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Avv. BASILICO - F:lncantieri 

THE JAPANESE AND THE ITALIAN S!UPIVILDlliG INllJSTRIES : A mFFERE2lT 

ROLE IN THE PERIOD OF GRCY.-ITH AND DJRING THE PRESE:IT CRISIS 

First of all, I wish to sey how thankful I am for having 

been given the opportunity to outline the problems of the shipbuilding 

industry - that I have the honour of representing here as President of 

Fincantieri - in front ·of such a qualified audience. 

As you .know, Fincantieri - Societa FinanziariaCantieri Nava. 

ll, 'Which was founded in 1959 in order to face in an organic way the 

probleJ1lS arising from the restructuring of the IRI ·shipbuilding sector, 

covers todey about 9o% of the national industry. 

I would like now to outline the situation characterizing 

. our sector at world level. For the past five years the shipbuilding i!! 

dustry ha.s been going through an unprecedented crisis for duration and 

intensity : it is enough to remark .that in the presence of a. world pro 

dnction capacity estimated at 30-35 million gross register tons, the 

level of the orders received in the last three years was of 11-13 mil 

lion gross registered tons. Consequently, such a thin flow of orders led 

to a. progressive erosion of the work load up to the present level of 25 

million gross register tons, which is sufficient to ensure work to the 

shipyards for less than one year. 

In order to fully understand the present situation,! think 

it is necessary to go back to the past, outlining the role plcyed respec 
. .-

tively by the Japanese shipbuilding industry and by the Italian and Eur.£ 

pean ones. 

We oan single out two periods : the first, from the post-war 



2-

period to the beginning of the 70s, even through times of often deep 

depression, could represent .the expansion stage fer the ·shipbuilding 

indlwtry; the second, still lasting, is characterized by a strikingly 

critical situation. 

In order to give a general evaluation of the first period 

~~~---l 

we can consider that between 1949 and 1975 the world fleet quadrupled. 

In the s~ period the international shipbuilding industry. produced 

about 350 million gross register tons, of which 140 millions produced 

by Japan, and 12 by Italy. This represents a contribution of respectiv_! 

l;y 40 and 3'/o. The development of the world merchant fleet was made possi 

ble by a prolonged expansion of ths international economy. This growth, 

as seen todey, appears to have been intense and regular from the .point 

of view of both production and international trade, in a system where pr.!, 

ces, exchanges and balances of Pa.YIOOnts were reasonably steady. 

The massive use of oil seen as a cheap energy source and also 

mistaken for an inexhaustible one fed the extraordinary development of the 

tankers fleet, which was also owed to exceptional events, such as the clo 

sing down of the Suez Canal in the mid-sixties. 

In order to complete the outline of the causes that concnrred 

to the development of' the world fleet it lllllSt be mentioned that toward· 

the end of the period under examination (beginning of the 70s) an impo_£ 

tant role was played by speculative factors connected with the high costs 

of freight and with the forecast of a revaluation of the yen. 

All this, as it is well known, contributed to determine the 

present situation of overc~pacity of the shipbuilding industry which is 

the origin of all the troubles in.this sector. 



. 

• 

3-

In Japan the shipbuilding industry obtained the first i.!!! 

portant results towards the middle of the 50s, at the time of the Suez 

orisis. In 1956, as a matter of fact:, Japan outnumbered in terms of 

ships completed England that held the supremacy by tradition. However, 

at the beginning of the 60s Western Ehrope still held 7C!f. of the world 

market 1 while Japan had a share of about 2C/fc. Nevertheless, already by 

1963 the ratio was respectively of 62 and 26%, and in 1965 it became of 

50 and 42%. Therefore the Japanese shipbuilding industry boomed in the 

period 1963-1965, reaching at its peak in 1974 a share of about.52% of 

the world production. 

Also relevant is the fact that from 1950 to 1975 63% of the 

Japanese production was directed toward export. 

It. must be said that various factors weighed considerably 

on the development of the Japanese shipbuilding industry, such as : 

a definite political will expressed through suitable development plans 

for the shipbuilding industry and through the adoption of a series of 

measures aimed to encouraging the export of ships; the necessity of Cl£ 

quiring valuable currency in order to buy raw materials; the low cost 

of labour. 

Also important was a number of often very advanced initia.ti . -
ves, in the field of both ;10rk orga."'lization and technology, that allo~ 

ed the Japanese shipbuilding industry to run sheaO. of competitors as, for 

instance, in the case of larger ships. 

AB for the Italian shipbuilciing iniustry1 it took part to the 

common initial growth up to the balance. of internal requirements. In terms 

of participation to the world market 1 the peak was reached in 1958 with 

6%, but then it decreased toward more moderate figures, and it settled, 

from the middle of the 60s onward, around J%. In that period, the Italian 

·-· .. · 
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industry went through a complex end continuous modernization and r_! 

tionaliza.tion aimed to update wa,ys end means of production. Of part! 

cular importance was, from 1966 on, the carrying out of the restructu 

ring plan known_ as ''Ca.ron Plan", based on the concentration and speci! 

lization of the production, and on the total or partial closing down 

or reorganization of the less productive units. 

It l!llSt be said that already in 1965 the Italian shipbuil~ 

ing industry appeared greatly shrinked compared to 1955, having gone 

from 12 to 9 shipya.rde and from 35 thousand to 21 thousand employees. 

All these initiatives were therefore aimed more to the _rationalization 

of the production than to its increase. It must be added also1hat the 

Italian shipbuilding industry was structured mainly according to the ~ 

quirements of the national shipowners. To this regard it is enough to 

consider that the export-bound production covered an average of 10..2~ of 

the total one. 

From this outline it a,ppears evident that during the e:x:pS!! 

sion period of the world shipbuilding the Ja,panese and Italian industries · 

followed completely-different strategies : while the first aimed to deve 

_lop its position the second endeavored to keep its own. 

Toward the end of the period taken into account, the world 

econoll\Y was going toward a. recession which became dramatic when the ener 

gy problem burst out in 1973. In this context, in 1974 the world shipbuil~ 

ing industry entered a crisis that, by today's opinion, affected its v~ 

ry structure. 0 0 

At the beginniug of this report, I gave some data in order 

.. to evaluate the situation. I would like to add now that from the moment 

of _the activity-peak to the first months of 1979 the world annual output 
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lllld the. Japanese one fell respectively by 50 and by 64%• It must be 

said that the outburst of the energy crisis worsened a situation ~ 

ready jeopardized because of the before .mentioned abnormal development 

of the shipbuilding capacity. 

The oil crisis affected specifically the shipbuilding illd_!! 

stry, as 5o% of the world fleet is made up of tankers. Also, it I!DlSt 

be co!lllidered that the expansion of the production capacities was c~ . 
sed essentially by the building of large tankers. Even in prospect, the 

passage from an "oil age" to a f'uture of diversified energy sources co,a 

tributed to post pone the balance of the market. 

As the crisis set in, ·it appeared evident that the forces 

operating on the market would not be sufficiently strong to ensure a. 

new balance between. offer and demand. Therefore Europe and Japan began 

a two-tiers dialogue invol)Ting the respective associations,i.e. the As 

sociation of West El!ropean Shipbuilders (AYIES) and the Shipbuilders As 

sociation of Japan (SAJ), and the two governments within ·a special OEIJD 

working group. Aim of the negotiatiollll was to arrive at a more adequate 

sharing of the worl~ market. 

Hol'lever, we must admit that ihe attempt to achieve a fair 

agreement .among the large productive areas, so th.at the pressure on the 

market could be reduced and the times of the crisis shortened, proved to 

be unattainable, due als.o to the growing role of the new shipbuilding 

c o u n t r i e s such as South Korea, Bra.sil, Taiwan, Singapore, and 

probably soon also Mexico and Argentina, Some of these shipbuilding in! 

tiatives in the developing countries, often supported by Japanese finan£ 

ing and technology, have somehow been slol'led doN!l by the present diff,! 

cult economical moment, but there is no doubt that the expansion trend. 
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is destined to continue. It l!llllt be said that as a matter of fact the 

shipbuilding industry - in which the labour factor is predominant and 

the technology consolidated - represents for its characteristics one 

of the first steps of the developing countries towards industrializ!'; 

tion. 

These countries, in particular the South-Eastern ones, h!J: 

ve played' in the course of recent years an ever more important ·role in. 

the field of the ship market at international level. As their requi~ 

menta in terms of national traffic are not relevant, they must focus 

essentially on export. Toda,y already the quotations made by these eo~ 

tries, mainly owing to the very low incidence of labour costs, are a 

fixed reference for the world market which. Europe cannot compete with 

because of the levels of :lliropean costs; even Japan is now beginning to 

suffer from this and it will suffer more from it inihe future. 

On the other hand,· the size of. the crisis of the world shil!, 

building industry is such to compel ~apan to try and curb its production 

capacity, and that is, the same target that its :lliropean counterpart Wa:! 

ted to achieve in order to sign an agreement. Recently, as a· matter of 

fact, upon specific recommendation of the Japanese Government, the Jap2; 

ne se industry decided to reduce its production capacity ·by 35-40%• If l<e 

take into account the diversification of the large Japanese companies, 

we can .sa;y that such a target can be achieved in the medium run with less 

troubles from a socio-economical point of view than a similar target will 

cause to the ECC countries. 

The :lliropean Economic Community, worried by the consequences 

of the present crisis on unemployment and on depressed areas 1 tried,and 

· is still trying, to find a. solution to the problems of the EEC shipbuil;! 

ing. The EEC Commission not only voted a. Directive that, subordinately to 
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restructuring measures; recognizes and tends to coordinate the aids to 

this sector, but also has been trying for some -time to agree _upon an 

Overall strategy. A first attempt in this direction was the project ea,!. 

led "Davignon Plan". Aside from any other consideration, we nnst at least 

acknowledge. that this initiative succeded in quantifying the effects of· 

the present cr_isis on the _EEl:: shipbuilding industry. 

In September 1978the Council of the EEX:: Ministers, after a 

heated debate, approved a resolution of a provisional character. The Co.!!! 

• mission was' appointed to examine thoroughly the problems of the sector, 

as it was acknowledged necessary to adjust the sector according to the 

importance of the EEX:: maritime tra:ffic. In fact, a concrete political de 

cision was postponed • 

. Following this line, and with the cooperation of the shipowners 

and shipbuilders, the competent EEX:: departments have recently draun a 

"scrap and. build" scheme aiming at shortening - through a subsidized renewal 

of the fleet - the time necessary to bring the market into balance again. 

This system -experimentally -provides for a financial aid on condition 

that the tonnage scrappea: be t~lice the tonnage newly built. The results of 

this initiative appe~ uncertain, as there are still divergencies among 

member countries. 

:If on one side the carrying out of the initiatives aiming at 

giving internationally agreed upon answers to the problems of the sector 

appears Very far 1 On the other the deteriorating procesS of the world Shi,E 

building indust~J continues. 

It is true that at the end of 1978 and during the first half 

of 1979 some slight signs of a normalization of the marftime activities 

were recorded, but they were not constant. In any case, it is still very 
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difficult to forecast when the market will be balanced again, and va 

rious international organizations confirm this difficulty. However, it 

is certain that the course of the crisis will involve great changes in 

the world shipbuilding industry. Even the general economical contert 

leads to a certainly not optimistic view of the future, especially cow_! 

dering that the outcome of the present energy crisis is not predictable 

todey. 

.All over the world it was 'recently intensified, at a nati2, 

nal level, the .research of solutions to the problems of the shipbuilding 

industry. These problems leave less and less room to interventions of a 

merely industrial kind. Almost evl;lrywhere plans for the rationalization 

of the industry. are being carried out or drawn, accompanied by consistent 

financial measures. To this regard it must be remarked that in many COu:! 

tries of old shipbuilding tradition. it has been proving necessary to ~ 

duce drastically both the employment and the capacities. Ue must also u:! 

derline an aspect that recently became relevant : the traditional support 

is not· sUfficient any more and various Governments are becoming directly 

involved in the running of this sector. 
/ 

To Blllhmarize 1 even taking into account all the above mentio 

ned uncertain factors, we can reasonably suppose that around 1985 the ma,E 

ket will be in a situation of substantial balance. The future structure of 

the world shipbuilding industry will have to be dimensioned in order to 

meet the need of renewal of the existing fleet, and will have to be able 

to absorb a moderate development of the market. This adjustment, already 

in progres~, will involve inevitable sacrifices, mainly for the traditi2, 

nal shipbuilding countries. Fbr the latters 1 this process is destined to 

continue considering the reallocation of a series of industrial activities, 

such as shipbuilding, to new industrial countries. The industrialized coun 

... 
----! 
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tries will have to carry out a careful ~strlbution of the capaci 
.,, 

ties towards the new industrial countries in the less painful weys 

md means for the international collectivity. 
0 

It is evident that this situation will affect more the coun 
. !;:'".''• 

tries that have developed their shipbuilding industry in order to dom! 

nate the export market. Japan itself in the past encouraged the tendency 

to1~ards the reallocation of the shipbuilding industry 1driven by the tw_£ 

· ·lution o:f its economy and with the target ofdestining the related indu 

stries upstream and the know-how :for the export. For this very reason, 

however, Japan, being faced. with the ·competition of the new shipbuilding 

industries, will be forced in future to give up the role of main exporter 

of ships and to limit itself to produce mainly for the domestic market 1 

with a resulting.reduction in capacity. 

The situation is different for the countries that, like Italy, 

have always destined their own shi-pbuilding industry to the requirezrents 

of the dozrestic market. Italy, however, will have to assess which pr_£ 

ductive levels will be in line with the development :forecasts of the natio 

nal fleet 1 taking i:nto a.Ccount the general socio-economical interests of 

the country. 

Let Ire now outline the relationship established in the past 

between Italy and Japan in the field of the shipbuilding industry. 

Toward ·the middle of the 60s it was evident that the shipbuil£ 

ing industry in Japan had made noticeable steps forward both in the field 

of technology and in the organization of the p~duction. Meanwhile, as we 

said before, the IRI shipbuilding industry was engaged in a considerable 

effort toward the reorganization and the renewal of its structures. 

In t h i s context must be seen the cooperative relationship that began 

among Italoantieri of Trieste, the Breda shipyard of Venice - both belonging 
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to the Fincantieri group ( 1) ..,. and the Japanese companies ·like Nissho 

IWai, Kobe Steel, but mainly Ishik:Bliajima Harima Heavy Industries (!HI). 

From 1967 up to the middle of the 70s these relationships 

resulted in : a continuous flow of technicians be.tween the two countries, 

the exchange of know-how, and the signing of some important deals in O£ 

der to contribUte to the improve~nt of the lay-outs alid of the work O£ 

ginization in so~ Italian shipyards• 

Towards the end of that period it was also decided the crea 

. tion of a (leneral Technical Committee. This fact marl:ed in a certain way 

an evolution in the relationship between Italcantieri and IHI. ·The Co.!!! 

mittee was to meet twice a year, once in Japan and once in Italy. It had 

a joint composition and was based on the intention to attain a vast coop.!!_ 

ra~ion even in" the new sectors of the shipbuilding technique. If before 

the appointment of the Committee the cooperation was ~f a unidirectional 

kind, i.e. from Japan to Italy, from that momentc· on it tended to become 

more balanced through the seeking of results to be attained by means of 

a common contribution. 

/ 
In that same period, however, the dramatic size of an unprec~ 

dented crisis made it necessary to destine all the resources to survival. 

The cooperation between the Japanese and Italian shipbuilding 

industries was in the past of a mainly technical character, and it could 

not be otherwise, if we consider the characteristics both of the market 

and of the different strategies that we outlined before. 

If we try to single out concrete trends for a. future collab2_ 

ration in the field of shipbuilding between Japan and Italy on an industrial 

level, first of all we can· think of a joint activity in the field of r~ 

search. Ev-en if ships are not susceptible of great technological innov!! 

(1) The Breda Shipyard at the tloe of the establishment of relationships vlth the Jaoanese Industry 
did not belong to Ftncantlerl, 
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tions, .possibilities of improvement are predictable both in the field 

of fitting and auxiliary machinery and in order to best develop the po~ 

sibilities of energy saving. 

These initiatives could be carried out through the respective 

·national associations of shipbuilders. For the Fincantieri Group in part.f. 

oular 1 we could suggest the renewal of the activity of the Comnittee that, 

IlB we said before, was once formed between Italcantieri and IHI. 

·In the commercial field, we could explore the possibility of 

setting up joint-ventures between Japan and Italy, especially for what 

concerns alternative productions. MoreOver, there certainly exists a real 

opportunity to collaborate in the production of Diesel engines, taking i~ 

to account in particular the brilliant results recently achieved by Gra:! 

di Motori Trieste. 

In my opinion 1however, there is a unique opportunity for an 

effective cooperation between Italy, taken in its European context, and 

Japan in participating through conscious behaviours to the attempt to 

overcome the present crisis. It is a matter of pursuing common interests 
·' 

that toda,y, and mainly in the future, put Japan on the sEllfl£! side of the 

European countries in the pursuit of an ~eement on the sharing of work. 
. . . 

This does not mean that at the same time the exi~:?ting needs of the new 

industrial countries would be disregarded. 

In the field of shipbuilding, it is evident that the old ind~ 

stria! countries. will not be able· to hold the.positions achieved in the 

·past. However, it will be jmpossible for them to give ~p industrial struct~ 

res that are extremely necessary, for strategical and economical reasons, 

to manufacturiLg countries that depend essentially on sea-ways for their 

world exchanges. . 

- ~·· '~·~~ 

I 
I ., 
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Finally, I would like to sey that from the uncertainty of 
. . 

the future· one thing only stands out clearly : it is absolutely necess.!! 

ry to avoid the repetition of mistakes maiie in the PI!.St• 

. ' 
./. 
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l. SWITCH FROM EXPORTING TO INDUSTRIAL COOPERATION 

The explosive growth rate of Japanese exports to the SEC m~rkets 

has been built up on the base of direct exports. The Ja?anese 

industries choose to concentrate on delivering the co:nplete 

package of export goods straight from their own factories to the 

European consur.1er, thus enabling the Japanese management to retain 

control over production and to improve operatin,g efficiencies and 
.,,~,. 

quality. A large output,moreover, led to manufacturing economies 

and that, in turn, produced the competitive pricing \vhich gave 

Japanese goods such a strong marketing edge: 

In the last few years, however, Japan has faced increasing criticism 

on its direct export to the EEC markets. The EEC vice-president 

responsible for foreign relations, Hr.Haferkamp - addressing the 

Euro-J apa::ese syr.:posiu,TTI
2
organized by the 11 Financial Times 11 in 

Brussels on 3rd and 4th May 1979 - declared that the EEC deficit 

with Japan has reached a '' political-psychological limit '' and the 

European c:::nt·nission Is departments in a report drawn up in !-!arch i979 

have enviso.ged imposing retaliatory curbs on " selected" Japanese 

3 
exports ( ':Jith cars and electronic goods being the prime candidates). 

The " anti-J apanese crusade " on corrunercial questions, hO\Pever, is 

considered unfair by the Japanese industrialists , .. ho consider European 

exporters themselves responsible for their difficulties on the 

Japanese market ( since - as stressed, for instance, at the " European 

nanagee1ent Symposium " held in Davos in February 1978 by the 

J.li tsubishi firm's European representative, Hr. Ka\,•asaki - they do not 
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try to· adjust to it, do not learn the la11guage, l1~ve lost 

desire to \:,rork a.!'ld ere less efficient than their Asian 

competitors ). Thus, i? these attacks are not stopped, '' Jao~n 

could become even more nationalistic and abandon its trade 

relations v.rith· the free world, or -even change its foreign 

" policy"."" 

In these circu:nstances both sides should avoid any " explosive 

developments ",notably by fostering. industrial coopera1:ion as 

well as encouraging, in-vestments, especially in ·joint companies 

and as regards the transfer of technology. In fact, if Japan 

were to have a substantial share in the Community's manufacturing 

industry, it would automatically have an interest in avoiding 

some of the aspects of present friction. On the other hand, 

sustained success of the Japanese. on export markets is not possible 

unless the Japanese ma.rkeL opens up, and this, in turn,_ is not 

possible ·;,ritbout a consensus· on the part of Japan's m::..jor producers. 

For ·exaJnple, only through a consensus. on the pe.rt of Japanese 

:producers of electronic products could Con:r::unity producers have 

5 any broad access to the Japanese market. 

2. THE ATT? ... ..~-\CTIONS OF' INDUSTRIAL COOFERATION 

There are fundamental advantages in a permanent and wide-ranging 

industrial cooperation (.which must not turn into cartels ) betv1een 

Italy and Japan. 

Japanese corporations - by makirig joint ventures with Italian 

partners, buying into established Italian com?anies or sir:1ply start 

technical and cO:::...;Jercial excl1a.rige agreements - .~an, first of all, 



reduce trade frictions. This is a rather import~nt eler~ent 

at times Y.'hen neoprotectionism seems bound to spread. Such 

an orientation is reinforced by the rise in Japanese production 

costs and the reduced prlce competitiveness of Japanese industry 

following the yen revaluation. 

AYJother major go3l ( since Italy still imposes discrimin3tory 

import quota restrictions on thirty-five Japanese products )6 

is to enter the Italian market by-passing import controls. 

Ja?anese c~rporations,rnoreover, can get close to the other 

European markets ( thus improving product plan.Ding ) and develop 

common ventures in the markets of third countries ( i.e. China, 

Brazil, the Middle East ) as well as in pioneering fields ( i. 

e. solar energy, coal liquefaction, new aircraft, data processing, 

" b . .. "'l ) 7 
ocean aevelop:nent, ro ots, synthetlc materla ? • 

The attractions for the Italian companies are even more 

substantial. In addition to internationalize their activities 

( within the frame,.~:~ork of an industrial system endO\!.red \t:i th 

great flexibility and with spare cash financial resources ) the 

Italian companies can: (a) preserve or increase employment ( by 

restoring competitiveness to specific sectors such as, for instance, 

consumer eletronics where Italy has to meet the challenges of 

the European multinationals ); (b) get access to high-technology 

and know how ( notably for semiconductors, machinery using 

electronic circuitry, computers and more advanced consumer 

electronics goods like video tape recorders)? ( c) acquire a 

higher regard for quality control for ''-'hich the J e.paYJese eYJjoy 

an extremely high reputation); ( d ) enter new sectors of the 



organisations are e~u~pped to spot and exploit svj_ftly !~arketing 

opportunities ). 

J·ianufactu:ring tie-ups between Italy and ]2.panese manufacturers 

are, furtherly, favoured by the necessity ( f6r Japanese corporations 

operating in Italy ) to dispose of a local partner to tackle 

relations with the work force and the trade c;nions, to face the 

language barrier, to by-pass the intricacies of the burocracy,etc. 

In fact, the intention of the Japanes~ partner is - in general-

limited to take a fraction of the joint-manufacturing venture,thus 

mawtaining permanent association ties with the Italian partner. 

Japanese corporations,moreover- since they succeed in making people 

feel they belong and partecipate fully to an enterprise - might be 

of help in letting emerge in Italy a 11 new consensus~~ bet'l!.reen labo'J.r 

and m2nagement by encouraging ( notably in joint-ventures with small-

and-~ediuJn sized Italian firms ) t.he 11 team spirit', and the sense 

of " toget}1erness " as \-Jell as by fostering sectoral co-ordination 

( among enterprises, universi,ties, governmental and bank in er circles). 

. ·> Last but not least, the Japanese corporations offer the great 

advantage of giving full priority to the attainment of production 

and employement targets having a knack for creating a mass market 

where once there was none as well as seeing COll'JnOn ventures as 

symbols of a long-term relationship -- not as instruments for short 

term profits ( as is the strategy of the multinationa.ls ) . 

No doubt some rivals groups regard the manufacturing tie-ups 

between Italy and Japanese manufacturers as a Trojan horse through 

,_,_,h~ch the Japanese v.rill step up their assault on the Italian and 
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Euro?ean markets. But the notion that the Italiarts should contin~~ 

to :protect their O'.vn market and band toge~her with the other 

9 
Europeans to keep the Japanese out 1s neither feasible nor 

ID _; 
realistic. In spite of all devices of protection the Japanese 

indoJ.stry will rerr,ain a very substantial force, so that their 

direct partecipation in the Italian industry should be encouraged 

if we want to maintain a competitive industrial economy. Import 

controls, on the other hand, are of difficult implementation. They 

favour a prosperous black market ( fed by massive smuggling ) and 

paradoxically lead to the protection of the .•. multinationals ( as, 

for instance, in the case of the consumer electronics industry in 

which the German and Dutch giant corporations - besides dominating 

the market - are the main recipients of " triangular " arrangements 

ll 
by-passing Italian import controls ). 

3.- J AF.c.HESE INDUSTRIAL INVESTl·1ENTS IN EUROPE 

During the I978 financial year which ended in Narch I979 Japanese 

direct :i:westment abroad reached the new record of 4,498 million 

dollars, far exceeding the record of 3,494 million dollars of the 

I973 financial year and the a~ount of 2,306 million dollars of the 

I977 financial year. According to the Finance l-linister, the high 

investment level is due to cant inue 'Yi th a gro'.~ .. ·ing shc.re in 

manufacturing ( which by I985 should represent 34 per cent of the 

total as agaipst 28 per cent in I978 ) . I 2 

In particular, by I985 Japanese direct investment should attain, 

on the >.'hole, SI billion dollars ( as against I9.4 billion dollars 

at the end of !·:arch I977 ) . Of these a gro,ving a-nount will go to 

the U.S.A. ( v:hich during the I978 financial year ousted Asia as. 

the biggest Jc.p2.nese investn-:ent c.rea ) and to ,::estern 2~J.rO?e Y:!1ich 
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at ~resent 2bsorbs 13 14.7 per cent of the total ) , not ably to 
TLl 

Ir,=la.nC · ( v•hich has a comprehensive package of incentives, including 

tax relief, cash grants and loan guarantees ) and the developing 

regions of the United Kingdom --Wales, Northern Encland and 

Scotland ( where, after Sony and l·latsushita, Toshiba roade an 

agreement with Rank Industries for TV manufacture ; Hitachi with 

Generel Electric eo. to make TV sets and music centres; Honda with 

B:-itain Leyland for a new car of Japanese design; Hitsubishi Heavy 

Indc.,_stries -Ka·••asaki and I.H.I. V!ith Rolls-Royce for 2. ne~.· jet engine; 

I~itsubishi !1otors with its distributor " Colt Cars" to make 

co:mnercial vehicles in South \vales). 

IS 
An effort is also being developed in the other EEC countries. Thus, 

in Belgivo'!l, Honda SA produces at Aalst ( Brussels ) a motor-plus-

pedal operated scooter ( " Comino !loped" ) , Pioneer hi-fi equipment 

in a plant out side Brussels, l·latsushi ta Battery Corporation dry 

batteries ( in joint venture with Philips ) at Tessenderlo in the 

heart of the Flemish speaking area, Tezuka Kosan eo. ( in joint ve::1ture 

with George eo. ) the design and installation of units for processing 

waste. In the German Federal Republic \-.'ega Radio is the Stuttgart-based 

audio and TV manufacturer acquired. by Sony in 1975, v.•hile V art a Batterie 

AG Ha::1nover ) distributes - and later on will manufacture -

lithiu.'!l/ manganese dioxide batteries developed by Sanyo. In Holland 

Asahi Chemical Industries made an agreeJC,ent with Akzo to produce 

280,000 tons a year of caustic soda near .'JTisterdam "by mid-I982. l·litsui 

Petrochemical Industries has, in addition, a plant ~<•i th Akzo in Belgiu.':l 

to produce dicu::<yl peroxide. In France , besides Ajino -moto of Japan 

end the Belgian interests of Baron Copp;§e making lysine necr . .;miens, 

the _!::,kai group, is negotiating \\'ith the trench fc._'Tiily group Pail lot the· 

marketi~g of hi~fi equi?~ent and the possible production(eit}ler· in 
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:~o~e than a million units a month ) . 

.f:.lso in other Eu.ropean countries ( Austria, Spain, Jugoslavic., 

s·:~eden and F'inlc.nd ) the Japanese industry is in the :orocess of 

taking up loc::.l partners. In Spain, in particular, Otsuka Ph2.rrr:aceutical 

has taken over Laboratories 11iquel ( Barcelona) - the first taken over 

of a E1.4ropean Jt.anufacturer of pharmaceutical product~ -, Nippon Piston 

Ring has conclud.ed an agreement with Techaoto SA ( permitting an 

initial monthly production rate of rings for cars of 200,000 to 

250,000 units ) and the Toyota group is envisaging to establish a 

300,000 cars a year factory. 

Some Jc.panese groups,moreover, have made agreements with European 

companies to operate, at the same time, in several European markets 

and even outside Europe. Thus, for exa~ple, Victor eo. of Japan/in . -~~" 
~ -}):~:: ... 

-i' -;t'k: 

·';gl joint venture with U .J. Fi tzman} is mc.rket ing hi-fi Victor equipment 
.i~;·-. 

~; a!1d -coloc;.r TV sets in the German market and in other European countries; 

~,,,•,.and Sakc.i ei1emical Industry eo. (in collaboration with the F'rench firm 
.Tjf07'-

.:~:;·11F'irnex SA 'Ymanufactures and sells Baritop in France, the U.S.A. and 
pt-;·-

jj -~~·-
'.'· '1't"' ·<-"' Finland. 
~ tf .. 

' 
' ' 

4.- JAP?.l'J'ESE INDUSTRIAL UNESTHENT IN ITALY ( Results of a survey 
carried out with fifty Italian companies operating with Japanese 
partners) 

In Italy Japan's manufacturing investment is still limited to a few 

companies such as SANYO ( for the product ion,· with EMERSON S .p.A., of 

colour TV and hi-fi ), HONDA ITALIA- IAP INDUSTRIAL£ ( for the production-

at Atessa,ehieti- of the motorcycle" Honda I25 Italia"), YOSHIDA ITALIA 

( for the production at Prarolo, Vercelli and at eampolongo, Ascoli 

Piceno, of zlp 5'asteners ) , TORAY ( synthetic leather ) , TE.IJIN ( 
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polyester fibers ), PRODECO 
; 

for the_production of a liquid to 

pu"ify 1i.'2ter ) in "'hich the ENI group firm ANIC has a c-,c:jority 

?Crtecipat ion ) . 

'There is ,the~efore, considerable room for expansion of manufacturing 

facilities in Italy, notably in the new sectors ( such as, for ex2nple, 

tl1e joint-developm8ltt of pilot plants of tuna fishing in Sicilyi7 , the 

.. 
planning of a new generation of civil aircraft, the ?roduction of solar 

""energy plants ( for which Italy is endowed with a more advanced 

" IS 
technology ),etc. 

The besis for industrial ventures between Italy and Japan are, in 

increasingly being fostered by a""growing number of technical 

ar.d co::1mercial cooperative agreements. Thus, in particular, ZANUSSI 

'" ( ';;hich is trying to strengthen its position on the European market) 

and HlT.O.CHI ( which provides its technical knO'l' how ) have signed an 

agree::1ent in the electrical/ electronics engineering field ( television 

sets, stereo equipment, refrigerators, 'Hashing machines, etc.) ; 

Ishikcwocjima- Hc.rima Heavy Industry is cooperating with the 

shipbuilding yc.rds of l">onfalcone ( Venice ) and lHTSHUBISHI ·eo. has 

reached ocn agreement with Lanerossi S.p.A. ( State-owned ENI group ) 

sales of Lanerossi textile products through l'litsubishi's 

distribution network. 

is also the exchange of technical and scientific 

informetion, for example, in the field of high-frequency telecommunication 

\Vi thin the 5'ramework of experir:·rent '11 lJ~f'O~Tc-u-nn;es cc:rried out \l_ri th the 

" Sirio " setellite and with the Japanese C. "s. ( launched successfully 

last Decer:1ber ) • 

i'u.t·~;_re of industrial cooperation the interviey:s ·ee have had 

~ith about fifty Italian companies listed in the A?pendix 

s:::c:l~-e.nC.-mediu:n sized ) U!1derJ ine t11e follo·:.rinc ~~jor ?Dints: 
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lst - o~:ly a fe~r cor~:pe:nie-s at the moment seer.1 interested in 

grasping fully the ~dv~ntages of joint-ventures includin~ 

reciproc~l benefits especially in the form of developing t·'-'o-

•;;ay c:rade in manufactured goods ( as is done, for inst~nce, by 

the DURST eo. which buys optical instrwnents from ASAHI PSNT.I\.X 

in recurn for distribution, by the same Japanese corporation,of 

its own products in Japan ) as well as restoring competitiveness 

to viable small-and-medium sized firms ( as is done, for instance, 

by El-ERSON S.p.A. which- being associated with S.t.IJYO- can now face 

the com?etitiol;'l o£' the European multinationals and eve!1 start 

d . . . · h ) I9 a optlng ploneerlng tec.nology ; 

2nd - the majority of the Italian firms seem, instead, skeptical 

of consistent forms of industrial cooperation with Japanese industry 

( which is seen as a competitor in all markets ) , because of : (a) 

the lack of experience/ communication/ information; (b) the fear 

that their o•>.'TI technology might be imitated and,later on,perfected 

alo~1e by the Japanese ( slnce it would appear that they do not 

respect pa.tents factory marks and other rights of private 

inventiveness ); ( c) the hesitancy of the Japanese themselves 

ma.inly for psychological reasons ( relations with the trade unions, 

strikes,etc.); ( d) too long negotiations. 

3rd - the majority of the Italian firms already operating with 

Japanese partners,however, aware of the growing difficulties in 

. . 20( . h f . 1 lmportlng Japanese products hlg costs o tra.nsportatlon, asses 

incurred in Italian ports and customs and increasingly systematic 

assessment of origin, full priority - in the concession of trade 

licences - to the most irnportant enterprises leavins small .firms 
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•;.:ith smal·l quantities ) view ,_~,ith fc.vour : (e.) the estc.bJ ishf.'lent 

of CQ~~ercial ties ( notably with those Japanese corporations 

·;hich, by )'roducing in ldcs, o;:>erate at lower costs ) ; (b) the 

setting~£ joint-marketing ventures ( to improve competitiveness 

in Surooe and third countries' markets ) ; (c) the oroduct ion in - -

Italy ,,_,ith Japa..Ylese licence agreements; (d) the building in Italy 

of more locally-made components (once the Japanese manuf"lcture 

their products in the country). 

4th - several small-and-medium sized firms, in addition to seeking 

a Japanese partner, would like ( notably by means of frequent 

contacts to establish direct links with their equivalent in Japan 

(instead of passing through the tradings ) for a mutually useful 

exchange of experiences to create a mutual sense of confidence and 

face together marketing problems with reciprocal information 

advantages. 

5th - some other firms would also like to see the establis)J.ment 

·of a joir,t consultative corrJnittee (including qualified govermnental 

officers ) to study ,._,ays of developing " co-:orosperity" industrial 

and CO?TLCJerci3.l ties as well as to prevent clashes ( such as those, 

for instance, ,,_,hich occurred bet1:1een Yoshida Italia and the Italian 

Association of Zip Fasteners21 as well as between Nippo Electric Co. 

and STS in Greenlan~2 ). 
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5.- rOREIGN 'l'DUSTPIJ..L HNESTl·:ENTS IN .TJ..?AN 

Apart Erom four sectors ( industries linked to agriculture;fishing, 

forestry and mining; the petroleum industry; leather and leather 

working ) direct foreign investments of capital are completely 

unrestricted in Japan. The govermnents' liberalization progra~"e 

begun in I967, a time when foreign holdings could in no way exceed 

a ceiling o!' 50 per cent of company capital. In !-lay I973,in 

accordance with the directives of the 02CD, the goverrnnent scrapped 

this ceiling for some industrial sectors and authorized holdings of 

more than 50 per cent. From I975 onwards,moreover, it is possible to 

set up undertakings in Japan fully financed by foreign capital. 

The major results expected by Tokyo from this liberalization are: 

(a) access to advanced technological know how; (b) greater competition 

with Ja::oanese enterprises; (c) reorgc.nization of certain industrial 

branches (not yet very structured); (d) reduction of trade imbalance. 

The overriding attractions of Japan to foreign investors,instead, are: 

(a) the conswner market potential ( not ably for top quality products, 

the Jc.pccnese consumer being -probably- the most quality conscious in 

the world ) ; (b) the access to the sales and distribution net\':orks of 

the Japanese partner ( by-passing the complex and costly Japanese 

distribution system); (c) the necessity cif easing the way through 

bureaucratic and administrative obstacles 23 as well as being saved by 

the trouble of having to hire labour directly from the open market; 

(d) the undertaking of industrial projects as >:eil as of exports to 

third markets ( such as modernizing China's industry, establishing 

oil joint-ventures with Saudi .Arabia and other oil producing nations) 

through Jepen' s leading trading corporations ( d1ich routinely engage 

in large-scale business with third countries ). 

Thus, 2~o·u.~d 5,000 foreign cor?oratio~s e.re no··:.· OFerc.tins- in ]ap2.n 
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and ::J.n increasing nu111ber of ne\i.· e:ntr1es are ex;-ected, not L;.bly 

by m2ans of joint-ventures tie-ups arr<::.nsed on a shcre exch,:;.nge 

b~sis ( seen in Japan as a sign of good faith ) in which both 

~a~tne~s play a specific and appropriate role. 24 

6. - I":'/-.1 IAN INDUSTRIAL INVESTHENT IN JAPAN ( Pe sul t s of 

a survey carried out with fifty Italian com?anies operating 
wit:h Japanese partners ) 

In Japan Italian's manufacturing investments have remained 

~are. There are, however, striking examples of,successfull 

ventures. OLIVETTI has a plant with a "ork force of 2,500; 

JA?AN-CP3SSI-SUB dominates the sector of diving equipment (with 

products also locally made with licensing agreements ) ; cm~AU 

IllDUSTRIALE S.p.A. of Turin has an agreement with Toyama Hachine 

•::or:ks permett ing "!-lorando" lathes to be. made in Japan to by-pass 
11 

:import: controls; several fashion houses ( MILA SCHON, PIATTELLI, 

F'SIIDI, LATIZIHE, SARLI, TITA ROSSI, LANCETTI, GUCCI, HERJ1ES, 

BAROCCO ) enjoy great reputation, 

In t!-,e lest few months, moreover, FINl:ECCANICA has explored the 

possibility of establishing co~mon ventures in third countries 

,:.< ( notably in Hungary - to take part in the enlargement of a steel 
. ,,,, 

complex - and in Latin America to implerr,ent several important 

projects ). Some other Italian companies, in addition, concluded 

licensing and commercial agreements which seem to lead ( at 

app~opriate times ) to the setting up of trading and industrial 

ventures. Thus, HONTEDISON ( obtaining recognition of its 

polypropylene patent ) reached an agreement with Ube Industries 

intended as a first step of a wider industrial collaboration in 

the che!.licalS sector; PIRELLI made an ag:ree.-nent '>1.'ith Tsubakimoto 
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to produce c.nd sell the vhole set of Isorcm strce?-serr~ted 

gearing for vehicles and other industrial uses; SNAJ"J PROSETTI 

(ENI c;roup )'with the leading food firm Snow Brand of Tokyo to 

;:;roduce in Japan de-lactosided milk ; BASSETTI S.p.A. with 11tsui-

Ai, Kondo, Kurabo to reproduce in Japan its " styling " in 

exchange of royalties as well as of the initial introduction of 

·• · its products with its own trade mark. 

As to the penetration in Japan of the small-and-medium sized 

firms the following ideas and proposals were stressed by the sample 

of the Italian compc....""lies that we interviewed: 

lst - the Japanese market - besides teaching a lot at technical 

level ( since all the most up-to-date innovations can be found in 

this rr,c;rl:et ) - offers large and interesting opportunities for 

;;}.,' It al ia:1 ?roduct s, not ably for high-technology goods, infrastructure 

,i~:iJ projects ( especially relating to housing, city sewer systems,etc.), 

high fashion and sophisticated articles ( with a top brand-ne.oe ) 

and, more in general, for all products representing a novelty ( 

of toxic products ) as well as the expression of inventiveness and 

talent ( i.e. automatic machine, machine-tools,etc. ) ; 

2nd - lice!1sing agree.'llents lead to limited success owing to: (a) 

the passivity and the complications of the agreements themselves; 

(b) the slo,,ness of the distributor; 

3rd - a growing number of the Italian firms are,therefore, aware of· 

the necessity of undertaking manufacturing and marketing tie-ups 

with Japanese partners to: (a) penetrate effectively the local 



rr·Z!r}:_et; (b) O?Cn up new opportUnities in necrby third countries• 

markets ( such as China, South Korea, Tai~an, the Philippines); 

(c) by-pass stringent anti-pollution standards, quot~s ( on_nroducts 

like foot·c;ear, ski boots and silk yarn ) , technical verifications 

( for instance by the ~inistry of Health ); (d) reduce the fantastic 

mark-ups of wholesalers ( through which most products have to pass 

.. <:.which make Italian goods sell in Japan at inflated prices . 

.-.:.4th - there is,however, a gap of knowledge and of understanding 

betv.'een the small-and-medium sized Italian firms and the Ja}Oanese 

; world. Such a gap could be filled by favouring ( personal or group) 
"'i:'l 

direct contacts ( notably with the small-and-medium sized Jananese 

firms "-'hich, as ·in Italy, represent in Japan the backbone of the 
·~- ~ 

'\economic system ) aiming at eliminating delicate problems ( i.e. the 

'-~}t,."_ . 
:c>,J•protectlOn of Italian trade names and patents from encroachment by 

/<;j,_ 

:;;1~' · 2s 
-~~·Japanese con-:petitors ) as well as establishing mutual confidence and 

¥.~· 
£~~- ir.tprovi!"lq the kno\vledge of the Japanese market. 
·-.-4' -

-;~1:~_.' .. 
- "jj};.I;,~: 

~~~th - •;.'hile the e>:istence of this gap persists the Italian fi=.s 
-:~.": 

:}.'!~;prefer to entrust their own ?roducts to the Japanese tradings (which, 
·:~~~t":.;~ 

~~for a consistent a~ount of business, provide accurate financial and 
~~-. 

"~·technicel assistance ) or to Japanese/ European agencies/operators 
l~r·"' 

.:. in Italy/Europe ( with offices in Japan ) fa'!liliar with the Japanese .· 
market. P.lternautvely, they resort to an agreement with a chain of 

.. stores ( allowing permanent commercial relations ) or to production 

in Hong Kono / South Korea sellino from there to Ja?an es well as to - I ~ 

other Asiatic markets. 
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6th -to overcome difficulties in entering tl1e J~p2nese market 

several requests are also specifically addressed to the Italian 

au~horities in order to: (a) allow - at a reduced cost of 

travelling - more frequent visits to Japan by the technical 

,,, and marketing staff to establish personal contacts; (b) develop 

the business cem:re of the ICE office ( recently created in 

Tokyo ) into a centre giving permanent and specific support 

to those firms which cannot or do not want to create consortia; 
. :~;~~fiiJ;~:-~ 

CC) coordinate in Tokyo the fragmentary activities of the Italian 

business conununity, the ICE office and the Italian Embass~· '}fith 

the back-up of the Italian banks operating in Japan; ( d) set up 

ap~ropriate tradings for the small7and-medium sized firms which, 

in order to act as the counterpar-c of the Japanese ones, should 

~,2 s:oonsored by the IRI group~(e ) give adequate 'incentives to 

2'-'''"ec;reneurs who guarantee quality and reliability ( cutting, 

ins:ead, out the unscrupolous ones ) ; (f ) set up collaboration 

:c,echenisms among the various industries of specific integrated 

secc>:Jrs ( to follow a common strategy ) and of the same sector 

( c:o avoid ruinous competition ) • 

7th - within the framework of inter-governmental relations it 

is,moreover, requested that the process of mutual information is 
27 

i!!'.p!'oved and that the integration of Japan into the world economy 

is fostered by opening up bidding opportunities to foreign 
28 

suppliers and to allow joint-ventures to flout official import 

restrictions.2 9 
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( 1) H. Kahn & Th. Pepper, The Japanese Cha llenoe, Harper and PO\'.', 
I979, p.rs. 

(2) Agence Europe, Statemem:s by J-iessrs. Jenkins and Haferkamn 
at the F'inancial Times Euro-Jauanese symPosium, 4 l·lay I979. 

( 3) Ch. Smith, \olhy the EEC Lost Its TemDer 'i!i th JaPan, " The 
F'inancial Times '', 9 April 1979. 

(4) Ch. Smith, JaPanese Anoered by EEC ImPort Barriers, " The 
F'iY:ancial Times ", 9 April 1979; Agence Europe, Japanese 
Tndustrialists Consider Criticism of Their Country Unfair, 
3 F'ebruary 1978. 

( 5) Japan's import, export and overseas investment strategies 
interrelate. See: Soqo Shoshas and Japan's F'oreiqn Economic 
Relations, " Journal of V/orl.d Trade Law ", Vol.I3, n°.3, 
~lay/ June 1979. 

6) Such as cars, motorcycles, ball bearings, toys, etc. Towards 
goods which Italy wants to export - such as shoes and some 
agricultural products - Japan has a few import restrictions 
due to domestic reasons, but these are not discriminatory 
measures against Italy but are globally apFlied. Lecture at 
the Chamber of Commerce of Turin by Ambassador N .F'uj iyama , 
~~rin, 14th November I978,p.8. 

(7) Japanese consumer electronics companies - buoyed by the video 
tape recorder boom - are now pressing ahead with a wave of new 
products such as flat television technology ( ridding TV sets 
of television tubes ), laser-based audio systems (using pulse 
code modulation to reproduce sound almost perfectly ) and home 
facsimile systems ( using radio and TV wavelenghts for 
transmission). Japan's New Elect~onic Goodies, ''The Economist'', 
22nd April 1978. 

( 8) Japanese Trade, It' 11 All Come All Right One Day, ,. The Economist", 
lst September 1979. 

