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This year, we conducted two projects.

First, on the relationship between aging and service expenditures, we find that (1) medical care
expenditures increase with age, but (2) education expenditures are high in 40s and early 50s and
decay thereafter. As a result, aging has not brought about a significant trend in the overall service
expenditure share. However, since only the self-pay portion of medical expenses is shown, it is
necessary to understand the impact of aging on overall medical expenses, including those paid
through public medical insurance.

Regarding the structural change, the phenomenon called "premature deindustrialization" has been
reported in recent years, which states that in developing countries, the shift to services is occurring
without a sufficiently large share of the manufacturing sector (i.e., without the maturity of the
manufacturing sector).

As a project with Professor Kiminori Matsuyama of Northwestern University, we developed a
theoretical model that can explain this phenomenon only by differences in initial conditions, and
published it as a CEPR discussion paper.

The above study analytically shows the mechanism in a closed economy model, but | am also
working with Prof. Matsuyama to analyze the differences between the closed economy case and
the open economy case when the interaction between industrialization and trade is taken into
account. | am hoping that the mechanisms that have often been considered separately, such as
structural change, comparative advantage, and directed technical change, will be taken into
account in a unified manner, and that our understanding of actual economic development will be
deepened.
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This year, we conducted two projects.

First, on the relationship between aging and service expenditures, we find that (1) medical care expenditures increase with age, but (2)
education expenditures are high in 40s and early 50s and decay thereafter. As a result, aging has not brought about a significant trend
in the overall service expenditure share. However, since only the self-pay portion of medical expenses is shown, it is necessary to
understand the impact of aging on overall medical expenses, including those paid through public medical insurance.

Regarding the structural change, the phenomenon called “premature deindustrialization” has been reported in recent years, which
states that in developing countries, the shift to services is occurring without a sufficiently large share of the manufacturing sector
(i.e., without the maturity of the manufacturing sector).

As a project with Professor Kiminori Matsuyama of Northwestern University, we developed a theoretical model that can explain this
phenomenon only by differences in initial conditions, and published it as a CEPR discussion paper.

The above study analytically shows the mechanism in a closed economy model, but I am also working with Prof. Matsuyama to
analyze the differences between the closed economy case and the open economy case when the interaction between industrialization
and trade is taken into account. I am hoping that the mechanisms that have often been considered separately, such as structural
change, comparative advantage, and directed technical change, will be taken into account in a unified manner, and that our
understanding of actual economic development will be deepened.
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