investigared/evaluated the choices and then decided on best one.
3.All members and advisor investigared/evaluated the choices and then decided on best one.
4.Supervisor also took part in investigating/evaluating choices and making decision.�� �� �� �� Concerning the Leader
1.How many times have you been a leader?
2.How were you chosen? ( � � volunteered � � elected � � appointed   4.other)

5. What did you (the leader) accomplish?
1.Improved communication in the workplace.
2.Achieved concrete results such as raising efficiency and improving work..
3.Improved communication among members through participating in activity.
4.Mastered QC methods.
5.Improved quality of both work and supervision.
6.Learned problem-solving skills.
7.Increaesed one's own skills
8.Learned how to accomplish one's work.