(9) G. ·Turani, F'iat accerchiata: americani, europei e ora i giaooonesi, 
"Repubblica", 26th May 1979; G. Turani, G .Aanelli denuncia l'inva= 
sione giaoponese, " Repubblica", 1 F'ebruary 1978. 

(ID) Thus, for instance, the American group Chrysler ( which has a I5 
per cent stake in Mitsubishi and whose sales network is in charge 
of marketing the Japanese cars ) is viewing of collaborating with 
J.:itsubishi l•1otors to promote sales of Hitsubishi cars in Europe. 

(11) "Eletronica Valtellinese" - a small firm producing consumer 
electronics goods - submitted to the Italian Ministry for Trade 
a detailed indictment against the practices of the European 
multinationals of importing Japanese products in the German market 
and sell them in Italy with a German trade-mark. Dalla RF'T Drodotti 
made in Janan, " Il Sole- 24 Ore'', 8 July 1977. 
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(I2 ) F. De La Trove; Les Japonais investissent a' l'§trancer 
moins dans le co;:Imerce et plus dans la Droduction, " Le 
}1onde", 3 April 1979; Jacan Starts Exportinq Jobs, "The 
Economist'', I7 December I977. 

( I3) The opportunities for Japan's overseas manufacturing 
investment in Europe are,however, not thought as 
interesting as on the other side of the Atlantic. D.l'iilson, 
Foreicn Investment Breakinq Records ? , " The Banker", 
March 1979, o.7I •• 

( 14) Over 50 per cent of Japanese investment in European industry 
is centred in Ireland. One of the reasons for the growth of 
Japanese interests in Ireland is that the Government,through 
the Irish Industrial Development Agency (IDA), asslli~es part 

( I5) 

(I6) 

( I7) 

(iS) 

( I9) 

(20) 

of the investment risk. Furthermore, the Japanese are unlikely 
to come up against much vested interest in Ireland. A last point 
is that Irish legislation is not found to be too rigid and 
oppressive. Jaoanese Investment, " Newsletter " by the Confederation 
of Irish Industry,ll September I979. 

Japan and Eurooe, " The Financial Times", 26 July 1977. 

Possibilita' di intesa fra Italia e Giappone ( Intervievl 
to Ambassador N. Fuj iyama ) , "Il Sole-24 Ore", I6 aprile 
I979. 

An agreement for the joint-development of a pilot plant 
of tuna fishing at Favignana Island ( between " Ente Sici= 

· liano di Promozione Industriale ", the leading Japanese 
firm Taito Seiko and Tokyo University of Fisheries ) has 
already been signed. 

Finmeccanica ( IRI State-controlled ) has, in particular, 
sent a mission to Japan to explore industrial cooperation 
in these sectors. 

Notably by establishing appropriate links with a small firm 
( SGS Ates ) whose production of " chips" can free Italy 
from foreign dependence. 

T. Dodsworth, Ja::>anese Cars and The Growinq Shadow of 
Protectionism, " The Financial Times", 9 February I978. 

(2I) A. Sarra, Chiusnre la'TIDO qiaooonesi, an open letter by the 
President of the Italian Association of Zip Fasteners, " 

• Il Sole-24 Ore ", 5 April I978. At present the Italian zip 
.. fasteners producers do meet regularly with Yoshida Italia 

to exchange mutually advantageous marketing information. 

(22) STS ( IRI-Stet controlled ) claimed to be the only European 
firm whose offer to build a telecOrrL'11Unication system in 
Greenland was equivalent to the one submitted by the 
Japanese competitor. u. Piccione, L'acoalto danese al 
Giaooone ora un caso CEE, " Il Sole-24 Ore", 20 A?ril I979. 
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(23 ) MITI often ch~nges labelling ~nd safety requirements 
afld the foreign company does not have the same kind of personal 
access to enable it to keep track of such things as readily as 
its Japanese rivals. Another hard problems for foreign manufacturers 
investing in Japan is to buy real estate. Joint Venture Problems 
in JaDan, 11 The Economist .. , 14 ~-~ay I977 . 

(24) Jaoan View of "Joint Venture ", The International Herald 
Tribune, 9 November 1976. 

(25) The protection of trade names and patents is made difficult 
by the language barrier. Registration in European characters does, 
thus, not n,ean protection in Japanese words. 

(26) The conclusion of cooperative association agreements bet1;.•een 
purchasing groups - such as the one concluded between Nippon Interior 
Chain ( Kobe ) and Europ!'.ische VObel Union ( to V~hich are affiliated 
t~1elve Euro?eail f·c<rniture coop-and-marketinc; groups - is another 
appropriate strategy to sustain the effor-ts of the small-and-medium 
sized firms. 

(27) Vlithin the framework of the Tokyo Round the Japanese govern11ent 
- in addition to agree to tests on cars for the Japanese market being 
carried out in Europe - has also taken the cormnittment of an im?rovement 
of mutual ir~ormation ( notably in time of changes in legislation and 
standards ) • 

(28) Despite the committment taken by the Ja?anese government in the 
Tokyo Round state monopolies - like Nippon -.Telephone and Telegraph­
are re1ucta11t to open up bidding op?ortuni ties to European suppliers. 

(29) P. Verkhovskoy, Une libert~ d'un usace difficile," Le Monde" 

Diplomatique " ( Supplement Japan), Paris, January 1979. 
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List of the Italian companies 
interviewed 
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(l) Metal oroducts and machinery: 

lAP Industriale- HONDA Italia, Ing. u. Biagini,Atessa(Chieti). 
( motorcycles ) 

JEB'S S.p.A., Dr. Fabbi Jader,director of the marketing office, 
via Masaccio, Mancasale, Reggio Emilia. 
( spare parts for cars and motorcycles ) 

LEM HELl·lETS, Hrs .Magnani, via Gramsci 3, Reggio Em ilia. 
( accessories for motorcycles ) 

GENEP.AL SIDER ITALIANA S.p.A., Vc. Carega n°.3 -BOLOGNA 
( steel products ) 

OFFICE PADANE S.p.A. ,Dr. Carlo De Paulis, Co~~ercial Director, 
Via Rabazzoni, 118/30, !10DENA. 
( printing machinery of the flexographic type ) 

ITALTRACTOR-ITl'l- S.p.A.- Dr. Enrico Zuccardi Nerli- Castelvetro 
( l-JODBNA) -

FIAT TRATTORI S.p.A. , Rag. Giovanni Bulgarelli, Deputy Director 
General, HODENA. 
( tractors) 

COSTAN, Dr. Renzo Verdelli, Assistant Area Manager, 32020 Limana/ 
Bl - (com~ercial refrigeration )-

G.D. SpA , Dr. De Martiis, marketing manager, via po~ponia n°IO, 
Bologna. 
( \\Tapping and packi!:lg. _machinery) 

SASIB, Mr. Melloni, via Corticella 87/89, Bologna. 
( cigarette \\Tapping machinery ) 

A.C.!1.A. ( Azionaria Costruzioni nacchine Automatiche ), dr. Ugo 
Grafe, export sales ma:1ager, Via Fioravant i, 27 - Bologna 
( automatic packing machinery ) 

ANSA HAPJHTTE, Hr. Filippo Pola, Finale Em ilia ( Modena). 
( spare parts for cars ) 

\·/RAP !1ATIC, Lippo di Calderara di Reno ( Bologna). 
( automatic paper-wrapping machinery) 

ELETTROJ.IECANICA VISCAT, V .le Santuario 42, CASTELLEONE ( Cremona) 
( servicing machinery of the machine tools for wood processing) 

s.c.H., via Emilia n°77 , Rimini -Rag. Polverelli-
( automatic machinery for wood processing) 

FINII:E ITALIANA MARPOSS, Ing. Harco Andina, Bentivoglio ( Bologna) 
( measures instruments for the mechanical industry ) 

DURST SpA - BOLZANO ( phototechnic company specialized in the 
production of enlargement apparatuses for laboratory uses ) 

ACCUtiULATORI ALTO I'.DIGE -BOLZANO ( klaxon, batteries and other 
accessories for cars and trucks ). 

LUCIANI, Ing, Luciani, Farm a ( auto::-,at ic machinery for the 
:oroduction of cardboard frames ) 

> 
\ 
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(2) Electronic£coods 

E:·:ERSON, dr G. Sardella,marketing manager, Via R. Bardazzi, I7 
Firenze ( colour TV, video tapes,etc.) 

PLESSEY ITALIA, Ing. P. Calvi, Sasso Martoni ( Boloana ) 
(telecommunications, domestic appliances, TV sets ) 

FARFISA , Camerano ( Anconal -musical instruments 

BORSARI SARTI , via Farini 7 Bologna ( i~ports ) 

(3) Electromedical Instruments 

BELLCO, Mirandola ( Modena ) -artificial kidney apparatuses -

DASCO, dr.G. Vecchietti, via modenese 30, Hedolli3. ( !1odena) 
-associated to the multinational SANDOZ- haemo-dialisis materials-

l1IRM;ED, dr. G. Bellini, Villaggio Artigiano, lcirandola (l1odena) 
(plastic products for hospital uses ) 

(4 ) Pharmaceuticals and Chemicals 

ERNEX S.p.A. ( chemical raw materials) -Dr. P. Corvi Hora­
Codogno ( ~lilan ) -via l-1. Borsa ll -

ALFA FAP~ACEUTICI - Dr. G. Agazzi, export sales manager -
( chemical raw materials ) 

R.<\.NDI G., Faenza ( Ravenna ) , Mr. G. Randi ( chemical products, 
notably tartaric products ). 

( 5) ~ 

BAP-AVELLI Import-Export, Hr. Luciano Baravelli, via Lazio, 19/A 
Zola Predosa ( Bologna) -imports of highly specialized toys -

CIGG ( Compagnia Italiana Grossisti Giocattoli)- Ers.G. Paggi­
Vla Gorizia,9 - Novara -imports of a wide range of toys -

( 6 ) Clothes and hiqh fashion products 

GIANPR.<\.NCO FERRE •, the commercial director, l':ILAN / Bologna 
( high fashion clothes ) 

LUBIAH , dr. L. Bianchi, Viale Fiume - l'!antova ( clothes ) 

BASSETTI , dr. G. Viterbo , via michele Barozzi 3 -HILAN 
(textile products ) 
BORELLI G.& son, via Paolo Ruffini n°.I60, ~!odena 

( high fashion handbags ) 

NOLINARI , Mr. L. Ferrari, Via Emilia Est n~.999- Modena 
( high quality gloves ) 

JENNY - Ancona - ( high quality clothes ) 
HIAN - Ancona - ( high quality clothes ) 
CONFEZIONI ALEX - Riccione (Forli') - ( luA-ury clothes) 

~ffiGLI , dr. M. Marabini, via Larga 33 - Bologna ( high fashion shoes) 

IHCHOLOY, l·lr. A. Negri, Strada Eartinella n°.I54, PARMA 
( high fashion handbags and belts ) 

CAi<DAREJ,LI, v.le Hilazzo 26, Parma (high quality leather clothes) 

BORE:LLI G. & Son , via P. R;1;?fini n° 160, I:odena 
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(7) Furniture and Furnishina : 

ANONH:A CASTELLI, Ing. G. ?onzellini, President, via 
Torregiani n°.l -Bologna 

SALV.".RANI, Dr. G. Taddia, Baganzola .( Parma ) 

( 8) Ceramics : 

GRUPPO CERAJHCHE HARAZZI, Hr. Venturoli, Sassuolo (HODENA). 

IRIS (Consorzio Gruppo Ceramiche ), Dr. Vittori Augusto, 
via Ghiarola Nuova II9, Fiorano Modenese ( Hodena ) 

LA FAENZA , Via Emilia ?onente, Faenza ( Ravenna ) 

CERAHICA SENIO, Castelbolognese ( Ravenna ) 

H1PRONTA CER?J1ICA Spa, Mr.L. Lauritzen, Via Radici Nord 27-
Castellarano ( Reggio Emilia ) 

(9) Glassworks: 

BORMIOLI, dr. A. Henozzi, Parma. 

(IO) vlat ches: 

Ditta Lorenz ( Milan) 
Ditta Zanardi ( Bolzano ) 

( 11) Hine: 

CANTINE CAVICCHIOLI U. & Sons, via Gramsci 20 , S. Prospero 
Sulla Secchia ( Modena) 

CANTIJ\TE COOPEP-ATIVE RIUNITE, Hr. L. Sal si, via Gramsci, Reggio 
Emilia. 

CONAVI, Consorzio Nazionale Vini, Societa' Cooperativa, v1a 
Barchetta 85, Hodena - DrS. Cavalieri-

( I2 ) Industrialists Associations ·and Chambers of Commerce: 

Italian Associations of Zip Fasteners Producers ( Associazione 
Italiana Fabbricanti Chiusure Lampo ), Mr. R. Dal Negro,President, 
Piazaa Diaz n°2 - Hilan 

CHA1'1BER OF COHHERCE OF PARJ1A, Dr. R. Cervi - chief, export sales­
Parma·. 

Italian Association of Foot-wear Producers ( Associazione 
Nazionale Calzaturifici Italiani ), Dr. 0. Hercatanti,Via Dogana 
1 - 11ilan 
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The Italian companies were interviewed using the EollO\!.'inq 
questionnaire: 

lst - Do you have ( or do you wish to .have ) commercial 
relations '.l,rith Japanese partners ? Are you an exporter 
or a.."'l importer ? 

2nd - Since how long do you have business relations with Japanese 
partners ? Apd in which sector ? 

3rd - ~,.,;hc.t is your share of business with Japanese partners ? 

4th - By exporting Italian products to Japan which are the 
main difficulties you have to face ( with the customs, 
the distributors, the agents,etc.) ? 
In your view which is the best strategy to penetrate the 
Japanese market ? 

5th - Do you use the assistance of the ICE and/or Italian 
Embassy offices in Tokyo ? 
Do you have any suggestions to improve the ICE services 
in Tokyo ? 

6th - Do you have ( or are you interested in establishing ) 
manufacturing and/or marketing tie-ups with Japanese partners ? 
In the affirmative can you tell us your experience 
stressing the advantages and the drawbacks ? 

7th - Do you have any concrete proposals to i~prove your 
presence on the Japanese market as well as to ameliorate 
economic ties with Japan ? 

8th - Is it of interest to your firm to co-operate \Vith the 
Jaoanese industry on third countries' markets ( such as 
China, South-Korea, South-East Asia., Africa, the Niddle 
East, Latin America ) ? 
If you have any experience can you tell us your. point of 
view ? 

9th -·If you are a:n importer of Japanese products can you tell us 
which obstacles ( customs, quotes, distribution,etc.) you 
face to foster your sales on the Itali~~ and European markets ? 
Do you know, in particular, any group which opposes your 
L'l\port s ? 
In the affirmative can you tell us your experience ? 

lOth - Which are your major competitors on the Japanese market ? 

i 
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Some proposa1s regarding economic cooperation between 

E,E,C, and Japan in emerging countries 
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~~ Negotiations in Geneva has produced a series of 

agreements which are expected to check the trend to 

protectionism and to provide an important bo17est to 

international trade. This complex operation culminated an 

12 April with the announcement that the Trade Negotiations 

Committee had reached broad agreement bn the issues. As 

with previous rounds, attention focuses naturally on the 

tariff levels. Thus over aneight-~ear period (beginning 

on 1 January 1980), the industrialized countries have 

agreed to reduce their import duties on many thousands of 
•VIZ-

products. As far as Japan and EECVconcerned, the averqge 
. (/ .... :-.{ -. 

depth of ~ on a global basis will reach respectively 

I 

50% and 25%. Japan's reduction, even1?f applied to the 

e~ 

theoretics tariff of 1974, is thus of the biggest 

among all the participating countries. Moreover, the 

Japanese Government has publicy announced its intention 

to take necessary steps to carry out implementation of 

tariff reductions agreed to in the Tokyo Round. 

An important new development in the latest round 
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of MTN is the series of agreements reached for the 

first time on a broad range of non-tariff measures. In 

this respect too, Japan worked-along with the other 

MTN participants, to arrive at an agreement aimed at 

eliminating non-tarrif barriers • 

. These recent developments can thus be considered as 

Japan's new will for a subsequent strengthening of that 

gradual liberalization process wich began in 1964 when the 

eountry jained OECD. 

In spite·of this, the trade unbalance between 

EEC and Japan has been growing at a steady pace and is 

~~-. .e. . 
now approaching the level of 1 billion doJI'ars, according 

to japanese data. -· 
The reasons of Japanese surplus lies mainly in the 

high industrial productivity and in the effectiveness of 

commercial policy pursued by Japanese firms in Europe. 

This is undoubtful, and in these last years various 

studies· and reserches have cont:r;iputed in rendering more 

k.//J4kl•fCl/ 
clear the reasons of Japanese ' To claim, as 

europeans have often done, that Japan still ·holds high 

trade and non-trade barriers and that Japanese firms 
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are practicing dumping is _ _ -~ juite .·. 

_ misleading.;.' 

Furthermore we have to bear in mind that, 

due to the conclusion of the Tokyo Round I in t_ he. next decade 
I - _--
~here will be little margin for significative reductions· 

Jn ttade and non-trade barriers. 

In order to find a solution to the trade unbalance 

roblem it is necessary to start from a pre·cise fact. 
/ 

he lines of commercial policy along which the negotiations 

Detween EEC and Japan have moved during these last years 

'Jave not reached any positive conclusion; in ·the meantime 

I - - . 
~he solut-ion of such a problem appears to be every day 

larder and harder. In fact, the wider the dimensions of 

luch unbalance, the more difficult seems its elimination. 
I - - -
Besides, we-'. have to take into account that the a growing 

I -
unbalance risks to provoke the rebirth of dangerous 

Jrotectionist tendencies. 

A. possible solution cannot but be based on two 

istinct points. The first relates to a new interpretation 

. ,,, 
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of coiiiillercial policy viewd both as a tool for exchange's 

AM(:;,"""'"'' 1::. ·,.._~ 
planning and as a mean preparaed to help the 

specialization of labour.The second point should involve 

not only the EEC-Japan mutual relations but moreover 

the possibilities for an effective cooperation between 

these two areas in the Third World development progra=es. 

Let us. try to consider in detail these two points. 

Up to now the approach:- to, commercial policy has been 

generally caracterised by the attempt to attain a surplus 

or an equ~libriurn in the 

short-sighted view, 

To 
trade balance. ~ . such a 

t" w b ., t-~ [:;., t-:._ 
,we now need ·'!fa more for . V 1.. 

reaching 

approach which should emphasize the necessity to promote 

a sound development of_the economic relations between·the 

two trading partners. By "sound development of the economic 

relations" we mean that international trade should promote 

the realization of economic and social objectives in the 

The task we are now facing is to cheese the appropriate 
. .L. 

tool. 

·.The real problem do not lies 

I 
I 
I 
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in a simple choice between protectionism and free trade • 

. . i -·- .. 
't~i\ 

.-The difficultiesla few sectors of . ,_·. 

European industry had to cope with, because of sharp marke_t 

inroads made by Japanese ·goods, is an example which 

is enough to illustrate the need for a decided attempt 
.Q,?.r ~.:.:1..'...-.. rl.~ I 

of planning.However it is extremely important 

I 

to emphasize the fact that exchange~ planning,should 

not be considered as a different label for protectionist 

measures.-------------------~--------------------------------------------/ 

___ The latter is an unilateral policy which takes 

aim at excluding a product from a certain market.The p _.r:..v..v.n_ 

· · _' is a bilateral policy, freely agreed upon between 

the two trading partners, who aims at an orderly 

. /)" (D-cv"l-5(. 
development of commercial relations•f9r' ·,. the attainement 

of free trade must be the ultimate goal of such a policy.' 

but it has to be reached through a ·. : .. 
1-n..;.j~ 

This is not only , in case of EEC and Japan but also 

as far as industrializing and less developed countries 



·.·: 

are concerned.~ 

As we have· seen above, to promote a really new 

type of commercial: policy we have first of all to get 

rid of the-mercantilist view of mantaining a surplus 

or an equilibrium in bilateral trade relations. Indeed 

in the present gloomy scenario of world economic out~ok, 

the only possibility for both Japan and Europe to 

. A, 
av~id a dangerous s~aining in their economic relations 

is to conceive a commercial po~icy aimed at realizing 
. ,_ t· \' -·~-·1..'~1.1:.'~ ... ·--f( -·· {'·"-'-..-----

a more widespread :Specialization of labour. 

But it is worthwile to repeat that in order to do this 

. we will have to get over the concept. of trade balance. 

This does not necessarily mean that trade balance should 

be disregarded, and in the next pages we will see 

through what mechanism a compensating element could be 
~N~' 

prepared in case ; :/ unbalance (and this_ is the 

most realistic assumption-)> would arise. 

.--.-·-,-, 
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Naturally a policy of exchange's planning would 

entail the adoption of selectiv@: measures and thus_ 

it is extremely important to establish a serie of 

principles under which it should be possible to make a 
/'' .Gi-.,..-v~- J.__, 

precise .choice of the items whose trade should be : 
. .,-v . .-, k1v.~o, C. ·(Y • ...v.f<_ 

in order to realize a better ·'-- - -.- specialization 

of labour. 

The main problem in this selection is that in 

case of EEC and Japan the product cycle theory doesn't 

work as in the case of international division of labour ' 
/ 

between advanced and less developed countries. Furthermore 

the problem is complicated by the fact, as pointed out 

in a .recent study by OECD, that "following the example 

of Italy and Japan in the 1960s, several NICs (newly 

industrializing countries), including lately Hong Kong, 

Korea and Brazil, have started to reduce the share of 

their exports of manufactures from the typical old 

industries ... There have also been-continues· the report-

attempts in recent years to short-circuit the product 

cycle. Thus, countries with ample financial resources 

but a backw~rd industrial sector (e.g. some OPEC countries) 
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have -established new production units, notably in 

petro-chemical and steel, with the most advanced 

tecnology". 

If that is so, advanced industrialized countries 

(AICs) are! facing the problem of international division 
T-'t: .. .l) iCe.. 

of .labour on a : front: on the first we find the LDCs; 

on the second the NICs and some capital surplus oil 

exporting countries, an the third the AICs among 

themselves. We can broadly classify industrial manufacturing 
. 1~ ~,---"'-. . 

a-~~i vi_tie:~ ,_ a~c,ol:"~~Il_g_ to · ~-:..: -~ productive factors 

-~-intensity, in labour intensive industries, capital in-

tensive industries and technology intensive industri~ 
. -------··----. . . 

r~----· The first and partially the second are more and 

more becoming the dominion of LDCs and NICs.In this 

perspective the main development perspectives for AICs 

lies in technology intensive industries. It is thus in 

this field that AICs, and in our case EEC and Japan, 

should- strive hard to succed in finding, an horizontal 

speci_alization of labour which in?tead of causing 

protectionist strains will promote the trade relations 

between these two areas and also their collaboration in 

I 
I 
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the industrialization process of LDCs and NICs. Indeed, 

in our feeling, the problem of the cooperation between 

EEC and Japan is a truly important one and we will come 

later back to .this point trying to relate it to the 

already~~entioned necessity to find a compensating element 

to trade unbalances. _ 

We have thus singled out, even if roughly, a set 

of products (tecnology intensive) .which should repre-

sent the care of a trade agreement between EEC and Japan. 

We are perfe'ctly aware that restricting the problem to 

te~nology intensive products could seem artificial, actually 

this approach leaves out the quetion of Japanese steel, 

ships and cars exports to Europe, but what we are mainly 

interested in finding out new is a line of development 

of euro-japanese economic relations. Furthermore, at 

least as far as steel and ships are concerned, Europe 

and Japan will have to face~from now on~more and more 
I J 

t!].e competition of NIC$.. Thus in a perspective view . $ . 

European. industry will have to cape more with Brasilian 

or Korean steel and ships than with Japanese steel and 

ships. 
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Naturally high technology products constitute a 

very heterogeneous aggregate ranging from sophisticated 

capital goods to high quality consumer goods. Certainly 

a careful sectoral· analysis involving a comparative 

study of the productivity and the relative weight of 

each sector in total employment could represent a good 

starting point to select these products whose trade 

should be enhanced, even if, an temporary basis. in 

C-
limited quantities. The reason for the clfice of the 

first indicator (comparative productivity) should.be 

self-evident.For 'instance it would be a waste of 

resources if european industry would engage in a intensive 

R & D effort in such a sector of electronic industry 

as high-fidelity stereos.At the same time
1

productivity 

is not enough to give us a real picture of a certain 

sector's situation and importance in the overall produc-

tive system.In fact we cannot over€ook the impact of 
. 

_..:-{_·· 
imports on the employment at sectoral level.As far as 

possible the horizontal trade specialization should be 

a smooth and gradual process through which production 

and employment will shift to priority sectors. But in 
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Order to ensure this we will have to go through a very 

t"nML-
well conceived exchange)'~ planning. This is . . both 

in case of Japan and EEC member countries. The fulfilment 

of such a condition is one of the indispensable ingredients 

for a significant development of ~uro-jap~nese trade. 

Actually the relative share of Japan in EEC foreign 

trade is marginal, and the same can be said in the appo-

site case. At any rate, even if at a moderate pace, our 

:(_.:!,.. 

f~ling is that in the direction we have thus f~r outli-

ned there will be some concrete possibilities for a growth 

of EEC-Japan trade even.in relative terms. 

Only after such a long and complex iter it will be 

appropriate and productive to introduce and debate the 

problem of trade and non-trade barriers. Indeed this 

·will have to be a final point, not a starting one as 

recently has been the case. 

Let us now come to the .second of the two points 

on which we .think should be based a strategy aimed at 

. improving EEC-Japan economic relations: the cooperation 

. - ., _· 

in the industrialization process of third ~orld, and 

more generally in third countries. Is this a problem 
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·which is strictly linked to the accomplishment of that 

new~ype of commercial p~licy we have previously 

outlined. It lis out of doubt, or. at least highly probable, 

that in the next few;years, in spite of the possible 

adoption of an exchanges'. planning plicy:, Japan will 

mantain a certain trade surplus in front of EEC. This 

fact, as already mentioned
1

should not be considered, 
. ~ 

perse, as a thing to be avcided. After all we have 
I 

said that. the scope of commercial policy should be 

the promotion of international labour specialization 

and consequently of growth and employment, not a mere 

mercantilist one. However in order to ave.id any possible 

drive toward protectionism.a compensatory element could 
I 

be represented by a more active cooperation between EEC 

especially in LDC~ and 

cannot import from EEC enough goods and services to 

compensate her exports, she should try to involve Europe 

more deeply in joint ventures in third countries. This·. 

would not only check any trend to protectionism but would 

also pave the way for the achievement of the targets of 
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commercial policy. At the present moment we have just a few 

.examples of such a cooperation like for instance Tuba"...o-o 
'· 

steel works in Brasil, a joint venture between Brasil's 

piderbras, Italy's Finsider and Japan's Kawasaki Steel. 

Another example, which lies in the field of financial 

cooperation in third countries; is a project by Western 

banks and Japanese banks to establish a joint-venture 

international bank in Hungary. The main activity of the 

bank will be the financing of foreign trade. T~us, 

. the financial cooperation in third countries is likely 

0 . 
to smoth the process for. the formation of joint ventures 

in the industrial field. ·The perspectives of such a 

cooperation can be considered really bright. LDCc and 
NI C) 

are undoubtedly needing Europe and Japan for their 

technological necessities, therefore there could be 

various opportunities for a Euro-Japanese joint participation-

in order to realize industrial plants. 

The achievement of this target calls however for 

·somefurther qualifications.As has be.done within the 

European Community/it may be found necessary to go farther 

towards cooperative or even integrated industrial policies. 



·However, to.be realistic, harmonization of industrial 

policies are unlikely and probably impractical. In order 

to coordinate further the discussion between EEC and 

Japan to implement a_sort of common industrial policy 

towards third countrie~1 an EEC-Japan Working Party should 

be created, sponsored by both industry and government. 

The primary task of this Working Party would be to 

select among the different projects those most suitable 

for a formation of an Euro-Japanese joint venture and 

to find in respective countries the firms interested 

in taking part. 'rhe natural flexibility with which this 

Working Party could act will assure its prompt adaptability 

to the different market situations. 

_..:..Fl< 1-u ass a.!~ 
Before coming to a. conclusion·. to· stress 

a point directly connected with euro-japanese joint 

ventures and plants'exports to LDC~ and NIC~. 
·.<f .'1 

The phenomenon of trading companies is now well 

known in Europe, and in Italy we are now perfectly aware 

of their substantial contribution to the enhancement of 

foreign trade.In a certain way the trading company model, 

or b(!tter some of its features, fits quite properly the 

··' 

I 
I 
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needs of a certain part of our industrial, sector. 

Actually small and firms could find, through the 

establishement of trading companies in Italy,· a good 

channel for the enhancement of their export~.But we have. 

to be realistic and adept a step by step strategy. Trading 

companies, at least in thelr ~apanese version, are 

C'Q deeply re~ted in the Japanese way of doing business and 

have a long historical background.However the principae, 

in itself, can be usefully borrowed and adapted to 

Italian reality though the formation of the so called 

export consortia. At present we have a few examples of 

export consortia for small and medium firms, especially 

·in the mechanical sector, which are particulary active 

in exporting parts of plants.Thus when fully developed 

they will be surely able to cooperate more closely 

with big engeneering firms in the costruction of 

industrial plants in the Third World. 

Surely Third World .will probably continue to expand 

imports ~from the industrialized countries, reflecting 

the purchase of equipment for development. This will 
'-

help some sectors in the industrialized countries t6 
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grow and thus to offer employment to people who move out 

of the sectors into which inroads are made by LDCi and 

NIC$ exports.Consequently it becomes extremely impor-

tant that EEC and Japan will act cooperatively in order 

to speed up the process for the realization of an horizontal 

labour specialization mostly in high technology sector. 

But in order to achieve this point we will have to go 

through the steps of a new commercial policy implying *""" cf-. ,.._,_~J... have _ · · as exchanges'planningVthe enhancement 
. ) 

what we 

of Euro-Japanese joint ventures which will undoubtedly 
• 1 

bL·"-'-{../'" (.Lv\.. 
,· l . 

be .... :· i_:_ - ·. if in Europe; and particulary .in Italy, 

export consortia for small and medium firms will become . 

a more widespread reality. 
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Nr. SoichiroHonda. 

_) 

Thank you, Mr. Chairman 

Italy, which is the birthplace of Latin civilization, 

has not only made great contribution to modern civilization, 

but also, in my opinion, is the ideal place to seek solution to 

numerous problems created by modern civilization. The Vatican 

has long been the spiritual home of many peoples. The fact 

that Latin civilization has been the driving force of·the history 

of mankind is exemplified by the fact that we still talk today 

of the Roman Empire, Renaissance and humanism. All these 

thoughts make me . feel all· the more honored. to be given this 

opportunity of speaking to you in this city of Rome. 

The theme of my speech is "Automobile and Energy". Tcday, 

it has become impossible to speak of almost any subject withcut 

touching on energy. 

Italy, Japan and many countries in Europe have the common,· 

problem of scarcity in oil resources, .which is giving a headache 

to all of us. The energy problem is not as simple a matter as 

availability or unavailability of resources.- As symbolized by 

petroleum, the energy problem is a very contemporary theme in 

which political, economic, environmental and other problems 

are-intertwined with each other in a complicated manner. 

- -------------------------------------------------
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Against such background, I now wish to speak on what is 

true energy conservation-in transportation. It·seems to me 

that with regard to the energy problem, automobiles are 

somehow treated as villains, because of traffic accidents, 

noise, air pollution and the current oil shortage. In many 

countries, reducing gasoline consumption of automobiles has 

been given a top priority in. energy saving policies through 

such measures as reduced speed limits and restrictions ·on 

driving on Sundays. 

It has been my impression that among all countries of 

the world, Japan has the most strong feeling that automobiles 

are anti-social. Perhaps this is because the. Japanese people 

have the sense of incompatibility between automobiles and the 

society. 

Automobiles are strange things in that when you are.not 

driving, you often think they are nuisance, but once you get 

used to driving; you begin to feel that nothing. is more con-· 

venien t than cars. An analogy can be made with a piano·;· if 

a member of.your family is playing it, you enjoy listening 

to it, but the sound of a piano from your next-door neighbor 

could be most repulsive to your ears. This is indicative of! 

the fact· that each individual has this kind of ego, which, 

however, I do not think is a bad thing. 

::. 

! 

. ; 
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I believe that one's life becomes most worth liv~ng 

when one utilizes.the limited time of life in a most efficient 

manner. And this finite time of one's life can be utilized 

most efficiently by acting freely and quickly. This can be 

made possible by using automobiles. One cannot attain the 

freedom of individual movement from railways and buses,·whose 

routes and timetables are determined by someone else. Herein 

lies the true reason why automobiles have become as popular 

as they are today. 

There are two facets to energy saving with respect to 

automobiles. One is improving their fuel economy and-adoption 

of alternative fuels, and the other is to improve the running 

environment and usage of automobiles. 

Someone has once said_to me that improving highways would 

increase the number of automobiles, resulting in an increase 

in the overall gasoline consumption. This only proves. that he 

knows nothing about automobiles. ·The truth is that when high-

ways are improved, traffic congestions will be reduced, so 

that cars can run at higher average speeds; which in turn 

reduces gasoline consumption. You must remember that cars 

consume twice as much gasoline in stop-and~go traffic jam· 

compared with smooth driving conditions. 

l 
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I am afraid I have to skip the subject of improving 

the automobile fuel consumption, because discussion of this 

subject alone would take a good one hour. 

As for alternative fuels, I must say that although a 

wide range of reseach is being carried out, the present 

technological standards indicate that until about 1985 the 

conventional gasoline engine will continue to remain as the 

mainstay of the automobile power plant. 

A great deal of expectation is being placed on alcohol . 

as a possible fuel to replace gasoline._ Compared with ]asoline, 

however,. alcohol has only one half of calorie, and costs twice 

as much~ In other words, its efficiency is only one quarter 

of gasoline. Moreover, it requires a vast space of land to 

grow potato and eucalyptus from which alcohol is obtained, and 

transportation cost will probably be high. 

Another candidate is.hydrogen. But its colorie is only 

one quarter of gasoline, and, therefore, it is out of question 

today. 

Lastly, electric vehicles, which.at the first glance look 

good because they are quiet and do not emit exhaust gases. 

.;.•. 
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It must be remembered, however, th?t an electric car is 

po.wered by a battery, which must be charged with electricity 

that is tFansmitted by a power company to individual houses. 

One big problem is that the energy conversion ratio is ex-

tremely low at about 17%.· Moreover, at the present stage, 

the big size and·heavy weight of a·battery present a problem 

yet to be resolved. 

Lastly, I would like to speak on science and technology. 

As· an example; let us consider a nuclear powe·r station. The 

concept 0f. generating electricity is sound from the. view-point· 

of science, but it is technology that is creating problems. 

It has been known through science that by utilizing atomic 

fission reaction heat, steam can be generated perfectly. And 

it is the job of technology to control it properly. 

We must treat science and technology separately. 

Science·is a system of knowledge on facts, whereas technology 

is a· system of' means· to· achieve ~ri.' end; Sometimes technology 

develops with science as .the basis,·while in other occasions 

technology serves to systematize science like in the case of 

the invention of steam engine leading to the formation of 

·thermodynamics . 

p:. 
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What has been said by Mr. Aurelio Peccei, who founded 

the Club of Rome here about technology can be summarized as 

follows: "Technological development has, as its by-product, 

brought about a disparity between the rich and the poor. 

Moreover, technological civilization has created a disparity 

in technological standards. Technologies that have created 

such disparities cannot necessarily be regarded as having 

contributed to the happiness of mankind. Even within one 

country, there are people who benefit from a certain 

technology and those who suffer from it. Technology itself 

is not to. blame for this. Rather, this is a. result of 

· mankind being not sufficiently careful in the. use of technology:" 

What Mr. Peccei is trying to point out here is that 

successful development of technology merely means.that the 

conditions necessary for utilization· of that techrlology have 

been fulfilled but that without assessing how that technology 

may be used and what impact it may have, sufficient conditions·· 

are not met. I agree. with this whole heartedli; and· believe 

that this thinking can be applied to the problems related to 

nuclear power generation. 

If I may go one step further, I would say that anothe;r 

major problem lies in the fact that scientists have become 

_? ·· arrogant and technologists have become subordinate to scientists.' 

.::-
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Both of them should work togetheron an equal footing to try 

to solve problems. I hav~ been·: i::old that technologists, or 

engineers, simply follow the lead of scientists, and, as 

a result, problems cannot be resolved. I think this is totally 

wrong. Nuclear power generation has already passed the stage 

of theories, and is now in the stage of achieving methods of 

control. This is the area for engineers. When scientists 

try to meddle into the fields of engineers, problems get 

complicated. In this sense, automobiles are almost entirely 

in the hands of engineers,.and this. shows the degree of 

perfection achieved by automotive engineering and heavy respon-

sibility placed on automqtive engineers. 

History tells us that in the ancient days, people had to 

travel on foot. Then, horse-drawn carriages were invented, 

which were welcomed as wonderful things. But,. as the number 

of carriages increased, people began to suffer from flies and 

bad odors, or pollution in today's terminology. Then came 

automobiles, which do not have to be fed, which,;;tre clean, and 

which do not create flies. Automobiles were a trump card 

against pollution. Today, however, automobiles have become a 

major source of problems. Such problems as pollution and 
, .. 

accidents caused by automobiles should have been foreseen. 

Because no effective steps were. taken then, we now face serious 

problems. All of us must be very cautions about the future. 

,;:. 
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·In this sense, I believe that we must give a fresh look at 

human sciences. I myself am seeking to create a science 

that would enable us to have the foresight to the future, 

instead of achieving a short-term benefits or profits. 

No matter how you look at it, science and everything 

else is based on man. Without an accurate grasp of man and 

humanity, all scientific research would come to naught. 

Technology is nothing but a means of serving mankind. In this 

sense, knowledge about man must be the starting point for 

scientific research. 

In order to make our society and civilization more humane, 

cooperation is needed among science, technology, humane studies, 

literature and art. The relationship between man and science 

may well be a.theme.for mankind for ever. 

Leonardo da vinci was a poet and sculptor, and at the 

same time a scientist·and engineer. I believe it of great 

significance that efforts are made to solve problems of modern 

civilization here in Italy; which is the homeland of this great 

man of Renaissance. 

Thank you very much for your attention. 
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FINANCIAL AND ECONOMIC COOPERATION.BETWEEN JAPAN AND ITALY 

By Dr. Shigeo Horie 
Senior· Adviser 
Bank of ·Tokyo 

It is really a pleasure for me to have an opportunity to set 

forth my views on financial and economic cooperation between 

Japan and Italy. 

To begin with,,let me review briefly recent trade relations 

between Japan and Italy. One of the recent developments featuring 

trade performance between the two nations is· that Japan's trade· 

deficit with Italy has been growing rapidly. According to Japan's 

customs clearance statistics, exports to Italy:•amounted to 440 

million dollarsin 1977 and imports to 465 million dollars. Thus, 

trade between·the two nations was roughly balanced in 1977, 

though Japan had a trade surplus of 135 million dollars in 1976. 

Last year, Japan's exports to Italy rebounded and rose by 

10.3 percent to 490 million dollars while its imports increased 

strongly by 40.7 percent to a record high of 656 million dollars. 

This left Japan with a trade deficit of about 170 million 
' 

dollars. 

This trend has continued in~o this year. In the first six 

:-·· 

r 
' 



months, Japan's exports to Italy grew at a fast pace to 300 

million dollars,· rising by 33.5 percent above the level of a year " 

earlier, while its imports rose impressively ·to 440 million 

dollars, up by 66.3 percent from a ye.ar earlier. The resultant 

trade deficit of Japan works out .at around 280 million dollars in 

annual rate terms. 

In my personal view, there are two important factors behind 

-these-tradedevelopments. First, _Japanese exports·to-Italy are 

influenced primarily by economic developments in Italy. This is 

because principal Japanese exports are heavy industrial goods such 

as household electrical appliances, passenger cars, and iron and 

steel products. In fact, Japan's exports to Italy failed to grow 

when Italy's economy was in a sluggish_state in 1976 and 1977, 

but have been trending gradually upward since about the middle of 

1978 when Italy's economy began to recover. 

Second, Japanese imports from Italy include many items.whose 
I 

price elasticities are high. In 1977 and 1978, as you know, the 

Japanese yen appreciated steeply in relation to other major 

currencies.. Indeed, the yen rate advanced by 26 percent against· 

::. 
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the Italian lira between the end of 1976 and the middle of this year, 

and by the end of October last year, the yen rate had risen by as 

much as 49 percent. Reflecting the yen's sharp appreciation against 

the Italian lira, Japan's imports from Italy have been growing at a 

fast pace. Notably, Japanese imports ·Of works of art, traveling 

goods, handbags, and.high-quality clothing·have increased·noticeably, 

as the combined result of reduced prices of these imported goods in 

Japan due to the yen's appreciation and the latent preference of 
--· -'; 

Japanese consumers for high-grade articles. 
. ' 

The trade developments in the past few years suggest that 

Japan's trade balance with Italy might swing back into a surplus· 

when Italy's economy commences on the path toward recovery and if 

the yen does not appreciate sharply against the lira. According to 

the Pandolfi plan announced in September last year, .the Italian 

economy is projected to grow by an average of 4 to 4.5 percent in 

the years 1979 to 1,981. In addition, there is concern that, not 

only the trade imbalance between Japan and Italy but Italy's trade 

deficit with the rest of the world or Japan's trade surplus with the 

rest of the world will·expand again in the period ahead. In that 

event, protectionist trends in the two nations will be intensified 
_;:. 
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further. 

In view of these trade relations between Japan and Italy, I 

think closer financial cooperation is of great significance. Now, 

let me look into the present state of financial cooperation between 

the two nations. ,. 

First, Japanese banks have participated in a variety of medium-

term Euro-dollar syndicated loans. Recent syndications.in which ;. 

· .... 
Japanese banks have taken part in the groups of managers and 

provided substantial financing, -include a 200-million dollar loan to 

Ente Nazionale Energia Elettrica in January last year, a lOO-million 

dollar loan to Istituto Mobiliare Italiano in February and a 500-

. million dollar loan to Istituto per la Riconstruzione Industriale 

in October. On topqof these international loans, 1 Japanese banks .. 

have so far arranged two major syndicated loans to Italian ., 

entities. One is a 200-million loan to Hydrocarbons Bank Limited 

arranged in September last year under the guarantee of Ente 

Nazi_onale Idrocarburi, and another is a 200-million loan to 

Istituto per la Riconstruzione Industriale arJ;ranged in July this 

year:· The proceeds of the loans are.used by enterprises under the 

•·.·. 
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shelter of the borrowers to finance their expensive activities. 
- +: 

Second, Japan's direct investment in Italy, together ~ith 

:rnanagetial skills and technologies, has helped Italy in creating 
t 

employment opportunities. Here, let me cite some typical examples 

of direct investments by Japanese trading firms and manufacturers, 

notably ~hose of Japanese manufacturers' advance into Italy through 

their direct investments. Sanyo Electric Co. made capital 

investment in Emerson Electronics S,p.A. for the manufacture and 
•· 

sale of home electrical appliances; Toray Industries, Inc. made 

capital investment in IGANTO S.p.A. for the manufacture and sale of 

man-made leathers; Honda Motor Co. made capital investment in 

Industria Automotoa Gricola Produzione S.p.A. 'for .the assembling and 

sale of motor cycles; and Yoshida Kogyo set up two wholly-owned 

subsidiaries' for the manufacture and sale o:E zippers. and sliders. 

Speaking generally, however, economic exchanges between Japan and 

western European countries through the medium of direct investment 

are not so ~igorous, and those between Japan and Italy are no 

exception. Looking ahead from a medium- and long-term perspective, 

the European economy is expected to advance robustly with the entry 

i 
of.Greece, Portugal and Spain into the Buropean Community. And 
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the western E~opean countries will cont~nue to provide bases of 

broduction advantageous to Japanese firms. In this context, Italy 
' 

' ;·,;ith its relatively low cost of labor and abundant skilled labor 
' 

.~.could be a rirst choice for the advance of Japanese firms into. 
,•-·. ,. 

··,restern Europe. 

~~d.third, Italian entities may issue yen-denominated bonds in 

the Tokyo capital market. Foreign yen-denominated bonds. were first 

issued by the Asian Development Bank in late 1970. The market 

continued expanding in the subsequent years. Actually, such yen 

bond issues amounted. to 326 billion yen, or the equivalent of 1.21 

billion dollars, in 1977 and to. 827 billion yen, or the equivalent 

of 3.93 billion dollars, in 1978. In the first six months of this 

year, Japan's capital exports in the form of foreign yen bond issues 

decreased to 230 billion yen, ·or the.quivalent of 1.1 billion 

dollars, against the background of the swift restoration of 

equilibrium to the balance of payments this year. As domestic 

savings are expected to continue in excess of investment·· in the 

period ahead, however, the foreign yen bond market could be said to 

have been firmly established when viewed from a medium- and long-

term perspective. :---
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'· 
Unfortunately, there have been no cases of· yen bond issues by I'--., 

Italian entities. One of the reasons for this may be that Italian 

!· entities are concerned about exchange risks involved in yen's 

appreciation. As yen holding by nonresidents ·is expected to be 

liberalized furt;her as a step in the direction of yen's liberaliza-

tion,. however, the possibility of foreign entities raising relatively 

low-cost yen funds will be enhanced. Today, capital market 

. conditions in Japan are. not so favorable as at one time in the past. ,, 

But when. viewed from a medium- and long-term standpoint, yen bond 

issues by. Italian entities are highly possible and very advantageous ' 

to them, and will receive support from Japan's financial community. 

