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This study addresses Japanese multiple social issues closely relevant to rural sustainability with the
approach of environmental economics and policy. Due to the difficulty of rural regeneration by itself,
establishment of a new policy framework creating inter-regional cooperation for rural resources
management should be sought. The agricultural sector shows considerably small share of production
value but a sizeable amount of COD emission per unit production value. Therefore, agricultural
cultivation improvement is a necessary stage of sustainable rural development. Water usage and
pollution will be of common concern to watershed inhabitants. Developing watershed dynamic
computable general equilibrium model, proposed investment system has a condition of narrowing
regional economic gap with the minimum COD emission per unit production value and without losing
either regional economic growth.
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