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We examine the possible application of open source software licensing and developm
ent methods (0SS) to the Japanese software industry from several points of view. First, we show that if p
rogrammers engage in 0SS "just for fun" (as the creator of the Linux kernel title his autobiography), ther
e Is lower bound to the output share produced by the 0SS sector, despite the great advantage in financing
for the proprietary sector. Second, we examine the contribution of software assets to Japanese economic ¢
rowth, and show that it is disproportionately large. Third, we make an initial foray in researching the p
ossibility that what 0SS developers themselves call "the development community" may be treated as a "virtu
al industrial cluster" mediated by the Internet. That is, it can access the "economies of agglomeration” t
hat are believed to drive the success of geographical clusters, such as America®s famous "Silicon Valley".
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GDP K K K

1975-80 4.24 1.24 0.79 1.02
1975-85 3.50 0.72 1.53 0.71
1975-90 5.06 1.02 1.71 1.06
1975-95 1.49 0.27 0.88 -0.10

L TFP

1.20 0.01
1.06 -0.56
1.22 0.09
0.15 0.28

1975-99 0.40 0.34 1.01 0.49 -0.79 -0.66
1975-99 3.09 0.75 1.18 0.65 0.65 -0.14
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