Next, I shall refer to economic cooperat1on between Japan and 

Italy in the third country. At this gathering last year, I talked 

about financial and technical cooperation between the· two nations 

in the construction of a steel mill in Tubarao, Brazil. In July 

this. year,. Isti tu to per la Riconstruzione Industriale, the Export-

Import Bank of Japan and the Export-Import Bank of the United States 

signed an agreement on joint financing·for the manufacture and sale 

of "Boeing 767" aircraft. This agreement requires approval of the 
i 
' 

respective governments. I think this .international cooperation is 
:-·-
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really_epcich-making. The respective financial institutions in. the 

three -·nations- are· expected to provide domestic finance to the 

manufacturing sectors of the firms concerned. At any rate, .the 

newaircraft as a-middle-distance civilian passenger plane, and the 

airbus "A 310" that has been developed jointly by six western 

European countries, in which Italy was not included# are considered 

"star" aircraft in the 1980's. Since the project for the production 

_r. 

of· "Boeing · 767"- aircraft calls for all the latest technologies 

available to the three nations concerned,.· it is very significant in 

- that it is suggestive of what economic cooperation among advanced 

nations should be in the period ahead. 

Finally, I would like to add that there is widespread concern 

that the latest substantial oil price increases will accelerate 

inflation and at the same time expedite deflation on a global 

scale. Notably, Japan and I.taly are so heavily dependent on imported 

oil that they will most likely face many difficulties in their 

f ,. 

•' :-
• 

: 
' ' 

t: 
~ 
f , .. 

., 

economic management. Such being the situation, there is the danger 1_ 

of protectionist trends being intensified all over the world. Here,' 

I would like to emphasize the importance of financial and economic 

· copperation as a major"restraint on the intensification of worldwide 
::. 
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pro~ectionist_moves. 

· .. , .. -;In·. this connection, it is worth pointing out that Japan and the 
:. :_ . 

. . 
·-"" 

Europe~ Community are to hold a meeting this autumn to discuss 
.. : .. 

··extensive industrial cooperation between the two. In particular, 
. ··-,._ '.:·::'' , . . __ ,..-

the two parties are expected to discuss the roles ~hey should play 

at both government and private levels in the areas of not only 

trade, but capital and technological exchanges and cooperation in 

the.third-market. 

In concluding my speech, I would like to express my fervent 

• - J 

hope that financial and economic cooperation between Japan and 

Italy will be further promoted on a broader front. 

Thank you. 

I 
I 
; 
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Nippon Seiko 
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The Japanese Economy in the 1980's 

I. Transformation of the Japanese economy 

Speaking boldly, my opinion is that the Japanese economy will enter 

a period of middle and low rate of growth in the 80's,. after having expe-

rienced a period of a high rate of grmnh for almost the past 20 years. 

After. the end of the second world war, Japan experienced a period 

of reconstruction from war damage, from 1945 to 1952, and a period of 

self-strengthening from 1952 to 1960, in the latter of which she was 

able to establish the basis of today's key industries. She made plans 

for the rationalization and the modernization of those industries, such 

as iron and s·teel, automobiles, mechanical products,. electronics, petro- . 

chee1icals; etc., and financed them_ from governmental financia·l organiza-

tions. These industries imported the most developed techniques in the 

world for their development. 

The next period is that of a high rate of grm-7th ·for 20 years which 

began with "A Plan for Liberalization of Trade and Foreign Exchange". 

~hrough this -liberalization po~icy, Japan tried to strengthen the com-

petitive pm.;er of her industries, the fundar.'.ental basis -of ~;-.rhich had 

already been established in the for@er period. 

Tnrough the liberalization process, Japan succeeded in strengthen-

ing the co::-?etltive pmvcr a~ he-:- industries, by combirt::.ng the most 

developed imported techniques and her relatively low wages, so entering 

a period of a surplus of interr.ational payments from 1965. 

The reason for Japan's ex-perience of high rate of gro"tvth seems to 

_.,.. 

., _·, 
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be rather simple to understand. The reason is tnat Japan introduced 

the benefits from the second and the third innovations of the advanced 

countries at the same time in ·this period. 

The second innovation which had taken place in ·the motor. industry· 

and the domestic electrical equipment industry in the U. S. A. before 

the second World War, appeared in the same field in Japan after that 

war and played a major role in her rapid growth. Third innovation 

started with brilliant technical inventions in sectors such as atomic 

poJ;ver, jet-engines, rockets, ·synthetic fibres, petro-Chemicals,-

computers, electronics and in the fields of operation research and 

automation in the U. S. A. around 1940. Japan import·ed the benefits 

of the second and third innovations at the same time and thus could have 

two or three times the investment 9pportunities of those realized in 

the U. S. A. or Hestern Europe.. Japan had sufficient funds for thes·e 

opportunities, and such funds poured from high rate of savings. The 

government did not need to put too mueh of its energy into militariza-

tion, and so could concentrate on economic development. In such a r.vay 

rapid grmvth tvas inevitable ~vith natural results. 

Nmv, 40 years. after 1940, the results of these past innovations· are 

over mat'-:lrity and are losing the stimulus of th2: past. Here Japan is 

no e:<ception. Today is the period of preparation for the 4th innovation, 

the face of which can 'hot be forecast." 

Perhaps the 1980's ~vill be a period ·of a lor.v rate of grm!th en an_ 

international.scale. Therefora, Japan will also ~nter a period by a low 

race of grm.;th aft2r ZO·years' experience of a high-rata of grmvth. 

Though in the last stage of these 20 years Japan has faced the oil 

. -:. 
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·.". :· 

./ 

i 
L. 
! 
; . . 

.. 
I 
I 

·.:-: 



·~· 

- 3 -

shock, .her policy of adjustment to this .problem has ·been a very rare 

success in the history of economic policy. This adjustment was the 

repair of. the damage to the economic system caused ~y the oil shock. 

Having stabilized prices and «ages, Japan was able to adopt a 

relatively advantageous position towards the U. S. A. and Western Europe, 

while the U. S. A. experienced low rate of grm<th and increasing infla-

tion arid Hestern European countries began to adopt adjustment policies 

in the autumn of 1976; three years later than Japan. 

As a result, Japan realized a sui'plus of current international 

payments and thus succeeded in bringing her rate of growth into the 

planneq orientation. 

However, the success itself brought about an accumulated surplus· ' 

of international payments, which in turn resulted in the rapid gro<•th . ;· 

of the value of the Yen, and this was followed by a decline in the 

national economy. 

This decline •.•as mitigated by the expanded fisc.al expenditure 

realized by a considarable expansion of fiscal deficits. 

Tm;ards the end of the fiscal year 1978, current international 

payments began to produce deficits; the same teridency will continue 

also in 1979 and 1980. Therefore a possible policy for maintaining 

a certain rate of growth is fiscal expenditure, i. e. fiscal deficits. 

There is a possibility that the 4'ate a£ increas.e in 1;.;holesale 

prices will be more than 10 %. This tvill allm.r t_he Bank of Ja?an to 

adopt a strong deflationary policy. Tnen, by this latter policy, invest-

ment in equipment and inventories will dwindle again. A rise in 

interest rates ·will make the issue of national-bo•nds very difficult 
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.... - andweaken the stimulating effcts of fiscal expenditure and the expansion 

,of exports. The Japanese economy in. the fiscal year 1980 will experience 

a considerable decline ·in the rate of growth. 

This would mark the end of the period of high rate of growth very 

impressively_ and clearly. 

II. Characteristics of Japan as distinct froci Europe 

The Japanese economy will one day be· westernized. This does not 

mean the liquidation of the unique historical and cultural character of 

Japan, ·but merely the narrowing of the range of different rates of 
. ~.-,-- '· ,··.· 

growth of Japan and Europe. 

There may exist the following four elements responsible for such 

differences between Japan and Europe: 

i) The first element is the stabilization of relations bet1;een employers 

and workers, 

ii) the second, the strength of competition; 

iii) the third, the characterist-ic type of res_earch development;. 

iv) the fourth, the active character of business~en. 

As to the first element~ in_Japan, such social relations li~e the 

so-called Japan Incorporated still exists and,· iri -spite of _the coming 

~esternization with some time-lag·behind Europe, will continue to exist 

to some extent. 

Leaders o£ Japanese trade unions have a tendency to take. iqto 

account the stabilization and development Of their companies and the 

national economy w·hen considering their pol~cy for >;va_ge negotiations, 

just as entrepreneurs do. This seems to be very different from the 

.. -:. 
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attitude of trade unionists in U. S. A. and Europe.. 
-.,.., ....... 

The second character is the existence of strong competition which 
·,,j __ .,.,~~- -- . ;,'l' - . 

will. remain stronger in Japan than in Europe in the 1980's. 'The ··effective~ 

ness of· ·the antimonopoly policy which prohibits any single company from 

. oecupying wore than a 25 % share in the market of a 'certain commodity 

will continue to exist also in the 1980's. 

The third is the characteristic process of research development in 
'i: 

Japan in which Japan has imported highly advanced techniques and has 

modified them for practical Japanese use. This might well favour Japan; 

since in the 1980's, the preparatory period for the 4th _innovation, 

··.no such big innovation will appear so to bring any major difference 

bet<<een Japan, the U. S. A. and Europe. 

Thus, in the period of a lack in big innovations,. the capacity for 

minor modifications will play an important role. Of course Japan must. 

realize that an orthodox approach is the strengthening of fundamental 

research, ~nd. so she will channel research funds and man pot.;er tmvards 

fundmental research. 

Last, but not least, the fourth element is the active_character of 

Japanese businessmen. I would have liked to site it as the first, but 

I have not~ becauSe I, ~yself, have been a_ businessman and have no 

intention to lose any of the so-called Japanese virtue of humbleness, 

if it exists. 

The type! of contedporary Japanese businessman is different-from 

that of those of before the Second World War, the·leaders of the 

Zaibatsu, i. e. the faoily clans such as Hitsui, Hitsubishi and Sumitomo. 

i 
' ! Those people who rose to the top positions, replacing retired or purged 
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predecessors of big businesses, had been nothing more than middle class 
. -~ . •' .. 
·~.~;;g~rs, such as section or subsection heads at the moment of the 

Zaibatsu dissolution, which took place after· the Second World War. 

Their positions had been almost the same as those of the people who 

were to become the leaders of trade unionism. They were not only qualified 

and well trained in their business, but also able to understand che minds 

of the employee. To this type of new leader, the target to reconstruct 

Jap~n, to r~construct their companies and to raise the standard Of living 

of their employees seemed to be the same target. They could hardly re-

cognize that there existed a class relation bettveen the wage: earners and 

profit eqrners in their company. They could not r~gard themselves as 

11 capitalists 11
• Recently, a· famous Japanese business magazine, "The 

Econoiitist 11
,· made a long series of intervie1:vs with top business leaderS-. 

I myself was an interviewee. Yne series was entitled "A Study of 

Japanese.Capitalism" with the sub-title "Consciousness of Big Businessmen". 

Among the questions which 1:vere al~ays asked to intervie\..;ees was: 

"Are you a capitalist?". Almost every interViewee ansv:ered ''No, _I .am not 

a capitalist." I suppose that_it is a laughable matter fror:a the ~ritical 

po~nt of vie~v of professors -of economic science. But, if we consider 

the situations in ''hich they were, just after the end of the Second Horld 

War, we can understand their self-consciousness, because they had been 

accustow.ed to rege.rd themselves as enployee instead of. e-mployer. They 

' could not have had any dream tO be top bUsinessmen until the Zaiba~su 

·disso 1 ucion. 

there was a .m~nority 1;·1ho ansuered "I am a capitalist". They r.Jere 

11 Self-made men" ~..;ho had developed their enterprises from small beginnings 

.. :.i 
i_ 
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into· big business for themselves. Examples of this type of 

KlliA£0\ 
Co., Ltd., Mr. Ibuka 

person are;·· 

Mr. Sohichiro. Honda of Honda Hotor of Sony 

_- ,.1. 

. corporation, Hr. Kohnosuke of Hatsushita Electric Industrial Co., Ltd .. 

They were rather industrial capitalists 
. ,·-

than financi.31 capitaliSts. They were often engineers and o~mers at 

the seme time. After they had contributed much to the reconstruction 

and rapid growth of the Japanese economy, they have now reached the age 

of retirement. 

They voluntarily introduced the top-executive's retiring system 
!· 

into their companies, in order to prevent any senility among the stuffs 

and also to pour fresh young blood .into their companies. 

It was rather amusing that one of them exempted himself from the 

retiring system. Still, it t<as an important advance that they did not 

stagnate so as· to allm.; their sons or relatives to succeed to their 

high position. 

Another group of top businessmen ~oved to their present positions 

fror.t being high governmental officials, or. moved to buSiness from banks-. 

In both ca~es, they are ind~pendent from their f~rmer organization and 

do not attempt to have .any such relation, neither subjection nor 

surviellance of their former organs. They usually· contribute their 
. c 

corr:prehensive knmvledge concerning the n~tional and ir}te.rnational economy 

t.;hi.ch they have obtained in their former jobs into the ·business field. 

Positive characteristics corr.mon to the above.-·mentioned three types 

of businessmen are their eagerness for ~nnovation, not only in a technical 

sense but also in a social sense. 

/ 
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III. Further problems 

Hany peoblems still exist. I would like to pick several of them. 

The first is the problem of international adjustment. In the period 

of rapid gro~,Japan could not avoid being a major rival ·to U. S. A. and 

European countries. In· the 1980's, the problem of adjustment with AIDC 

( = <idvanced less developed countries) will become important because 

Japan is surrounded by such countries with strong capacity to develop 

such as Korea, Tail.; an and· China. Japan should not be afraid and never 

try to curb their catching Up in certain fields. Japan should positively 

develope more advanced fields. 

The 'second is the problem of energy. Before the realization of 

development of new alternative energy Japan will be obliged to face at 

mini-sized oil crises (such raising of oil prices by OPEC as that done 

last June) intermittently. 

Such mini-sized oil crises will bring forth inflation to some extent 

and curb the rate of growth. Shortage of e_nergy and n~tural resources 

continue to be vital to countries such as Italy and Japan. So in the 

1980's, Japan «ill also be obli_ged to curb the rate of grm.·th to some 

ex:ent, because of this problem. Japan must ·endeavour to. economise her 

energy consumpsion. 

Japan mus~ be prepared to endure a higher value of. the Yen, must 

increase imports and curb the rising of profits and T,,rages. I hope that 

in the 1990's the energy problem will be mitigated through the develop-

ruent of alternative energy supplies . 

. The third is the problem of senility in the popvlation. From nm.r 

on to the coming century the proportion of old aged people among the 

,. ·. 
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population will increase· very rapidly in Japan. ·Japan must tackle this 

· .. · 
problem with the prolongation of the working age and through other methods. 

F~nally remains the big problem as to hm; the value-system of the 

Japanese will change. The problem is so complex, relating· to philosophy, 

religion, psychology etc. that I cannot answer now. All I can say is . ' . 

that we must concentrate our endeavours to the study of this important 

problem with the interdisciplinary help from many specialists.· 

. I hope .that Japan will firid some possible solutions for these above-

mentioned problems and will be a stabilizing factor in this rapidly 

.changing world. 

-·~. 
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2. Attualmente i consumi energetici di Italia e 

Giappone si collocano rispettivamente intor 

no a i I 50 e a i 3 6 0 m i 1 i on i d i t e p • {{) [ 

Essi sono coperti- per circa tre quarti-

da idrocarburi di importazione, con una maz 

giore presenza delgas naturale nel caso Ita 

liano. 

La politica di sviluppo degli impieghi di gas 

e infatti iniziata in Italia gia ne gli anni I 50 

con la valorizzazione delle risors.e della Val 

le Padana seguita, negli anni '70, dai grandi 

contratti di approvvigionamento dall'estero. 

In 'Gi a p p o n e q u e s t a 1 in e a e m o 1 t o p i ii r e c e n t e 

ma con ris'ultati gia rilevanti specie in termi 

---ni assoluti. 

Il carbone copre nei due paesi quote dei con-

sumi totali rispettivamente del I4o/o per il 

Giappone e del 7% per l'Italia. 

L'energia idro-ge~·~elettrica assicura il 5% 

del consumo in Giappone e 1'8% in Italia. 

L'altra fonte primaria per la produzione di 

energia elettrica, quella nucleare, ha in GiaE_ 

pone un peso ben piu consistente che in Italia. 

L a f o n t e n u ·c 1 e ,; r e a s s i c u r a g i a .o g g i a 1 · G i a p p ~ 

ne I2. milioni di tep pari al 3, 3% dei consumi 

tot a 1 i d i en e r g i a , men t re in Ita 1 ia 1' en er g i a 

nucleare fornisce solo I milione di tep pari 

allo 0, 7% dei consumi totali. 

. I. 
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3. Per quanta concerne la struttura dei consumi, 

c i r c a' 1 a m e t a d e i c on s u m i fin a 1 i d i e n e r g i a 

dei due s i.s t em i vie ne as so r bit o d a 11 1 industria, 

meno di un terzo dal settore degli usi civili 

ed un ':luinto dai trasporti, 

Si tra,fta di una struttura ben diversa da que_!. 

la di a'ltri paesi industrializzati che hanno 

quote dei consumi per usi non direttamente pr~ 

duttiv1 ben piu elevate, 

Nell'ambito dei consumi industriali la quota 

dei combustibili solidi risulta particolarmente 

elevata nel caso giappone a causa del forte P!:. 

so che la siderurgia ha in quel paese. 

Men t re in I tal ia la quota d,el gas naturale, s ul 

totale dei consumi industriali, e pari a circa 

il 25o/o, essa e ancora molto bassa in Giappone, 

Nel settore degli usi civili i consumi pro capi 

te italiani (0,6 tep} risultano di poco superio­

ri a quelli giapponesi (0, 5 tep}; per quanta r_i 

,guarda le fonti impiegate la principale diffe­

renza risiede nel minor utilizzo, in Giappone, 

del gas naturale, 

Nel settore dei trasporti i consumi pro capite 

giapponesi (0,4 tep} sono invece leggermente 

superiori a quelli italiani (0, 3 tep}. 

Anche da questi pochi cenni emerge una_ note­

vole somiglianza della situazione energetica 

. I . 
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4. 

dei due paesi, sia per quanta attiene la strut 

tura dei consumi, sia perche entrambi si tro 

vano a dover affrontare problemi analoghi di 

diversificazione·delle fonti e di accrescimen 

to del grado di autonomia e sicurezza degli 

a pp r ovvigiona me nti. 

4. Volendo estendere il confr'onto anche al pia-

no i s tit u z ion a 1 e e de 11 e p o 1 it i c he d i in t e rv e ~ 

t o , m i s e m b r a s i p o s s a c on ·s t a .t a i: .e c o m e 1 1 in 

tervento pubblico se.ppure presente in t.utti e 

due i paesi, si sia estrinsecato ne1 tempo con 

iri'odalita dive.rse. 

In Italia, 1o Stafo, in aggiunta all 1 attivita di 

indirizzo e di controllo dei vari Ministeri 

e C 0 n ·o m i C i , e i n t e r V e n U t 0 S i n d a i p r i m i a n n i 

del dopoguerra direttamente nel settore ener 

getico con lo strumento dell 1 impresa pubblica. 

In particolare a1l'ENI, creato nel 1953, fu af 

fidato i1 compito di sviluppare le risorse di 

idrocarburi nazionali, assicurare una aliqu.£_ 

ta importante de11 1 approvvigionamento petr2_ 

lifero del paese e operare ne1 settore del corn 

bustibile nuc1eare. 

0 g g i 1' EN I cop r e c i r c a i 1 4 0 "lo de 1 fa b b i so g no 

energetico naziona1e assicurando oltre un ter 

z o de 11 a do man d a pet r o 1 ife r a intern a e 1 a q u ~ 

si totalita del gas naturale. 

• I . 
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Ali'intervento n:el settore degli idrocarburi 

ha poi fatto seguito la nazionalizzazione del 

!'industria elettrica con la creazione di un 

ente pubblico con il compito di provvedere 

su base nazionale alla produzione, alla tra 

smissione e distribuzione dell'energia elet 

trica. 

5. 

In Giappone lo Stato piu che iritervenire di­

rettamente ha inizialmente preferito control_ 

----- -------------- --1 are e d -in d i r i z z are tram it e i 1 Minister o de 1 

!'Industria e del Commercia i vari operata-

ri energetici. 

Gli interventi diretti sono stati relativamen 

te piu limitati ed hanno riguardato la crea-

zione nel 1955 della Japan Petroleum Exploration 

e n e 1 I 9 6 7 de 11 a J a pan P e t r o 1 e u m D e v e 1 o p m en t 

Corporation, con l'obiettivo di- sviluppare ini 

ziative per la ricerca di idrocarburi. 

Recentemente questa politica ha subito _una 

important e modi f i c a z ion e, con 1 a c re a z i o_n e 

della Japan National Oil Company avente il corn 

pito di garantire un'adeguata presenza pubblica 

nell'approvvigionamento petrolifero giapponese. 

E' stata anche annunciata la prossima costitu-

zi one di una compagnia di stato per le altre 

fonti di energia. Con queste decisioni anche 

gli aspetti istitu'?ionali dei due paesi nel set-

tore energetico, vanno assumendo fisionomie 

analoghe. 

~ I . 
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5. Guar.dando al futuro, i temi centrali rispetto 

ai quali i paesi industrializzati dovranno mj 

s u r a r s i r i g u a r d a n o : 1 1 u s o. d e 11 e f o n t i d i e n e r -

gia, la po1itica petrolifera e la politica di 

d i V e r s i.f i c a z i on e • 

L 1 I t·a 1 i a e d i 1 G i a p p o n e n o n s o n o t r a i p a e s i 

dove piu alti sono gli spreqhi e le inefficien 

ze nel1 1 uso de11 1 energia. 

I consumi pro 

vamente bassi 

capite sono ad esempio relati­
a 

se comparati /q uelli degli altri paes 

industria1izzati. Cio nonostante anche in Ita-

lia e Giappone si possorio fare mo1ti passi ava~ 

ti sulla via della ristrutturaz~one dei. rispetti­

vi sistemi energetici ne1 sense del1 1 impiego et 

timale delle singole fonti. 

L 1 ENI ha effettuato· di recente uno studio sug1i 

usi finali dell 1 energia in ·Italia che ha messo in 

e vide n z a i 1 a r gh i .m a:r gi~n_i e.sis~terl~t _ _i_E e r_11~~--'!i v_~_ 

s o s i s t e m a d i i m p i e g o d e 11 e fo n t i t r a d i z i o n a 1 i 

·~ nu ova. 

La s u d d i vi si one de 11 a do man d a dei v;a r i s et tor i 

di utilizzo per fasce di temperatura (alta, me 

dia, bassa), e la separazione della domanda di 

energia elettrica in usi obbligati ed altri impi.!:_ 

ghi, ha dimostrato, infatti, la po ssibilita di 

• I. 



aumentare la gamma di fonti con cui soddi­

sfare le esigenze dei consumatori. 

7 • 

In particolare il ricorso alle fonti rinnova­

bili per la produzione di. calore a basse tem 

perature perusi civili ed industriali potra 

comportare risparmi sostanziali di fonti tr!!. 

'd i z ion a 1 i. M a in m o 1 t i c a s i 1 a t r a s for m a z ion e 

non ·e .immediatamente economica e ciO rallen 

ya d i m o 1 t o 1 e p o s s i b i 1 e i n i z i a t i v e • I n a 1 t r i 

casi la sostituzione del petrolio e possibile 

tecnicamente ed economicamente ma occorrono 

degli elevati investimenti che pongono grossi 

problemi finanziari. In altri casi ancora vi sono 

barriere tecnologiche da superare. 

In conc-lusione riteniamo che si potra giungere 

nel breve periodo ad una stabilizzazione o forse 

anche ad una leggera ri uzione dei consumi pe­

troliferi; mail greggio continuera ad essere 

determinante, per i bilanci energetici di Italia 

e Giappone. 

6. Se quest.o e il quadro, per grandi linee, dal lato 

della domanda, quale e la situazione dal lato del 

1 1 offf e r t a ? S e c on do s t i m e p r e s e n t at-e a 1 r e c e n t e c o '::_ 

g re ss o m on d i a 1 e de 1 pet r o 1 i o c 1 e a_r:_~~--':-~ __ f1 _ _':_.~--~--~-ll_d < 

tanto petrolio da scoprire quanto ne e stato SCOpE 

toed e ancora estraibile ad oggi circa 90 miliar 

di di tonnellate); e i nostri tecni·ci concordano. 

Questo valore potrebbe apparire soddisfacente se 

confrontato alla doma.nda mondiale di greggio che 

e oggi poco piu di 3 miliardi di tonne1late all 1 an-

no. 
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11 problema pero e quello di come tramutare le 

risorse potenziali in nuova capacita produttiva. 

In molti paesi produttori, anche con buona p~ 

tenzialita residua, la ricerca petrolifera rista­

gna da anni e 1 1 esplorazione non trova piu gran­

di bacini produttivi. 

Zone non ancora esplorate esistono a tutt'oggi an 

che in paesi che fino ad ora hanno condotto pro­

grammi di ricerca: si tratta pero principalmente 

di zone a grande profondita o in complesse condi 

zioni geologiche fin 1 ora impenetrabili; o di zone 

per le quali 1 1 industria non possiede ancora teen~ 

logie necessarie a rendere produttive le eventuali 

scoperte, come, ad esempio,_ m~ri pi"ofondi o zo­

ne artiche. 

Oltre alle riserve ancora rinvenibili con la pros~ 

cuzione della ricerca mineraria tradizionale, nuo 

vo petrolio (oltre ai 90 miliardi di tonnellate gia 

citati) verra in futuro da migliori sistemi di rec':_ 

p e r o d ai g i a c i m e n ti e s i s t e n t i , i 1 c o s i d d e t t o r e c up ~ 

ro terziario. Sara tuttavia difficile che esso pr~ 

duca risultati a breve termine: le ricerche in qu<:._ 

sto campo devono superare ancora molte difficol­

ta, anche per i problemi di disponibilita e di co­

sta per alcuni prodotti utilizzati per le tecniche 

di recupero. 
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Vie infine la possibilita di ottenere petrolio sin 

tetico da scisti e sabbie bituminose e da carbone. 

Tuttavia, perche questi greggi sintetici si affer­

mino sul mercato in.quantita industriale, devono 

essere risolti gravi problemi tecnologici di pro­

cesso e di costo e problemi ambientali, oltre a 

quelli derivanti dalle enormi dimensioni dell 1 im 

pegno economico-finanziario necessario. 

7. Come e noto, a fronte di queste potenzialita anco 

ra notevoli anche se riferite soltanto alle riserve 

.di petrolio gia note, vi sono fortissimi condizio­

namenti di carattere politico che influenzano gli 

effettivi livelli di produzione. 

Tra i pa:esi produttori, si e venuta diffondendo la 

t e s i c h e u n r a p i d o e s a u. r i m e n t o d e 11 e 1 o r o r i s o r s e 

petrolifere potrebbe privarli dell'unica fonte effet 

tiva di reddito prima che essi abbiano potuto.crea-

re, investendo al loro interno le entrate petroli 

f e r e , u n 1 e c on o m i a m o d e r n a a m p i a m e n t e d i v e r s i f i c<;_ 

ta. Di' qui una politica di generale contenimento 

dell'offerta e di prezzi crescenti. 

Si p u o, alme no in parte, concord are c he una p o 1 i 

tic a d i 11 cons er v a z ion e de 11 e r is or s. e pet r o 1 if ere 

nei ·paesi produttori" corrisponde non solo ad una 

legittima esigenza di maggiore valorizzazione del­

le risorse di tali paesi, ma anche- se sviluppa~a· 

in modo da non generare traumatici squilibri sul 
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mercato internazionale- agli interessi di lungo 

periodo dei paesi consumatori, che saranno in 

tal modo sollecitati ad accelerare la necessaria 

t r as for m a z ion e dei 1 or o sist e mi energetic i. 

Ma occorre soprattutto, da parte dei paesi indu­
; 

strializzati, la capacita e la vol.onta di affronta-

re, nei modi e con gli strumenti giusti, quel "dia 

1 o g o " c o n i p a e s i p r o d u t t o r i a 1 q u a 1 e .- i n . c o n c o m i 

tanza con la loro nuova politica di conservazione­

i paesi produttori si dichiarano pronti, evitando 

ogni illusione di risolvere le difficolta di approv-

vigionamento attraverso lo scontro frontale tra le 

due part i. 
' E si s ton o d 1 a 1 t r on de 1 e con d i z ion i · p e r u n·a piu s t r e 1 

ta integrazione, per una J;naggiore interdipendenza 

tr i due gruppi di paesi: i paesi produttori hanno 

bisogno di quelli industrializzati peril proprio 

sviluppo, non solo in quanto acquirenti di petrolic 

m a an c he q u.a 1 i f o r nit o r i d i b e n i e s e r v i z i , p a r t n e r 

essenziali per un accelerate processo di crescita· 

q u e s ti u 1 t i m i h ann o b i s o g n o d e i p a e s i n u o v i , n o n s < 

lo come fornitori di petrolio, ·ma-··a·n·che-.. co·m··e~mer 

cati in rapida espansione ed acquirenti di beni e 

servizi capaci di dare nuovo impulso all'a domanda 

mondiale. 

Italia e Giappone hanno mostrato, con le loro poL 

tiche e le loro iniziative, di saper affrontare in 

modo a de guato que s ta nu ova fa se dei rapp or ti int e 1 

nazionali. 
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8·. In un quadro di piu stretta interdipendenza, 

che comporta un maggiore impegno e capacita 

di programmazione della domanda e dell'offer 

t a , d i e 1 ab o r a z ion e e d i at tu a z i on e d i p r o g e t t i· 

di sviluppo, si aprono nuove vaste- o·pportunita 

di cooperazione anche nel1 1 ambito dei paesi i~ 

d u s. t r i a 1 i z z a t i , s i a a 1 i v e 11 o g o v e r n a t i v o , s i a a 

livello di imp-rese industriali. 

~=-oo="'b§%"'_"""--"~""otto quest'ultimo aspetto, e interessante rile 
-~ I ~ 

vare come. la nuova situazione offra uno spazio 

r a id a~ e nt e __ t;r_e ~<: E! _n t<!_~ci_:>__n_ Il_t1C:Y_<:__.!_i_l'o_d_~Il1_:__ 

presa: petrolifera che si assicura il greggio tra!_ 

tando d rettamente con le compagnie nazionali 

dei pacsi roduttori, alle quali ffrc una gamma 

complessa servizi, che va no da11 1 assistenza 

tecnica, fina ziaria ed or anizzativa a11a ricer-

ea mineraria e allo sf uttamento dei giacimenti 

gi3. in produzione a a progettazione e costruzio 

ne di impianti pe e fasi a valle (raffinerie, pe 

t r o 1 c h i m i c i), f i o a 11 for m a z ion e __ e _ q u a 1 if i c a z i o -

n e d e 1 p e r s o a 1 e ·• U n a t a 1 e i m p r e s a d e v e o·v v i a m e 

te pater o frire scrvizi 1 mcglio delle tccnologi< 

e dei k ow-how disponibili 

s ul e r c a t o , s b o c c h i a mp i , 

deve avere a valle, 

deve dare ai paesi 

pr()·'duttori la certezza di impregare i1 greggio eh< 

ottiene da 1oro per i1 rifornim nto diretto dei me 

cati in·cui opera, evitando ogni perazione specu 
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lativa 

. ·-····---- ----·--·--·-·-·-···-··-.· :;J-·--· ··-·· 
1 situ zioni 

., 
di 

9. Sotto questo profile l'Italia, che, comeln giii 

ricorda.to, dispone di una sua compagnia di St~ 

·to sin dagli anni 1 50 ed ha instaurato, sin da 

allora relazioni fruttuose con i paesi produtt~ 

ri, e il Giappone, che ha oggi uno strumento di 

intervento analogo con programmi impegnativi, 

possono svolgere insieme un ruolo di prime pi~ 

no. 

Questo none solo un auspicio in quanta contatti 

operativi tra ENI e Japan National Oil Company 

sono gi-8. avviati per una serie di iniziat-ive co­

muni nel campo della ricerca mineraria. 

E' da considerare a questoproposito che, mentre 

in p a s s at o 1 e in i z i at i v e ne 11 a r i c e· r c a m in e r a r i a 

eraho limitate alle aree piu vicine ai mercati di 

c on. sum o , o g g i 1 a r i c e r c a h a a s sun t o una d i m e n s i o 

ne geografica mondiale per la pratica comune di 

scambi di petrolio tra i vari operatori. Cio ha na 

turalmente ampliato le pos5ibilita di collaborazio 

ne internazionale tra le. yarie compagnie. 

An c he p e r q u a n to rig u a r d a i 1 g a s natura 1 e , p e r i 1 

qual.esi prevede un intense 5vilupp-o come prima­

ria e piu importante fonte di diver5ificazi6rie 'ri:;. 

5 p e t t ·o al p e t r o 1 i o , e 5 i 5 t o n o p o 5 5 i b i 1 i t a d i c o o p ~ 

razione, _5ia per la rea1izzazione di impianti per 
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1 a 1 i q u e fa z i o n e d i g a s .d a i m p o r t a r e n e i d u e p a <;:._ 

si, sia per lo sfruttamento, sulla base della vi 

cinanza del mercato di utilizzo, di riserve va­

lorizzate da iriiziative minerarie·. 

Le iniziative nel campo degli idrocarburi, pur 

a v e n do c a r at t e. r. e i r r in u n c i ab i 1 e , n on p o s s o no d a 

sole alleviare le tensioni esistenti sul mercato 

internazionale dell 1 energia. 

Nel medio-lungo termine occorrera infatti aumen 

tare la disponibilita di fonti diver se dagli idro-

c a r bur i, si a t r ad i z ion a 1i (carbon e ) si a nu o v e (eh e!. 

gia s.olare ed altre fonti rinnovabili). 

In questo senso i programmi energetici di Italia 

e Giappone puntano ad un aumento gradua1e de11a 

quo t a d i q u e ste f on t i e d an c he in que s t o c a s o 1 e 

prospettive di co11aborazione sono ampie ed inte 

ressanti. Il Gruppo ENI e gia impegnato in tutti 

que sti campi e 1 a pro s si m a c os tit u z ion e d i u n · or -

ganismo giapponese per lo sviluppo delle fonti a1 

ternative costituira senz 1 altro. un 1 occasione impo~ 

t a n t e p e r d a r e u n o s b o c c o o p· e r a t i v o a q u e s t a c o m ' 

nanza di obiettivi. 

Ho v o 1 ut o rich i a mare so 1 o a 1 c u n i dei p os s i·b i1 i t e -

mi d i c o 11 ab o r a z i on e t r a 1 1 It a 1 i a e d i 1 G i a pp o n e e , 

in partico1are, que1li che··riguardan·o·-i1····camp-o·--· 

energetico. 
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L'ENI ha una lung·a tradizione di rapporti con le 

maggiori compagnie giapponesi nei vari campi 

di attivita del Gruppo: oltre all'energia, la chi 

mica ,il tessile, la meccanica, l'ingegneria· e 

. . 1.:~ dl" t s, e r v 1 z 1 e , g'~ r e c e n e., il settore minero-me 

tallu-rgico dei non fer rosi. 

In ·tutti questi settori potranno svilupparsi nuove 

in i z i a t i v e p e r l.a c e s s ion e .e a c qui s i z i on e d i t e c no 

logie, per la partecipazione a progetti,_ che ri.;. 

chiedono una suddivisione·di sforzitecnici·e·fi-

nanziari, per operazioni Commerciali .ed investi­

menti congiunti in Italia, Giappone ed altri paesi. 
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THE CHEHICAL INDUSTRY IN JAPAN AND ITALY: STRUCTURAL ASPECTS, 

TRENDS IN EVOLUTION, OPPORTUNITIES OF COOPERATION 

Story and evolution 

If we take .into consideration the structure of the chemical 

industry both in Japan apd Italy, we find many important 

analogies, 

First of all we see that the chemical industry was created 

about hundred years ago in both countries; then we have a 

significant growth after World i'lar II in Japan and Italy as 

well. 

In fact after World War II Japan and Italy must face all the 

problems originated by the industrial reconstruction, 

The chemical industry had a great expansion especially as 

regards petrochemical products, thus as a logical consequence 

of the rapid increase of industrialization process in both 

countries. 

It must be. said that the Government of both countries 

encouraged this process and helped the chemical industries 

by means of fiscal and financial provisions. Moreover• as 

regards Japan, limitations to imports and bariers to foreign 

investments were enforced to the end of giving advantage 

and protect the gro1~h of national companies. 

During the 1 60s the Japanese industries gradually intensified 

their efforts as regards Research, the target ·being the 

improvement of the existing processes trying to reduce the 

costs of production • 

:.·. 



During the '60s the rate of growth for chemical industry 

was remarkably high in both countries, more in Japan. 

While GNP grew at an ave···age rate of 5. 5% per year in Italy 

and 11.5% in Japan through 1960-1970, the chemical 

production increased by 10% and 15% respectively, on a 

yearly basis. 

Beginning 1970 the chemical industry is to show signs of 

crisis all over the world: the rate of growth consequently 

slowed down and the profits of companies lessened. 

2 

Both i11 Japan and Italy the rate of grm.th in demand was 

falling, while the expansion in capacity of production proceeded 

as plants had been previously planned. 

We have here consequently a situation of overcapacity of 

plants because demand is falling on one side, and reductions 

in prices on the other. 

Starting 1970, we have besides a progressive increase in 

labour costs and raw materials pr·ices, which, as they could 

not be charged on prices, had a great part on the dr3stic 

cutin profits. 

Then the world situation becomes particularly serious, say 

in 1974-1975, as a result .of the oil crisis and the general 

recession which ·hit the major outlets for the chemical products. 

The first time in their story, as regards chemical products, 

both Japan and Italy have a negative rate of growth. 

As a result of the evolution of the situation described above, 

in 1977 Japanese chemical industries reached a turn-over 

which allows Japan to be the's~cond country after the United 

States and befope Western Germany which consequently becomes 
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the third in the scene of chemical industry in the Western 

part of world. 

Italy gets positioP No. 6, as its chemical industry had a 

3 

more moderate development if compared to Japan. It is anyhow 

uniform to the aver.age of the other industrialized countries. 

PRESENT MARKET COM~OSITION 

During the last years the added value of the chemical industry 

represented 10% about of the total added value got by the 

manufacturing industry both in Japan and Italy. 

The number of employed persons (300,000 a~out in Italy and 

550,000 in Japan) represents 5.8% a~but in Italy and 4% in 

Japan out of all the labour forces. employed by industry. 

The turn;-over of chemical industry cotals 15,0CC millioE US dollars 

in Italy (52,000 $ per employed person) and 46,000 million US 

dollars in Japan (84,000 $ per employed person); if it is' 

referred to basic chemicals and fine chemicals .the value is 

almost the same, say half and half, in both countries. 

The composition of tu•n~over, if expressed as percentage and 

sector by sector, shows some differences in.the situation of 

Japan in' respect of Italy, but we find also some similar conditions. 

The major sectors are in fact in both countries pharmaceuticals, 

plastics, man-made and synthetic fibres, organic and inorganic 

products. 

If we consider, how~ver, foreign trade as rega.rds the two major 

sectors, say basic chemicals and fine chemicals, we find great 

differences. 

As regards Italy th!" Import/Export balan·ce for chemical products 
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was passive during the last. 10 years and the deficit growing 

and gro,<ing, thus as the more evident result of a deficient 

de,:elopment in technological applications. 

The geographic area which is more important as regards the 

destination of the Italian exports of chemical products as 

·well as the origin of its imports is Europe. About 80% of 

the products imported by Italy come from this area and 60% 

of Italian exports are for Western Europe. 

As regards Japan, Import/Export balance which was leveled 

by 1965, is constantly positive henceforth and in 1977 it 

reached a balance totalling +2 billion US dollars .• 

The main area of destination of chemical products made 

Japan is Asia (SO% of total exports). 

in 

The exchanges of chemical products between Japan and Italy 

are not relevant: about 2% of total value of import and 

export to and from Japan, as regards Italy. 

Considering also other aspects from a geographical point of view, 

of the presence of chemical industry, we can say th~t Italy 

has a production which is substantially national and strong 

export flows: its situation of production abroad is in fact 

limited. \fuile Japan in the early '70s began to adopt a 

strategy of internationalization of production, especially 

as regards basic petrochemical products and derivatives, and 

located its industries particularly in underdeveloped countries 

which have oil resources. 

This policy of Japan can be. justified taking as a reason 
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1) ·defending the positions reached on the markets where Japanese·· 

products were exported when these countries were to substitute 

imports by nationnl products; 

2) the difficulties met in getting ra1v materials and the 

necessity to produce there where oil or natural gas were 

available; 

3) the heavy ecological problems existing on a territory which 

has already been hardly exploited. 

Several plants were consequently realized abroad having advanced 

technological dimensions and sometimes an overcapacity in respect 

of the local demand, what allows to marginally serve also the 

Japanese market. 

SIHILAR OR DIFFERENT ASPECTS CONSIDERING THE CHEMICAL INDUSTRY 

IN JAPAN AND ITALY 

We find a similar situation in both countries if.we consider that 

the chemical industry is one of the sectors which has been given 

priority as regards development. 

Another point where we find a similar situation is.represented 

by the steps of development, which are typical to "followers" 

countries having chosen to get a strong position in inorgar.ic 

chemicals and petrochemical industry. Thus as a consequence of 

another factor which is character of the chemical industry in 

both countries, say a deficiency as regards original technologies 

(exception is made for same cases only). 

It must also be pointed out that both Japan and Italy are poor 

energetic resources and raw materials as well. 

in 

: . . 
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The aspects which make the chemical· industry different in Japan 

and Italy are several and of all kinds. 

At the origin, as a factor which had a great importance in _the 

ends of development, we must point out the different ·role-which 

the Government had in the two countries. 

As regards Japan it meant a more relevant protection of the 

home market through the Board of Industry and Trade (MITI) which 

has also the task of defining programs of development in cooperation· 

with the companies. 

Another factor which makes different the position of Japan and 

Italy is to be seen in the economic areas where they operate and 

are competitors, which have different features. 

Italy has to opera~.:;e in an area such as Europe, which is very open 

to all changes and where the quality level of products is very much 

developed. The demand for chemical products in Italy is essentially: 

for sophisticated types, thus in presence of a very low capacity 

of innovation. 

As regards Japan, on _the contrary, • we can see that it exists a 

chemical industry which is in a position to meet particular 
' 

national requirements. The policy of Japanese companies is orientec j, 
to the development of processes of transformation and in the course 

of time they became very qualified. 

PROSPECTS OF FUTURE EVOLUTION ALL OVER THE WORLD 

It is necessary here to go through the world situation in order 

to rapidly see which are the prospects for great changes in the 

c8nditions at the length, so that indications can be drawn as 

regards the possible alternatives to be taken in behaviour by 

the national industries, particularly in Japan and Italy • 

..... 
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The major factors of change, the consequences of which we already 

had to suffer during the last years in an almost shocking way, 

are essential:ly the development of emerging countries and the 

lack of raw materials. As the local demand is growing, the 

underdeveloped countries originated an early industrialization 

process, what in the chemical sector means basic petrochemical 

P''oductions and some derivatives activities such as fertilizers, 

some types of thermoplastics. 

Both Japan and Italy are subject to this threat: the former from 

China and South-Eastern Asia, the latter from Arabian countries. 

To begin a petrochemical activity and increase it is depending 

on the possibility of having know-hows available, which can be 

obtained in plants which are part of the technological progress. 

The possibility of beginning this activity for emergent countries. 

however, is more a matter of extra economic reasons.such as political 

will as regards industrialization, large exceeding capitals, than 

a matter of strictly economic considerations. 

On the other side the limitations of ecological nature become more 

and more pressing in the industrialized countries, so companies 

are favourable to move some basic productions to the emergent countries 

If the emergent countries undertake and develop a na.tional chemical 

industry the possibilities to export from other countries will of 

course diminish. 

As far as the capacity of plants exceeds the local demand, it is clear 

that these countries will have some quantities of products available 

and try tc export them: we will have here a stronger competition. 

As regards raw materials, the critical situation is due to the lower 

quantities available all over the world: the basic chemicals production 

especially petrochemical, are particularly conditioned by this event. 

The industrialized countries have ~ large choice as to the location 

of their plants ta~ .. ing into account the changes on. 

·.:1 
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On principle the policy which has to be endowed would be to 

encourage the activities requiring more technology, more 

research and skilled personnel • 

. As regards basic chemicals it could be convenient to develop 

new technologies of process and thus·to the end of getting 

more savings in energy as well as in costs of plants, and then 

of realizing processes of production starting from alternative 

sources. 

8 

As regards fine chemicals, the str.ategy will be oriented to meet 

the needs of improving the performance of products required 

"by the technological progess of the downstream sectors. 

From this point of view Japan and Italy are subject to the same 

challenge as all other industrialized countries. 

Another area where evolution is possible, is represented by the 

possibility of a \vider coop'eration between industrialized and 

underdeveloped countries. Industrialized countries can give 

know-hows selling basic petrochemicalplants or give know-hows 

and agree to joint-ventures particularly as regards intermediat-es, 

or b·e present in underdeveloped countries to produce especially 

fine chemicals by means of joint-ventures with official.bodies. 

In consideration of the conditions in which Japanese ·and Italian 

chemical compani'es operate, they cannot help following a selective 

policy which encourages activities in the countries where they 
! 

are strong. 

Under these circumstances Japan and Italy could study different 

forms of cooperation which allow to both countries to be more 

competitive on the international markets. 

--~· 
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A first example of cooperation could be a common program 

--for Resea-rch, where the rapidity in getting over critical points 

in the activity of research would allow to both countries to 

be present and competitive all over the world. 

tiesides, pdssible agreements between Italian and Japanese companies 

would allow Italy to run plants abroad where Japan has already 

activities, especially if they apply technological innovations. 

Thus in emergent countries. 

Japan and Italy would so be able to better satisfy the local demand, 

to operate in areas where the dynamic of development is high, 

"to easily have supplies of raw materials or products requiring a 

first transformation process, wh:i,ch both of, them need. 

As an example-of cooperation between Italian and Japanese companies 

we can mention the case of Montedis"o·n which recently signed some 

agreements with Japan, regarding : 

the cooperation Montedison - Mitsui Petrolchemical in the field 

of the conventional process and the process_ using high return 

catalysts for polypropylene; 

the creation of a £ifty-fifty company (Retipolen Espansi) . 
Montedison-Sekisui Group, which operates in the field of 

reticular polyethylene; 

the creation of a company named Montedison Eslon where Montedison 

has a 65% basis participation and Sekisui Chemical a 35% one, 

which operates in the field of the transformation of plastics. 

Sekisui Chemical granted Montedison Eslon a_ licence to use its 

process for PVC pipes and couplings. 
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Domestic paljcy Exchange Rate and Balance of Payment in Janan 

Takafusa Nakamtira 

Introduction 

It will be interesting for Italian economist to consider the Japanese ex­

perience on the relation between economic policy and: balance of payment in 1970's. 

The purpose of this paper is to sketch the trend and fluctuations of Japanese 

economic policies and business cycle in section I, then suryey the exchange rate 

and balance of payment and vairious influences of them to the other sides of 

Japanese economy - such as economic growth, inflation and fiscalpolicy in the 

section II. These experiences •ill be useful to consider the economic problems of 

coming 1980's for us . 

1. Japanese Economy in 1970's 

Japanese Economy in 1970's has been strongly influenced by the conditions 

of international economies. Of course, the Japanese Government and the Bank of 

' Japan made some crucial parts on the decision making of economic policies. 

However, the very importance of the international factors were the character of 

1970's. 

In the August of 1970, under the influence of American ·"New Economic Policy" 

by President Nixon,Japan evaluated the exchange rate of yen to the U.S. dollar to 

308 Yen which was kept at 360 since 1949. 

This decision introduced a psychological panic to Japan's bu~iness society, because 

of the fear that the Japanese competetive power will. ,decline and j;i;le susto.i!led 

grow~h of Japan will not be able to recover. Looking at this situation,, the fiscal 

and monetary authority of Japan took bold expansion of public investments and the 

loose money policy to get rid of this panic since the last half of·l971 to 1972. 

By these policy devices business society recovered in the last half of 1972, at the 

smae periods, the inflationary trend came in sight. The excess suply of currency 

stimulated the speculations - at first to the land and then to the various commodi­

ties. Price indexes began to seriously increse, and the monetary authority took 

tight money policy since the beginning of 1973, however,the excess currency could 

not be absorbed so rapidly. The oil crisis in the October of 1973,struck Japan 

where the flame of· inflation did not yet go out. Not only prices of the oil and 

related products but of almost commodities raised severely, so that the tight 

money policy strengy,hened after the oil crisis and kept through two years until 

the april of 1975. 
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Chart I show the domestic economic indicators such as diffusion indexes, 

which tells us the storY of economic fluctuation in the 1970's. The process of 

the period until 1973 - the pseudo-panic in 1971, then excess suply of currency 
' . 

and the gallopping inflation in 1973- will be clear by following these indicators. ,, .. 

_I would like to light up the process of international ·side-of- Japanese economy 

in this paper, since, I think, the new stage of contempolary Japanese economy began 

after oil crisis of 1973. Japanese economy succeeded in enpressing the inflation 

through two year's severe tight money policy, however, as the consequence of this 

severe policy, a recession struck which was gravest after the second World War. 

~linus growth of G~TE at constant price, especially downfall of industrial production 

·•hi eh decreased 19% from the last quat er of 1973 to the first quarter of 1975, 

and extraordinar; low profit rate of big firms. This situation supplemented by the 

fact that the tax revenue of the government decreased rapidly because of the down­

fall of incomes of individuals and especially-the firms. The public bond had to be 

increase to cover the deficit of fiscal expenditure. The share of public bond in 

the government revenue increased from 10.6% at 1974 to 24.5% at 1975,28.7% at 

1976, 34.0% at 1977. Under such a situation, the fiscal authority had to be timid 

t9wards the requirement to increase the government expenditure for the public invest-

ment to stimulate the business activities. Therefore, though the tight money policy 

released in the April of 1975 the government was negative to take any policy to 

improve the economy except trivial devices. 

Thus, Japanese business should try all the efforts to survive- for example, 

we can remember a symbolic term "the dietting management" which means that the 

business decrease the employees under the restriction of life-time employment 

system, and to pay back the loans from banks to cut off the burden of interest 

payment. Such a efforts continued about five years since 1974. Of course, they 

tried all the other means to cut off the management cost. The effort of "dietting" 

succeeded in the recover of-profit at the beginning of 1979. As the by-product of 

this negative policy, the situation of the employment became. very severe.~-~-- un­

employment increased, especially that of. elder male employees, on the- other hand, 

the female employees increased because their wages are lower than -that .. of _male. 

Moreover, , the employment of manufacture industry decreased through the" dietting" 

which was covered by the increase of tertially industries. 

Thus the labour market changed into the buyer's market from the seller's market 

in the days of hyper-growth; Under this condition of labour market, the annual wage 

negotiation by the labour union restricted to be.moderate. The rate of wage increase 

could not over 10% after l976,which level could exceed a little the rate of increas­

ing consumer's price, however, the increment real volume of living was at most 2 or 

3 percent in a year .. 

Thus, as surveyed ~n this section, the stimulating power of domestic demand was 

not so strong that for the recovery of Japanese economy, inevitably export should 

play most important part at 1975 or 1976. 

., 

,••_;, 
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Aftervards, since 1977 and 1978, the Government expenditure increased so 

rapidly to· accomplish seven percent economic growth without the increase of demand t· 

from abroad. Since 1978, the domestic demand such as private consumption and private 

.. investment are going to increase by the succe es of.·" dietting " and the stimulation 

policy. Looking from the inside of Japan,it looks like that the long adjustment 

period after·the oil crisis finished· at this period. However, as shown in next sec~ 

tion, the new tight money policy is going on now. The future course of Japanse 

economy will be not so easy. 

2. ·International Situation Surrounding Japan 

After the oil crisis Japinese economy required some new sauce of demand to 

recov·er- from the depth of recession, b'ut, ·as we mentioned above, the domest'ic 

market was not so expectant. The expectation to the foreign market inevitably 

expanded. Moreover, it was favoravle condition for Japan that the terms· of trade 

of Japan was going to worse from the influence of rising price of imported crude 

materials, as was represented.by the case the crude oil. 

on the other hand, the devaluation of yen from 265 yen at september 1973 to 305 yen 

at December 1975 was another favorable condition for Japanese export. 

Chart 2 shows the behavir of exchange rate, foreign trade in US dollar, volumes of 

e)Cport. and import at constant price, and the price indexes. Although the balance 

of trade was deficit only few monthes after the oil· crisis, 'the surplus of trade 

was not so large mainly because of the slump of world trade in 1975. But since 

;·· 

, .. 

the beginning of 1976' exports got on the rising stream - the business made every ~~-
, •. 

efforts for cutting off the cost of production and_• expansion· of foreign market 

beside the. fact that the world trade. recovered from the bottom.The consequence of <. 

such efforts was the fact that the price index of Japanese export took downwards trend , 

since 1974, despite of the upwards trend of that. of import prices. The industries 

of Japan could find the means of survive by export. The share of balance of trade { 

was verJ important to compensate the declining of private investment and keep 

the 5 6 % growth trend of total economy. 

Table 1 shows the structure of increment of GNE at constant prices· Reflecting. the 

improvement of the balance, the exchange rate of yen took the course of evaluation, 

However, the range of evaluation was rather mild until the end of 1976. But at 

··beginning of 1977, the international situation has changed to blame the enormus 

surplus of Japanese balance. U S Government gave a warning that Japan should take 

every efforts to stimulate-· the domest.ic demand and supress the increase of ex- i;. 
' port, or the balance of trade at the countries except OPEC will suffer unfavorable 

influences, and the exchange rate of yen should be evaluated more and more. Japanese 

·-.J. 
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business went down a mini-recession again by the deflationary influence of evalua­

tion in the last half of this year, Japanese government forced to take a real 

policy to stimulate the domestic economy through expanding the public investment and 

loose moneY policy in spite of her deficit of revenue. 

·:rable l. Structure of Increment. of GNE at 1970's Prise(l,OOO billi.on yen) 

GNE Private Private Private Gov't · Gov't Current 
consumption fixed invest- Inventory Investment Corisump- Balance 

ment investment tion 

1973-74 -15 1,123 -1,832 -:-994 I· -101 310 2,410 

2.974-75 2,975 1,946 -749 -1,215~ 359 393 1,425 

1975-76 5,635 2,372 372 616 8 216 1,923 

1976-77 5,710 2,288 243 -257 1,314 352 1,481 

l977 -78 5,906 3,172 1,974 244 1,784 453 -2,122 

In 1978 and 1979, this policy succeeded in the objectives the domestic market 

recoverd and the balance of trade changed to·deficit in 1979. 

Now, ·r would like to consider the influences of the violent fluctuations of 

exchange rate of yen to the Japaness balance of payment problem. Trwoly, the rapid 

evaluation of yen since Janualy 1977 to October 1978 and the devaluation afterwards 

introduced some comlex. disturbances to Japanese economy. These influences will be 

able to consider from three sides. The first is the.time lag which is appeared on the 

export - so-called J-curve effect. The second, the.discrepancy of the balance of trade 

•hen it is sho·Hn from abroad or domestic. The third, the influence to domestic prices. 

Let us deal with these three problems. 

At first, the J- curve effect is interesting. As it is well known, under the 

floating exchange rate system, we can see the J -curve effect.~· Few monthes after the 

exchange .rate devaluates( evaluates) , the export at foreign currency rather decreases 

( increases ) because the exports contracts at the higher (lower ) rate realizes. 

The true positive ( 'negative.) effects will • ·- appear. , after this trarisi tory periods. 

In Japan, the evaluation of yen continued over 20 monthes, So that the negative effects 

on her exports did not appear' ·· so long - about 12 monthes. As shown in chart 3 , once 

the exchange rate evaluated, the exports in dollar increase about 6 monthes, it decreas<os 

after this period, But in this case, as the rate continuously raised, ·so many.· ef"fects· over· 

rupped that, the total export in dollar begin to took downwards trend after 12 monthes, 

This time lag is very important because the influence of evaluation of yen do not 

appear about 12 monthes, the evaluation goes inevitably to extremly higher than sound 

level, then the devaluation begins a?d go to some too low rate through the reverse 

process of J~ourve effect. Although at the middle of September 1979, for example, 
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Japanese yen is about 224 yen which level, we might say, will be too low when we 

compare the trend of severe inflation in U S and more mild case of Japan, but the 

behavior of the exchange market looks like iead to lower_-rate .. -of. yen.: We must ·suppose 

some reaction after several monthes. 

If such a fluctuation will be usual· process under the floating system, it will he 

necessary to find some alternative system to dicide exchange rate. Without such a 

syste~ the domestic economy should face to perpetual swings caused from the fluctuation 

of exchange rate. 

We can see an adequate example the swings caused the exchange rate fluctucation. 

in Japan. 

In chart 2, the difference between the export and import at constant price is extremly 

wider than that of nominal US dollars. This is the consequence of the price of im­

ported. goods goes to higher comparing with the price of exported goods. Thus the vo­

-lube. of import almost constant from 1974 to 1977. On the other hand, the volume of 

export increased rapidly. Japan took the disadvantages under the unfavorable terms of 

trade. In this situation, the evaluation of yen introduced a new distrubance, Looking 

from_ inside of Japan, the price of imported goods decreased_reflecting the high ex­

change rate, on the other hand, the price of·exported good in yen should increase 

if exporters wishes to keep the total receipt. However, Japanese firms wished to keep 

the volume of export sacrificing the receipt of export. This price behavior invited 

further evaluation of yen. The price of Japanese cars in U S begin to rise in the 

last half of 1977, after the receipt of yen dec2ined· too much. 

The third problem was the influence of changing exchange rate to domestic e~oncmy of 

Japan, When the evaluation of yen decreased ( increas~d ) the-price of imported good, 

the level of wholesale and consumer's:·price :moved· to ··the-same· direction, so tha£-in 

1977 and 1978, the wholesale- price index experienced absolute decrease and increasing 

rate of consumer's price were lowest in 1970's. This was a unexpected by- product of 

the evaluation. Moreover, the industries based on the imnorted materials - such as . . - . 

iron and steel, oil refinery, petrochemical and elctric power etc, were very lucky 

because of the decreasing cost of crude materia~s, however, the export industries 

except Several· ones vith .strong ·c.ompetitiv~·power-such as motor- car, electric 

machine and electronics etc., troubled at the decreasing reciept. These chain of 

influences flew upstream since November 1979 when value of yen began to devaluate. 

The •·holesale price took upwards trend severely because the influences of the 

rising prices of imported goods. The balance of industries depending on the imported 

materials became tight. The Bank of Japan took a dicision to raise the official rate 

of discount to protect the possible hyper-inflation caused by the devaluation and th~ 

increased oil price. We can find another example on the unfavorable effects of the 

floating exchange rate system. 

• '';> 
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Concluding Remarks 

I made a survey on the Japanese ·economy in 1970's. We can understand the stand­

point of Japan in the international perspective. The position of Japan in 1970's and 

1980's, are very important and Japan should feel and play heavy responsibility to 

keep stable development of the world economy. We can, moreover, understand that Japan 

·should not behave from only her interest, for example, if the fluctuation of exchange 

rate of yen might be an unstable factor for domestic economy of Japan, she should 

not try it at a fixed level. Or Japan should not try to expand her export over some 

reasonable level which the stable balance of world economy. 

However, I would like to say that,the-extreme fluctuation of exchange rate of a 

country introduce an unstable state for ~er domestic economy. 

Japanese expericence since 1977 was an adequate example of it as I have shown in 

section 2 of this paper. I wish to propose that some possible range on the floating 

exchange rate should be set up to· avoid the extreme fluctuations that will bring 

about· ~stable situations in the domestic economy: 

Of course, I do not wish to reconstruct .the fixed exchange rate system, or any other 

severe restrictions. My idea is. that .. a.. loose range should be set up - for example, 

from some one day after one year, the exchange rate should not shift some fixed per­

centage- may be say· 10% -to upwards or downwards. 

I can forecast many troubles if we set up such a limits. - how to deal with the 

exchange market if the excess demand or supply introduce over limit rate? how to make 

up the international understanding? and so on. 

However, I would like to say that, present floating system is a product of a 

transitory period, we have to look for more reasonable system_which will compatible 

the international and the domestic economy as possible as we can. 

•· 

:·.;,o. 
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Introduction 

JAPAN AND ITALY: OLD AND NEWLY EillERGING 
ROLES IN THE INTERNATIONAL DIVISION OF Ui30UR ( *) 

Among the three major fastest growing countries after World V/ar II 
(Germany, Japan and Italy), Italy and Japan both classify·as late industria­
lizing nations. 

Following co~~only accepted definitions, Japan was the only non­
European country that 1·1ent through an industrial revolution before the be­
ginning of the XXth century. Germany, Italy and Japan were the three major 
losers of World War II and all three experienced a surprisingly rapid pro­
cess of reconstruction and a growing share of world manufacturing exports 
since then. T:~erefore many historical analogies justify increasing atten­
tion and efforts of quantitative analysis of the economic development per­
formance in these countries. This paper is concerned with the intensity 
and composition of economic "openness" of Italy and Japan. Without any 
claim to cover serious historical issues, Section I recalls some essential 
similarities and differences in the long run historical profit of industria­
lization and trade until World War II. The changing mix in comT.odity ex-

,. ports and trends in import propensity during the post-war period are then 
briefly reviewed in Section II, and some reasons are explored for explain­
ing the faster rate of "industrial reconversion" exhibited by Japan, in the 
last 30 years, including the newly emerging scenarios of international de­
velopment and specialization in the "post-oil" era. Section Ill contains a 
summa~- and some concluding observations. 

(*) A valuable contribution in providing the background material and argu­
ments for the present paper has been given by Dr. Franco Malerba of the 
''Bocconi" University. 



I - THE HISTORICAL PROFILE 

Both Italy and Japan underwent the 11big push" or the early phase 
of modern·industrialization approximately in the three decades preceding 
World vlar II. 

In both countries this process was initially dominated by the rise 
of the textile industry (first, as import substituting, then, as a major ex­
porting industry), whereas basic metals and engineering manufacturing acti­
vities gained momentum in a subsequent phase. Public expenses for basic in­
frastructures (e.g. railroads) and war preparations provided crucial oppor­
tunities in both countries for the take-off of these two modern manufactur­
ing industries. 

But two important features of Japanese historical development are 
worth noticing, in contrast with the Italian experience and, for that pur­
pose) with the experience of most Western European co~~triesa First: a sub­
stantial degree of "openness" of the Japanese economy started only after 1860 
and reached comparable European levels only shortly before World War I. 
Second: the inter-war period was a peak period for Japanese "openness", in 
terms of exports of manufactures and import of industrial materials, since 
Japan was leest affected by the 1929-32 crisis. Both features bear implica­
tions for the more recent post-war period. 

Table 1 shows that the weight of the "foreign sector" (merchandise 
exports and imports) over the national product in Japan was still about half 
the corresponding value for Italy as an average during the last two decades 
of the XIXth century. But the same table also shows the impressive opening 
of the Japanese economy in the decades preceding World War II. The emergence 
of Japan as a major trading nation in this century appears even more dram­
matic if we look at relative export shares (of manufactures): see Table 2 
and Fig. 1. While at the beginning of this century only 1.5% of major count­
ries manufactured exports originated in Japan, as against 3.6% in Italy, 
thirty years later the Japanese share (4.0%) had already surpassed the share 
of Italy (3.8%) and the declining share of Switzerland (2.8%). The Japanese 
share of world manufactured exports peaked soon before World vlar II (6.9% in 
1937) (~ee note A at end of section) .. Such an impressive perfo!'mance can 
only be compared with the emergence of the United States, who in the first 
half of this century more than doubled its share of world manufactured 
exports, before undergoing the long decline· of the recent post-war period 
(see ~.ote B at end of section). 
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To get a clearer understanding of analogies and differences between 
evolution of japan, and Italy's international position, let us 

recalL the main phases of their industrialization processes from the 
viewpoint of thei,r respective foreign sectors. 

The Jananese Experience 

Following a periodization recently proposed by M. Baba and M. 
Tatemoto (1968), the development of the Japanese foreign sector up to 1937 
can be syntbesized as follm<s: 

1858-1867 

1868-1896 

Even before the attempted colonization by the U.S. expedi­
tion (1853) and until the May 1867 revolution, the absence 
of tariff autonomy accompanied the early rise of Japanese 
foreign trade, with exports dominated by traditional semi­
manufactures (silk and tea accounted for about So% of 
total exports) and 70% of registered (see also note C at 
end of section) imports dominated by cotton and wool ma­
nufactures. The trade balance was in surplus for most of 
the decade. 

The Meji restoration (1867) opened a great period of 
social and economic change until World War I. Metal pro­
ducts and capital equipment started gaining share over 
total Japanese imports and the trade balance tended to 
deficit. vfuile silk and tea kept a dominant share of 
Japanese export~ from 1880 to 1896 the first phase of im­
port substitution took place. Cotton and woollen manu­
factures started being produced at home, first with tra­
ditional techniques (e.g. hand reeled silk), then with 
more capital intensive foreign technology (e.g. French 
silk factories, British cotton and wool factories). As 
a consequence, the trade balance rapidly turned to sur­
plus and the share of manufactures over total imports 
started falling at the advantage of materials and food 
(Table 3). Chinese reparations and fairly large capital 
inflows allowed domestic infant industries to gain 
strength before the end_of the century. 
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1897-1915 

1921-1937 
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While the composition of imports was changing very rapidly, 
with textiles, other raw materials and machinery taking the 
place of manufactured textiles and clothing, a favourable 
export performance due to a fast growing world demand of 
manufactures and semi-manufactures allowed a fairly easy 
financing of capital goods imports. Traditional semi­
manufactured exports were therefore crucial for consoli­
dating the process of Japanese industrialization (see also 
.noteD at end of section). The contribution of exports to 
total GDP growth was 29% as against less than 10% in the 
previous period (Table 4). Nonetheless, owing to the 
rapid import growth, the trade balance tended to deficit. 
Again, the efforts of industrialization through import of 
foreign machinery (for domestic production of textiles, 
construction materials, agricultural goods, energy, etc.) 
were sustained by sizeable foreign capital inflows and in­
demnities following the successful Russian-Japanese war 
(1897-1903). 

This was a crucial period for the Japanese international 
position in all respects. ·First, Japan's non-dominant 
position as textile exporter in the world markets, as a 
rather rapid follow~up to the import substitution phase 
during which the domestic import textile industry had 
been consolidated. In 1937 more than 60% of manufactured 
Japanese ~xports consisted of textile manufactures (yarns, 
fabrics, clothing). In the same year Japan's share was 
23% of world textile exports: Malerba (1979), Meizels 
(1963, p. 342). A marked Yen depreciation reflected in a 
clear downfall of Japanese relative export prices (Fig. 2) 
and associated to a rather high price elasticity of 
Japanese exports in the world market (see note E. at end 
of section), allowed a strong increase in relative vo­

.lumes but also in relative values of manufactured exports. 
As already mentioned at the beginning, the Japanese export 
share in world manufactured exports reached the impres­
sive peak of 7%, higher than France (see again Table 2). 



' 

' j 

' 

:)!~;. 
'., . 

..... ,. 
• -1_~· 

-~~7 
·h 

~~~'. :·;·-;.-

:;.:,·::.:. 

4 

In this period one clearly sees the signs of today's 
well-known ability of the Japanese industry to adapt its 
supply to trends in world demand. This is also reflected 
in constantly high values of the income elasticity of 
Japanese exports (see also note Eat end of section). 
Owing to this high competitiveness and prompt adaptabi­
lity, Japanese exports were least hit by the big world 
economic crisis of 1929-32; in particular by the excep­
tional fall in U.S. import of manufactures. Japan was 
the only industrial country whose exports to the U.S. in 
1937 (mainly textiles and consumer goods) managed to 
reach a level far higher than the pre~crisis 1929 level 
(see note Fat end of section). 

From 1913 to 1937 per capita manufactured exports in 
Japan roughly quadrupled, while in Italy they increased 
about 70% (Table 8). , Even in the st-rongly_ emerging 
United States, per capita manufactured exports increased 
by 65% in the same period •. -.As a reference, in the declin­
ing Britain they decreased by 40%. 

The contribution of exports to Japanese GDP growth from 
early 1920's to mid-1930's reached an unprecedented 39%. 
Ynis is perhaps the only period of Japanese economic 
history 1860-1960 which can be approximately defined as 
"export-led growth". The share of manufactured exports 
of total Japanese exports jumped over 57% in the period 
1936-40 (Table 3). The proportion of domestic manufac­
tured production exported abroad reached the all his­
torical height of 40% for Japan in 1937 (Table 5). 

But the picture on the import side is also crucial, since 
in the two decades preceding World War II Japan underv1ent 
the second marked process of industrialization through 
import substitution, this time related to capital goods. 
The share of manufactures of total Japanese imports 
fe]_l to 15%, down from 32% at the beginning of the cen­
tury and 52% in 1976-80 (again Table 3). The domestic 
income-elasticity of Japanese import demand fell below 
0.4%, according to Baba - Tatemoto estimates (1968, p. 
181). 
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vfuile GDP per capita approximately doubled from 1913 to 
1937 (as against increases of le% in Italy, 15% in Bri­
tain and 30% in U.S.A.) per capita manufactured imports 
went up by 10% (Table 8). 

Despite a rate of GDP grov1th (global and per capita) re­
markably higher than Italy since the early XXth century 
(again Table 8), and despite the absence of any expli­
citly autarkic domestic policy comparable to the Italian 
experience during the 1920's and 1930's (see below), 
Japanese and Italian ratios of import to apparent con­
sumption in manufacturing fell by about the same percent­
age from 1899 to 1937 (Table 8). 

Despite these rather favourable trencs in imports and ex­
ports, in the inter-war period the Japanese trade balance 
stayed in deficit (although negligible from 1929 to 1936), 
mainly due to the sizeable deterioration in terms of trade, 
whose index Vlent from 100 in 1929 to 23 in 1937 (see note G 
at end of section). 

The It2lian Exoerience 

Accurate end detailed quantitative analyses of the relations between 
industrialization and development of the Italian foreign sector are not yet 
available. Some long-term series concerning the Italian foreign trade have 
been included in past international comparisons of world exports, such as 

'· Tyszynski (1951, Baldwin (1958) and Maizels (1963). A rather synthetic pro­
file of Italian imports and exports and relative propensities from 1861 to 
1964 can be found in Balloni (1969). Here follows a brief recollection of 
the main phases of Italian industrialization since the period immediately 
preceding national unity (1860), with regard to major implications for 

- __ , Italian 11 openness 11
• 
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Cavour, the outstandiug political leader of the national 
unification, impr·essed a free trade approach on the ini­
tial phase of post-unity development. Today most economic 
historians (G. Luzzatto, R. Romeo, and A. Gerschenkron among 
others) agree that su0h an early opening to European and 
overseas partners brought about remarkable costs together 
with the tradition&l benefits (capital inflow from abroad). 
In fact, an open and unified market was imposed upon a 
country not yet endowed with the basic agents for indus­
trial development (entrepreneurship, labour skills, na­
tionally minded bureaucracy, etc.) and for modern agri­
.cultural take-off (see note H at end of section). 

In this period, while public and foreign capital was 
mainly directed to build basic infrastructures (e.g. 
transport, water supply), the dismantling of wheat pro­
tection and subsequent reforms of customs regimes brought 
about beneficial opportunities to silk and wine exporters, 
at the expense of the traditional agrarian centiers 
(cereal growers) and of the cotton industries, including 
those located in Southern Italy (strong competition of 
British textiles). Therefore, on the one hand, the m8re 
modern part of agriculture was encouraged but, on the 
other hand, the infant textile industry was penalized, 
the Southern part of the country started its secularly 
lagging growth and, finally, the metal and engineering 
industries missed their first opportunity to take-off, 
lacking a rapidly expanding domestic market. As a matter 
of fact, GDP growth registered a poor 1% average annual 
rate of growth during this phase. 

Mid-1870's - This period was characterized on the international economic 
to scene by the European agrarian crisis (mainly attributed to 

mid-1890's rapidly increasing imports of cereals from overseas., fol­
lowing a substantial lowering of ocean freights) and a 
worldwide recession initiated in the late 1880's. In Italy 
the "centre-leftist" government headed by Depretis reintro­
duced protectionism for both agriculture and basic industry 
(metals, textiles). Bu·~ Italian agriculture had already 
missed the opportunity of an efficiency minded French revo­
lution, and steel and metal industries soon found support in 
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a more sheltered "public demand" (state subsidized ship­
building and railroads) than in an expanding private do­
mestic and foreign market (see note I at end of section). 
The engineering sector was still in a backward situation., 
while most specialized capital goods (agricultural and 
textile machinery and machine tools) continued to be im­
ported from abroad. Towards the end of_ the centurJ Italian 
exports still originated from almost 70% of food and raw 
materials (mostly silk) (Table.6A); ·textiles and clothing 
were about 70% of the remaining manufactured exports 
(Table 7); these percentages· were very close to 
Japanese ones. 

After two subsequent government coalitions,more sensible 
to the agrarian rent and to big industrial cartels 
(Crispi 1887-1896, Liberal Right 1896-1901), the Giolitti 

· government. managed the country in its "big push 11 or main 
period of industrial revolution. ~~ile public and foreign 
investments fed the expansion of the basic industrial in­
frastructure (transport, hydroelectric energy), the metal 
and engineering industries started to integrate among 
themselves. The share of industrial value added upon GDP 
rose from 19.6% (1895) to 25.0% (1914), while the share 
of agriculture correspondingly declined from 49.4% to 
43.0% in the same period. The Italian share of world 
manufactured exports >las roughly stable but manufactures 
started gaining weight in the total basket of Italian 
exports at the expense of raw materials (Table 6A). 
Within Italian manufactured exports, the share of textiles 
and clothing remained overwhelming (more than 60%) but 
began to decline in favour of metal-related and various 
consumer goods (Table 7). 

The emerging of the new American continent attracted a 
huge inflow of overseas Italian emigrants, whose remit­
tances helped substantially to finance a persistent trade 

·deficit. At the same time German banks expanded their 
role of capital importers into the newly emerging Italian 
industry; a role that was to gain importance during the 
subsequent inter-war period. The preparation and conduct 
of World War I gave the first spurt to the engineering in­
dustry, which thereafter began to be more carefully pro­
tected (see note J at end of section). 
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The new 1921 Customs Tariff increased protection for the 
already largely concentrated steel industry and introduced 
substantial protection for the emerging engineering indus­
try. While import substitution effects were supported by 
an increasing availability of electrical energy for in­
dustry, manufactured exports were sustained by the lira 
depreciation after 1921. Before the great world crisis, 
the infant automobile industry found rapidly increasing 
export outlets (export reached 61% of total Italian pro­
duction of road vehicles in 1928, as against 27.4% in 
France, 14.3% in the U.S.A.,and 7.7% in Germany), the do­
mestic market being still rather tenuous (l car : 254 
inhabitants in Italy in 1928, against 1:137 in Germany, 
1:41 in Britain, 1:40 in France and 1:5 in the U.S.) (see 
note Kat end of section). But Italian manufactured ex­
ports, much like the Japg.nese, remained overwhelmingly 
dependent on textiles and clothing (66% in the "peak" year 
1929 and almost 50% in 1937. 

Most European countries went back to fixed exchange rates 
in the mid-1920's. (Mussolini, head of the fascist re­
gime, imposed a much too strong revaluation of the lira in 
1927 ("quota 90 11 against the pound sterling), in a poli­
tical rhetorical effort to improve Italy's international 
status. Despite some compensatory measure for gaining en­
trepreneurial consensus (fiscal and domestic transport 
costs cuts), Italian exports were badly hit (see note L 
at end of section). 

After the great crisis, the Italian economy consolidated 
its isolation from the international market. Italian 
industry became more and more state controlled ("Corpo­
rate State"), badly damaged by an increasing dualism bet­
>men cartel agreements among large firms (favoured by 
strict bank industry connections) and atomistic competi­
tion within the immature and dispersed universe of very 
small firms and handicrafts. Large and inefficient indus­
trial firms ~1ere increasingly taken ,into rescue operations, 
first through I .M. I., then through the newly born "Isti tu to 
per la Ricostruzione Industriale' (I.R. I.), which was to be-

" . d lt come a central feature of the post-war m~xe economy • 
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Conclusions on Italian and Japanese "Openness" 
until Horld Har II 

Japan's particular geographical location was probably determinant 
in keeping this country out of European colonial domination since the middle 
ages. Its temperate climate, on the one hand, favoured a relativel:,• high de­
gree of national self-sufficiency in basic com~odities and, on the other hand, 
made this country less attractive to European colonial powers reaching out for 
abundant supplies of tropical products. North American attempts to submit 
Far Eastern areas in the XIXth centu~· were also made less urgent by a large 
avail=..bility of mineral and agricultural resources in North America itself 
and in the nearer Central and Latin American countries. 

Perhaps precisely this absence of colonial domination was a deci­
sive factor in explaining Japan's earlier industrialization, relative to all 
other non-European countries. A lower rate of population growth relative to 
other semi-industrialized countries (see note M at end of section), where a more 
rapid drop in mortality rates was brought about by the diffusion of Western 
medical innovations, prevented Japan from hea~J demographic pressures which 
have typically choked off early efforts of industrialization in developing 
nations during the last two centuries. Moreover, Japan could avoid the mas­
sive disruption of local handicraft activities supplanted by imports of cheap 
manufactures from Hestern colonial nations. 

Japanese economic culture, gr0\111 in isolation from the Continent 
until mid XIXth century, struggled to maintain its "insular" character there­
after. Efforts of industrialization in late XIXth century probably reflected 
an urgent need to maj_ntain self :sufficiency and to cover against the risk of 
further North American invasions (see note N at end of section). 

The lat~ but very rapid, opening of the Japanese economy during the 
first decades of the XXth century should probably deserve more attention than 
it has received so far, when one tries to understand the not-too-remote roots 
of Japanese insularity and export success in the second post-war period. The 
striking similarity between the Japanese and Italian manufacturing export 
structures until 1950 (Table 7), the presence in both countries of two similar 
subsequent import substitution phases (first textile comsumer goods, then 
single mac:Oinery and basic intermediaries), a similar structure of external ac­
counts (trade deficits financed by capital inflow and foreign reparations or 
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emigrant remittances, should not lead one to forget the very different un-
, · derlying character of these two countries processes of industrialization. 

Japan developed its industrial take-off initially almost in isolation (ex­
cept for. imports of locally non-available raw materials), then reached its 
maximum :'propensity to export" just when the U.S. started to substitute 
for Britain as a 11 central 11 trading country, while European industrial na­
tions wemo through a process of temporary closeness and autarky. 

Ite.ly we.s, from the beginning of its industrial take-off, closely 
tied to Europee.n demand for temperate food and single consumer goods, as 
well as the European supply of intermediaries, durable consumer goods and 
various capital goods. Until World War II, Italian manufactured export 
shares were almost stagnant. The second import substitution phase, ex­
perienced by Italy during the Fascist protectionist period, contributed 
to dele.y and distort the emergence of a truly internationally minded en­
trepreneurial cle.ss, while at the same time mane.ged to keep the import 
propensity only artificially low. Soon after the second World War, Italy 
did not face any reasonable alterne.tive to the very rapid process of Euro­
pean integre.tion. Japan ce.me out of the war far worse off in terms of 
destruction and poverty, but its roots of "insular industrialization" had 
already strongly consolide.ted. The same roots were well alive during 
Japan's Erowth in the post-war period. 
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I - THE HISTORICAL PROFILE 

N 0 T E S 

:A Only slight differences arise between those relatively recent Maizels' 
(1963) estimates and previous estimates, mainly due to various geo­
graphical inclusions of non-industrial areas in "world'.' exports. Tbe 
Japanese share of world manufactured exports in 1937 was 7.2%;accord­
ing to Tyszynski (1951). 

B Notice that,basically,the same trends in relative.posl~lons of va­
rious major exporting countries,in the long run,appear if each coun-

~·....::.c __ .-

try 1 S share is approximated in volume terms rather than in current 
prices (Fig. 1). Both Japan and Italy, as well as other small Euro­
pean industrialized countries, were characterized by a marked dmm­
ward trend in relative unit values of their manufactureQ exports, 
vis-a-vis their respe.ctive competitors (Fig. 2), as well as by a 
price-ela•sticity of manufactured exports well above 1: Maizels (1963), 
p. 214; Baba-Tatemoto (1968), p. 178-9. 

Some caution must be u~{ed in interpreting these early customs data, 
since in Japan, as in most countries at that time, imports of plant 
and equipment related to the military sector (including ships and 
railroad equipment) were not registered. 

, · D See also Kindleberger (1962), p. 206. 

E See again repression estimates referred to in the footnote above. 

F Maizels (1963), p. 100. 

G Baba-Tatemoto (1968), p. 180. 

H Gerrr~ny experienced a unified market (Zollverein) about 30 years 
before national unity was attained. 
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I - THE HISTORICAL PROFILE 

N 0 T E S 

I Ho1·1ever, the Depretis government managed a significant expansionary 
period until 1887, during which many elements of "modern industria­
lization" were already present: see S. Ferroal tea: "Decollo, ciclo 
e intervento dello Sta to", in Caracciolo (1969). 

J See, among others, J .S. Cohen: "La rivalutazione della lira del 
1927: uno studio sulla politica economica fascista", in Toniolo 
(1973), p. 327-350. 

Romeo (1967), p. 142-3. 

A. Caracciolo: "La grande industria nella prima guerra m::mdiale", 
in Caracciolo (1969). 

F·rom 1870 to 1910 Japanese population grew at a 0. 9% annual average 
rate, as against 1.3% in Mexico, 1.5% in India, 2.2% in Egypt and 
3% in Brazil: Bairoch (1976), p. 139. 

Some historians have recourse to socio-cultural explanations of 
Japanese industrial emergence before other Asian countries. They 
point to the Japanese mentality and religion more concerned with 
earthly problems and practical action than with contemplation. 
However, these widely popular qualitative and ethical (as opposed 
to political) explanations of economic development, a la \1/eber and 
Sombart, are partly contradicted by.most regional experiences 
(dualism) and some national experiences, e.g. catholic dominated 
Netherlands and Belgium managed to industrialize far before pro­
testant Scotland, contra Weber's expectations. 

--t,;;.·~ 



' 

-· 

---------- ---- ----------------------

13 

II - THE POST-W&'\ PERIOD 

Fairly detailed analyses of various post-war cyclical phases of 
Japan and Italy can be found in several books and papers. Here we focus 
only on a few considerations concerning analogies and-differences between 
the two countries in terms of growth of their respective foreign sectors. 

Imnort Fronensity 

Table 8 shows the impressive damage caused by World War II on 
Japan's industrial development. By 1950 Italy had already managed to get 
levels of per capita manufacturing production and consumption well exceed­
ing the 1937 level. On the contrary, again in per capita terms and at con-

·~:· 
.~ .. -- stan:. dollar values, Japanese manufacturing production had been halved and con-

~>· sumption ''as 62% of the 1937 level. Differences between the two countries 
~-~:>",--~·in terms of me.nufactured imports \'le re still more impressive: according to 
ilt;,:··. the sar:1e Maizels 1 estimates~ in 1950 per ea pi ta manufactured imports had 

~·(·almost doubled in Italy relative to the (autarkic) 1937 year, whereas in 
1!?~!~~:-Japan they shov1ed a more than seven-fold absolute decrease! Of course the 

' ·Jf~:<··8harp drop in Japan's economic activity after the war was generalized even 

i 
. j 
1 

-~ >- ·. ·P!f/'. outside the manufacturing sector. Per capita GDP in 1950 in Italy exceeded 
,;;;£[ by 38% the 1937 level, while in Japan it was 27% below. 
~4t;b;r .. 
~-~~:··. ·. The fairly high degree of "openness" reached by Japan during the 
• ~.,;-"'<::-
.,., · inter-v:ar period was thus followed by a substantial cutback. iif·.:· 

Table 9 shows that in 1953-58 Italy and Japan presented approxi­
mately the same ratios of foreign trade (goods and services) to GDP, around 
8-9% for both imports and exports at constant 1963 prices. 

Only in the 196o's one can clearly perceive how Italy, as all 
other European countries, started to increase its foreign commercial rela­
tions relative to GDP at unprecedented rates due to economic integrations. 
Already in the second half of the 196o's the foreign trade ratios in Italy 
had approximately doubled relative to 1953-58, whereas in Japan they were up 
by about one percentage point. By 1971-74 the Italian import/GDP ratio was 
20.2% (at 1970 prices), double the Japanese ratio of 10.5%. The Japanese 
export/GDP ratio was slightly higher (12.5% against 21.3% in Italy) . 
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The slow growth of Japanese import propensity since the post-war 
reconstruction again reflected geographical~and political factors which in­
cluded Japan to go back to "insular" growth. A "regional" integration 
with neighbouring South East Asian countries and Australia was even rein­
forced, but it mainly consisted of a "vertical" integration by which Japan 
imported its required raw materials (including coal and oil for energy uses) 
in exchange for manufactures. A rather intensive "hor.izontal" trade with 
the United States of America was to emerge after the mid-196o's, as a result 
of the impressive transformation in Japanese industry (see following point). 

Investment vs. Exoort-Led Growth 

It has already been anticipated that Japanese economic history had 
probably been characterized by export -led growth only during the inter-war 
~period, ;;hen Japanese textile exports supplanted British and French produc­
tion in the international markets, as a result of concomitant supply and de­
mand factors (fully pledged Japanese specialization after the import substi­
tution ph~se, disruption of international trade by disorderly protectionist 

Yen depreciation, and so on). 

As a matter of fact, the post-war Japanese growth was dominated by 
lec.st two domestic investment booms, in the 1950 1 s and in the second half 

of the 196o's. Only in the early 1960's did exports grow at a faster rate than 
fixed investoent (Table 10). As already shown (Table 9), the export/GDP 

··ratio from mid-1950's to early 1970's grew only from 8.6% to 12.5% at con­
,s~~~cstant prices. It did not increase at all if measured at current prices, due 

~to·botb falling relative international prices of traded vs. non-traded goods 
and services during the adjustable pay exchange rate regime, and to the over­

'•·~~···· ~1helming presence in Japanese export basket of manufactures produced at fal­
ling relative costs (large scale technological innovation). In the same 
period, comparable export/GDP ratios in industrial Europe went up by lOO% or 
more, following European integration (see note 0 at end of section). The 
Japanese performance was therefore characterized by a rapidly expanding do­
mestic market until the early 1970's.· In its turn, this reflected a strong 
multiplier-accelerator sequence fed by massive fixed investment in infra­
structure, basic industries and gradully in more sophisticated manufacturing 
industries. 
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The current account balance stayed in deficit until the mid -196)' c:, 
due to the rapid rise of raw materials and food import requirements and ~~ 
the absence of strong surplus invisible i terns. 

T..l-)e successful export performance v1as more a by-product of ja;::a!"les·::­
rapid accumulation in modern manufacturing activities than the engine fo,­
growth, although exports have systetratically shifted their composition in 
favour of industries more dynamic in vmrld demand and mo:-e integrated in t,:,e:.:­
import output structure (see note Pat end of section). 

In all Italian post-war cycles exports were the most dynamic compo~­
ent of aggregate demand (Table 10). However, in t:1e 1950's, while a fast. 
growing European demand provided a favourable outlet for the highly competi­
tive Italian manufacturing industry, a big impetus to Italian industrializa­
tion came from massive·ctomestic investments in housing reconstruction, enercv 
supply (electrification), road transport, which induced a fast growth in tt.e 
metal-working and engineering indUstrie-s. Then the neconomic miracle 11 of 195S--54 
arose out of a concomitant push of private consumer boom (a massive wave or 
consumer durable purchases, as living conditions started to consolidate after 
the enforced post-v:ar. austerity), a rapid modernization of ea pi tal equipment 
throug,'J import of more sophisticated capital equipment and import substi t·~ "tin;:; 
production of non-electrical machinery, an export expansion induced by the 
lowering of intra-EEC trade barriers and an early boom of the fast-gro-<:in;o 
chemical industry. 

After the 1963-64 monetary squeeze, very efficiently managed for 
balance of payments adjustment purposes (after the unexpectedly rapid dete­
rioration of the trade and the capital account balance in the late phase of 
the "economic miracle") and as a response to the first post-war ~mge hike, 
the Italian growth cycle picked up again. Thereafter exports cont~ued to 
increase their contribution to Italian GDP growth. From a purely statistical 
point of view one may then define Italy's performance in the most recent de­
cade as export-led gr01vth. However, unlike the period immediately folloV~ing 
the opening of EEC, the growth of Italian exports seems to plaY a role of 
consolidating the existing industrial structure more than forcing its trans­
formation (see note Q at end of section) ... Therefore, several authors prefer 
to speak of Italy 1 s economic development since mid -196o 1 s as export-supported 
groV~th rather than export-led growth. To see more clearly this point, let us 
compare Italy and Japan's trends in export structure in the most recent period . 
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The Evolving International Soecialization 

Up until the end of the 1950 1 s Italian and Japanese non-food manu­
factured export structures had been changing along very similar lines, with 
the textile sector roughly halved in its importance, a still marginal che­
mical sector and a rapid growth of metals, engineering and li&~t consumer 
goods share-s (Table 7). Approximately the same trenois held during the 
first part of the 1960's, although with some persistent differences in com­
position within the main sector: Japanese exports continued to be more cha­
racterized by consumer electronic goods and less machinery within the en­
gineering sector, by more ships and less road vehicles Hi thin transport equip­
ment, by relatively more intermediate products (fabrics, yarns, fibres) and 
less clothing and shoes within the enlarged textile sector (Japan had already 
started its decentralization of finished textile products to South East Asian 
neighbours, to whom it exported chemical fibres and dyestuffs, ~part from tex­
tile machinery). 

The late 1960's investment boom in Japan was then closely aimed at 
accelerating the rate of industrial restructuring, with the main er;;phasis on 
steel, electrical machinery and electronics, office machines, road vehicles 
and chemicals. The impact of this rapid reconversion of supply on export 
flows was already evident in the late 1960's and became · magnified in the 
1970's, when the Yen revaluation and price increases in industrial raw mate­
rials forced Japanese · industr~y-_ to put more and more stress on changing 
the product mix towards goods with higher value added and larger technolo­
gical input. The more recent impact of the oil crisis has reinforced this 
trend. A hi&~ly aggregate but illuminating analysis by Jetro (1979) of the 
compared industrial structure of. Japan and Germany from 1960 to 1975 (see 
Table 11) shows the impressive rate of industrial transformation undergone by 
Japan from 1965 to 1975. Within the structure of industrial value added, 
labour-intensive products came down from 35.2% to 26.4%, at the advantage of 
mostly capital-intensive construction materials (from 22.5% to 28.4%) and of 
relative technology-intensive sectors (from 19.5% to 21.6%) (see note R at 
end of section). But the comparison is really striking in terms of the ex­
pert structure and the related export/production ratio. In the same 10 years, 
within Japanese manufactured exports, labour-intensive goods (mainly tex­
tiles) went down from 28.3% to 10.5%, at the advantage of metals (whose share 
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of exports, however, had made ics gre~test advance from 196o to 1965) ~nd 
primarily of modern engineering sectors (from 37.9% to 56.0%). The compa­
rison of these trends with the remarkably stable (and more mature) struc­
ture of German production and exports is highly impressive. More dis<Oggre­
gated and wide ranging comparative analyses of foreign trade structures in 
the post-w<Or period (Conti, 1978) and in more recent ye2rs (Onide et al, 
1978) convey the same impression (Tables 12, 13 and 14). 

The comp3.rison v1i th Italy's export structure, world manufacturing 
shares and foreign trade ratios is of particular interest to our analysis. 
With the late 196o's the Italian aggregate share in world manufactured ex­
ports ceased to increase, since then it has oscillated around a flat trend. 
In connection with this sloH-down of aggregate relative growth, the struc­
ture of Italian exports has shown a considerably lesser intensity of trans­
formation, although there are several signs indicating that from 1968-69 to 
the mid-1970's it has· continued to 
structure (Onide et al., 1978, p. 

approach someho\'1 the average OECD export 
) . Moreover, if we look at. Italian ex-

port shares on the OECD market, so that account is taken of various signi­
ficant advances of the NIC's (newly industrializing countries) as exporters 
of manufactures to OECD markets in the recent years, the Italian specializa­
tion appears clearly to suffer the most .in its "traditional" sectors (clo­
thing, shoes, leather products, light consumer goods) (see note S at end of 
section), whereas Jap3.n had already "disengaged" by promoting an intensive 
decentralization towards South East Asia (Table 14). The emerging LDC's 
competition, among other factor~ has forced Italian traditional industries 
to "rationalize" (to become more capital-intensive) and above-all to dif­
ferentiate and improve their product mix. This type of nreconversiont1 

has undoubtedly contributed to the remarkable Italian export performance 
during the latest OECD upswing which started in late 1977. 

On the whole, one may reasonably conclude that since the second 
half of the 1960's, while the Japanese industry has multiplied its efforts 
to "reconvert" in a very broad sense, the Italian industry has reacted to 
the emergence of a more sophisticated domestic consumer market and to the 
new stress of international competition more by "rationalizing" its already 
existing production functions than by undertaking large shifts among sec­
toral activities. 
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Compared, Italian and Japanese trends in exports during the 1970's 
and prospects emerging from the latest industrial policy orientations in the 
two countries tend to confirm this judgment. From the end of the 1960's upto 
the mid-1970's Japanese exports made impressive advances in most metalworking 
and engineering sectors where world demand (including the newly emerging de­
mand by OPEC and NIC's) was particularly increasing: steel (especially on 
the U.S. and LDC markets), motor vehicles including commercial and industrial 
road vehicles, shipbuilding (see note T at end of section), office machinery, 
electronics and scientific instruments (Table 14). But most recent trends 
(data on 1977, the latest available year for interne.tional comparisons at 
disaggregated levels) and reliable information from political and business 
sources point to an uninterrupted reconversion of the Japanese industry which 
is under way. The very high Japanese specialization in steel, ships 
chemical fibres and simple consumer electronics and optical-photo articles 
had started to decline in 1977, whereas Japanese exporting efforts have been 
·very successful in many non-electrical machinery and equipment (a traditional 
German and Italian specialization now challanged also by France), including 
the strategic power generating equipment, instrumental electronics and tele­
communications. Of course, reconversion continues to take place also within 
sectors: e.g. video-tapes and compound TV sets are successfully exported by 
Japan, while more traditional tape recorders, radios and TV sets have mas­
sively shifted to South East Asian partners as producers. 

Japan's high propensity to export goods whose world demand show 
relatively dynamic trends (see note U at end of section) is clearly reflected 
in various econometric estimates of income-elasticity of exports from compet­
ing industrial countries, although results conce1~ing these statistical coef­
ficients are highly sensitive to different specifications of the independent 
variables (weighted and unweighted domestic or foreign price indices, various 
geographical definiti·ons of "competitors" and of "markets"J inclusion or 
exclusion- of cyclical variables proxies for supply factors, time lags and 
so on). Jetro (1979, p. 45-6) has published a· set of internatione.lly compar­
able repressions on the volume of exports and imports or' Japan, U.S.A., ·u.K;, 
Germany, France and Italy, with quarterly data 1967-77. Japan.oomes out vis­
a-vis the 5 other countries as having: (a) the highest long-term income and 
price:· ele.stici ties for export (an income elasticity of l. 622 as against l. 020 
for Italy e.nd less the.n 0.9 for traditional sluggish exporters as the U.S. e.nd 
tbe U.K.: this implies that, afterhe.ving taken into account relative price fac­
tors and various time lags, for each 1% increase in world. imports Japanese 
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exports t.end to grow by 1. 6% (see note V at end of section); (b) the lowest 
long-term income elasticity and the highest long-term price elasticity for 
imports (an income elasticity of 1,282 as against values around 2 for Italy 
and Germany and the peak value of 2.6 for the U.S.; this implies that, 
again after having taken into account relative price factors and various 
time lags, _for each 1% increase in domestic GDP, Japanese imports tend to 
increase by almost 1.3%) (see note W at end of section); and (c) the long­
est (after France) coefficient of delay in adjustment of exported and im .. 
parted volumes to changes in income and price variables; long delays in ad­
justment imply, among other things, a higher probability of the so-called 
"J curve" or perverse short-term effects of exchange rate changes. 

Some Reasons for Janants Rapid Conversion of its Exoort Structure 

The above comparison between Japan's persistently high speed of 
transformation in the commodity composition of its exports and Italy's slow­
dol'lll since the end of the 196J 1 s raises the question of which factors may 
explain these different trends. Here follows a brief summary of a few of 
them. Some of these mi~'lt be called structural characteristics, having their 
roots in the long run economic history of the two countries. They are fairly 
well knol'lll, although they would deserve a closer specification of their func­
tioning under recent conditions. Other factors relate to more recent inter­
national economic trends and they are also here suggested for further analysis. 

1. A strict bank-industry management cooperation. This is one of 
the features of the· 11 Zaibatsu" long tradition, soon re­

enacted after the last war. Italy experienced some sort of 
·operational connection between financial institutions and in­
dustrial management, especially during the industrial revolu­
tion period when a "mixed bank" regime was de facto accomodated 
even if not brought under formal regulation (see note X at end 
of section) but then came the disrupting "corporete state" ex­
perience launched by the Fascist regime and the system of in­
dependent and specialized financial institutions which still 
prevail today. 
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2. Financial and production decisions, in addition, are closely 
watched by national government, through the peculiarly Japanese 
industrial policy system. Miti's traditional fears of cut­
throat competition among national firms and very extensive 
highly skilled administrative apparatus induce and permit the 
central government to preside very efficiently over the rapid 
transformation in industrial structure, export and import po­
licy, and technological progress. Crucial domestic and interna­
tional investment decisions thus tend to be taken in a nation­
ally coordinated way, allowing the Japanese economy an extra­
ordinary degree of resilience through the various phases of world 
cycles and industrial reconversion. 

The Italian state-industry relations, after the distorting ex­
perience under fascism and the disorientated liberalism of the 
early post-war period, have been badly damaged by inefficient 
political leadership, disoderly legislation and the lack of a 
mature industrial bureaucracy of a French-German-Japanese type. 

3. A high complementarit:cand cooperation (sub contracting) between 
small and big business permits a rather efficient allocation of 
labour intensive vs. capital intensive production (small busi­
ness pays lower wages and higher rent price for capital) (see 
note Y at end of section) and favours rapid shifts in product 
mixes. In the recent post-war period the share of Japanese 
small business in total manufacturing employment and value 
added, as v1ell as in total exports, has consistently fallen, in 
response to Japan's growing specialization in production with 
large scale economies (see note Z at end of section). 

In Italy a small business also performs the role of promoting 
labour intensive activities, especially since the 1969 wage 
boom, but its higher degree of "independence" from large size 
firms has contributed to maintain, or indeed increase, the con­
tribution of small and medium firms to employment, output and 
exports (see note Al at end of section). Sub-contracting is 
also well practiced in Italy, but apparently is less finalized 
to redistribute production lines and to match two conflicting 
targets (raising large scale production and product differentia­
tion at the same time) in response to an increasingly sophis­
ticated world demand. 
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4. The well-knovm "permanent employment" system and the high de­
gree of social cohesion in industrial relations favour Japanese 
high intra-firm labour mobility within large size enterprises, 
as well as inter-firm mobility at the small business level. 
These deeply rooted features again reflect the "insular" cha­
racter of Japanese economic growth. Italian relatively hi~~er 
labour mobility had greatly petered out in the 1970's, under 
the constraints of a growing labour unrest and new labour le­
gislation, especially since the "workers' statute" hae been ap­
proved in the early 1970's. The Italian system of "employment 
guarantees" is much less sui table than the socio-cul turall~· 
based Japanese permanent employment system when rapid shifts 
in production, capacity utilization and patterns of demand are 
to be faced. 

5. Japan's great ability of searching for international markets, 
finding new outlets for domestic production, switching specia­
lization and offsetting international events unfavourable to 
domestic firms' international competitiveness receives much 
support from the old established network of Trading Companies 
(T. C. ) . Both the big "so go shasha" and the smaller sectorally 
specialized T.C. have built up international networks of un­
precedented extension, technical skills and organizational en­
trepreneurship. Other (European and American) T.C. fall short 
of Japanese T.C. 's ability to manage a multi-country and multi­
product scale of operations. But a primary peculiarity of 
Japanese T.C. is the extreme specialization of the trading 
phase relative to the production phase. Producers co~~it to 
the T.C. all aspects of the commercial process, from financing 
of stocks and delayed payments to risk insurance, transport, 
customs and legal procedures, tax liabilities, wholesale in­
termediation, advertising and after sale technical assistance. 
And of course the highly skilled personnel (more than 90% of 
Japanese employees in a typical "sogo shasha" are university 
graduates) and the powerful computer network (>;h:.ch has been 
compared with the Pentagon's!) are able to provide extremely 
timely information and forecasting concerning the international 
scenario, necessary to the producers for their product planning 
and strategy. 
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Italian export commercialization processes and institutions are 
far less sophisticated and often passively dependent on foreign 
buyers. This does not prevent small and medium size Italian 
exporters from discovering market opportunities, especially 
under pressure of a sluggish domestic market, but certainly 
causes a less prompt adaptation to changing trends in world de­
mand and competing supply. 

6. Unlike most European countries, Japanese producers have found 
themselves much more exposed to the emerging competition of 
NIC manufacturing exporters since the late 196o's. This fol­
lowed. both from the peculiar geographical position of Japan, 
close to some of the most aggressive new exporters, and from 
the relatively large weight in Japanese exports of the U.S. 
market, traditionally much more open to imports from LDC's 
than the European market (see note A2 at end of section). 

7. 

This circumstance may have significantly contributed to impress 
on Japanese export structure a much more rapid "abandonment" of 
traditional textile and apparel production since the second 
half of the 196o's than occurred in Italy. 

The effects of exchange rate changes on the industrial struc­
ture are highly controversial (much more is known on short-term 
price and cyclical effects) .. According to a well founded theo­
retical argument, close to the "effective protection" argument 
in the theory of tariffs, a real devaluation (revaluation) of 
the national currency induces gains (losses) for 
porters' competitiveness and/or profitability in 
their sectoral value added/gross output ratio. 
tional sectors are often characterized by higher 

domestic ex­
proportion to 
Since tradi­
value added/ 

gross output ratios than modern capital intensive sectors, tra­
ditional exporters' competitiveness and/or profitability may 
have been reinforced in the devaluing Italy for the same reason 
that it has been badly hit in the revaluing Japan. Moreover, 
to the extent that traditional exports are more price elastic 
than many technology intensive exports, again a devaluation 
(revaluation) is expected to favour (to penalize) traditional 
export sales. However the argument v1ould require many addi­
tional qualifications, concerning the impact of currency ad­
justment on domestic prices (nominal vs. real exchange rate 
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changes), the value added/output in modern skilled labour and 
technology intensive (not capital intensive) sectors, the beha­
viour of prices of non-traded domestic services rlhich serve as 
inputs to traded goods production, the inter-action between 
price and non-price factors in influencing exporters' competi­
tiveness, and so on (see note A3 at end of section). Finally, 
Japanese exports have been relieved by the substantial nominal 
and real effective Yen depreciation in 1974-75 (see note A4 at 
end of section). 

8. Aside from currency movements, the already mentioned investment 
boom that Japan managed to sustain from mid-1960's to 1973 has 
permitted a relatively large effort of industrial restructuring 
and reconversion, ultimately beneficial for the transforming 
export structure. Italian manufacturing investments since 1965 
not only have been much less intensive relative to GDP in com­
parison with Japan but have also displayed a sensibly lo\'ler 
average growth rate than during the 1958-64 cycle (Table 10). 

9. A final feature of recent Japanese international economic stra­
tegy, that has partly reflected but partly induced by itself a 
rapidly changing export structure, stems from Japanese direct 
investments abroad. The argument has already received much at­
tention, both in Japan and abroad, and deserves some closer con­
sideration. 

Japanese Multi-national Approach to the International Division 
of Labour 

the last 
1972-74. 

There have been two booms of Japanese direct investment abroad in 
15 years follov1ing the October 1965 liberalization; 1965-69 and 
The latter has been of overwhelming importance: SO% of today's 

cumulative stock of Japanese capital invested abroad stems from overseas di­
rect investment under~aken after 1972. 

Comparisons with Italian foreign investments are impossible given 
the very scanty statistics available; only the Bank of Italy publishes re­
gular figures, but they can hardly be interpreted, due to the unclear dis­
tinction between direct and portfolio capital flows, and to geographical 
confusions arising from large Swiss intermediation (see note A5 at end of 
section). 
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In comparison with more traditional American and British invest­
ments abroad, the Japanese expansion has of course been remarkably high: 
the average annual rete of growth of direct investments abroad in the 1967-74 
period lias been 3_1. 4% for Japan, 26. 1% for Vlest Germany, against 10.4% for 
U.S.A., 10.7% for Canada and 9.3% for U.K. (see note A6 et end of section). 
Today Japanese average annual direct investments abroad are around 3 billion 
dollars. 

The geographical and sectoral composition of Japanese foreign di­
rect investment is also peculiar relative to American and European invest­
ments abroad. The analysis of this composition and of its most recent 
changes conveys further elements to an interpretation of the Japanese past 
and foreseeable role in the international division of labour (see note A7 at 
end of section). 

From the geograohical viewpoint, Japanese direct investments are 
characterized by a high share of LDC 1 s as areas of destination: 6c.5% of 
the cumulative total 1966-76 as against 26.1% for U.S. investments and 22% 
for German investments abroad (Fig. 3). 
fleets the geographical composition of 
1970-77, 45.2% of Japanese exports were 
Japanese imports originated from LDC 1 s; 
European foreign trade is far smaller. 

This area orientation closely re­
foreign trade: as an average of 
directed to LDC 1 s and 51.2% of 

the share of LDC 1 s over U.S. and 
However notice that, within the de-

cade, there has been a tendency for Japanese investments to increase their 
&':!are going to Europe (from 2.3% of the total in 1966 to 1o% in 1976) and to 
modify the internal composition of their share going to LDC 1 s, in favour of 
Asian countries (from 18.8% to 29% of the total) instead of Latin American 
countries (from 28.6% to 15.7%), although Brazil continues to be a focus 
area for Japanese investments in metals, chemicals and road vehicles (see 
note AS at end of section). As a matter of fact Europe has increased its 
importance as an area of destination, also for German and more significantly 
for U.S. direct investments abroad in the same period. For Japanese invest­
ments, the increased European share may reflect, among other factors, an 
increasing attempt to penetrate European markets through direct production, 
since European goods are still highly protected against imports from Japan 
(see note A9 at end of section). One might even foresee for Japan,during 
the next 10-15 years, something similar to \vhat had happened with U.S. fo­
reign investments in the 1950 1 s and 1960 1 s: a grm1ing pressure to invest in 

I 
' 

i 
1/ 

'I 

I 
.I 
·r· :r 

I 

' 

i·· 

i 
!, 

I' i' 

••••• 

::I· 
" 

J, 
ij ~~ 



' ' 25 

Europe tnrough affiliates and subsidiaries in order to overcome external Euro­
pean trade barriers. However, at least for the past 10 years, the most re­
markable shift in geographical orientation of Japanese investment abroad re­
mains the increasing share of South East Asia, which reflects a peculiar stra­
tegy of decentralization and search for raw materials. 

This strategy appears more clearly if we look at the sectoral com­
position of Japanese overseas investments, as compared with U.S. and European 
investments abroad (again Fig. 3). First of all, manufacturing activities 
absorb a smaller share of Japanese investment compared with U. S, and es­
pecially German investments abroad (31.3,% of the cumulative total 1966-76, as 
against 44.5% for U.S. and 69.5% for Germany). This reflects a very high 
share of Japanese direct investment in mining and agriculture (search for 
safe access to importable raw materials such as oil, coal, wood, metals), 
as well as in commercial activities (trading companies). Within manufactur­
ing investments, Japanese direct investments are characterized by a large re-· 
lative share of textiles, lumber and pulp and (especially vis-a-vis U.S. in­
vestment) iron and non.-ferrous metals). American and German investments ab­
road are overwhelmingly directed to chemical and engineering activities, al­
though in the very recent years under the pressure of a revaluing DM there 
has been an increasing propensity of German textile and steel producers to 
integrate domestic with overseas production. 

On the whole Japanese direct foreign manufacturing investment is 
clustered in labour intensive and/or technologically standardized products, 
even within less traditional sectors: e.g. unsophisticated electrical ap­
pliances (batteries, fans and radios), metal products, light consumer goods, 
paints and plastics. Textiles, electrical appliances and sundries alone ac­
counted for 63.5% of Japan's total manufacturing investment in Asia at the 
end of 1975 (see note A10 at end of section). 

Other features of Japanese foreign direct investments, relative to 
American and European investments, are a high share of small and medium size 
investors, of "group" investments (several Japanese firms, usually including 
Trading Companies, take a eo-investment venture), of joint-ventures and mi­
nority ownership participations with local partners, of external fund financ­
ing relative to the total equity investment, of government participation 
through the Overseas Economic Cooperation Fund (equity participation), Ex­
port/Import Bank and other government agencies (loans), some of which specia­
lize in assistance to small and medium investors. 
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A fairly consistent and widely accepted explanation of these joint 
·features of Japanese foreign ventures has been proposed by Kojima (1973) and 
elaborated in further contributions of Japanese academicians (see note All 
at end of section). In contrast with typical U.S. manufacturing direct in­
vestment abroad, aimed primarily at exploiting fast growing markets (relative 
to a "saturated" domestic market) throug.'1 oligopolistic struggles against 
local advanced producers (the well knoh~ interpretation especially expounded 
by Caves, Hymer, Kindleberger, Galbraith among others) and/or at defending 
national production by decentralizing abroad production of goods in the later 
stages of the "product life cycle" (Vernon, Hufbauer.), Japanese overseas in­
vestment seems dominated by a logic of classical comparative advantages and 

£ factor endo"~ents. Aside from investment in trading activities (aimed at sup-
porting Japanese exports and in extractive industries for access to raw mate­
rials, Japan's direct investments abroad have reflected in a very clear way a 

1 transfer abroad of standardized technology to be combined into labour inten­
sive activities, including technology appropriate to small and medium size 
firms. More recently, a growing ecological concern has encouraged a strong 
push of japanese investment abroad in highly polluting and energy intensive 
productions such as steel, non-ferrous metals and petrochemicals. On the 
whole, Japanese overseas investment seems more "trade oriented" than its 
American counterpart (see note Al2 at .end of section). Even though the "pro­
duct cycle" explanation applies rather well to both phenomena, Japanese in­
vestment seems dominated by transfer of more "general" technology than U.S. 
investment abroad in goods as soon as they enter the second stage of the pro­
duct cycle. 

Marginal Japanese firms in "contracting" sectors (due to the evolv­
ing comparative advantages and relative factor prices) find it easier to 
cross the national boundary by going abroad and continue to operate in the 
same sectors becoming intra-marginal at the new local relative factor prices, 
rather than crossing the. industry boundary by shifting to other expanding sec-· 
tors at home. This could help to explain the relatively large share of mar­
ginal small and medium size firms (in contrast with U.S. direct investment by 
leading oligopolistic firms in the sector) and the high public financial con­
tribution which is needed to implement this strategy (see note Al3 at end of 
section). Moreover, Japanese investment seems fuore concerned with investment 
involving subsequent creation of imPorts into the Japanese market itself. 
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This sort of interpretation fits rather well the past characteris­
·tics of Jap3.nese overseas investments, but probably must be increasingly comp­
lemented by the "American" model in the years to come (see note Al4 at end of 
section) • 

Some factors that have markedly contributed to impress these charac-
teristics I< ill be less operational or even reversing themselves in the near 

' l future. If during the 196o's a largely unsaturated domestic market made less 
~ pressure on Japanese producers of sophisticated consumer durable goods and 

capital equipment to penetrate foreign markets, during the 1980's an in­
creasing need of oligolopistic aggressive strategies is likely to induce those 

,~ Japanese firms to promote their exports and their international production in 
more advanced industrial areas. Moreover, to the extent that Japanese. manufao-
turing overseas investments will continue their very recent orientation to the 
U.S. market (due to the strong Yen-Dollar revaluation) and to European markets 
(to overcome protectionist European import policies), they will inevitably in­
crease the share of Japanese foreign direct ventures in advanced oligopolistic 
sectors, at the expense of the traditional textile, single electronic and elec­
trical appliances. The very fact that labour abundant South East Asian count­
ries have been for Japan the main area of economic influence (for very simple 
geographical and political factors) (see note Al5 at end of section), as much 
as resource abundant Latin American countries and human capital abundant 
Europe have been for the U.S., contributes to explain the larger weight of tra­
ditional and labour-intensive activities in the basket of Japanese foreign di­
rect manufacturing investments relative to U.S. investments. Such a different 
goeographical orientation is likely to persist in the near future, though 
gradually diminishing. 

Regardless of which particular sectoral orientation will be taken by 
Japanese fo~eign direct investments in the years to come, an increasing degree 
of "internationalization" of Japanese production,presumably larger than the 
corresponding degree for ItalY, will reinforce pressures for a continuing trans-. 
formation of the Japanese export structure. 

Japanese firms will stress more and more non-price factors of their 
international competitiveness and will try to make the best use of further Yen 
revaluations vis-a~vis the Dollar for improving their network of foreign sel­
ling services and buying materials and parts at cheaper prices. 
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II - THE POST-WAR PERIOD 

N 0 T E S 

It should not be forgotten that only in the post-war period (over a 
full century) did world manufactured exports show a higher rate of 
gr01<th than world manufacturing production; from 1880 to 1940 rather 
the opposite held true (/>laizels (1963), p. 81). The change over in 
the post-war period must oven1helmingly be attributed to trade crea­
tion effects of economic integration in Western Europe. 

See T. Blumenthal (1972), who used 1965 input-output data for Japan. 

By transformation of the manufacturing industrial structure - here I 
mean relatively higher growth of innovation-intensive, value added­
intensive and technological investment-orientated industries. In 
this respect it must be stressed that the definition and empirical 
verification of export-led growth of industrial economies is at 
least highly controversial: see, for instance, Lubitz (1973). 

Notice that, contrary to some misinformed opinions, from 1965 to 1975 
the structure of German exports has evolved in favour of labour­
intensive sectors (including textiles). Trends after 1973 have 
changed slightly but efforts undertaken by the German government and 
industry to "reconvert" the German export basket to more technologic­
ally intensive products are partly hidden within aggregate fi~res. 
Moreover, the impact of these measures upon German export structure 
will be observable when data about current and following years will 
be· available. 

Italian shares on the world market have remained pretty strong in 
other "traditional" sectors (furniture, construction materials) where 
a higher incidence of transport costs and a slower transfer of tech­
nology have prevented the LDC's from increasing their export penetra­
tion. 
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II - THE POST-WAR PERIOD 

N 0 T E S 

Japanese export of ships was particularly successful in many important 
LDC markets (e.g. Liberia, Latin America) but also in some countries 
who were strong traditional competing procedures: Sweden, Norway and Greece 
(see Jetro (1979), part II). 

U Also Jetro (1979) p. 29, refers to a (unpublished) statistical test 
of change in Japan's export structure from 1965 to 1975 in response 
to relatively high rates of increase in world import demand. 

V This income-elasticity rr.ay actually include a favourable "geographical" 
effect which is not specified in the "world demand" variable. In the 
period under consideration Japanese exports have been directed more 
intensively than competing countries exports towards countries whose 
demand for import was increasing faster (e.g. U.S., OPEC). A more ri­
gorous test based on application of the "constant market share 
analysis" to major industrial countries exports in 1970-77 is under 
preparation by the writer. Moreover, this set of comparable equations 
does not specify supply or cyclical factors, whose incidence is there­
fore mixed up with statistical coefficients and disturbances. As a 
matter of fact the low Durbin-Watson test for Japan's equation (Jetro 
(1979), p. 45) indicates the need for additional explanatory variables. 
However, a separate estimate of Japanese exports over a longer period 
(1962-1977), which includes an index of productive capacity utiliza­
tion in manufacturing, gives no better results (Jetro (1979), p. 28). 

W It should incidently be noticed that this reported income-elasticity 
of Japanese import is significantly higher than previous estimates based on 
more distant periods, when the impact of the Yen revaluation and of 
customs regimes had not yet been felt. 
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II - THE POST-WAR PERIOD 

N 0 T E S 

See, among others, P.L. Ciocca: "Note. sulla poli tica monetaria Italiana 
1900-1913, in Toniolo ( 1973), and.bibliographical references here contained. 

Caves-Uekusa (1976, p. 4). 

Jetro (1978); Caves-Uekusa (1976, Chapter 2). 

The diminishing degree of concentration and the growing share of small 
firms in.Italian exports during the 1970's has 
by a· study conducted within the Bank.of Italy: 
(1978). 

been recently documented 
see Biagioli-Pumili 

A2 Recent data on export penetration of industrial·and non~industrial ex­
porters in various industrial markets (EEC, Other European, U.S. and 
Japan) confirm very clearly these trends: see Onide et al. (1978, 
chapter 5). 

A3 Moreover, one should never forget that a revaluation of the domestic 
currency allows domestic exporters to buy foreign services (including 
selling, advertising, marketing services), at cheaper prices. 
Together vli th a relatively lov1er cost· of imported raw materials, this 
may explain the relatively successful expOrt performance in recent 
years of Germany and Japan, both countries which export a large amount 
of capital and consumer durable goods requiring high commercial inputs. 

A4 Besides various OECD and IMF sources, see als~ Jetro (1979), p. 37-38. 
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A5 Some recent analyses of Italian investment abroa,d ·can be found in 

A6 

A7 

A8 

A9 

A10 

All 

A. Biagioli: "Le imprese multinazionali .a base italiana", "Bollettino 
Ban ea d 'Italia", October 1974; N. Cacace: "La multinazionale Italia", 
Coi ves, Rome 1977·. 

The following data are mostly from Jetro (1979), p. 67-70, where 
Fig. 3 is reproduced from. A disaggregated analysis of Japanese in­
vestments by areas and sectors of destination in the 1970's can also 
be found in Onide et al. (1978, chapter 6). 

Quoted by Ozawa (1979) from Miti sources. 

Jetro (1978 B, p. 36) and Ozawa (1979, Appendix Table 1). Within 
the Asian region, the bulk of Japanese direct investments has gone 
to Indonesia, South Korea, Hong Kong and Malaysia. 

Although with very different customs treatments among different Euro­
pean countries, even among EEC countries (e.g. Belgian and German ~m­
ports are .more open than French or Italian imports from Japan). EEC 
countries are bound by a common external tariff, but non-tariff bar­
riers are increasingly determinant. 

Ozawa (1979, p. 74). 

See Ozawa (1979) and its bibliographical references. 
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II - THE POST-WAR PERIOD 

N 0 T E S 

A12 Kojima (1973). 

Al3 Ozawa (1979; p; 81) .. 

A14 See Roemer (1975, chapter.5). 

Al5 Japanese war reparations to Philippines, Indonesia and South Vietnam 
in the 1950's have constitued an early basis for subsequent aid 'and 
loan policy pursued by the Japanese Export-Import Bank. 
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III - SUMlll.I\RY AND CONCLUDING OBSERVATIONS 

Japan and Italy were the latest major non-communist countries to 
achieve their industrial revolution, both approximately in the period from 
1880 to World War I. Indeed, Japan was the only non-European country going 
through its big industrial push before the beginning of this century. Some 
more specific analogies have been shown to apply to Japan and Italy from the 
viewpoint of the growth of their foreign sector: (1) both countries entered 
the latest post-war period with a dominant textile specialization in exports, 
having gone throu~~ two.prior phases of import substitution, first in tex­
tile, cotton and wool consumer goods, then in simple intermediaries (metals) 
and capital goods; (2) Japan and Italy, together with Germany (the three 
major losers of World War II), experienced most dramatic increases in 
their share of world manufactured exports in the recent post-war period; 
Japan and Italy went through most impressive transformations of their export 
structure during the 1950's and 1960's; (3) during the early industrializa­
tion period a tendential trade deficit was generally, even though partially, 
offset by incoming unilateral transfers: emigrant remittances for Italy, 
>~ar reparations for Japan. 

Together with these analogies, however, major differences have also 
marked the economic history of the foreign sector in the two countries. 

First, Japan reached its historical peak in terms of "economic 
openness" (ratio of export and imports to GDP) and experienced its probably 
unique phase of export-led growth during the inter-war period (1921-37), pre­
cisely when the international position of the U.K. started to decline dramatic­
ally in favour of U.S. manufactured exports and the whole European area, in­
cluding Italy, went through its most disorderly and protectionist period from 
the standpoint of its own foreign exchanges. 

Second, in the post-war period Japan reached back again to· its 
deeply-rooted "insular" pattern .of economic growth, whereas Italy entered its 
crucial integration process with European economies. Japan emerged from World 
War II far more destroyed in its physical and human structures than Italy, yet 
its ability to follow a basically insular or self-sufficient pattern of indus­
trialization had been consolidated since early years of the industrialization 
process. A fairly strong regional integration of Japan with neighbouring 
South East Asian countries was soon manifested, but it was and still largely 

., 
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is a type of "vertical" integration (agricultural and extractive raw mate­
rials, simple intermediates and standardized consumer goods in exchange for 
technology and modern manufactures), far different from the "horizontal 
trade" type of integration rapidly spreading among EEC countries (see note 
A16 at end of section). 

Contrary to some uninformed opinions, post-war Japan did not plaus­
ibly experience any export-led growth, but rather an investment-led and do­
mestic market-leg growth. 

Since the late 196c' s Japan was able, contrary to Italy, to pursue and 
indeed accelerate large sectoral transformation of its manufacturing export 
structure, and further transformation is under way. Several factors have 
been cited which may explain this high Japanese propensity to structural 
industry (and primarily export import) transformation: State-bank-industry 
relations, complementari ty betv;een small business and large size firms, 
labour mobility, trading companies' intermediation, an earlier and higher 
familiarity (at home and in its central U.S. market) with export penetration 
by late-comers LOC's, the recent Yen revaluation and a high progress of "multi­
nationalization" of Japanese industry in the early 1970's. 

Western fears for Japanese "aggressive" export policies are still 
justified and indeed the Japanese government is very keen on persistent sur­
veillance and programs of "voluntary export restraint". However, as some 
econometric evidence indicates the impact of the average real Yen revaluation 
during the 1970's upon Japanese exports are already being felt. Much the 
same argument holds for Japan's import "stagnation" after the oil crisis. 
As it has happened elsewhere (certainly in Italy) the volume of imports 
after the oil crisis has experienced a do~<'I1Ward shift in its "natural" trend, 
owing to an escalation of resource and energy saving devices and to purely 
cyclical factors (a stagnating domestic demand reflected in exceptionally low 
capacity utilization and high inventory sales ratios, in addition to a fal­
ling share of fixed investment over total domestic demand, which by itself 
causes a falling average propensity to import). 

. ' 
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Despite the geographical and cui tural differences· between Italy 
and Japan, ~ closer analysis of their recent economic history and t~ade 
performance may offer useful insights to understand present day strategies 
of industrial reconversion and growth. 

Fabrizio Onide (*) 

(*) University of Modena and University "L. Bocconi 11 • 
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.III - SUMJVJ!l.RY AND CONCLUDING OBSERVATIONS 

N 0 T E S 

Of course some sort of horizontal trade (e. g., consumer ele'ctronics, 
watches) is already emerging between Japan and its most advanced 
Asian partners (Hong Kong, Singapore, South Korea and Tai><an). See 
articles by C. Smith in "The Financial Times", June 5 and July 2; 

1979. 
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TABlE 1 

ITALY Al'm JAPAN: 

Commoditv Foreign Trade Prooortions (a) 

1878-1963 

. i878-Cl7 1909-13 1925-29 1957-63 

Japan 10.3 29.5 35.5 

Italy 21.3 28. 1 26.3 

(a). Exports + imports. of goods and services over total GDP (Japan) or 
National Income (Italy) 

Source: Kuznets (1968, p, 408) 
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TABLE 2 

., Shares of the World Manufactured Exports 

1899-1959 

Percentage 
Excluding 

Exporting country Netherlands IncluQ.ing Netherlands 

lll99 19l3 1929 1929 1937 \950 1955 1957 ··1959 

United Stat~s 11.7 13.0 21.0 20.4 19.2 26.6 24.1 25.3 21.0 
Germ:my 22.4 26.6 21.0 20.5 21.8 .. 

West Germany 16.5• 7.0 15.3 17.2 18.9 
United Kingdom 33.2 30.2 23.0 22.4 20.9 24.6 19.5 17.7 17.1 
·Fra.nce 14.4 12.1 11.1 10.9 5.8 9.6 8.9 7.Y 9.1 
lnpan 1.5 2.3 4.0 3.9 6.9 3.4 5.1 5.8 6.6 
'Belgium· LuXembourg s.s s.o 5.5 5.4 6.6 6.2 6.4 5.9 6.0 
Canada 0.4 0.6 3.6 3.5 4.8 '6.1 6.0 5.4 5.2 
'Netherlands 2.5 3;0 2.9 3.8 3.5 4.1 
Italy . 3.6 3.3 3.8 3.7 3.5 3.6 3.3 3.8 4.4 
.Switzerland 4.0 3.1 2.8 2.8 2.8 4.1 3.5 3.3 3.4 
Sweden 0.9 - L4' 1.8 1.7 2.6 2.8 2.7 2.8 3.0 
India 2.4 2.4 2.4 2.3 2.1 3.1 1.4 . L4 1.2 

TOTAL 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

· 'Appfoxiffiate estimate'. ExpOfts from present area of West Germany in 1937 were 
to.l.:!n as 71 per cent of total German exports in that year, nnd the residue was excluded 
·rro"l the total. · 

Source: Maizels (1963), p. 189 
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FIG. 1 

Rclntivc volume indic~l'i'4 or cxpor!s of mnnufnr.:lures from the main 
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TABlE 3 

· Percenta~e Comnosition of Janan's 

Foreign Trade by End-Uses 

1876-1940 

Semi-
manu- Manu-

Food Material factured factured Mise. Total 

A. EX?ORTS (a) 

1878~80 38.1 11.1 41.60 4.7 3.9 100.0 
I: 1894-98 15.1 10.7 44.3 26.5 3.3 100.0 

Chah'ge -22.9 -0.4 +2.7 +21.8 -0.6 48.4 (b) 

1895-99 14.3 10.7 45.9 26.0 3.1 100.0 
II: 1911-15 10.8 7.9 49.5 )0.4 1.4 100.0 

Change -3.5 -2.8 +3.6 +4.4 -1.7 16.0 

1921-25 6.4 6.0 47.8 38.6 1.3 100.0 
III: 1936-40 9.9 4.3 26.0 57.4 2.4 100.0 I 

I 

Change +3.5 -1.7 -21.8 +18.8 +1.1 46.9 I 
I! 

B. JM?ORTS 

1876-80 13.5 3.7 27.2 52.1 3.4 100.0 
I: 1894-98 23.2 22.5 18.2 34.1 2.0 100.0 

Change +9.7 +18.8 -9.0 -18.0 -1.4 56.9 

1895-99 22.5 25.9 17.8 32.0 1.9 100.0' 
II: 1911-15 11.7 52.2 18.3 17.1 0.7 100.0 

Change -10.8 +26.3 +0.5 -14.9 -1.2 53.7 

1921-25 14.1 49.3 18.0 17.9 0;7 100.0 
III: 1936-40 8.7 51.1 25.7 13.0 0.7 100.0 

Change -5.4 +1.8 +7.7 -4.9 0.0 19.8 

(a) Five-year .averages i 
I : 

(b) An index of change as sum of absolute values of. changes in percentage 
shares of eache item during the period I 

I 

Source: Baba-Tatemoto ( 1968' p. 177) I 
I 
I 
I 
I 
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TABlE 4 

_Percentage Contribution of Exnort 

to Jepan's Economic Growth, (a) 

(a) Five-year a vereges 

Source: Baba - Tatemoto ( 1968, p; 177) 
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TABLE 5 

Proportion of production of manufactures• exported, 1899-1959 

l)trrrntaccb 

1899 1913 1929 1937 1950. 1955 1957 1959 
France 33 26 25 12. 23 18 15 18 Germany 31 31 27 15 
: West Germany 17 13 19 23 23 

. United K.ingdoln. 42 45 37 21 23 19. 21 19 Other Westerri Europec · 17 18 23 21 17 . 18 19 21 Canada 4 4 17 21 13 IS IS · 14 
United States s 5 6 5 5 4 s 4 Japan 2S 40 29 40 29 26 24 23 

'TOTAL 19 18 IS 12 10 10 11 11 

For this calculation, the f.o.b. values of exports have 
been reduced by 8 per cent to allow, approximately, for 
costs of transport, services,.etc. factory to port. Pro­
duction of manufactures for ·this purpose has been valued 
on a gross basis, free of duplication, and excluding 
food, beverages and tobacco. 

a- Excluding manufactured foods, beverages and tobacco 
b- Based on U.S. dollar values at 1955 prices 
c- Belgium-Luxembourg, Italy, Netherlands, Sweden 

Source: Ma izels ( 1963), p. 223 



Food 

Italy 1900 27.6 
1913 30.3 
1928 23.0 
1938 33.1 
1951~ . 21.9 

Japan 1900 11.3 
19"13 9-9 
1928 8.6 
1938 11.7_ 
1954 8.2 

Source: Baldwin (1958) 

~--------~------

TABLE 6A 

ITALY AND JAPAN: 

·Percentage Composition of Total Commodit,Y Exports 

1900-1954 

(at Current Prices) 

Raw 
Materials Metals Engineering Vehicles Chemicals 

39.0 3.2 0.0 o.o 3.5 20._2 1.2 1.3 1.7 2.1 
21.11 1.6 1.7 3.7 2.6 
12.8 3.7 ·3.9. 6.6 2.3 
14.9 6.5 14.2 7.2 'f>.7 

38.0 6.9 0.0 0.1 2.5 
4b.o 5.4 0.3 0.3 1.5 
44.0 1.6 l.O 0.4 1.8 
18.3 7.6 6.4 3. 1~ 3.4 
9-7 28.0 6.4 2,6 3·0 

Other 
Textiles Manufactures ~ 

18.1 8.3 
21.0 12.0 
34.0 11.3 
26.1 11. 1~ 
21.0 8.6 

30.3 9.2 2.0 
32.8 9:0 0.3 
32.1 9.2 0.4 
35.8 12.3 0.3 
31.3 10.8 0.0 



TABLE 6B 

ITALY AND JAPAN: 

Percentage Composition of Total Commodity Imports 

1900-1954 

Raw Other 
Food Materials Metals Engineering Vehicles Chemicals Text:nes ~1anufactures N.I.E. 

Italy 1900 17.7 39.0 12.1 4.3 0.9 .. 5.9 10.2 10.2 
1913 "22.7 37-5 12.-3 3.2 1.3 5.0 8.11 9.5 
1928· 27.8 38.3 9.1 3.6 0.8 3.5 7.2 9.5 
1938 12.2 49.0 14.9 6.7 1.7 5.2 3.4 7.1 
1954 14.6 52.0 9-3 11.1 1.5 4.4. 2.0 . 5.1 

Japan 1900 18.5 33.9 12.8 4.4 2.0 4.5 !7.8 5.2 o.s 
1913 22.3 42.2 11.4 . 5.0 1.8 7-9 5.3 4.0 0.1 
1928 20.2 50.1 9.5 4.5 1.9 5.2 3_.8 4; 1 0.7 
1938 13.0 511.0 16.5 6.8 2.4 3.3 0.3 3.6 0.2 
1954 27-3 59.2 1.9 ,5.2 2.2 2,3 0.5 1.4 0.0 

Source: Baldwin (1958) 
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TABLE 7 

ITALY AND JAPAN.: 

Percenta~e Comoosition of Manufactured Exoorts 

1890-1957 

(at Current Prices) 

. .1§.22 1913 l2St. 1..24 1.22Q' 1957 
ITALY 

Metals - engineering vehicles 4 9 12 25 34 50 
Chemicals. 6 7 7 8 6 10 
Textiles Clothing 70 61 66 49 49 24 
Other manufactures 20 23 15 18 11 16 

.. 
" ·!~:. 

·" .. 
'f JAPAN 
;.,, 

.• 
~1etals - engineering vehicles 12. 12 7 18 34 38 
Chemicals 2 4 4 4 3 5 
Textiles clothing 65 62 70 59 50 38 
Other manufactures 21 22 19 

.. 
19 13 19· 

Sources ~1aizels (1963), Appendix A, pp, 478, 486 · 



TABLE 8 

ITALY AND JAPAN: 

Per Cani tal f·~anufact~ring Out out Consumntion and Foreig:1 Trade 

1899-1955 

1..§22 l2l2 l..2S2 .l227. 1950 1955 
Population ·(millions): Italy 32.:'10 35.20 40.50 43.40 . 46. 6ci 48.10 

Japan 43.70 51.90 62.90 70 .lJ.o 82.90 89.00 

Net value of manufacturing 
production per head (U.S.$ 
at 1955 prices): Italy 40.00 65.00. 85.00 90.00 100.00 150.00 

Japan 10.00 10.00 25.00 40.00 20.00 45.00 

Apparent consumption per head 
(U.S.$ at 1955 prices): Italy 45.00 95.00 120.00 120.00 135.00 220.00 

Japan 10.00 15.00 35.00 40.00 25.00 55.00 
I/J 4.50. 6.30 3.40 3.00 5.40 .4.00 

Import of manufactures per head 
(U.S.$ at 1955 prices): Italy 5.70 13.70 13.10 6.20 11.30 15.8o 

Japan 4.00 6.00 8.40 6. 60 0;90 . 2.90 i 
' I. 

I/J 1.40 2.30 1.60 0, 90 12.50 5.40 ,, 
:i 
I 

Export of manufactures per head 1)-
:lr 

(U.S.$ at 1955 prices): 10.80 18.00 18.30 16.60 
11' Italy 7,10 23.90 

r 
i; 

Japan 3.20 6.80 12.10 26.80 9.80 19.60 ii 

I/J 2.20 1.60 1.50 0. 70 1.70 1.20 ;li-
il! 
'li 
11! 100 x Import/consumption: fi' .;1 

Italy 12.70 14.40 10.90 5.20 8.40 7.20 
Japan 40.QO 40.00 24.00 16.50 3.60 5·30 
I/J 0.32 0.36 0.45 . 0.32 2.33 1.36 I 

GDP per head:(U.S.$ I at I 1955 prices): Italy 185.00 225.00 275.00 260.00 360.00 470.00 I ".,· 

65.00 145.00 185.00 135.00 185.00 I :·\' Japan 90.00 I 
I/J 2.85 2.50 1.90 1.41 2.67 2.54 

~~~ , 

Calculations from f.laizels (1963), Appendices A and E \~ : Source: 



Imports/GDP: 

·. Exports/GDP: 

Imports/GDP: 

Exports/GDP: 

(a) Exports 

TABlE 9 

ITALY AND JAPAN:. 

Forei~n Trade Ratios (a) to GDP 

In the Post-War Period 

1q5o-58 1q5a-64 1965-70 1971-74 

At Constant Prices 

Japan 8.0 10.2 9.0 10.5 
Italy 8.9 14.5 15.7 20;2 

Japan 8.6 9.7 10.3. 12.5 
Italy 8.6 14.6 17.9 21.3 

P.t Current Prices 

Japan 11.8 10.7 9.5 11.0 
Italy 1).0 15.6 16.7 23.4 

Japan. 11.6 10.3 10.8 11.5 
Italy 12.2 15.5. 18.4 21.7 

and imports of goods and services 

lm 1.271 
(b) 

11.4 12.8 
20.3 19.9 

12.3 15.0 
19.1 20.1 

10.9 • 15.4 
22.0 28.6 

11.0 14.6 
18.5 22.4 

(b) 1963 prices for 1953-1958 and 1959~1964; 1970 prices thereafter 

Source: O.E.C.D. National Accounts 
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TABlE 10 

ITALY AND JAPAN: 

G!'o·,;th of GDP and of its Demand Comoonents 

In the Post-·vJar Period 

· (at Constant Prices) 

1951-58 1958-64 1964.;71 1971-75 1974-77 

ITALY 

GDP 5.1 5.7 4.8 2.6 1.2 
Private consumption 4.3 5.8 5.2 2.6 0.9 
Public consumption 3.2 4.3 3.5 3.3 2.3 
Gross investment 8.0 6.8 2.9 -0.5 -3.9 
Exports 11.4 12.4 10.3 6.5 8.1 

·Imports 8.7 13.6 
l 

9.3 2.8 0.7 

1955-61 1961-65 1966-71 . 1971-75 1974-77 

JAPAN 

GDP 10.7 8.6 11.1 5.0 4,3 
Private consuption 8.1 8.9 9.2 6.1 4.1 
Public consuption 8 .. 1 8.9 5.2 5.5 4.7 
Gross fixed investment 20.4 9.9 15.6 3.1 1.5 
Export 12.3 16.7 16.0 10.0 12.1 
Import 19;0 9.9 14.5 8.0 l.O 

Source O.E.C.D. National Accounts 
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TABLE 11 

JAPAN AI'ID GEHMJ\NY: 

Como<lrison of Industrial Structures 

1960-1975 

Labor-intensi ve Technolo_;y-
Metals Chemic;:~ls 

Construction 

Industry Classification(*) 
goods intensive goods rn.;;ted;J]s 

(I) (IJ) (!I I) (IV) (V) 

F.R. F.R. F.R. F.R. F.n. F.H. 
Japan Gernwny Japan Germany Japan Germany Japan Germany Japiln Gel'Jf,(ony J;1pan r;cr::J;:;ny 

(Ye or) (Yenr) 

Elf.[Jloyment Structure ' 
Jq6o 1962 41.6 29.0 16.4 28.0 5.0 11.0 3.5 6.3 )3.5 25.6 
1965 1966 )8.) 28.5 J7.8 .28.8 lL2 10.) ).2 6.9 ?,~G.7 ~~). 5 
19'{0 1972 36.11 "' 26.7 '\1 20. 7?< )0.5/' '1.5-,. 9.9"' 3.1 \J 7.9/1 35.2_.?' 25.1----'> 

Production Structure (,;) 

196o 1958 38.3 }6.1 18.2 24.5 J7.0 IILO 7.3 7.9 19.2 18.7 
1965 1962 35.2 33.4 19.5 26.8 14.7 12.9 8.2 g.o 22.5 17.9 
1970 1966 27.3 32.2 24.7 27.3 16.6 11.6 7.3 . 11.0 24.2 17 ·9 
1975 1972 26.'1 -1 ?9.1 J.. 21.6 t 29.3 r 15.0 J.. 10.8 J.. 8.5 t 10.7 t 28.4 t 20.1 t 

Exr,ort Structure (b) 

1960 1958 47.9 17.1 29.0 51.5 12.4 15.7 4.3 11.8 6.5 ).8 
1965 1962 28.) 15.8 37·9 52.1 19.8 14.6 8.7 14.5 5.4 ).1 
1970' 1966 19.8 16.0 '18.8 50.6 18.4 12.8 8.5 17.9 4.5 2.8 
1975 1972 10.5 16.3 56.0 511.5 21.5 11.0 8.7 15.8 3.2 2.5 

ExrDrt Ratio (b/a) 

196o 1958 7.6 6.8 9.7 ;o.o 4.'1 16.0 ).6 21.11 2.1 2.9 
1965 1962 5.8 6.5 1).9 27.0 9·7 15.6 7.6 22.2 1.7 2.11 

1970 1966 5.2 8.1 14.2 ;o.o 8.0 17 ·9 8.4 26.) 1.3 2.5 
1975 1972 4. 1 t '9.8 i t 26.8 r )2.5 : t 14.8 t J7.9 = 10.6 t 25.8 = 1.2 j.. 2.1 " 

(*) Definitions of groups of industrial activities: 
I - L1bor-'intensive type: foods and beverages, textiles, wood related products, other final products 

II -Technology-intensive type: consumer machinery and equipment, other industrial machinery, transport equipment, precision engineering 
III - Iron and steel: related productS, non ferrous metal; related products 

IV - B1sic: secondary and final chemical products 
V - Construction materials: glass and ceramics, related products. 

Sources: Japan: Input-Output Table for each year 
F.R. Germany: DIW Input-Output Table for each year, Statistisches Jahrbuoh 
From: Jetro, White Paper on International Trade - Japan 1978, Tokyo 1979 (p. 53) 

r 

Tot111 

F. r:. 
J:-,r-:;n t.q L;·,.-,J-,y 

100.0 100.0 

100.0 10·).0 

lGO.O 100.0 

100.0 100.0 

100.0 100.0 

100.0 100.0 
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TABlE 12 · 

Percents;e Structure of Manufactured Exports 
of Major Industriel Countries 

1954-1973 

1954-55 '1962.63 

1 11 Ill . To-- 1 II m Tot. 1 

26,47' 46,46 27,07 100,00 36,01 43,22 2fl,77 100,00 40,57 

23,37 4629 30,35 _100,00 26,00 47,33 26,67 . 100,00 2!:.50 

1927 . 4125 .39,43 100 ;:>0 23,12 46,58 30,30 . 100,00' 29,95 

21,71 34,68 43,61 100,00 31,44 30,35 3821 100,00 35,14 

·. n.d .. n.d. n.d. r!.d.. -l1,59 32,67 25,74 100,00 46.82 

14,32 28,82 56,86 lCl-.:'.00 21,02 . 32,83 46,16 100,00 24..54 

1972-73 

n HI To:. 

43,35 16,08 . lOJ,.C-0 

4-l,99 26.51 lOO,CU 

41,79 .2826 1C'.o0,t0 

.. 30,20 )4,66 lC'O,C(l 

31,73 21,45 · iOO,W 

36,82 38.~ 100L'J' 

I tofu 14,70 4028 . 45,02 __ ~00,00 19,22 37,45 43,33 100,00 :!() ,02 -36,80 _43,18 .. . ~Q'J.c~J'· ·-. . . .. 

Bclgio 10,13 22,50 67,38 100,L'•J 1),96 . 24,39 61,65 100,00 19,42 .29,45 n,13 · lW,W 

Gi2ppone 6,07 17,17 76.,76 100,00 19,43 . 23,61 .. 56,96 100,00 T/,00 39,00 '34.00 ~OO.OJ 

Tot. P:1~i OECD 19,72 37.31 42,57 100,00 . 25,10 38,52 36,38 100,00 27/>5 :_39.91 32,44 lCoO.(lO:t 

.·.- -- . 

Source: Conti (1978), from U.N. and O.E.C.D. sources 
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ITALY, JAPAN, GERMANY AND O.E.C.D. 

Percentage Structure of Exports 

1268-12'li 

(at Current Prices) 

O.E.C.D. 
s.r.T,c. Ita 1:1 Jannn Gcrrr.anv li vc :·:1 ~-c 

Code Sectors 1968 l21l 1008 J5!11. J(_)GfJ 10i'i 1:.1/):3 1::.11 

0. Food and live animals '1. 5 6.2 ~ ., 
_!. ,_ l .0 ;' . ;-~ ~·- (.J 11. l .=·:.··1 

1 . Beverages-tobacco 1.0 J.ll 0.1 0.1 0.11 0. ~-) \ . 'i l'. 
2. Crude materials, inedible excluding fuel 2.5 2. lj 1 • (__) . 1.) ;,.,'.'I 1 . ') 'r'-"t' •.. lj 

3. Minera 1 fue J.s 6.0 5.7 0.2 0.2 3- ?) 2.G ! • _} '.i.fl 
4. Vegetable and animal oils and fa-ts 0.2 0.2 0.1 0.) 0.)_" 0.5 U.ll () . () 
5. Chemicals 7-7 7.0 6.2 s.h 12.5 1?.. 0 9.2 _l). (, 

5.1 Chemical elements and compounds 2.7 2.1 2.8 2.5 ).9 11,0 ). l 7 c 
~-0 

6.1 Leather and skins - 1.0 0.1 0.3 0.3 0.11 o.h 
6.2 -Rubber 1.1 1.2 1.1 1.1 0.8 0.9 0.8 0.9 
6.3 lt/ood manufactures excluding furniture - 0.6 1.1 0.2 - 0.) 0.5 0.6 
6.4 Pulp and paper - 1.0 0.9 0.6 1.1 2.1 2.0 
6.5 Te;x:tiles 7-7 5.5 11.1 4.7 '1.0 3-'' 11.7 3.5 
6.6 Non metallic mineral manufactures - 3.6 2.5 1.5 - 1.8 2.4 2.5 
6.7 Iron and steel· 3.9 5.4 1).2 13.1 7.4 5.8 5.7 5.5 
6.8 Non ferrous metals 1.2 0.9 1.3 1.1 2.6 1.8 3.4 2.2 
6.9 f.'let?-1 products 3.6 .· 4.4 3.1 3-4 3.6 3-3 2.6 2.9 
7- Total eng~neering 3'1.4 33-9 )8.0 55-7 115.7 117.9 35-5 )8.1 
7.1 Non electrical machines J7.0 16.11 9.0 12.6 22.1 21.4 15.1 1'1.9 
7.2 Electrical machines 6.9 7.0 11.7 111.0 7.8 9-3 6.7 8.1 
7-3 Transport equipment 10.6 10.6 17.2 29.1 15.7 !7.0 13.7 15.2 
8.1 Sanitary, plumbing etc. - 0.8 2.5 0.1 - 0.3 2.11 0.) 
8.2 Furniture 0.8 2.2 0.2 0.1 0.8 1.1 0.11 0.7 
8.3-8.11 Clothing and travel goods 6.5 6.5 3-3 0.7 ).Jj 1.5 1.9 1.8 
8.5 Footwear 4.4 11.6 1.0 0.1 0.3 0.1 0.6 0.6 
8.6 Scientific instruments etc. 1.4 1.3 ).6 4;8 ).0 2.7 2.5 2.5 
8.9 Miscellaneous manufactures n.e.s. - 5.1 6.7 4.) - ).0 ).2 ").1 
9. Special transactions - 0.1 0.5 0.8 - - ].lj 1.5 

Total goods 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

Source: O.E.C.D. Trade by commoditie~ 
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TABlE 14 

ITALY,_,JAPAN, GER.'1ANY AND LOC'S SHARE OllOECD IMPORTS 
·--, 

1968-1q77 

(at Current Prices) 

Less dP.vclope•l 
S.I.T.C. Itel~ <Ttl pan Gen:uJJY ~l~_c:> __ 

Code Sector:?_ 1968-69 1'.i11 !06'3-Gg l'Il1. 10(..:\-(;r) Y'if ~:0)-(n ~~-~L 

0 Food and live animals }.2 3-~ 1.1 0.6 2.} 11.6 ;//.0 , .~ l, • • "j 

1. Beverages and tobacco lJ. 9 9.2 0.11 0.1 ). '{ :;. !_J J!J.G J(i.C• 
2. Crude materials inedible, excluding fuels 1.0 1.0 o.l1 0.5 ?.6 " ., 3'1 . :J ;··{),;,: .J·•'-
}. fllineral fuels 2.7 1.0 . 0.0 0.0 '1. 1 1 • Jj 67.7 '(11. 9 
4. Vegetal and animal oil and fats 1.3 1.6 0.7 1.2 6.2 10.3 113.3 If). !J 
5. Chemicals 1!.2 li.2 !.8 2.4 20.8 19.0 lJ,l! 'I 0 l ·6.1 Leather and skin 7.7 11.1! 1.5 1.7 12.0 9-'' 22.6 29.5 
6.2 Rubber g.o 8.6 3.0 7.6 !7.3 10.2 1.8 1L9 
6.3 Vlood manufactures excluding furniture 5.1 3.9 10.2 2.6 6.8 7.7 23.1 27.1 
6.4 Pulp and paper 1.5 2.7 0.8 l.h 6.9 10.9 0.5 1.3 
6.5 Textiles 9.1 9.3 6.7 4.4 13.5 14.0 13.7 17.0 
6.6 Non metallic mineral manufactures - 7.0 - 3.4 - 10.1 - . 13.4 
6.7 Iron and steel 3.0 5.1 12.1 15.4 20.0 !8.4 2.5 4.2 
6.8 Non ferrous metals. - 1.4 - 1.0 - 9.5 - 25.2 
6.9 Metal products 6.7 6.5 ().0 9.2 21~. h 21.6 2.2 6.5 
7. Total engineering 5.7 5.2 5.1 11.7 21.8 20.'> !.3 1+.5 
7.1 Non electrical machines 6.6 6.2 2.5 5.8 21>. 6 22.6 0.6 2.3 
7.2 . Electrical machines 6.1 4.9 11.4 14.6 20.2 18.4 4.3 13.2 
7.3 Transport equipment l>.8 4.3 h.5 15.3 20.7 19. I> 0.6 1.5 
7.3.2. Notor vehi9les 5.6 4.8 1>.2 15.1 22.9 21,'5 0.1 0.6 
7.3.5. Ships 2.0 1.3 16.9 }0.5 16.1 9.2 5.3 7.0 
8.2 Furniture 10.0 15.2 2.0 0.6 24.6 22.9 5.6 8.8 
8.3 Travel goods 18.5 23.5 16.6 3.-7 13.9 6.9 21.0 l15. 1 
8.4 Clothing 17.9 12.6 7.8 1.7 8.4 7.6 25.6 42.8 
8.5 Footwear 42.4 36.! 9.3 0.7 5.4 3.8 9.8 29.4 
8.6 Scientific instruments etc. 4.0 3.2 9.6 17.6 19.9 17.3 1.1 7 .I 
8.9 Miscellaneous manufactures n;e;s; - 7-9 - 12.11 - 13.4 - 15.4 
8;9.1 Musical instruments, recorders etc. 4.1 'i.2 }0.7 38 .. 1 15.5 10.3 1.0 9.8 

'rota 1 goods 4.5 4.3 3-5 4.9 11.4 10.8 22.1 29.2 

Source: O.E.C.D. Trade by commodities 
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The Process of Economic Policy-Making: 

The Case of Japan 

Risao Onoe 
Professor 
University of Kyoto 

In this paper we wish to analyse the mechanism and characteristics 

of the decision-making process in Japan, bearillg in mind any comparison 

with the case of Italy. 

Formally, constitutional practice should offer the fundamental basis 

for the decision-making policy of all national affairs. Article 41 of 

the 1947 Constitution defines the parliament, (the National Diet) as 

"the highest organ of state power" and "the sole law-making authority of 

the state". Article 43 defines the members of the two Rouses as "re-

presentatives of all the people". Therefore the most decisive policy-

maker should be the National Diet. But, as in other countries, the real. 

process of policy making is rather complex and, moreover, the role of 

parliament in economic policy-making is rather in ·a decline. On, we 

might say that extra-parliamentary institutions and influential groups 

are playing more important roles in reality. 

The. government, which is the focal point of all political influence 

and the. most .meriting the title of "policy-maker" has been very much 

influenced by all kinds of pressures from parliamentary and extra-

parliamentary forces. 

Since the end of the second l'orld War; the Liberal Democratic Party 

(LDP) and its predecessor parties has controlled both houses and has been 

power, except for the short period of coalition-government with a socialist 
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prime-minister, Tetsu Katayama. 

In order to grasp the characteristics of economic programmes of 

political parties, it will be useful to make a classification of the 

political parties according to their ideologies relating to the existing 

economic system," "capital~sm". For that purpo_se, we might use the 

classification of the three schools of economics of Lord Eric Roll. 

I. "The Free Enterprise School": Capitalism should survive and 

can survive. 

Ila "Reformism": Capitalism should survive and can survive, as long as 

it is reformed. 

III. 11 Socialism": Capitalism should not survive and cannot survivea 

In Italy the Liberalist Party belongs to the first group and the 

Christian Democrats, to the second group; while in Japan, the LDP 

includes both the first and the more moderate part of the second. In 

Italy the famous Confindustria has moved from the first group to the 

second, while in Japan the Keidanren (the Federation of Economic Organiza­

tions) has rather lagged behind their Italian friends in the movement. 

As to the second group, the so-called "central" groups, the Kohmei 

Party, the Democratic Socialist Party, the New Liberal Club etc. might 

be included. 

In Italy, the PCI and PSI belong to the third group, whilst in 

,Japan the right wing of the Socialist Party might be included in the 

second groupa 

A close working relationship between government officials and 

the LDP, plays a important role in decision-making. The Policy Affairs 

Research Council (Seimu Chosakai) of the LDP plays a crucial role in 

:.·. 
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evaluating the budget drafting·, which has a decisive importance for any 

current national eco~omic policieS. 

In those years, after the Second World War, it was not a very impor­

tant organ. But, as the LDP established a more decisive position in the 

decision-making process of the government, the council gained a more 

conspicuous influence. Before the demands for the budget for the coming 

financial year are estimated by a certain section or department of the 

Ministry of Finance, they are usually checked by the council of the LDP. 

~Tien big business and other interested groups try to realize their·dernands 

in the budget, they will use the channels through that council, the Seimu 

Chosakai. 

Sometimes business groups will utilize more direct links with high 

officials as a channel for realizing their demands in economic policies. 

A close relation between business and government is often exaggerated, 

so as to termed "Japan Incorporated". Although the phrase should be 

regarded as an exaggeration, we cannot deny the existence of considerable 

links for national decision-making among governmen.ts, the party in power 

and business groups. 

The opposition parties, in general, were not very active in making 

alternative economic policies. Their activities were oriented rather 

to claims and criticism against the government. But over these past 

two or three years, the opposition parties have reflected upon such 

attitudes, and have become eager to publish .their programmes for the 

long-terrri range. 

Compared with European Trade Unionism, the Japanese Trade .Union 

Movement did not play an influential role in the creation of any general 

::-
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economic policy. A tri-partite organization, such as the Social Economic 

Council, as exists in several European countries, has yet to be established 

• T 1n ~apan. There might be some relation between .the shortage of policy-

mindedness of the trade unions and the lack of such an institution. 

The shortage of such institutions might be cause of the lack of a 

chance for trade unions to argue for their own economic policy, or the 

latter might be the cause of the.former. 

The birth of a tri-partite o.rganization has, in a sense, a comple-

mentary function to the weak points in the parliamentary system. 

There are several reasons why parliament has diminished in its 

influence in economic policy-making. 

In ·those days, when Western parliamentary systems were introduced, 

parliaments dealt with military problems, the police, transportation etc .. 

Economic policy was not so detailed or refined, save only in problems of 

protective tariffs and other taxes. 

Today, representatives who are elected by the local electorates 

under the traditional system do not always reflect the nation-wide 

economic interests of different social classes and are not always 

knowledgeable as to the details of national economic policy which has 

become more and more sophisticated. 

This is yet another reason for the tendency that parliament tends 

to leave considerable parts of the economic decision-making to the 

government, particularly into the hands of high officials. 

Even in Japan, we can not deny the possibility of the institution-

alization of such a policy-making organization in the future. To me, 

it is more likely that some kind of institutionalization of participation 
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in policy-making will be necessary in the 1980's, We can say that it 

seems to have germinated already in Japan. We have already an organiza-

tion, The Economic Deliberation Council, which plays an advisory role 

for drafting long-range economic plans for the Economic Planning Agency. 

The council consists of representatives from various fields, including 

leaders of national trade unions. Although these leaders do not partic~ 

ipate there as true representatives of their organizations, but only as 

specialists on labour problems, their participation seems to have derived 

from the consideration of the European situation, in which Trade Unionists 

can argue for their alternative economic policies at an institutionalized 

level. 

Another kind of such a germ can be found in the case of the Council 

for Rice Pricing in Japan, which consists of a tri-partite arrangement, 

i. e. representatives of farmers, consumers and neutral specialists. 

Tri-partite organizations in Eur?pean coun.tries have a close rela-

tion with incomes policy. In order to plan the macro~share for each 

social class in the national income and allow it to accept the share 

distributed to it, a national consensus through such organizations will 

be necessary. Nowdays almost all economic policies in any country may 

include the character of incomes policy, and in the future this tendency 

will not decrease but increase rather than decrease. We mean that 

economic .policies must take incomes policy into account whether the name 

incomes policy is attached to them or not. 

Formally in Japan, there was. no incomes policy, but something similar 

did exist. • • Usually, every summer, the government decides the level of 

the wage and salary for public employees. 
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In Japan the level of wages of government employees in public sectors 

are institutionalized to be fixed to standards which seem to be plausible; 

taking into account the wage-level of workers in private enterprises 

which is usually fixed in Spring. But, in fact, there is a tendency for 

the wage-level in private business level for the following Spring to be 

influenced by the level of.wages of government employees and worker in 

the public sector. Therefore, business groups may attempt to influence 

government settlements concerning wages for public en;tployees, through 

which they can expect to have some effect on the level of wages in general. 

In such a way, some kind of incomes policy can function to some extent 

in Japan. Perhaps might call this the Japanese type of incomes policy. 

In theory, a trade_ union can reject the level of wages fixed in such a 

way. But, Japanese Trade Union leaders tend to consider problems such 

as wages from a national point·of view. An atmosphere of so-called 

"company.:..unionsu still exists in Japan. So· we can sya that, in Japan, 

the national mood and tradition give acts as substitute for a tri-partite 

institution system, so as to achieve a n~tional concensus helping towards 

the implementation of a vlid incomes policy. 

As regards the future of the policy-making process in Japan, this is 

rather difficult to forecast, since it depends upon a very changeable 

political situation. But, judging from the result~ of a recent general 

' election, it can be said that at least for the next that several years, 

the possibility the LDP will lose control of governmental power would 

seem to be inconceivable. Still,· there is also the likelihood that the 

opposition will have increased influence on policy-making. 

Keynes thought labourers were aware, more of nominal wages than 

:.-. 
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real wages._ But D.owadays, workers are very aware, not only their real 

wages but also of the whole·system of economic policy. 

During. the period of a high rate of growth in Japan, which lasted 

roughly from 1955 to 1970, labourers were reasonably satisfied with the 

level of their wages which increased considerably, albeit rather slowly, 

and this resulted in a more rapid increase in productivity. 

But, in this period of low rate of growth, in which we now found 

ourselves and shall still be in the 1980's the way in which we can 

distribute the limited amounts of national income will have increased 

inportant. In such a situation, one-sided decision-making-will not 

function well at alL A ''Westernization" of the decision-making process 

may take place to some extent in Japan. 
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Japan As a Consumer Market 

Our company, Dentsu Incorporated, was established in 1901. 

This mec..ns that we have a history of 7.8 years, a history w~hich 

parallels the progress of Japan's economic society in the modern 

age. It took the advanced capitalist nations of ~urope a process 

of roughly 200 years since the Industrial Revolution to·reach thei~ 

present stage of a highly industrialized society. Japan attaineC. 

he= present level in half tha~ time, running Preathlessly for about 

100 years. It has been estimated ·that Japan's average annual gro·,.;th 

rate during these lOO years has been about 4%. 

I think there are two things which symbolize the two centuries 

since the Industrial Revolution. One is the "railway'' between 1775 

and 1875. The other is the "automobile" in the approximately lOO 

years bet•,.;een 1875 and the present. In the broad sense of "movement 

of man and goods", both of these are means of com.'Tlunication. I 

need not explain how greatly the development of these two, together 

with today's airplane, had contributed to promoting-mutual exchange 

and understanding between peoples. 

However, we have already passed beyond the century 1vhich was 

symbolized by the "railway, automobile and aircraft". What will be 

the main characteristic of the next lOO years? The century of 

"movement of man and goods" will most probably be followed by the 

century of 11 movement o£ in'fomationn. In other words, it can be 

called the century of communication. 

The Japa,nese learned railway know-how from the British and 

automobile know-how from the fuuericans. The Japanese particularly 

excel in electronics technology which constitutes one of the pillars 

of communication. It can be said that Japan has contributed greatly 

in helping the world's electronics technology reach its full bloom. 

However, in this age of communication, with respect to Japan, there 

is a big imbalance in the actual flow of information. 
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The volume of information concerning Japan exported to the 

i·iest is exceedingly small, whereas information about the countries 

of the West flows into Japan in exceptionally large volume. Even-

when information is considered as general knowledge and not as 

specific data, if we take for in~tance the case 6f. high school 

graduates, those in Japan most likely have a far greater store 

of knowledge about Italy than Italian high school graduates have 

about Japan. Probably the same difference exists a~ong businessme~ 

concerning information and understanding related to each other's 

economy and market. 

Please do not misunderstand me. I am not saying that this 

imbalance in the mutual flow of information is the result of a lack 

of effort on the part of the Italians to gather informationabout 

Japan. The Japanese have to admit frankly that the efforts we made 

to supply information on Japan were regrettably small in comparison 

to the efforts we made to export Japanese products. Japan and Italy 

must continue to expand their free trade for mutual profit. We 

must aim to balance not only our trade in goods but also our trade 

in information. 

A certain West European journalist who visited Japan concluded 

·as a result of his investigation that it is not at all impossible 

for a Western product to succeed in Japan. He recognized that a 

great marketing opportunity exists in Japan. However, he added, a 

"tuition fe·e• is necessary. By this he meant, firstly, that an 

"emphatic" attitude is important and, secondly, that an understand-
. ! 

ing of Japanese business practices must be acquired. These two 

Constitute, in this journalist 1 s opinion, the "admission feen to 

enter the Japanese market. 

Such a "tuition fee" or "ad.uission .Co-" 
..!..-~ I if it does exist, 

~s not limited to Japan. It seems to me that the level of the 

tuition or admission fee is proportionate to the volume of infor-



- 3 -

mation on hand regarding the target country. I£ the- admission fee 

to the Japanese market is exceptionally high and is thus regarded 

as a b~rrier,- it means that you have insufficient information aboUt: 

the Japanese market. &'d the reason for this would be that. our 

efforts to provide you with in£orma tion were either· inadec;-c.a te or-

inappropriate. 

The admission fee which Japanese industry had to pay to enter 

the West European market was not so high. This is because a large 

nwnber of Japanese were able during the·past lOO years to acquire 

information and knowledge about your country even to the extent 

that macaruni and spaghetti have become popular dishes ainong the 

Japanese. 

The West European journalist I mentioned also said, ".ll.ll things 

considered, a giant market of 112 million people is beckoning. 

The consumpti~n behavior of this market does not differ so much 

from that of Europe and it is certain that, sooner or later, it will 

become quite similar." 

With respect to conslliuption structure and behavior, it is exactly 

as he says. 

The characteristics of the Japanese market and consUiners and the 

various marketing problems which you might have in.your mind will 

require a detailed and lengthy explanation. In order to use the 

time allotted to me effectively, I shall restrict myself ... to a digest 

of two points on which I hope to further your understanding. 

The first point concerns what has been freouently described as 
! • 

the "complexity of the Japanese market". It cannot be denied that the 

structure and the distribution mechanism of the Japanese consUiner 

market is complicated. It is, however, neither disorderly nor confusec 

To be accurate, one should say that it is the "diversity" of a hic;hly 

developed or sophisticated consUiner economic society. 

:.·. 



- 4 -

., 

you may say that West European companies become mired in this maze 

called diversity. If this diversity is. a maze, we must supply you 

with a map to help you find your way through it without getting lost. 

Such a. map is available. 

gowever, if you should insist that the multifarious roads be 

reconstructed into a single motorw-ay, I·must say that it is impossible 

Japan, like Italy, is a country with a history of thousands of years. 

Japan's history of exchanges with other countries, particularly with 

the countries of Europe, is only about lOO years. Strictly speak­

ing, .the history of our main exchange with Europe is only about 50 

years. Before that, Japan was an isolated country, completely cut 

off from the rest of the world. And while we were isolated from 

other countries, we had built up a distribution and economic system 

which is uniquely Japanese. The Japanese-style wholesaling business 

called "ton-ya" which is.the prototype of today's "sogo· shosha", 

the general trading company, already existed in the days when Japan 

was isolated. 

I am sure that you can appreciate the enormous difficulty of 

changing in a short period the Japanese market structure, moulded by 

history, into a form similar to that of 1'/estern Europe. It is 

awesome enough just to contemplate. Although the Japanese market 

.structure is regarded as complicated, it is not such that it con­

stitutes a fundamental barrier to the activities of \'lest European 

corporations. I do not believe that it constitutes a difference in 

customs which are beyond understanding. With a little bit of 

experience in the Japanese market, the probl'em can be surmounteC.. 

In a way, the proverb "When in Rome, do as the Romans do" holds 

wherever you may go in.the world. 

The second point I wish to take up is the Japanese consumer 

and consumer market. Japan, as you perhaps know, is an island· 

country in the Far East, about 10,000 kilometers from Rome. The 

..... 
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country's total. land area is about 370,000 square kilometers of 

which only about one-quarter is habitable. Within this space, a 

modern consumer market of huge scale was formed in. about ten years 

beginning around 1955. 

From 1965, within the Japanese market which had grown to 

. gigantic proportions, there began to appear phenomena of "concen­

tration and fluidity" in many aspects. An example of the pehnomena 

is the concentration of the population in the cities and the 

formation of a giant middle-class market. According to the results 

of surveys, as much as 90% of the Japanese believe that they belong 

to the middle class. The homogeneous and relatively sophisticated 

consumption of this middle class sustains the Japanese market. In 

education, too,·uniformity at a high level progressed. Furthermore, 
. ( . 

communications, transportation and the information media expanded 

greatly and reached a high level of qualitative development. 

Allow me to digress briefly here to describe the mass communi­

cation media in Japan today. 

As I mentioned earlier, a population of-more 'than 110 million 

live in Japan's area of roughly 370,000 square kilometers. This 

high population density is matched by an exceptionally high infor­

mation density. 97% of Japanese families own calor television sets 

andare served by the nationwide networks of NHK, the. public broad­

casting corporation, and of commercial stations. In Tokyo alone, 

there are seven TV channels (VHF) with each one broadcasting for 

almost 18 hours a day. 

As for newspapers, journals with long tradition and history are 
. ! 

published not only in the big metropolises of Tokyo and Osaka but 

also in other cities throughout the country. They are closely linked 

to the culture, society and economy of regional cowmunities. Worth 

particular mention is the fact that there are five daily papers, known 

as national newspapers, which are distributed in every part of the 

country. Two of these each boast a circulation of between 7,000,000 

::-

' 
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and 8,000,000 copies a day. In addition, there are ·four daily 

general English-language newspapers in Tokyo. 

When it comes to.magaziries, they are so riu.rnerous that an 

accurate figure on the number of titles cannot be given. Some 

weekly magazines have circulations exceeding one million. Between 

July and Decernber 1978, ·there were 14 weekly and monthly magazines 

in the 500,000 circulation class. As for radi?, it has become a 

part of the life of the younger generation. 

The information put out by this huge mass communication media 

is constantly swirling about in the Japanese archipelago. This 

mass media enjoys complete freedom of the press. It does not fawn 

on whoever is in power. Each media reports world events and news 

topics from its own independent s'tandpoint and supplies enter­

tainment suitable for each segment of society. 

Thus, on top of its homogeneity and sophistication, the huge 

Japanese market. of 110 million consumers has assumed the charac­

.teristics of an in·formationalized society with many outstanding 

functions. 

Since 1975, new phenomena have been appearing in L~e Japanese 

market. They are moves away from "concentration" towards "division" 

and from "homogeneity" towards "diversity". This has become most 

conspicuous in the personalization of the consumer's life awareness 

and of consumption. It may be a very na.tural reaction against the 

uniformity of living standard and of life pattern for the consumers 

to reach the stage where each wishes to give.~xpression to his 

individuality. In response to this trend, for ex~~ple, the retail 

stores have become diversified in their forms and features. Tokyo's 

shopping centers are no longer the traditional Ginza and Shinjuku 

areas but a large number of streets and malls, each with its own 

personality. 

If your view of the typical Japanese is the old standardized 

one of spectacles, camera and g~ey suit, I must inform you that 
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vour eyes are on the Japan of the decade that ended in 1965. 

I wish that you and the other businessmen of Western Europe would 

re-focus your sights on today's Japanese market. The Japanese 

consumer today is free and individualistic and with this awareness 

makes his choice from among a great variety of products. 

I have given you a brief outline of some of the problems 

relating to the Japanese market and explained a few of its charac­

teristics. If my remarks have aroused in you even a spark of 

interest in Japan, I shall feel -rewarded. Some data related to what 

I have said have been distributed to you. I think the data will 

help you to get a more concrete understanding of what I have told 

you. 

Japan and Italy both have a long history and many distinctive 

cultural characteristics. I believe that a mutual exchange of a 

greater volume of accurate information, while respecting each. other's 

history and culture, will be the foundation on which we can build 

further understanding as we move towards the 21St Century. 

Thank you for your kind attention. 

HIDEHARU TAMARU, President, Rome, October 1979 
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• 1. Ten popular 'fallacies' 
regarding the Japanese market 

Appraisal of the qualitative aspects of the Japanese market. 
Fallacy I 

' .. · 

'. 

., 
Japan is a homogeneous mass market with a high consumption lev~I._Therefore, 
it is only suitable for high·volume sales. Japanese manufaCtUrers 3Jreiu.iy control 
the high·volume sales making entry prohibitively expensive':and there is little 
scope for low· volume products because of lack of marketing skills. 

Japan is a huge, high-density consumer market in which a population of 
110 million live in an area of a mere 370 000 sq. kilometres (of which only 
9 400 sq. kilometres is habitable). The market is characterized by a high 
level of consumption and supported by a homogeneous middle class. 

The Japanese population consists almost entirely of a single ethnic group 
which speaks a single language. Her racial homogeneity is higher than any 
western country. Besides, the Japanese psychologically share.a·basically 
common national consciousness stronger than that found in any we-Stern 
nation. 

The social classes which were formed through history in Ja:pan,just as in 
Europe, have almost vanished since '1945. As a result, something dose to 
equality has become prevalent not only in thought but ~I so in socio­
economic status or position. Now at least 90 per cent or' the Japanese 
people believe that they belong to the middle class. · 

It is often concluded from this that only products suitable for mass 
selling and intended for a mass market can take firm root in Japan 
because marketing efficiency is low except in the case of mass pr9ducts. 
It is certainly true that Japanese manufacturers are already.· so pre­
dominant in the mass markets for many consumer products thatgreat 
cost and risk are usually thought to be involved wheri foreign firms enter 
such markets. . . , . 

The colossal, highly homogeneous Japanese market w.<ts formed in the 
'sixties during the period of rapid economic growth. As. the Japanese 
economy entered an era of slow growth following the oil crisis of 1973 .. the 
Japanese market began to change from a concentrated to a diversified 
structure. Differences in income diminished and hOusing con~i~ionS·\\.,ere 
equalized, leading to a tremendous growth of the middle class. 

In spite of all the above developments, or rather because of them, 
individual consumers began to desire individuality or diversification, Con­
sumers now want 'differentiation' in many aspects of their life conscious­
ness or life style. lt can no longer be said that only mass products intended 
for a mass market are suitable for the Japanese market. · · 

Fallacy 2 

Although as much as 60 per.cent of the JapaneSe market is·a :gigantic Urb;~n 
market, it must have regional characteristics or communities as iil-Europe. · 

As much as 60 per cent of the Japanese population inhabit the Pacific 
coast occupied by Tokyo, Nagoya, and Osaka, making this 'Tokaido' belt 
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almost one single urban market. While there is a worldwide tendency 
towards population concentration in urban areas, this 'Tokaido 
Megalopolis' in Japan is unique in that this particular area and other parts of 
Japan are connected by a highly developed transportation system and a 
huge volume of information is shared instantaneously with the whole 
nation on a real-time basis. 

The Tokyo conurbation, including Yokohama and other satellite cities 
especially·, represents more than 30 per cent of the national population, and 
trends in consumption and consumer behaviour in this area can in most 
cases reflect those in national markets. 

The regional differences existing between various parts of Japan are 
more climatic than cultural and commercial. From this fact, success in 
marketing operations in the Tokyo area can mean almost certain success in 
other parts of Japan, and vice versa, ''failure in this area will imply less 
possibilities in other areas. 

it naturally follows that in order to minimize the risks involved in 
launching a new product on the Japanese market, test marketing or 
thorough market research work is needed, regardless of the type and field 
of product. In fact, those foreign manufacturers who have recently intro­
duced new products to the Japanese market, have started their operations 
from test areas which are usually rather small or medi,lm-sized cities, such 
as Hiroshima. Sapporo. or Shizuoka, and which are believed to be rep­
resentative of Tokyo and the whole nation in terms of various marketing 
indications. 

Product fitness for the Japanese Market 
Fallacy 3 

The Japane:-,e consider European products familiar and excellenl. Therefore, it 
is unnecessary to reconsider their specifications or their general appearance. 

The Japanese feel a sense of familiarity and have a quality-product image 
for products produced from the long tradition and history of Europe. In 
some cases, however, it is considered necessary to adapt products for the 
Japanese market. 

When introducing an entirely new product, it is essential that the pro­
duct's positioning in the market is determined by examining afresh the 
suitability of functions, quality, price, and other specifications for the 
product. and studying its acceptability for Japanese consumers. 

It is also desirable that the following points are taken into consideration 
in advance: 
I. Japanese consumers take a keen interest in new things and have a liking 
for change. For this reason it is sometimes necessary to adopt the market 
policy of foreseeing the life cycle of the product in question to effect a 
deliberate minor change in due course of time. 
2. It is necessary to examine the acceptability of the physical properties­
size, content, weight, etc.-of the product to the Japanese market. 
3. Japanese-language catalogues and written specifications are invariably 
needed in the early stages. Mutual understanding and an early expression 
of the desire to enter the Japanese market are important. 
4. Japanese trademarks should be checked in advance. It is important to 
register your trade mark at the earliest possible date. 
5. Japanese standards for legal regulation of the sale of goods, particu­
larly from the standpoint of consumer protection, are somewhat different 
to those in the west. Compared with similar standards in other countries, 
Japanese laws can often be considered severe. (Legal regulation in Japan 
will be described later.) 

In connection with 2 above, in particular, it should be pointed out that 
consumer durables for homes require merchandising taking account of 
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I Japanese characteristics such as the size or place of installation be~.ause 
Japanese living space is divided into smaller units thim in Europe or ,the 
United States. · 

In Japan successful imported products cannot rest on their lau,rels,_ if 
they are not to be soon overtaken and outstripped by Japanese· firms who 
make strenuous marketing efforts. For this reason it is particularly impor­
tant that an imported product is appropriately position-ed in terll\s of 
product characteristics at the early stage of its introduction. , , 

Whether you adopt a small-profits-and"quick-retunis policy for mass 
selling to the mass market or a high-price-and-high-margin policy, giving 
priority to differentiation, will affect your merchandising. ' · 

If you have so much confidence in your product as to stress its.supeiior­
ity, features, convenience. and other product 'ch~racte~isti.c.s in 
advertisements-Le., if you enter the Japanese market without fully con­
sidering the fitness of your product for the market-you are bound. to 
encounter various problems. 

Fallacy 4 

Japanese consumers have a limited knowledge of Europe. 

In the preceding section we gave attention to the need to consider the 
fitness of a Western product for the Japanese market on points such as. its 
function, quality, price, and other specifications. At the same time; the 
product should not lose its identity as a European product in terms .of 
product image. 

Seen from Europe, Japan is certainly a Far Eastern country, To Japanese 
consumers, particularly well-educated middle-class people, however, 
Europe is psychologically considerably nearer. Even those Japanese who 
have never been to Europe know its history and geography fairly welL 

In view of this it should be understood that Japanese consumers want a 
'European image' in European products. In other words, the product 
should look European. 

If you advertise only the functions and quality of your product without 
giving it a 'European image', it will not be understood as such. Japanese 
consumers want an exclusively European product characteristic which· is 
not found or cannot be produced in Japan. 

Distribution policy and sales promotion in the Japanese market 
Fallacy 5 

The Japanese distribution system is too complicated to be understood and is best 
left to the importers. · ' 

The distribution system in Japan is not 'complicated' but 'diversified', 
Here are a few points which require attention as likely pitfalls in a 'diver­
sified' distribution system: 

POINTS CONNECTED WITH DISTRIBUTOR MENTALITY 

I. There is often an error in the choice of distribution channels. For 
example, mass-selling channels are used for a non-mass product; or a 
product which should be sold at a speciality store is distributed to large 
stores. 

Attention should be given to the fact that distribution channels can be 
chosen according to product characteristics and market conditions. 
2. It is advisable to avoid the use of overlapping (competing) distribution 
channels as much as possible. It is also advisable not to change channels 
without very careful thought. 

The Japanese distribution trade has a psychological resistance. to the 

3 



combined use of competing distribution channels, e.g., the use of several 
wholesalers of the same rank (in the case of traditional distribution chan­
nels). 
3. In the traditional distribution trade in Japan, human relations of long 
standing are considered important from the viewpoint of credit. 

Not only the volume of business, but also the length in time of business 
relations serve as yardsticks for measuring credit. That line of thinking is 
particularly deep-rooted in the traditional distributien trade. This should be 
taken into consideration when choosing, or changing, wholesalers. 

In short, it isimportant to show willingness to trust wholesalers and to 
deal with them over a long period. 
4. Regard for human relations is also necessary in promotion directed at 
wholesalers and retailers. 

The president of a foreign firm in Japan, who learned of the death of a 
member of the family of a country wholesaler with whom he had business 
relations, visited the wholesaler immediately to offer his condolences. 

The board chairman of a mammoth appliance company never fails to 
visit local retailers to pay respects, whenever he goes to a summer resort on 
holiday. These may appear to be typically Japanese gestures, but you 
should regard them as important. 

Promotion based only on rationalism might lead to an unexpected diffi­
culty. 
5. It is therefore important that you have as your partner a Japanese (or a 
Japanese firm) well versed in distribution in Japan and having considerable 
influence on distribution channels in Japan. 

FINANCIAL FUNCTIONS OF THE DISTRIBUTION SYSTEM 

Generally speaking, you will sometimes be forced to choose between a 
small-profit-and-quick-returns policy and a high-price-and-high-margin 
policy in the Japanese market. 

The market environment in Japan is such that relatively great importance 
should be attached to gross sales. A multi-stage distribution system is often 
considered to cause manufacturers and exporters a profit squeeze, but it 

·also diversifies risks and serves the purpose of financial hedging. Distribu­
tion systems in Japan are diversified, they are safe and excel in mass 
distribution. This is one of the patterns of small profits and quick returns. 

However, distribution systems in Japan are not always multi-stage or 
diversified ones. You have a free choice. When the manufacturer deals 
directly with retailers, their primary objective is often not so much to 
secure profits as to ensure mass selling by lowering the retail price. 

It should be borne in mind that a high-price-and-high-margin policy is not 
necessarily gladly accepted by Japanese distributors. 

Fallacy 6 

I kno11· that ad1·errising is needed, hut it is so expensire that I shall lW! he a hit· to 
l{/.forJ more than a small amount. 

Advertising is indispensable for promotion in Japan. In gigantic mass 
media and amid a deluge of information, advertising sometimes fails to 
produce any effect unless it is above a certain level in scale or volume. This 
level, below which advertising fails to be effective, is called the 'noise 
level". To think that advertising of any volume in any medium will produce 
an effect is to walk into a trap. It is important that advertising policy is 
decided according to the size of the sales promotion budget. 

When sufficiently powerful advertising or promotion cannot be financed 
by a single firm, it is considered advisable to organize a joint campaign 
financed by a trade association. 

Furthermore, promotion directed at retailers can be easily carried out in 
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a high-density market and measures taken by manufacturers or sales com­
panies for retailers are generally accepted with understanding. If extensive 
mass-media advertising cannot be afforded, carefully planned regional 
sales campaigns with the cooperation of the local retailers should be 
considered. 

Personality and human relations 
Fallacy 7 

Europeans and JapaneSe have many things in common. So I can do business just 
like any other market. 

It goes without saying that when you do business in a foreign country, it 
is important that you first understand the people of that country. Here are 
certain matters which are often overlooked by foreigners in Japan: 
I. It is important not to cause the Japanese to lose face. This applies to all 
Japanese with whom you may come into contact in connection·with busi­
ness: from your customers and the management of the companies you deal 
with, to distributors, your partners, and employees. 
2. The Japanese have little class consciousness. (Traditional social class­
es like those in Europe do not exist). A notion prevalent among the 
Japanese is that all people are equal when their business positions are not 
taken into account. The Japanese generally attach greater importance to 
seniority in age than to social status. They also have great respect for 
learning and the arts. 
3. A trait peculiar to the Japanese mentality is the degree to which 
business relations of long standing are respected. The Japanese are not 
exclusive. They accept newcomers if the latter show a willingness to do 
business with them for a long time. 
4. The Japanese people are well educated and there are many capable 
men among them. They understand English well, but generally lack profi­
ciency in conversational English. If you insist on proficiency in conversa­
tion in any foreign language, you might not be able to employ workers of 
business ability. It should be noted here that a Japanese person proficient in 
any foreign language does not necessarily mean an asset to your company 
from a business viewpoint. 
5. The Japanese are very strict in their demands for product safety, and 
guarantees against trouble, accident, and defects. General consumers 
widely assume that products available on the market are perfectly safe and 
have no defects. 
6. Cleanliness is valued very highly by the Japanese. They are therefore 
fastidious about packaging, design, colour, etc. For instance, they claim 
compensation for the discolouration or uneven colouring of leather pro­
ducts. They also have a keen sense of hygiene and reject any product which 
does not look clean. 
7. Japanese consumers are also severe in their demands for uniformity in 
size, colour, etc., among the individual units of the same product. They are 
not very tolerant of inevitable slight differences in quality between indi­
vidual units. 
8. Any difference between a sample and the real product will be severely 
criticized by the Japanese. They demand as a matter of course that what 
they get is identical to the sample shown them. 

There have been a large number of cases in which ignorance of such 
characteristic severity led to a failure in marketing because the product was 
regarded as imperfect or the after-sales service as insufficient. 
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Fallacy 8 

There are no special rules for securing the close cooperation of Japanese busi­
ness contacts. 

To encourage the Japanese to give you their loyalty and become your 
· good partners you should take note of the following: 

I. Be prepared to have your top management stay in Japan for a long 
time, and indicate by your attitude that you are settling down to business in 
Japan in earnest. Those foreign firms which are successful in Japan have all 
been there for a long time. 
2. Avoid, above all, replacing your top management in Japan after a short 
time-two or three years. If changes are necessary try to maintain con­
tinuity between the outgoing and incoming managements. Foreign firms 
fail in Japan when their top managers, intent on achieving the goals set by 
their headquarters outside Japan, lose sight of a long-range perspective and 
leave Japan before they are able to establish good human relations with the 
Japanese. 
3. The head of your company in Japan should periodically call on his 
customers to pay respects. He should also attend his customers' funerals, 
weddings, etc. In addition, he should talk privately with his employees and 
listen to their views. In short, it is absolutely necessary for the Japanese to 
have personal contact with their top management. 
4. When establishing a corporation in Japan and employing Japanese 
workers, you should endeavour to adopt the merits of the typically Japan-

. ese system of life employment. Personnel plans should not be entrusted 
exclusively to your non-Japanese general manager; the Japanese staff 
should be allowed to participate as much as possible in such plans. 

Basic points which require attention in connection with operations in 
the Japanese market 
Fallacy 9 

One can go into the ·Jabour market and recruit any skilled staff required. 

College-educated Japanese office workers, encouraged by the lifelong 
employment system and a technocrat-led management system, grow into 
able businessmen who work exclusively for their companies with great 
loyalty and an eagerness for self-training. This is most frequently over­
looked or not easily understood by foreign business people. In Japan truly 
able workers tend to be employed by big companies; it is virtually impos­
sible to entice them to join your company. If a foreign firm is to succeed in 
Japan, it should recruit new college graduates and train them over 10 to 20 
years. This tends to make immediate operations difficult. 

A foreign firm determined to cope successfully with keen competition 
from Japanese firms staffed with loyal employees in long service, should be 
prepared to foster able workers in a similar way. At the same time, it is 
vitally important for the foreign firm to take measures designed to recruit 
excellent professional staff members. One way to do this is to enter into 
partnership with a Japanese firm so that its excellent staff can be placed at 
the disposal of the foreign firm. Another method is to choose a Japanese 
marketing research partner-an advertising agency, a business consultant, 
or a market research institute-at the earliest possible stage after deciding 
to enter the Japanese market, or while considering entry. By working 
jointly with such a Japanese organization, the foreign firm can make 
effective use of outside staff. 
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Fallacy 10 
f. '1 

Return on investment in the shortest possible time is the best target. 

In Japan, as in· the United States and the principal European countries, 
personnel costs and saJes promotion costs such as advertising expenditure, 
constitute important cost factors. What is pointed out particularly about 
Japan is that extremely high land prices make office establishment and 
maintenance an impo~tani factor in the dCciSion on the size of inv~estme~l. 

Since the size of initial investment is required to exc.eed a certain level, 
business plans such ·as a. revenue and expenditure plan and a retUrn-on­
investment plan should be worked out from a medium' or lgng,range, 
instead of a short-range, view. An attempt to set a break-even pointat an 
early date would overstrain the marketing plan. ·· 

·.·, ,_ ... 

· .. ' 
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2. Reference tables 

.Table 1. Average consumP.tion st~cture of .urban ~ouseholds. (Source: Prime Minister's 
Office, 'Household Income and Expenditure Survey') . . - \ . . 

1966 1968 1976 1978 

% % % % 
Consumption spending 100 100 100 100' 

Food expenses 37.1. 35.6. 31.8 30.4 
' Housing expenSes 9.3 10.3 9.5 9.4 

Light arid heitt expenSes 4'.4 4.0 3.9 4.1 
Clothing expenses 11.1 . n.o 10.6 . 9.8. 
Miscellaneous expenses 38.1 39.1 '44.2 46.3 

Table 2. Monthly income and expenditure: Average of all Japan workers' households . 
(Source: Prime Minister's Office, 'Household Income and Expenditure Survey') 

Income 
Disposable income 
Consumption spendings 

food 
housing 
fuel and light 
clothing 
miscellaneous 

Surplus 
net savings 

Consumption propensity 
Saving propensity 
Engel's coefficient 

Table3. International comparison of calorie supply 

USA 

West Germany 

France 

Britain 

Italy 

Japan 

1976 
¥ 

258, 237 
233,462 
180,663 

54.386 
17. 250 
6,707 

18,552 
83,768 
52,798 
32, 287 

% 
77. 4 
13.8 
30. I 

1978 
¥ 

304, 562 
270, 307 
208, 232 
60,200 
!9, 432 

8, 051 
19,691 

100, 858 
62,075 
37. 511 

% 
77.0 
13. 9 
28.9 

Table 4. International comparison cl ratio of students advancing to higher education institu­
tions. 

Japan 
Britain 
West Germany 
France 
USA 

Students having education 
up to 18 years (Senior 

High School) (1973) (%) 

90.8 
61.3 
41.9 
76.3 ( 1972) 
96.7 (1972) 

8 

Students advancing to 
universities and junior 

colleges (1973) (%) 

32.7 
19.8 
17.1 
22.9 
43.1 

J 

i 
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Table 5. ·Nationwide ownership of home electrical appUances and. motor cars. (Source: 
Brand Barometer Report [BBR]) 

September September March 
1971(%) 1976(%) . 1979(%) 

Home radio 25.4 29.3 26.6 

Transistor radio 61.7 61.2 54.4 
Stereo set 36.3 51.0 54.8 
Record player 31.5 25.8 23.6 
Tape-recorder 32:7 51.8 55.0 
Black & white TV Set 77.7 34.9 26.0 
Colour TV set 50.9 95.4 98.0. 
Electric rice cooker 50.9 53.2 54.9 
Toaster 65.5 79.3 80.4 
Juicer 24.1 41.6 43.5 
Mixer 16.5 18.8 19.1 
Refrigerator . 95.6 99.3 . 99.6 
Vacuum cleaner 73.5· 93.0 95.9 
Washing machine 94.3 98.4 . 99.1 
Electric 'kotatsu' foot warmer 84.2 .. 90:4 . 92.0 . 
Electric fire 13.1 21.4 26.0 
Electric blanket 33.3 50.3 53.2· .. 
Electric fan 89:2 93.6 94.2 
Kitchen fan 35.4 66.7 77.2 
Room air-conditioner 9.6 27.7 35.5 
Timer 21.1' 22.9 24.3 
Electric shaver 51.0 65.3 68.4 
Hair dryer 46.0 66.3 75c3 
Electric kettle 3.6 7.9 . 1.6 
Massaging machine 15.0 19.7 20.5 
Interphone 6.3 11:5 16.3. 
Hair curler 12.5 27.6 27.7 

· Microwave range 2.5 17.6 25.3 
Window fan 9.1 9.3 
Electric rice! warmer 59.7 57.9 
Four-whe~l m<?tor .car 30.9 48.9 53.4 Van 

10.5 9.5 9.0 

Table 6_ Percentage of economic concentration in nve prefectures (1979). 

Industrial 
Personal shipme.nt Retail :1 • Private · . Number 

Population income value sales savings . of.firms. 

% % % % % % 
Tokyo 10.0 14.1 8.4 30.6 23.3 12.3 
Os aka 7.2 8.3 9.3 16.1 10.5 8.0 
Kanagawa 

(Yokohama) 5.8 6.4 9.6 2.7 4.2 4.3 
Aichi 

(Nagoya) 5.3 5.4 9.4 8.0 5.6 5.5 
Hyogo 

(Kobe) 4.4 4.4 5.7 2.7 4.4 4.1 
Total of . the five 

prefectures 32.7 38.6 42.4 60.0 47.9 34.2 

<• 

. l. 
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Table-7~ Market size of consumer_ goods in Japan (1976). (Source: Yano Econ·omic Research 
Institute) 

(¥ ~-i!li0n) 
Status of foreig-n 

($million) Volume makers, imported 
goods 

Alcoholic· 
beverag~s 
(total) 2 Ill 089 7 982 5 970 296 kl (P) 

Beer 830 757 3 677 3 710 094 kl (P) 
Whisky, 
brandy,; 
gin, etc.· 
(total) · 440 861 I 633 333 264 kl (P) 

f Imported Scotch 
Whisky· 227 526 kl (FS) I whisky. 2 341 210 

cartons 
Wine (74) '20 000 74 (75) 20 lOO kl iFS) 
Milk 630 751 2 336 3 740 000 kl (P) 
Frozen 
preparations 210 020 778 463 620 t (P) 

Tinned & 
bottled. foods 
(fish, fruit, 
vegetables, 
juice, baby . ' 
food,jam, etc.) 551 480 2 043 165 ·270 000 cls IPI 

Carbonated ' 
drinks~{coias, / Share: · 
flavours, etc.) 355.910 I 318 2751000kl (P) l Coca Cola 87 .9%-; 

Pepsi Cola 10.8% 
Instant coffee 118 000 43.7 27 300 t · (PJ i Nestle 69.0% 

·l other foreign 
brands 30% 

Coffee 78 000 239 52 200 t (P) 
Tea 26500 98 7 900 t (P) j Lipton 30.4%' · · 

Twining 22.8% .. l Brooke Bond 12.0o/~ 
S_oup .(grailules, . 
cubes, tinned) 14 772 55 14 680 t (PI 

Macaroni & 
spaghetti 23 090 86 10'1 lOOt (PI 

Processed 
·meats (ham. 
sausage, 
bacon, etc.) 320 000 I 185 330 000 t (PI 

Instarit c·ream· 
ing pOwder -24 000 t (FS) \ · Nesth!-25.0% · 

.I AGF (Ajinomoto· 
·j General Foods) 

5.8% . 

Sweets (75) 100 000 370 140 000 t (PI. 
Choc~late 205 000 759 130 000 t (PI 
Bisc:uits 144 000 533 292 000 t (P) 
Cosmetics 
(perfume. 
men's 
cosmetics. f Imports in 
etc.) 606 000 2 244 (FSI I value ¥7 685 

_million 
Men's ,. 
cosmetics 14 700 54 iFS I 

Toilet soap 55 900 207 (FS)-P&G Sun Home 
4.2% 

Detergent 93500 346 (FSJ-P&G Sun Home 
9.6% 

Kitchen 
detergents 46 600 173 (FSJ-P&G Sun Home 

11.2% 
House cleaner 58 lOO 217 (FSJ-P&G Sun Home 

11.4% 
Shampoo 36500 Ill (P) 
Fountain pens 14 837 55 (R) 
Still cameras (75) 165 161 612 IPI 
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Watches, 
clocks 209 000 774 

Wooden 
furniture 688 920 2 552 

Men's wear (75) 830 200 3 075 
Tailored clothes (75) !58 600 587 
Men's 

accessories (75) 668 800 2 477 
Women's wear (75) I 010700 3 743 
Women's 
accessories (75) 860 800 3 188 

Fabric (75) 149 300 553 
Carpets, 
curtains (75) 269 600 999 

P = Production 
R = Retail sales 
FS = Factory shipment 

Table 8. Typical distribution ~hannels in Japan 

l 
Foods Primary wholesaler 

manufacturer (agent) 

'-------

Confectionery and 
Pc;mocy wholml" T bread manufacturer 

11 

2 

Beer manufacturer 1-t Primary wholesaler 
{agent) 

3 

Pharmaceuticals f-. Primary wholesaler manufacturer •• 

5. Cosmetics Manufacturer's 
manufacturer selling company 

Primary wholesaler 

Household electric 

f-1 
Manufacturer's 

appliance 

H manufacturer selling company 6. 

Office machine f-. Primary wholesaler 
1-t manufacturer {regional centre) 

7 

11 

(P) 

Secondary 
wholesaler 

Secondary 
wholesaler 

Secondary 
wholesaler 

Secondary 
wholesaler 

Wholesaler 

Secondary 
wholesaler 

1 fmports in value 
(P) I ¥34 200 million 

(R) 
(R) 

IRJ 
IR) 

(R) 
(R) 

(R) 

1-t 

i 

~ 

~ 

Grocery 

Large quanttty 
retailer 

Commerctal use 

Sweet and bread 
shop 

Jl 

ltquor shop 

.. 
Eating and drinking 

establishment 

Pharmacy/ 
drug store 

Cosmetics store 

... 
Secondary 
wholesaler 

.. 
Drug sto:e, etc. 

Electric goods 
store 

Stationer 

Department store 

i 
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Table 9. , Comparison or wholesale business between Japan and Europe, and USA. (Source: 
EEC 'The Distribution Trade in Common Market', Distribution Trades EDC HMSO, 
1973. USA-'Directory of International Statistics', Statistics Bureau, Prime Minister's 

Office. Japan-'Commercial Statistics') 

Year Number of Number Number of Pop~Jat,ion 
Country of wholesale of workers pec 

survey dealers .workers per. dealer dCaler 

Belgiu·m 1961 34 970 143 270 4.1 270 
Denmark 1958 10 665 89 900 SA 446 
France 1966 77 520 . 675 300 8.7 634 
West Germany 1968 110 375 I 190 090 10.8 545 
UK 1965 41 050 772 835 18.8 1"320 
Ireland- 1966 2 325 33 820 14.5 I 239 
haly 1969 84 000 415 570 5.0 634 
Luxemhurg 1958 I 145 6 245 5.4 288 
Netherlands 1963 30 915 263 540 8.5 398 
USA 1967 311 464 3641000 11.7 638 
Japan 1976 340 430 3518794 10.3 329 

Table 10. Classifii:3ti0n Of Japanese rft~il 'dealers 

Shop 
retailers 

Department stores 

Chain stores 

Supermarkets and 
supersto;e chains 

--------+Speciality chain stores 

Chains of department 
store-S selling 
goods on monthly 
instalment basis . . · · -----t· Voluntary chain ·stores 
Tenant-distributor 

· . ~Organized composed 
department stores 

. lnde_per'!dent and supermarkets 
reta1l 

_ dealers. · Specialities stores 

· · Not organized~ General retailers . 
- - L Pop and mom stores 

Table 11. Retail de"alers in Japan, Europe, and USA. (Source: UN Statistical Yearbook 
1976: etC.) 

Year Number of Number Number of Population 
Country of retail of employees per per 

survey establishments employees establishment establishment 

Belgium 1970 144 293 157 000 1.1 56 
Denmark 1969 57 919 226 400 3.9 84 
France 1966 481 930 I 625 000 3.4 102 
West Germany 1968 404 693 2251000 5.6 149 
UK 1966 504412 2 556 000 5.1 107 
Finland 1971 37 665 160 000 . 4.2 123 
Italy 1971 931 757 I 730 000 1.9 58 
Austria 1971 42 25.1 107 900 4.9 177 
Australia 1975 121 390 786 600 6.5 78 
USA 1972 I 533 000 8 577 000 5.6 :40 
Japan 1974 I 546 634 ·5 297 348 3.4 71 
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Table 12. Ordinal life pattern of the Japanese people 

Lecsure hours 

Studying /working 
hours { 

Sleep 

Meals 

Miscellaneous 
personal cares 

Rest 

Social intercourse 

TV 

Rad10 

Reading 
(Newspapers, 
magazines. 
and books) 

Study 

Work/household cares 

Others -----.~( Move~~nt ;. 

13 

.. hours & mmuies ,, 

Saturday 7.58 Weekday ~~~~~~~~~~~7~.52 
Sunday 8.48 
Weekday 
Saturday 
Sunday 

Weekday 
Saturday 
Sunday 

1.32 
1.34 
1.37 

Weekday B.40 
Saturday .44 
Sunday .41 

Weekday B36 
Saturday .46 
Sunday 1.06 

Weekday g;35 
Saturday .49 
Sunday 1.34 

Weekday ~~~~~~~3~19 Saturday 13.44 
Sunday . 14.11 

Saturday .35 
Weekday§ .35 

Sunday .31 

Weekday §.32 
Saturday .35 
Sunday .34 

Saturday 1.09 
.Weekday g 1.36 

Sunday .32Work' 
Weekday 

1 

Household cares 

Saturday 
Sunday 

Weekday ~.4 7 
Saturday .48 
Sunday .32 

I '7.'09 
16.30 

14.58 

. ' 



3. Advertising expenditures in Japan for 197 8 
.,·,' 

Advertising expenditures in Japan in the 1978 calendar year 

totaled an estimated ¥1,845,700 million ($9, 044 million calculat-

ed at an exchange rate of $1=¥204.08), up 12.4%, for an increase 

of ¥203,000 million ($99~ ~illion) over the ¥1,642,700 million 

($8,049 million) of the previous year. 

I. The Japanese Economy" in 1978 

The Japanese economy .went through difficulties during 1978. 

The appreciation of the yen affected the economic climate through-

out the year. Under this stormy condition, the government policy 

to stimulate domestic demand did not easily produce results. 

Not much headway was made, either, in the efforts to rectify the 

international economic imbalance. However, surviving the rough 

weather, new buds of reform appeared in the Japanese economy, and 

industry set sail for a vigorous development. 

* * * 

The economic environment, both internal and external, became 

increasingly unclear from the beginning of the year, and Japanese 

industries started the year with a feeling of uncertainty. The 

yen's exchange value began to rise again in the middle of Febru-

ary, to the bewilderment and irritation of the business community. 

In March, the Government came up with measures to increase dome-
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stic demand and reduce Japan's trade surplus. At the same time, 

the official discount rate was lowered sharply. 

However, the yen's appreciation did not cause so great a 

financial .shock as had been feared. Public investment began to 

produce effects, and industrial production became active. The 

real economic growth in the January-March period was 9.5% in 

terms of annual rate. Although there were both hopeful and dark 

aspects in industry, on the whole, streaks of sunlight began to 

come through the cloud hanging over the Japanese economy. 

The loud cries of alarm over the recession, in which all 

industries joined at one time for a "grand chorus,'' became sub-

dued. The Government's budget for fiscal 1978 provided for in-

creased public investment to stimulate business in order to 

achieve the targeted 7% real economic growth and reduce the 

trade surplus to $6,000 million. This government measure, com­

bined with the concentration of public works spending in the 

April-June period, should have aroused private demand and put the 

Japanese economy on the recovery road. 

However, if the basic economic condition took a favorable 

turn, that was due to external factors such as fiscal spending 

and export growth; domestic private demand remained inactive. 

While consumer prices calmed down, labor's spring wage drive re­

sulted in a low rate of wage raises which, coupled with employ­

ment uncertainties, discouraged personal spending. A cautious 

mood prevailed in the industrial world, and corporations showed 

no strong desire to invest in plant and equipment. Moreover, 
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exports which had supported the economy until then began to de­

cline in volume, as the yen's value rose. 

The economic outlook grew dimmer in the July-September pe­

riod. The yen started to rise again, and the e·xport volume con­

tinued to drop. Corporate s·trength of the smaller enterprises 

reached its limit, and the unemployment rate kept rising. Al­

though the sales of summer goods quickened owing to a spell of 

very hot weather, consumption on the whole remained inactive. 

It was feared that the deflationary effect of the yen's appre­

ciation and the concentration of public works spending in the 

first half of the fiscal year might cause a reaction in the sec­

ond half leaving business out of breath. 

Industry called for large-scale government measures against 

recession. At the same time, it became doubtful that the goal of 

"7% real growth" during fiscal 1978,. internation·ally pledged at 

the Bonn summit in July, would be attained. Moreover, the 

current-account surplus continued to increase. To cope with the 

situation the Government announced a comprehensive economic poli'­

cy in September. 

The yen's value, however, continued to rise, and in October 

its exchange rate against the U.S. dollar broke the ¥180 level. 

The Government encountered difficulties in implementing its 

financial policy. Later, the yen's value dropped in reaction, 

but the adverse effects of its earlier appreciation surfaced 

gradually. It was feared that the resulting distortion would 

affect the economy through decline of export volume. 
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The industrial world tried to cope with the decelerating 

economic situation despite the yen's steep rise. ·Although there 

were gaps between industries that did well and those that did 

not, corporations on the whole increased their earning power. 

At the half-yearly settlement of accounts in September, quite 

a few corporations showed increase in profit despite decrease in 

income for the first such phenomenon in postwar Japan. This was 

due to the decline in prices of imported raw materials resulting 

from the yen's appreciation and a thorough "weight-reducing" 

management. 

After early autumn, inventory adjustment proceeded further, 

and production activities continued to rise until the end of the 

year. Private corporations revised their policies to increase 

investments in plant and equipment. Even structurally depressed 

industries showed signs of recovery. Encouraged by price stabi-

lization and expectation of business perk-up, private spending, 

too, increased. Economic activities gradually recovered from a 

temporary stagnation in midyear, while domestic and external de­

mands continued to play a tug-of-war. 

The real economic growth in calendar 1978 was 5.6% (10.7% 

nominally), reflecting the decline in exports and the delay in 

expansion of domestic demand despite the Government's business­

stimulating measures. The Government had to abandon the origi­

nal target of "7% real growth" for fiscal 1978. Actual real 

growth was estimated at slightly under 6% (slightly over 10% nom­

inally) . Consumer prices settled down for the first time since 

1960, rising a mere 3.8% on the annual average, thanks mainly to 
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the yen's appreciation. The rise from the beginning of the year 

was 3.5%. Wholesale prices also marked the first sharp drop in 

20 years, declining by 2.5% from the previous year on the annual 

average, and by 2.3% from the beginning of the year. 

II. Breakdown of Advertising Expenditures by Media 

Advertising expenditures in the 1978 calendar year totaled 

$9,044 million for an increase of 12.4% over the previous year. 

In spite of the uncertain economic climate, the advertising 

industry enjoyed relative prosperity throughout the year. T.his 

was probably due to the fact that, while exports declined as the 

yen soared, the· industrial world tried harder to find a way out 

of its financial difficulties by developing the domestic rather 

thari the overseas market. Many corporations also assumed an "ag­

gressive" a tti tu de from the beginning of the year, switching from 

the "defensive" attitude they had maintained mostly by "weight­

reducing" since the oil crisis. 

A notable move among industries was to concentrate their 

efforts for the anticipated increase in domestic demand, develop­

ing new products with high added value .and reexamining the do-

mestic market. The automobile and home electric appliance in-

dustries intensified competition for the domestic market, en­

couraging other industries to undertake brisk domestic market­

ing activities. 

The advertising business in 1978, after showing a slight 

decline in the April-June period, recovered in the latter half 

18 



of the year and improved towards the end of the year as indicated 

by the general Ad Index. The volume of advertisements in each 

medium exceeded that of the previous yeari and the advertisements 

in the printed media nearly attained the level of 1973, the peak 

year; 

The rate of total advertising expenditures to the gross 

national product, which began to improve in 1976 for the first 

time in a long time, continued.to increase in 1978. This rate 

had declined since around the mid-1960's. This may indicate 

that the advertising industry has been strengthening its posi-

tion in the Japanese business world. It may also mean that the 

intense competition under the declining economic growth compelled 

industries to emphasize marketing policies in their management 

strategy. Advertising activities became increasingly important. 

A~vertising expenditures of each category rose steadily ex­

cept for export advertising which showed little growth because 

the yen's rise offset the increase in advertising volume. Ex­

penditures for direct mail, outdoor and other media achieved 

fairly large increases, reflecting advertisers' marketing acti­

vities which placed emphasis on sales promotion. Although televi­

sion's premier position in the share of total advertising expend­

itures was unshaken, the growth rate of newspa.per advertising 

exceeded.that of television for the first time since 1972, be­

cause moves to reexamine,newspaper advertising, which.have been 

active for some years, finally took root. 
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Advertising expenditures by media 

Advert~s~ng expenditures 
Compared with 
previous year Media (Unit: $1 million) 

(%) 

1977 1978 Increase 1977 1978 

Newspaper 2,483.3. 2,794.0 310.7 .111.4 112.5 

Magazine 429.7 466.0 36.3 110.0. 108.4 

Radio 397.4 444.9 47.5 115.2 112.0 

Television 2,865.0 3,202.2 337.2 114.8 111.8 

Major Media Total 6,175.4 6,907.1 731.7 113 .1, 111.8 .· 

Direct Mail Outdoor 
1,717.0 1,974.7 257.7 I·· 112.5 115.0 and Others 

Export Advertising 156.8 162.2 5.4 103.2 103.4 

Total (less major 
1,873.8 2,136.9 263.1 111.7 114.0 media) I . 

Total Advertising 
8,049.3 9,044.0 994.7 112.8 112.4 Expenditures 

Note: Converted at US$1 ¥204.08 

NEWSPAPERS 

Newspaper advertising expenditures totaled $2 '· 794 million, 

up 12.5% over the previous year for the highest rate of growth of 

all the four mass media. 

Newspaper advertising·was relatively active, probably be-

cause more advertisers reappraised the value of newspapers as an 

advertising medium. The newsp&peis them~elves acti~ely FUblicized 

themselves under the slogan "redevelopment of newspaper adverti-

sing." 
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As the export climate deteriorated, all industries paid 

greater attention to developing domestic demand, which menat in­

tensified competition for· the domestic market. Major corpora~ 

tions with large capital and adaptability to the changing cli­

mate took the lead in advertising activities.. They used news­

paper advertising because it suited their advertising policy to 

emphasize their difference from their rivals. Large project ad­

vertisements and special advertising features appeared in news­

papers more conspicuously than before. Wide-space and irregular­

shaped advertisements aimed at greater exposure and impact be­

came also notable. 

The volume of newspaper advertisements showed a steady 

growth. Some monthly totals even exceeded the levels of 1973; 

the peak year. The advertising volume in regional newspapers 

greatly exceeded the 1973 level, and itsgrowth rate in value 

surpassed that of national newspapers. The volume of color and 

full-page advertisements increased sharply as in the previous. 

year. 

Active advertisers were electrical equipment manufacturers 

who came up with various new products, automakers who announced 

new models, makers of household articles and equipment catering 

to the desires of consumers for a richer material life, and food 

and beverage industries that realized the effectiveness of news­

paper advertising. However, the expenditures of such maj.or ad-. 

vertisers as housing developers, building material manufacturers 

and publishing houses did not increase as expected. 
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MAGAZINES 

Magazine advertising expenditures to taled $4 66 million, 

showing an increase of 8.4% over the preceding year. 

Magazines always are a step ahead of their readers in their 

consciousness of life-styles and are highly effective as an ad-

vertising medium. In 1978, however, they did not make the ex-

pected advance, and the increase in their advertising expendi­

tures was the smallest Of all mass media. New magazines which 

mushroomed during the previous year with the so-called "New 

Family" and young people as their target did not do well, al­

though advertisements in long-establislied weeklies and monthlies 

grew steadily throughout the year. 

Some of the new magazines ceased publication, having failed 

to grasp the readers' needs accurately. Under these conditions, 

magazine advertising remained inactive, particularly during the 

first half of the year. In the second half, however, the picture 

brightened, as advertising volume, mainly in weeklies and women's 

magazines, showed a. marked increase, owing to editorial efforts 

by each magazine to emphasize its own characteristics which re­

sulted in increased circulation. 

Advertising expenditures increased remarkably for services/ 

entertainment, and household articles/equipment. Precision/ 

office machines, electrical equipment, and pharmaceuticals also 

contributed to the increase of advertising revenues. In contrast, 

advertising of cosmetics/detergents, foods/beverages, and cloth-

ing/personal effects was inactive. There were prosperous and 
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unpro.sperous indus·tr ies ·among. major advertisers. In recent .. ·. 

year-s, advertisements by. wholesalers/departme.nt ,sto.res,. particu,, 

larly in women's magazines, increased, although .their share· in .. 

the total magazine advertising was not much. In 1978, however, 

their increase was not so great as expected. 

RADIO 

Radio advertising expenditures totaled $445 million, in-
. ' ~ . 

creasing by 12.0% ($48 million) over the pr_evious year. In an 
~ . ' . 

uncertain environment for advertising,. radio achieved a stable 

growth. This probably was the result of the efforts the radio 
., 

companies had been making for years to impro~e their management. 
·, . ',-

It may also be due to the joint efforts of all commercial radio 

stations in an active media promotion campaign and to their 

steady sales efforts to expand various listener classes. 

Among notable activities were the 24-hour "radithon" (radio 

marathon) broadcast by five stations during Radio Broadcasting. 

Month to commemorate their 25th anniversary, and a special pro-

gram simultaneously broadcast by all commercial medium-wave 

radio stations. Sales promotion which made effective use of 

radio's function as -a community medium 'was· also notable as .in the 

previous year.· 

The monopoly by one station of the night games of a certain 
. ; . 

popular professional baseball team caused a controversy among 

commercial radio stations and created the problem of reorganiz-

23 



DIRECT MAIL, OUTDOOR AND OTHERS 

Expenditures for direct mail, outdoor and other media ad­

vertising totaled $1,975 million, increasing by 11.5% over the 

previous year for the highest growth of all advertising media. 

Many corporations followed a marketing strategy that emphasized 

sales promotion in order to cope with the uncertain economic 

situation. 

*Direct Mail -~--~----~~-~ The drop ·in volume that resulted from 

a sharp'rise of postage rates in 1976 

persisted in 1978, and direct mail ad­

vertising expenditures barely in­

creased from the previous year. 

*Newspaper Fliers -------- An advantage of newspaper fliers, 

which have established .a firm posi­

tion as a medium of useful informa­

tion for living, is that they enable 

advertisers to clearly define their 

target areas, Seeking d~rect sales 

increases, the industrial world turn­

ed their attention to this medium. 

As major .advertisers such as real 

estate agents, department stores and 

supermarkets used.more fliers and 

their advertising rates, mainly in 

the metropolitan, areas were raised, 

advertising expenditures in thi"s medium 

showed a satisfactory growth. 
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*Outdoor Advertising -~--- During the first half of the year, 

outdoor advertising was inactive, be-

l cause advertisers had difficulty in 

finding suitable sites to construct 

large advertising towers and neon 

signboards. In the second half, ex-

penditures mainly on large neon sign 

towers increased. This was because 

of redevelopment of their construe-

tion sites, dismantling of old towers, 

and reappraisal of their value as an 

advertising medium. 

*Transit Advertising ----- The field for transit advertising ex-

panded. With the opening of the New 

Tokyo International Airport in Narita, 

miscellaneous transit advertisements 

related to airport operation increased. 

Permission was given to put advertis-

ing stickers on the windows of the 

National Railways', commuter trains in 

Tokyo and Osaka areas. New or ad-

ditional poster boards were built at 

national and private railway stations. 

The effectiveness of train coach ad-

vertisements was recognized anew by 

advertisers, who used wider adver-

tisements increasingly. Advertising 
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expenditures grew steadily 'for these 

reasons and also as a result of the 

revision of transit advertising rates. 

*Motion Picture Ads ------ Expenditures· for advertising in this 

medium showed little increase. Yet, 

long publicity films which had been 

decreasing in recent years began to 

increase. Also noteworthy was the 

use of slides and video tape in sales 

promotion. 

EXPORT ADVERTISING 

' j 
Export advertising expenditures were estimated at $162 rni 1-L 

! 
lion, up only 3.4% over the previous year. This was due to the 

" continuing rise of the yen's exchange value. In terms of u.s. J 

dollars, however, the increase was a sharp 31.7%. \ 
Ih 1978, as ·in the preceding years, the current-account 

surplus increased mon.thly, and foreign cri tic isms of Japan grew 

louder. At one time in October the yen's exchange rate against 

the u.s. dollar broke the ¥180 level, and the competitive power 

of key Japanese export industries declined. 

While Japanese exports continued to grow in dollar amount, 

their volume decreased in and ·after the April-.June period. For 

the whole year, although exports increased by 21.2% in terms of 
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U.S. dollars on.a customs clearance basis, they decreased by 

5. 0% in terms of yen from the. previous year. The increase in 

volume was only 1.2%. 

Exports showing steady growth included cameras and other 

optical apparatus which enjoyed a strong competitive edge, 

tape recorders including VTRs, and business machines. Auto ex­

ports, which showed a satisfactory growth during the ·first half 

of the year, stood still in the second half, particularly the 

shipments to the Middle East and the United States. 

Exports to the United States, EC, and the .Middle East were 

inactive, while those to Southeast Asia, South Korea and the 

communist bloc including China showed a steady growth. This in­

dicated that Japan shifted the emphasis of exports from indus­

trialized countries and oil,-producing nations. 

Advertising activities overseas were vigorous during the 

first half of the year, but became sluggish i~ the second half 

because of the worsening export conditions and the sharp rise of 

the yen. 

III. Advertising Expenditures Classified by Industry 

Advertising expenditures in the four. mass media (total of 

advertising expenditures for newspapers,.magazines, radio and 

television), comparison with the previous year and the rates of 

contribution to increase were as shown in the accompanying table. 
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Type of Product 

Basic materials 

Food & beverages 

Pharmaceuticals 

Cosmetics & detergents 

Clothing & personal effects 

Publications 
... 

Industrial machines 

Precision & office machines 

Electric equipment 

Transport machinery 

Household equipment 

Housing & building materia'l 

Wholesalers & department 
stores 

Banking & insurance 

Service & entertainment 

Government ·offices & other 
organizations 

Medical, education and 
others 

Total 

Advertis'ing 
Expenditures 

(US$1 million) 

l00o7 

l, 248 ol 

37204 

52lo7 

201.2 

431.2 

78ol 

253o4 

356o3 

334o5 

330o4 

463o9 

409o4 

246ol 

585o7 

l20o2 

853o8 

6,907ol 

Note: Converted at $1 = ¥204o08 
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(%) 
Compared 
with 1977 

. 121 oS 

l07o8 

114 0 2 

115 ol 

l07o4 

ll2o0 

95o2 

118 ol 

l29ol 

115 0 3 

113 0 4 

l06ol 

115 0 9 

105o0 

115o0 

112 0 0 

108o4 

l11o 8 

(%) 
Share in 
Increase 

2o4 

l2o4 

6o3 

9o3 

1.9 

6 0 3 

Oo6 

5o3 

11.0 

5 o'3 

3o7 

7 0 7 

1.6 

l0o5 

1.8 

9o0 

lOOoO 



Expenditures in the four mass media in 1978 totaled $6,907 

million, up 11.8% over the previous year. Advertising during 

the first half of the year was inactive. While economic recovery 

due to vigorous government measures was expected, the steep rise 

of yen in February caused anxiety about future economic condi-

tions and cooled industry's eagerness to advertise. 

spending did not increase, either. 

Personal 

In the second half, when the corporations that had "reduced 

weight" saw possibilities of tiding over the "strong-yen" reces­

sion, business conditions began to look up slightly. Expendi­

tures of all Japanese households during the April-June period 

increased only by 4.3% over the same quarter in the previous 

year. After hitting this bottom, the growth rate picked up 

gradually in the following two quarters, registering 5.7% and 

6.8%, respectively. In yen, the increase in 1978 was 5.9%, the 

the lowest rate in recent years. 

In spite of these conditions, advertising expenditures 

showed an increase of more than 10%. This can be attributed to 

the fact that companies intensified their marketing competition 

to develop domestic demand and conducted active advertising 

drives. The factors that particularly contributed to greater 

demand for advertising included appearance of new products and 

new models aimed at larger market shares, as well as multi­

functional products in various fields, and entry into other in­

dustries. 

Manufacturers of foods/beverages and electrical equipment 

as well as services/entertainment contributed greatly to the 
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total increase of .··advertising expenditures. ·Advertisements of 

electrical equipment, basic material·s, and prec'ision/office 

machines showed a-particularly sharp increase. Those of whole-
~ 

salers/department stores, transport machinery, cosmetics/deter-

gents, and services/entertainment also showed a satisfactory. 

growth. 

Newspaper advertising by manufacturers of electrical equip-

ment.and foods/beverages and broadcast advertising by whole-

I salers/department stores and electrical equipment manufacturers 

increased greatly. 

Foods anp Beverages 

The foods/beverages industry, which formerly had given pri-

ority to television advertising in the hope of immediate effects 

on sales, returned.to newspaper advertising. Those advertisers 

who reappraised the effectiveness of newspaper advertising made 

big use of this. media.simultaneously.with the introduction of, 

new products in the market. In premium campaigns, too, they 

used newspaper advertising in conjunction with.television adver-

tising. 

A big topic of the year in the field of imported foods and 

beverages such as cheese, coffee, wine and whisky was how the 

suppliers would·respond to consumers' demand for a reduction of 

prices corresponding to the. rise in the yen's exchange rate. 
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Distributors of instant coffee lowered their prices by more than 

20% during the year, which resulted in increased demand. 

In July and August, when a.very hot spell came, sales of 

beer, juice, lactic drinks and other soft drinks were very act-

ive. Beer companies intensified sales promotion for draft beer, 

starting a ''draft beer w~r." In the soft drinks market, a re-

vival of the powdered beverage boom was anticipated and new 

manufacturers joined in the race. As for new products, varieties 

of butter mixed with tiny pieces of apples and raisins, new 

types of margari.ne and baby foods appeared on the market one 

after another. Their manufacturers fought vigorously for the 

market through premium campaigns. 

The advertising activities of foods/beverages companies 

were quite brisk. However, their adverti'sing expenditures in­

creased by only 7.8% over the previous year. 

Pharmaceuticals 

The total production of pharmaceuticals was estimated at 

$13,720 million, up 13.9% over the previous year for a double­

digit growth for the third successive year. Of the total produc­

tion, non-prescription medicines accounted for a little less 

than 20%. This might affect demand for advertising. Corporate 

advertising increased, and advertising of the "big three" popu­

lar medicines -- cold remedies, digestives and vitamin tablets -­

continued to show a steady growth. Many new products were mar-
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keted in such "non-pharmaceutical" categories as deodorants and 

insecticides, which caused brisk adver.tising activities. 

While the increase ra·te of advertising expenditures for 

newspapers remained at the single digit level, those for 

televis·ion, magazines and radio attained the double-digit level. 

Total pharmaceutical advertising expenditures in the four mass 

media increased by 14.2% over the previous year. 

Cosmetics and Detergents 

The growth rate of the total shipmnets of cosmetics was 8.0%. 

While output of make-up cosmetics showed a high rate of growth, 

that of basic cosmetics was stagnan.t. New companies. crowded in­

to the market, but demand .remained sluggish.· Cosmetics companies 

carried on active marketing competition for all their products, 

including cosmetics for men and fragrances. A particularly no­

table move in the industry was a winter campaign conducted for 

the first time in addition to the sales drives in other seasons. 

The detergents .industry introduced new products with strong­

er cleansing power, which created a steady demand for advertis­

ing. 

Advertising expenditures in the four mass media showed a 

satisfactory iricreas·e of 15.1%. Television advertising contri­

buted particularly to the growth. 
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Clothing and Personal Effects 

The textile industry, chronically suffering from structural 

depression, showed a black~ink balance at the half-yearly settle­

ment in September, and began to. recover from the recession at 

last. This was a result of production cutbacks over a long pe­

riod, depreciation in price of imported raw materials owing to 

the strong yen, var·ious managerial efforts, and success achieved 

by artificial leather and other special products. 

On the other hand, large apparel makers such as van and 

Hanasaki went bankrupt in the first half of the year, indicating 

that the recession had extended its effect from the smaller to 

large businesses. The gaps between prosperous and unprosperous 

companies became clearer. As regards women's clothing, sales 

of formal wear increased and the New York fashion took root. 

In summer, sales of "tank top" shirts grew, and men's polyester 

suits made a hit. 

In the sportswear market, many companies from various other 

industries made inroads, and competition became excessive. De­

mand for training wear bipolarized, as functional quality was 

pursued on the one hand and emphasis on fashion on the other. 

Sales of training wear as a whole increased steadily. Jogging 

wear and sports shoes showed a very sharp growth, as the market 

expanded to include more diverse classes of users. 

Advertising expenditures in newspapers and television in­

creased by 12.4% and 9.2%, respectively. However, because of 

the decrease in magazine and radio advertising, the increase in 

all four mass media was only 7.4%. 
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Publications 

The publications business had been dull for several years, 

and conditions did not improve much during 1978. Total sales 

showed little growth. Books returned unsold rose to ari extra­

ordinarily high rate. A publishing house of high reputation, 

Chikuma Shobo, went bankrupt. The Fair Trade Commission pro­

posed to abolish the resale price maintenance system for publi­

cations. A mammoth retail bookstore, the Yaesu Book Center, 

opened in spite of opposition from small retailers. 

Sales of both monthly and weekly magazines recovered to the 

level of 6% growth. It was particularly notable that weekly 

magazines emerged from their declining tendency which had per-

sisted ·for several years. This may be mainly because sales of 

major magazines recovered, readers·returned to magazines in re­

action. to the boom in comic books and paperbacks, and magazines 

for the young generation prospered. Although there was no great 

hit in the book publishing business, sales of literary books, 

especially those by young authors, increased. Reflecting the 

recession, books on economics and business management showed im­

proved sales, though in a modest way. 

Another noteworthy move was participation in the publica­

tions market of companies originally based in other industries. 

They showed particular interest in science fiction, nonfiction, 

books concerning movies, three-dimension picture books, and 

fashion books. 
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The total advertising expenditures in the four mass media 

increased by 12.0% over the previous year, owing to active ad­

vertising on television and radio and steady increase in news-. 

paper and magazine advertising. 

Precision and Office Equipment 

The precision equipment industry and the office equipment 

industry advertised actively, mainly on television to promote 

their corporate images. Watch manufacturers, in particular, 

competed in development of new products as quartz crystal watches 

began to dominate the market. The competition became so intense 

that many manufacturers were forced to review their existing 

product lines, and their hot sales war was directly reflected in 

advertising activities. 

As regards the camera industry, with the dissemination of 

cameras estimated at a near saturation point of over 80%, sales 

of all types dropped except 35 mm medium-class cameras which 

showed a satisfactory growth. This was due to the success in· 

development of new classes of users by introducing new products 

equipped with more automatic devices for easier operation. The 

sales race based on diversification of products sustained adver­

tising activities of the camera industry as a whole. 

The office equipment industry increased sales smoothly ow~ 

ing to the development of such new products as .plain. paper eo-, 
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piers, electronic calculators of extra-thin type,'·those with 

long-life battery ·and of multi-functional type, and the expan­

sion of the facsimile market.· 

The advertising expenditures in the four mass media increased 

sharply by 18.1% over the previous year, owing particularly to 

an increase in television advertising. 

Electrical Equipment 

During the first half of the year, the general stagnation 

of the domestic market for electrical equipment continued from 

the previous year, and sales of color television sets and ster-

eos were inactive. In the summer months, however, owing to the 

very hot weather, sales of refrigerators, air conditioners, fans 

and other summer goods shot up. With this as a turning point, 

the market held firm during the rest of the year. 

As sound multiplex broadcasting started ln autumn, televi­

sion sets adapted to this system were put on the market. Dual 

screen television sets also appeared, and manufacturers vied 

with each other in their advertising campaigns. Various new 

products with some new functions added to the conventional sys­

tem were introduced. These included air conditioners and wash­

ing machines with built-in micro-computers, video television 

sets with cassette tape recorders, and a combination of col or 

video camera with video.tape recorder. 

38 



The FF-type hot air room heater, which was the main product 

in the winter sales war, also sold well. Demand also increased 

steadily for smaller electric kitchen appliances such as oven 

·ranges with built-in micro-computers, sesame seed bulverizers< 

knife sharpeners and food processors, which met the wishes of 

housewives for labor-saving utensils. 

Advertising expenditures increased by 29.1% over the pre-

vious year for a higher rate of growth than any other industry. 

Automobiles 

The domestic demand for new cars during the 1978 calendar 

year exceeded the estimate made at the beginning of the year. A 

total of 4,660,000 new automotive vehicles (excluding'motor- _:'~::.f! 

cycles) were sold, up 12% over the previous year for the second 

highest growth in history. Demand for replacements which ha,d _1 1 ,. . '< '- ±" -- ~ ~ 

been suppressed during the prolonged recession exploded . . In 
ru11 :::lr,vJ 

fact, this was due to the aggressive sales campaign by m<J!)Uf'09£ee 

turers to develop domestic demand to make up for an expilSt\'i\),
8 

.,
0

, 

drop in exports due to the yen's appreciation. They t:J:;~est,tq., .. , .. 
• -· j.' : J' -- ·- - '-· -·-

stimulate demand for replacements by developing new models, ,and 
,:; • 1.'.- •• ,_;_: ·.-~-, -• ·J~.f.~,_fT 

conducted vigorous advertising. 

Owing mainly _to replacement purchases, sale;_!3 i?~utrysk.~ ,_:'\~B., 

other industrial cars increased smoothly, reflec,ting.,t)l.o= ,s,to=aqy, 
. ' -. ' - -- ) .). 1.: .• ':''- -·-

gFowth of public investment and market recovei;y. 
1 

As, f9I;,,mq_tO:Jf:;-, 
'-d. . ·-· l ·' '· _) '- ' j l . .o •• -.v 
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cycles, sales of 50. cc class, in the. third year since their ap­

pearance on the market, showed increasingly favorable growth. . ' . . . 

The manufacturers put new models on the market and launched 

colorful advertising campaigns aimed at women users, employing 

popular female personalities. 

The vehicle market as a whole, from general passenger cars, 

popular cars, light cars, industrial cars to motorcycles, ex-

ceeded the estimates made at the beginning of the year. 

Advertising expenditures increased by 15.3% over the pre-

vious year, exceeding the average rate of growth of all indus-

tries. 

Housing and Building Materials 

'.,;, In the 1978 ·calendar year, construction was started on 

l,S•ig·;ooo housingunits, up 2.7% over the previous year, which 
,~. l 

was riot as much as expected. This was due to the growth in 
..- ··"; . -, . . . . -· 

saleS of' condominiums which were buil.t in ·record numbers; the 

~ ' ' ,j. • 

consequent decrease in inventories, decline in supply of pre-

fabricat~d houses, and the "weight-reducing" operations by 
...... ... '' ,. . 

mariuf~dturets of prefabricated hom~s. 

The market for old apartments and houses expanded rapidly, 

m~inly •'Bgtausi2 demand for replacements increased and major hous-

rr,.,~_- .,. ,-- ·-~ , .... , ... , 
ing· cornpahie's··joined in the competition. Advertisements of real 

eslk·te-, brbkel'·§ increased sharply and made a- significant· contri- · 

bution to the advertising growth of the industry as a whole. 
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-----------·---------

The to;tal advertising expenditures in the.four mass media . . . . . . . . 

increased by only 6.1% .over the, previous ,year; . Although the re-

covery of advertising in. broadcast media contributed to. the in-

crease, sluggish growth of newspaper advertising had a strong 

adverse effect. 

Wholesalers and Department Stores 

The department store business was stagnant throughout the 

year because the consumers' desire to buy was dampened by 

economic uncertainties, anxieties about future livelihood, 

and a gloomy outlook for increase in household income. Stimu-

lated by brisk sales of summer goods due to the extremely hot 

weather, the mid-year "chugen'' gift sales increased beyond ex-

pec ta tion s. The year-end sales, however, fell a little short of 

satisfactory growth, due to the very slight increase in bonuses. 

Sales throughout the year increased by only 7.2% over the pre-

vious year. Sales of large supermarkets, too, were up only 9,8%, 

falling far short of the 17.3% growth of the year before. 

Department stores and supermarkets made efforts to secure 

customers, employing sales tactics carefully worked out to meet 

the individualizing and diversifying wishes of consumers. De-

partment stores in large cities which aimed at transformation 

into fashionable stores altered their interiors and window dis-

plays in order to establish a new image. They also actively set 

about to organize customers who used credit cards. 
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Supermarkets began to advertise extensively in mass media. 

New advertising drives conducted by supermarkets and installment· 

. payment stores· were particularly noteworthy. . ' 

The total advertising expenditures of wholesalers/depart­

ment stores in the four mass media showed a satisfactory in­

crease of 15.9% over the previous year, owing to the particular­

ly big increase in television advertising. 
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Trend in Advertising Expenditures 1965 - 1978 

1965 

1966 

1967 

1968 

1969 

1970 

1971 

1972 

1973 

1974 

1975 

1976 

1977 

1978 

Note: 

_Compared with Total Advertising 
Previous year Expen.di tures · 

(%) (US$ 1 million) 

98.5 955.6 

111 .4 1,064.2 

119.9 1,276.1 

115.8 1,478.1 

118.9 1,757.8 
. 

119.5 2,100.0 

104 .1 2,554.5 (2,185.6) 

111.6 2,851.3 (2, 439 ,4) 

122.6 3,589.3 (2,991.1) 

108.6 3,898.3 (3,248.6) 

10 5. 8 4,125.0 (3, 437 .5) 

117.7 4,856.0 (4,046;7) 

112 .. 8 6,084.1 (4,563.1) 

112 .4 9,044.0 (5,126.9) 

1965 to 1970 converted at $1=¥360. 

1971 and 1972 converted at $1=¥308. 

1973 to 1976 converted at $1=~3oo: 

1977 converted at $1=¥270. 

1978 converted at $1=¥204.08. 

Figures in parerith.eses converted at $1=¥360 

for comparison with earlier years. 
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Economic Growth of Japan 

and 

Advertising Expenditures 

(1965 - 1978) 

Gross National Product (B) Advertising Expenditures (A) 

Compared 
with 

previous 
($1 million) year (%) 

1965 88,768 

1966 102,284 

1967 121,016 

1968 143,315 

1969 165,804 

1970 196,475 

1971 257,317 
(220,149). 

1972 294,19A 
(251' 699) 

1973 370,203 
(308,503) 

1974 441,576 
(367,980) 

1975 483.050 
(402,542). 

1976 547,590 
(456, 325) 

1977 680,000 
(510,000). 

1978 1,-010,878 
(573,056) 

110.5 

115.2 

118.3 

118.4 

115.6 

118.5 

112.0 

114.5 

119.1 

110.0 

112.9 

111.7 

110.7 

Index 
lOO in 

1965 

100 

115 

136 

161 

187 

221 

248 

284 

348 

414 

456 

515 

575 

643 

Advertising 
Expenditures 
($1 million) 

955.6 

1,064.2 

1,276.1. 

1,478.1 

1,757.8 

2,100.0 

2,554.5 
(2,185.6) 

2,851.3. 
(2,439.4) 

3,589.3 
(2,991.1) 

3,898.3 
(3,248.6) 

4,125.0 
(3,437.5) 

4,856.0 
(4,046:7) 

6,084.1 
(4,563.1) 

9,044.0 
(5,126.9) 

Compared 
with 

previous 
year (%) 

98,5 

111.4 

119.9 

115.8 

118.9 

119.5 

104.1 

111.6 

122.6 

105.8 

117.7 

112.8 

112.4 

Index 
lOO in 

1965 

100 

111 

134 

155 

184 

220 

229 

255 

313 

340. 

360 

423 

478 

537 

A/B(%) 

1.08 

1.04 

1.05 

1.03 

1.06 

1.07 

0.99 

0.97 

0.97 

0.88 

0.85 

0.89 

0.89 

0.89 

Notes: l. GNP from 1965 to 1975: Annual Report on National Income by 
Economic Plarining Board. 

1965 to 1970 figuies converted at· $1=¥360 
1971 and 1972 figures converted at $1=¥308: 
1973 to 1976 figures converted at $1=¥300 
Figures for 1977 converted at $1=¥270 
Figures for 1978 converted at $1=¥204.08 
Figures in_parentheses converted at $1=¥3E:_O for comparison 

with earlier years. 

2. Gross national product for 1976 was calculated from figures in 
bulletin reports for the January-September period and from the 
Economic Planning Agency 1 s outlook for the October-December period. 

3. All data are for calendar years. 
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Advertising Shares by Medium 

(1965 - 197 8) 

Newspapers Maqazinl.'s Radio TV DV Outdoor etc. 

• 
-----,. --------- • ' Export • 

1965 l96S 

1966 1966 

1967 1%7 

1'J68 l%8 

196~) l 'JG'J 

l'J70 1nn 

l <J7l 1971 

1972 1n2 

1973 1'J73 

1974 1')74 

1'J75 l•J75 

1976 l'J7G 

1977 1977 

l<J78 1978 

0('!.) 10 20 30 40 50 60 70 80 <JO lOO 

(Unit : %) . 
News- Maga- OM, 

~· Radio 1'V outdoor Export Total 
papers zines y etc. 

1965 35.8 5.6 4.7 32.2 19.1 2.6 100.0 
1966 34.9 5.5 4.4 32.6 20.1 2.5 100.0 
1967 35.1 5.6 4.2 32.8 19.7 2.6 100.0 
1968 35.4 5.6 4.4 32.8 19.0 2.8 100.0 
1969 35.5 5.5 4.6 32.3 19.2 2.9 100.0 
1970 35.1 5.5 4.6 32.3 19.6 2.9 100.0 
1971 34.1 5.6 4.9 33.0 19.5 2.9 100.0 
1972 34.4 5.4 4.9 32.4 20.6 2.3 100.0 
1973 34.6 5.3 4.6 32.7 20.5 2.3 100.0 
1974 33.7 5.4 4.7 33.5 20.4 2.3 100.0 
1975 33.1 5.4 4.9 34.0 20.6 2.1 100.0 
1976 31.2 5.5 4.8 35.0 21.4 2.1 100.0 
1977 30.9 5.3 4.9 35.6 21.4 1.9 100.0 
1978 30.9 5.2 4.9 35.4 21.8 1.8 100.0 
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BREAKDOWN BY MEDIUM 

Magazines 

21..8% 

Direc't mail 

outdoor and 

others 

1.8% E~port advertising 

4.9% 

Radio. 
30.9% 

1978 

(Jan.-Dec.) 

¥1,845,700 million 

(US$9,044 million 

35.4% 

Television 
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1978 ADVERTISING EXPENDITURES IN FOUR MEDIA BY INDUSTRIES AND COMPARISON WITH PREVIOUS YEAR 

(Unit: US$1 million) 

Newspaper Magazine Radio Television 

Comp'd Comp'd Comp'd Comp'd 
with with with with 
previ- previ- previ- previ-
ous ous ous ous 

1978 1977 yeaz: % 1978 1977 year % 1978 1977 year % 1978 1977 year % 1978 

Basic materials 19.6 17.4 112.4 4.7 4.3 108.0 20.9 20.3 103.1 55.6 40.9 135.9 lOO. 7 

Foodstuffs & beverages 192.8 149.0 129.4 56.4 54.1 104.2 58.7 53.6 109.6 940.3 900.8 104.4 1,248.1 

Pharmaceuticals 78.3 74.5 105.1 22.8 19.7 115.6 8.0 7.2 111.6 263.3 224.7 117.2 372.4 

Cosmetics & detergents 61.4 57.1 107.5 68.0 64.9 104.8 14.3 12.3 116.0 378.0 319.1 118.4 521.7 

Clothing & personal 
47.5 42.2 112.4 41.5 41.7 99.4 7.1 7:2 99.3 105.2 ' 

effects 96.3 109.2 201.2 

Publications 329.7 300.5 109.7 14.5 12.9 112.2 39.2 31.8 12 3.1 47.9 40.0 ll9.9 431.2 

Industrial machines 22.3 22.3 100.0 4.2 3.4 122.9 5.8 7.5 76.6 45.7 48.7 93.9 78.1 

Precision & office 
95.0 84.4 112.5 25.6 22.3 ll4. 7 

machine 13.8 8.7 157.9 119.0 99.0 120.2 253.4 

Electri.c equipment 109.0 77.0 141.6 36.4 32.7 111.2 19.1 17.9 106.8 191.9 148.4 129.3 356.3 

Transport machinery 136.9 114.3 119.8 15.9 15.0 105.5 80.9 71.1 113.7 100.8 89.5 112.6 334.5 

Housing equipment 111.8 84.4 132.4 31.2 25.8 121.1 11.2 11.1 100.9 176.2 170.0 103.6 330.4 

Housing & building 368.8 352.7 104.6 12.6 12.4 101.2 10.2 8.7 117.4 72.2 63.3 114.1 463.9 

Wholesalers & department 
stores 

248.7 223.5 111.3 15.8 14.6 108.1 30.2 27.5 109.8 114.8 87.7 130.9 409.4 

Banking & insurance 159.3 151.5 105.1 23.8 24.5 97.0 7.9 8.3 95.9 55.1 50.2 109.8 246.1 

Service & entertainment 268.2 238.4 112.5 37.3 29.7 125.8 li6.3 40.5 114.1 233.9 ioo.6 1'16.6 585'.7 

Government agencies & 
30.7 27.3 112.6 10.2 9.0 113.6 12.0 9.6 125.6 67.3 61.6 109.3 120.2 

associations 

Others 514.0 466.8 110.1 45.1 42.7 106.2 59.3 54.1 109.7 235.0 224.2 104.9 853.8 

Total 2,794.0 2,483.3 112.5 466.0 429.7 108.4 444.9 397.4 112.0 3,202.2 2,865.0 111.8 6,907.1 
- - -- L 

Total 

Comp'd 
with 
previ-
ous 

1977 year % 

82.9 121.5 

1,157.5 107.8 

326.1 114.2 

453.4 115.1 

187.4 107.4 

385.1 112.0 

82.0 95.2 

214.5 118.1 

276.0 129.1 

290.0 115.3 

291.4 113.4 

437.1 106.1 

353.3 115.9 

234.5 105.0 

509.1 115.0 

107.4 112.0 

787.7 108.4 

6,175.4 111.8 
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Energy Policy and Environmental Considerations 

-The Case o.f J'apan-

Shigeto TSl)RU 
Professor Emeritus 
Hitotsubashi University, Japan 

I. Demand and Supply: Past, Present and Fu.ture 

1. Jt probably reflects the. vagaries of the age of uncertainty 

that collective wisdom of experts in 1970 projecting Japan's energy 

need for 1985 was drastically. revised to the one-half level within mere 

seven years' time. It is to be noted that the revision was not on the 

prospect of supply possibilities, but on that of need itself. 
. . --

In July 1970 the Overall Energy Research Commission ( OERC), 

a governmental consultative body, made "the revised projections" on. 

Japan's overall energy needs and supply possibilities for 1975 and 1985 

as follows (the key figures only): 

Total primary energies ( 1Q13 kcal) 

The same in petroleum equival;2nt ( 106 kl) 

Petroleum imports (106 kl) 

Nuclear power capacity ( 1 o6 kW) 

- 1 -

... ,,. 

• 

1975 

413 

438 

322 

8.66 

1985 

877- 966. 

933- 1,029 

650- 723 

60.0 



j. 

' 

l. 

'. 

' .. ·.:: 

The projection was based on the assumptions that the Japanese economy 

would grow, in terms of real GNP, at the annual rate of 8.5 to 10.6 percent 

during the period of 1970 to 1985 and that the elasticity of energy needs 

to ~NP growth could be brought down to less than unity as compared with 

the.figure of 1.1 during 1965 to 1970. 

The basic mistake in this projections, of course, was the 

failure to r<:"alize that the unusually high rate of growth of the 1955- 70. 

period had been the consequence of a special conjuncture of postwar 

. events1) and that a stably sustainable growth rate might be not any higher 

than' 5 or 6 percent per annum. 

Then, there was the "oil shock" of. late 1973, which not only 

forced the rethinking on the availability of abundant oil, but also shifted 

cost functions in the oil-using industries. 

Thus the first half of the decade of 70's saw Japan going 
. . . . . 

through a period of agonizing reappraisal over. her prospective energy , 

problems, which by then had become further complicated by the mounting 

voice in support of environmental amenities. The Overall Energy Research· 

Commission ( OERC), naturally, had to revise again their projec_tion 

1) cf. Shigeto Tsuru, The Mainsprings of Japanese Growth: A 

Turning Point?, The Atlantic Institute for International Affairs; Paris, 
1977. 
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for 1985; and in June 1977 they came out with the following figures: 

Total primary energies ( 1013 kcal) 

The same in petroleum equivalent ( 106 kl) 

Petroleum imports ( 106 kl) 

Nuclear power capacity ( 106 kW) 

1975 
(actual) 

367 

390 

288 

6.62 

1985 
(minimum) 

. 620 

660• 

432 

33.0 

Comparing ~his table with th<c earlier one, one can see that the 1975 
. . . . 

figures turned out to be about 10 percent less than the projection five 

years before and that the 1985 ·minimum needs could be covered by 

roughly two-thirds of the erstwhile estimate. · But even before tliis, 

the Institute of Energy Economics (lEE) made a calculation in December 1976 

that the projection for 1985 could be reduced further if Japan would 

countenance the possibility of getting along with the growth rate of 3. 7 

percent during 1977 -:- 85 and manage to reduce the energy elasticity to 0. 8, 

Their minimum estimates came down to the following figures as compared 

~·ith the 1970semi-official ones quotedabove: 

1970 1976 
OERC lEE 

projection projection 

Total primary energies ( 1013 kcal) 877- 966 484 

.The same in petroleum ~qui valent (lo6 kl) 933 - 1, 029 520 

Petroleum imports ( 106 kl) 650 - 723 · 320 

Nuclear power capacity (106 kW) 60.0 27.0 

fT 

• As a result of the Toh7o Sunmit in June 1979, Japanese gove~­
ment Eiade.an official promise'to reduce this target to 366 (10) 
or 6,300,000 B/D • 

.;.·. 
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lt is truly astounding that a relat.ive;Jy near-term projection for probably 

the most basic sine gua non of a modern industrial society could diverge 

to.such an ex-tent.··· 

2. It might be appropriate at this point to review somewhat 
. . I • 

historically the trend of increase in the energy consumption in Japan 

. and also the changing composition of the som-ces of primary energy, as 

tabulated be!O'v.': · · 

Total Sources - Relative Shares 
Energy 

Consumption Petroleum Coal Hydro Oth.ers Total 
( 1933. = 100) (%) (%) (%) (%)' (%) 

1933 100 8 69 12 11 100 

1948 100 5 60 21 14 100 

1966 500 60 26 11 3 100 

1975 1000 72 18 6 4 100' 
. .. 

_Source: The Institute of Energy Economic~, Japan 

' . 

In roughly forty years the energy·consumption in Japan increased ten-fold 

and the sources shifted dram-atically from coal to petroleum, the latter 

now occupying 72 percent of the total --- relatively highest among the 

OECD countries. 

- 4-
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3. Summarizing the characteristics of the energy situation which 

came to stay with Japan in the period of rapid economic growth of 1955 

to 1970, one may enumerate the following features: 

· ( 1) The degree of dependence on imports is extremely high --­

approximately 88 percent in most recent years. 

(2) The share occupied by petroleum in the total supply of primary 

energy is very. high --- 70 percent or thereabouts in recent years; 

and almost the whole of it is. imported. 

(3) The share of industrial consumption is higher than most 

countries:._ __ 57 percent (in 1975) of the total primary energy use 

as coin pared with the one-third level in most western countries. 

( 4) The part which goes into generation of electricity out of primary 

energy sources, is higher than most other countries '--- approximately 

one...:third. 

In connection with this last point, it should be mentioned that the energy 

loss in the process of generation and transmission of electricity amounts 

to more than 60 percent--- 52.2 x 1013 kcal out of 86.6 x 1013 kcal in 

1975, and also that the rates charged for industrial use have been kept 

unduly low i~volving cross-subsidization at the sacrifice of household 

users, the ratio being roughly 53 to 100 in the unit rate per k\''h in favor 

of industrial users. 

-5-
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}]. Policy Problems 

4. In estimating the energy need for a future year, we have to 

make assumptions for two overall variables, namely, ( 1) the prospective . 

growth rate of the economy and (2) the energy elasticity in relation to 

the rate of growth, both of ,,,hich depend a great deal upon deliberate 

policies taken by the government. 

But at the same time we must be aware that there are certain 

objective constraints to these variables --- the constraints which policy 

makers "'ill have to take into account. For example, if we are to. aim 

at a more or less full employment situation.in the coming decade, this 

desideratum would dictate a certain minimum rate of growth in real 
. : ·. . . 

·GNP. Most expert~ ·say that the figure of six percentfor the coming 

decade is the floor below which·unemployment would accumulate unless 

a work-sharing system of fairly revolutionary charact~r could be 

instituted. 

As for the energy elasticity, energy-saving policy measures, 

of course, are decisive; but it must be pointed out that the fact of 

wide-ranging differences in energy intensity among industries and 

other economic activities means .that shift in industrial structure by 

- 6-
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itself, with th~ given specific energy intensity for each'activity, can 

change the overall energy elasticity over the years such a shift takes 

place.· 
- ; 

Once we break down the energy supply sources into specific 

categories such as petroleum, nuclear power, etc., it goes \vithout saying 

· that.ther_e. are numerous objective constraints with different degrees of 

· unmall!"ability. 

Another important .consideration. constituting a datum for the 

discussion of energy problems is the dimension of time required for 

dynamic adjustment of any s'ort. For example, the. lead time needed 

for setting up of a newelectricit)' generating plant in Japan is said to be 

about ten years; and the.replacement ofan oil-burning plant by a coal-

burning one would also require a gestation period of considerable 

duration·. 

·Thus,' the starting point of any overall discussion on energy 
. . . . . . . . ' . . . 

policies of a country has tobe a projection of the country's.demand 
. . . . .. . { 

and supply of energies· at least ten years a !:lead based on the most complex 

assessment of desiderata, possibilities and feasibilities of all kinds. 

One can start such a projection first by placing major emphases on 

more or less objective constraints and then introduce adjustments which 

can predicta,bly be counted on as consequences of deliberate policy 

- 7-
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measur~~s. To \·:~at extent this la~ter step is incorporated in a 

Jlroject:ion for e. future year accowJts for the often 1-.'ide margin 

of differe!1ce in _several projections for the same future year. 

He 'cited ee.rlier the key f:i.gures of demand projection for 

1985 as estit:iated by the OveraJl :S~er·g-y Research Co=ission in 

. June 1977. But the Tokyo Su;nmit of June 1979 imposed a further 

constraint on the import availa_bility of :;>etrolem: for Japan in 

1985; and a revised table had to be vlorked out on that basis. 

·'T.be follo~cing table gives somewhat more in detail the composition 

and specific -q-ualltitieE- o~ ;J2.~1or ener·u soD.rces for l9E5 c_ontr.c.st-

ing the le.test revision v:ith the one tt-.To :years ear} isl". 

Total (106 kl) 

Hydro. :Fowec- (106 kH) 
. 6 . 

Geotlle:!."'Eal (lo kW) 

Do~estic Petrole:1l & · 
l•atura.1 Gas (10 k1) 

·JJD:'18:stic Coal (106 t~n) 
Nnc1ear Power (106 k\ol) 
IJ~G (106 ton) 

Irr·po:r-ted Coal (106 ton) 

Imported Fetroleum (106 kl) 

l\e1·: :Sne:r·"v Sources (106 kl) 
~ .. 

19'?'7 Fro·:ection 
-------~------.Quan- Share 
tit i ~-~ . ----=-(%)-

660 

41. 

1 

11_ 

20 

33 
30 

102 

432 

2.3 

(106) 
(3.9) 
(0.3) 

(l. 7) 

(2.1) 

(7 .4) 
(6.4) 

(12.4) 

(65.5) 
(0.4) 

(Fercent;r=s;e fis-ures for the coL"uosit_ion do not 
.to lCO b"cause of tbe rmmding.) ·· 

---------

582 (lOO) 

41.> (!<·. ?) 

l (0. ij.). 

8 (1.4) 

20 (2.5) 
30 (6.7) 
29 (7 .. 2) 

101 (13;6) 
356 (..-2 o' 0 •.;) 

5.2 (0.9) 
add UD ex:actl.y 

\·?ith this p:ictu.re lD r::.Lnd, "l-le. :oc~·/" discuss belo1·: various policy 

r;_rob_ler:E iJJvol ved J.n Jap&L' s enert;-;y prospect for the near future. 
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-.. s:_:"· '··· • A simpler problem could be disposed of at the outset; ~har. :·:_,:~~~:·:.:,~ -·;:•: ~t 
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is the question of the availability of foreign exchange for the purchase ._ . .. . . . . ' . . . -

· of primary· energy materials. Although Japan 1 s dependence on foreign 

so~rces of energy.will remain high through the coming decade and 

probably beyond,- the wherew'ithal to purchase them is likely to be 

forthcoming unless something m6st uriexp~c'ted happe~~ in the price of . . . . . . ' ~ - ~- .. ... --, . -· :.:'· ·'. ·" 

petroleum and/or Jap<:tn 1
S expo~t earnings. -The follo ... ;irig table summarizes 

the-relevant statistiCs' of Japan 1 s fore1gn trade in the wake of OPEC price 

hike: 

(unit: billion dollars)' 

1975 1976 1977 

Total Imports 49.7 56.1 62.0 

. Energy 25.6 28.3 31.2 

(Petroleum &Products) (21.0) (23.3) (25.8) 

· Total Exports - .- 54.7 66.0 79.3. 

Engineering Products 30.0 39.6 49.7 

It can be seen .that the e>.-port earnings from engineering products could 
. . . . 

comfortably cover the needed expenses for energy imports. Still, one 

- might say that the fact that the import bOI for energy materials constitutes 

one half of the total imports of the country is not to be taken lightly • 
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6. In the light of an unalterable, high degr~e of dependence on . 

foreign-based supplies for energy, it is quite natural that Japan should 

feel that the most important policy problem for the country is that of 

securing stable supply, in particular, of petroleum year in and year 

out. This task, however, is an extremely complex one, involving as 

it does ( 1) the diversification of sources of supply, ( 2) direct iiwestment 
: . ·. . -·.· . . . . . . . . 

by Japan herself in ;Producing countries with an agreement to have.the 

product shipped to Japan;· ( 3) providing of stockpiling facilities not 

only in Japan but, if possible, also abroad, and (4) international political 

and diplomatic vigilance for the maintenance of smooth and friendly 

relations with the exporting countries. 

At present, major sources of supply of petroleum for Japan 

a~e in the Middle-East area, with Saudi Arabia ( 33. 8%), Iran ( 17 .0%), 

U~ited Arab Emirates ( 11. 4%) , Kuwait ( 8. 3%), Oman ( 3. 7%) and Iraq 

(3.1%) together occupying 77.3 percent of the total in 1977 in quantities· 

and Indonesia ( 13. 6%) and Brunei ( 3. 4%) in the Asian region filling up . 

17 percent in addition. We can easily see that the J1.1iddle-East oil is 

of paramount importance for Japan, with a further implication that the 

shipping route from that region to Japan has to be secured under all 

circumstances. Stranding of a mammoth tanker (Shoh·a-maru) in 

the Malacca Straits in January 1975 with the resulting oil spill of 

- 10-
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4500 kl triggered the restrictive measures by the .countries concerned 

in the region on the navigation of super-tankers through the Straits and 

brought to the fore dramatically the precariousness of the shipping 

·route of petroleum to which Japan had been ·accustomed. E"-1Jloratory 

discussion thus ensued subsequently to transfer the route to the Lombok 

Straits in Indonesia and to construct a ·transshipmE;nt super-port in 

Palau, causing still another controversy Over the question of "Develop-

ment vs. Environment" in that most. beautiful coral-reef island in the 

world. 

As for Japan's own efforts to develop new oilfields abroad, 

the pace of extending tentacles quickened in recent years; and by 1976 

the importation of petroleum into Japan from the joint venture companies 

amounted to 24.2 million kl, or approximately 9 percent' of the total in 

that year. 

7. The import requirement of petroleum in 1985 in the Overa.ll 

Energy Research Commission's projection cited earlier-- 366 million 

kl or 6.3 million B/D -- is probably the maximum Japan can hope for 

within the agreed-upon constraint of 23.1 million B/D set for 1985 

by the Toh-yo SUL~it meeting of Jlli~e 1979 as the target ceiling 

of· the total mports by the seven countries concerned. But at 

the saGe time the~ 

- ; 
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Japanese authorties say that the target figure of 6300,000 BID is the 
J 

minimum required for the country in 1985after making maximum 

efforts in developing alternative s·ources of energy. In fact, the . 

government has gone so far as to announce in January 1979 that they 

will not give a permit to the construction of any new oil-burning 

electricity genera~ing plant which is aimed at going into operation in 

1985 or thereafter: The immediate alternative indic.ated is to increase 

the share of coal. 

But in the search for alternative ene~gy sources to replace 

petroleum, the authorities seem, at present, to be placing a major 

emphasis on the expansion of the use of nuclear power. History of 

the nuclear power development in Japan is a tortured one . .'for some 

time until about October 1975 the official target for 1985 was the 

generating capacity of 60,000,000 kW in the nuclear power field, with 

an interim target. of 31, 770,000 kW by the end of 19 80. ·. Public consensus, 

however, has been slow to come in Japan in the nuclear.field, the 

country having in.the background the unique e:>:perience of atomic 

bombing towards the end of the last war~ Some people refer to such 

sensitivity of Japanese as a case' of "nuclear'allergy"; but as is now 

well known, Japan is certainly not an exception in being hesitant in 

accepting what is often called the nFaustian Bargain." Furthermore, 

i 
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the capacity factor of the operating nuclear plants has been disappointingly 

low, the weighted average ranging between 36 and 54 percent during 

1973 to 1977. Such a poor showing was mainly due to frequent stoppage 
' . 

of operation for sundry repair purposes and naturally raised the unit 

cost of generated electricity substantially above the level originally . . 

tooted for. 

Meanwhile, the government attempted to expedite the construction 

of new plants by increasing further the degree of subsidy td those regions 

agreeing to site the .new nuclear plants. But citizens' opposition flared ., 

up in a number of places, forcing the slow-down of the pace of 

construction. Thus the earlier target of 60,000,000 kW for 1985 was 

marked down in several steps to 26,000,000 kW by the middle of 1977. 

However, the imperative of finding an alternative sour cl'! replacing 
. . 

petroleum has caused the fuel authorities to decide to set their sights 

higher by raising the. revised target by 4,000,000 kW. Itremains to be 

· seen how successful the authorities will b~ in tackling this: knotty problem; 
. . 

For the immediate f~ture, up to the ye~r 1985,th~ alternatives::: 

·available are not very ample. At the time the Overall Energy Research . ' 

Commission revised the 1985 target of nuclear power upward in 1977, 

they also proposed that the government should exert special efforts 

to expand the energy sources_beyond what were till then projected 

_. 13-
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in the following. fields (all the items converted into petroleum equivalents): " 

Imported coal + . 7, 000,000 kl 

Imported LNG + 8, 000,000 kl 

Domestic oil and natural gas + 3 ; 000 , 000 kl .. 

Hydro power + 2,600,000 kl 

Geothermal energy + 1, 000,000 kl 

Other new types of energy + 2 l300, 000 kl 

Total +.23,900,000 kl 

'"ith this total we should compare the projected reduction of the target 

of petroleum imports in 1985 amounting :to 66. x 106kL Thus, even if 

-·we car\ be certain of the success in the.expansion of nuclear pOWE!r t_o 

the level of 3 Ox 106 kW, whi eh in petroleum equivalents means the 

upward revision of approximately· 9 x 106 kl, ·we can fill the shortfall 

gap in the .oil imports only to the extent of about 50 percent. 

For a longer time projection it is o~ course possible to count 
. . . . . - . . 

on various other forms of new sources of energy i~~ltiding the solar : 

energy and the fusion power. But realistic appraisal for the coming· · 

decade has to work within the c.onstraints described above; and even then . . . . 

the maximum efforts will be required in all directions. The only 

unpredictably favorable possibility is the development of geothermal 

energ)' tapping the deep subterranean layer of 3, 000 meters or more. 

-14-
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Exploratory research has already begun with a .prospect of eventually 

constructing an electricity generating plant of 2 million to 3 million kW 

capacity at each site. ·Practically available total resource in this sphere 

in Japan is esti'mated to amount to 145 x 106 kW capacity of electricity. 

A major hurdle here, however, 11es in the fact that most of the sites 

suitable for the purpose are within the boundary of national parks and 

that environmental Considerations Stand in th~ Wa)'. 

8. Now, the summary figuresfor the year 1985 come out to 

somewhat as follows: 

(1) Probable total demand for primary energy in case no special 

policy measures are taken ---662 x 106 kl 

(2) Probable total supply of p~Imary energ.y in case ·no special 

policy .measures are taken--- 549 X 106 kl .·· .·· 

(3) Incremental supply through special efforts i~nucle~ power . 
. . ~- . .. -· ··.-;-

. and others --~33x 106 kl 
. . 

( 4) Energy saving needed beyond what has thus far been practised 

6 . 
--- 80 X 10 kl 

This gives the broad dimension of the energy picture looking towards 

1985 and it is clear enough that the energy-saving policy measures 

have to be placed on the high priority list in the coming years in Japan. 

- 15-



However, from the standpoint of the household sector the 

average use of primary energy in Japan in 1975 was not commensurate · 

with her relative position in the per-capita GNP. As of 1975, the 

estimates for the relevant fig\}res are as follows: 

Per capita A Per capita consump- B 

GNP tion of energy in the 

(dollars) household ( 103 kcal) 

U. S. A; 7,120 ( 100) 26,304 ·(100) 

Western Germany 6,670. ·. (94) 14,774 (56) 

France 5,950 (84) 11 ,253 (43) 

Japan 4,450 (63) 7,173 (27) .. 

U.K. 3,780 (53) 13,420 (51) 

. Italy 2,810 (39) 7,408 . (28) 

Sources: The per capita GNP figures are taken from World Bank 

Atlas, 1977 and the energy consumption figures from the· 

Institute of Energy Economics Studies.· 

B/A 

1.00 

~60 

.51 

.43 

.96 

• 72 

· . It is instructive to note that the. relative energy intensit; of per C::apita . 

GNP in 1975, with the· then prevailing exchange rates, was· the lowest for 

Japan compared "'ith the United States". This relation would tqin o~t to be 
. . . . . -. 

more strikingly clear if the more recent exchange rate· :were applied for 

Japan vis-a-vis the U. S. --- 200 yen to a dollar instead of 300 yen which 

prevailed in 1975. 

Compared with most other countries in the West, Japan may be 

·! 
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said to have less leeway in economizing the use of energy in the house-

hold sector, favored as she. is with more moderate climate than others 

and being able to rely on efficient and economical mass transport ·system 

rdr urban centers. Still, there remain a large number. of areas where 

energy-saving is possible, such as a greater use of insulating materials 

for building construction, less reliance on energy-intensive synthetic 

fabrics ;·~lengthening of durability of various household durable goods, 

a greater ·concess1on to seasona!ity of vegetables and fiuits, less use 

of automobiles for recreational purposes, etc. How r'nuch energy can 

be saved altogether through these measures is problematical; but one 

estimate of the governmental source says that 750,000 kl of petroleum 

\ 
can be saved in every winter month if the ceiling is placed at 20°C 'tor 

the heating of office and domestic buildings throughout the country. 

In any case, more important in the order of magnitude would 

be the energy-saving consequences of the shift in Japan's industrial 

structure and also. of the shift in the media of transportation in general. 

Of these, the former will come about rriore or less automatically with 

the relati'!e ·decline of energy-intensive branches of manufacturing; but 

· tbe latter involves a definitely more complex problem of institutional 

cbaracter. 

Ideally speaking, the en·ergy coefficient per unit of transport 
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on the assumption of 100 percent load factor is.esti.matod to be as follows 

for different modes of vehicles: 

For Freight 

Mode 

Trucks 

Electric Railway 

Freight-ships 

For Passengers 

Mode 

Passenger car 

Commuting train 

"Bullet" train · 

8747-SR 

Capacity 

8 ton 

· 500 ton 

499 G/T 

Capacity 
(persons) 

50 

5 

. 144. 

100 

498 

kcal per ton-km 

320 

50 

60 

ked per man-km 

60 

190 

30 

70 

300 

Source: The Ministry of Transportation; Japanese 
Government 

These estimates are suggestive of possibilities for the saving· of energy. 

for transport purposes, Which in 1975 COnsumed approximate));--70 X 
. . ' . ., . 

1013 kcal,'or almost 20 perce~t of the total p;imary energies in Japan. 

But in actual fact, the choice made by household and business of the 

media of transport is dependent on so many factors that the market 

mechanism does not necessarily achieve the state of maximum efficiency 
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in energy use. In the recent years the use of energy-efficient railroad 

media has been steadily declining in relative shares' especially in the 

field of freight transport, and the per-unit. coefficient of energy in the 

transport field as a whole has been on the increase. The problem 

involved here is not only that of changing patterns of user preference~ 

cost factors but also the institutional peculiarities which pertain to the 

public-~orporate character of the Japan National Railroad and also the 

different degrees of internalization of external effects for various modes 

of transport •. The imperative of energy efficiency in the coming years may 

force the authorities to tackle these intractable problems more·seriously 

than before to improve the situation. 

Ill.· Environmental Considerations 

9. Dr. Charles J. Hitch, president of Resources for the Future, 

wrote: "Energy is an environmental problem. Energy production and 

consumption combine to form the world • s greatest environmental insult. 

The list of effects is long and ugly: death for coal miners from cave-ins 

. and black lung; air· pollution from electr.ic power generation, industrial 

processes, and automobiles; -an increase in the proportion oLcarbon 
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dioxide in the atmosphere, perhaps leading to adverse changes in climate 

having far-reaching implications; ocean oil spills; water pollution from 

acid mine drainage; scarring of strip-mined landscapes. ,. 2 ) 

In the case of Japan, environmental considerations related to 

energy production and consumption are somewhat different in emphasis 

from the ones enumerated by Dr. Hitch. The biggest problem has been 

that of environmental disruption incident to the reclamation of shallow 

· coastJ.ine for the purpose of creating industrial sites, in particular, the 

sites for oil-burning electricity generating plants and nuclear power .. 

plants. 

The Japanese archipelago is endowed with an unusually long 
• 

coastline with abundant natural beauties, easy access to the sea for 

fishing industries and varied kinds of recreational activities. As Rachel 

Cars on used to say, the seaside is the best place for observation of 

biological llfe of the earth inasmuch as it is there that the: dividing line 

of the land and the sea shifts back and forth with the moving tide and 

delicate adaptation is required for th~ living organism which makes the 

seaside their! habitat. From the standpoint of modern industries, however, 

2) Charles J. Hitch, "Energy in our Future," The Key Reporter, 
Summer 1978, p. 3. 

. ! 
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shallow coastline is an ideal place to fill up and to create riew land as 

factory sites if an adequate harbor is located nearby or can be newly 

constructed .. This, for the reason that transportation ·cost can be 

minimized for petroleum, heavy raw materials, etc. Thus in the course 

of the rapid rate of growth of GNP during 1955 to 1973, ·Japan went ahead 

with tremendous speed and energy with the job of reclaiming the shallow 

coastline all around the archipelago. The Seto Inland Sea3 ), for example, 

which is Japan's national park, was no exception in this regard. 

'''hen such reclamation takes place, the framework in· which the 

. job is done is essentially market-economyoriented. Construction cost 

of reclamation plus compensation for loss of any fishing interests are 

the base for calculation of the selling price of the land thus created; and 

once a private firm purchases such reclaimed land protruding into the 

erstwhile sea, it becomes not only a private owner of that land but also 

is in the position to exclude the access. to the sea by the third party, 

3) The Law for Environmental Conservation of the Seto Inalnd Sea, 
proposed by Diet memebers.and enacted unanimously in October 1973, 
stated in the Article III: ·"The ·seto Ipland Sea is no( only a natural 

endowment of incomparable beauty of-Japan and the world but also has 
been a treasure hous·e of valuable marine resources for the nation 

and it shall be the· heritage of the present·to the future generations." 

- 21 -

; . 

! ; 
! . 



;-

effectively nullifying tpe opportunity by private citizens to enjoy the 

amenities which they once enjoyed as public goods. These are lost 

without compensation, because they had existed outside the calculus 

of cost and benefit of a market-,oriented economy. 

The extent of loss of such non-quantifiable amenities has been 

enormous during the rapid growth period in Japan; and in many parts 

of the country the aroused public opinion has staged revolts against 

this technic'o-economic Juggernaut, coining_, in the process, a new 

word of "The Access Right to the Beach." The widespread· movement 

by Citizens fighting for this access right started in February 1975 by 

defining and proclaiming the right in a mass meeting; but the idea itself 

dates back to, and contained in, what is known as the Tokyo Resolution 

of March 1970, which said in part: "Above all, it is important that 

we urge the adoption in law of the principle that every person is entitled 

by right to the environment free of elements which infringe human 

health and well-'-being and the nature's endowment, including its beauty, 

which shall_ be the heritage of the present to the future generation." 

This statement, adopted on the occasion of an international symposium 

organized by the International Social Science Council in Tokyo, served 

as a springboard for a basic reorientation in the matters concerning 

environmental-rights of citizens subsequently; and the pace of construe-

- 22-
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tion of electricity-generating plants, whether thermal or nuclear, and 

of petro-chemical complexes along the seashore has been Pillpably 

slowed down. It is an expressive simile of the shifting value judgement 

of the Japanese populace when they say that "Our expanding kitchen 

should no longer encroach upon our small enough qarden." 

"The Access Right to the Beach," however, still remains in the ' 

stage of a proclamation, not yet codified in any legal instrumentation. 

Nevertheless, the slogan has served as a basis for broad appeal which 

strengthened the confidence of those local autonomous bodies which 

negotiated with electricity-generating companies to have a "cle~n 

environment agreement" signed at numerous sites of construction. 

The earliest of such an agreement of some significance was signed in 

1965 between Yokohama Municipal Government and the Tokyo Electric 

Company. It specified concrete measures of decreasing the degree of 

air pollution through replacing the old smoke stacks (85 meters high) 

by new ones ( 130 - 150 meters high) and also by instituting a much more 

complete system of environment-surveillance than had existed before. 

The Yokohama Agreement became a n1odel subsequently for a large 
' 

number of municipalities and other local governments. But it must be 

conceded, after the practical experience of almost fifteen years, that 

an agreement of this sort could not but be in the nature of gentlemen's 
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agreement and that it did not quite satisfy the need felt by the concerned 

citizens in the environmental field. 

Thus it was natural that the litigation by citizens and/or victims 

came as a next step. so· far as the court litigations in the environmental 

field are concerned, there were a number of notable cases which started 

in the latter part of 1960's. Especially well known are ( 1) the "itai-

itai disease" case of cadmium poisoning, {2) the "Niigata Minamata 

disease" case of mercury poisoning·, {3) the "Yokkaichi pollution" case 

of respir;;,tory ailments, and· ( 4) the "Kumamoto Minamata disease" 

case of mercury poisoning. While the trials· on these four cases were 

going on, general public opinion turned markedly against environmental 

polluters; and significantly enough, in December 1970, an Extraordinary 

Session of the Diet (parliament) was held to pass and/or revise fourteen 

·acts of law, all related to the matter of environmental protection. In 

particular, the Basic Law for Environmental Poll uti on Control, which 

had been in existence since 196 7, was revised in its fundamental approach 

through the d.eletion of the so-called "Harmony Clause" which had specified 

that "in conservation of the living environment •.. harmony with sound 

economic development should be considered." 

In the v.·ake of such heightened concern by general public, the 

,-1• 
! • four major pollution trial cases, referred to earlier, all ended in 
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the victory of plaintiffs representing the victims in the course of June 

1971 to March 1973. However, excepting the "itai-itai disease" case 

where an article in the Mining Act, which provides for absolute liability, 

was invoked, all the other cases relied mainly upon the Article 709 of 

the Civil Code which reads: "Whoever has infringed on another's rights 

by intention or negligence shall be held responsible for compensating 

the damage thus incurred." The article sets out liability for breaches of 

the law in general and was never intended to cover the case like, for 

example, the Yokkaichi pollution damage; and therefore· the court 

faced, in each one of the abovecases, a difficult task of handling a case. 

without a legal framework pertinent to the purpose and was forced to 

find an innovative solution. 

Encouraged by the victories .in these environmental litigations, 

the concerned citizens next went on to an entirely new type of legal 

action, namely, to ask for court injunction <>n the construction of· 

electricity-generating plants on the reclaimed sit.es basing their argument 

on the principle of "Envir6nmental Rights" of citizens. A legal action 

-
of this sort had. been taken before by .a group of fishermen, for example, 

who ''"anted to protect their fishing rights. But now the economically 

non-quantifiable amenity rights of ordinary citizens became the ground 

for litigation. The first of such legal action was taken in July 1972 against 
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Date Thermal Plant of the Hokkaido Electric Company and then was 

followed by several others, the most notable being the case- of Igata 

Nuclear Plant of the Shikoku Electric Company which was initiated in 

August 1973. 
1 

This Igata case ended in the defeat of the plaintiffs by 

the court decision of April 1978 in which the local citizens' competnece 

to bring the matter to the court was acknowledged but the contested 

. issue of "safety" was held to be within the "discretionary (!omain" of 

the government to judge. A more genuine "Environmental Rights" case 

is a legal action taken by ordinary citizens against Buzen Thermal Plant 

. . 
of the Kyushu Electric Company, initiated in August 1973 and still 

lingering on in the court. It is clear enough that the judicial community 

in Japan has not yet come around to making the citizens 1 !'Environmental 

Rights" a. contestable legal issue. 

10. From the administrative point of view one of the rriost important 

problems is that of setting standards in relation to the levels of pollution 

connected with the generation ofelectricity. it is important, however, 

to distinguish between "quality standards" and "emission standards." 

The former is essentially policy objectives whereas the latter specify 

concretely the quantity of pollutants which rriay be discharged from a 

given source per unit of time. 

\. 
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So far as the "quality standards" are concerned, Japan has 

been the most strict in relation to some of the air pollutants among 

OECD countries in 1975, as shown in the table below: 

S02 (ppm) Particulates N02 (ppm) 
(mg/m3 ) 

Japan 0.04 0.10 0.02' 

Canada 0.06 0.12 0.10 

U. S. A. 0.14 0.26 0.13 

W. Germany 0.06 n.a . 0.15 

France . 0.38 0.35 n.a • 
.. Italy 0.15 0.30 n.a.· 

Sweden· 0.25 n.a. n.a. 

Source: OECD, Environmental Policies in Japan, 1977, p. 25 

Of these pollutants, the most controversial has been the 

standard set for N02. Such quality standards are to be set always.in . 

relation to the local specificity of congestion of all kinds. Japanese·'·. 

urban centers, being probably the most congested in ·the w'~rld.riot only 

in terms of population but also in terms of factory sites and automobiles 

and further having the record of frequent incidence of photo-chemical 

smogs, did at one point of time choose to set the standards specified 

above. But the business world, especially the iron and steel industry 

' I 
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and the automobile-manufacturing industry, pressed upon the govern-

ment subsequently to have the standards revised; and the Environment 

Agency finally decided to take an administrative action in July 1978 to 

change the quality standard for N02 to the daily average ;.an~e of 0.04 .. 

to 0. 06 pp m. The law suit .. ensued immediately afterwards initiated by 

residents of Tokyo who sought to enjoin the Environment Agency from 

relaxing the N02 standard.. TI1e matter is still in the court; but the 

case is considered to be of landmark importance in Japan not only 

because it challenges the Environment Agency's decision-making 

procedures, but because it is the first suit' filed by private citizens against 

the Agency since its creation in 1971. 

The so2 pollution has shown some improvement in the recent 

years, and by the end of 19 78 the inspection points satisfying the threshold 

. limit rose by 5 percentage-point compared with the previous year to 

93% of the total. But as for the N02 pollution, the old standard of 0.02 ppm 

·.was met only by 10.4% of the 892 inspection poi11ts througlwut the country 

at the end of 1978; and even the new relaxed standard could not be met 

by 70% of the inspection points located in Tokyo. Thus the Tokyo Metropolitan 

Government set up its own investigative commission on NOx and at present 

pursuing an independent research with a view to establishing its own · 

standard irrespective .of what the central gov=nment says. Whether a 
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.locar government can issue a decree on ·such matters with .a s~verer 

standard than the nadonal one is a moot issue that is bo!-'nd to occupy 

the attention of legal specialists in the near future. 

Although one must admit that the environmental concern in 

Japan is not as keen as it once was in the early years of 1970's, it 

has in a way shifted its emphasis from the critical attitude against the 

criminal type of environmental disruption like the methylmercury 

poisoning to the valuing of environmental amenities such as nature 1 s 
. . 

beauty, the access to the beach, the conserv-ation of historical structures, 

etc. The problem is bound to remain, therefore, for the need for 

reconciliation of the e"nergy-expanding schemes of the c"ountry and the 

environmental considerations. 

\. 
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ITALO-JAPANESE ECONOMIC SYMPOSIUM 

Italy-Japan: A Comparison between their Economies 

by Economists and Operators of the· two Countries 

Rome- 16-17-18 October 1979 

ELECTRICITY DEVELOPMENT IN JAPAN AND ITALY: 

COMMON FEATURES AND POSSIBLE STRATEGIES 

Marind Valtorta 

The numerous and difficult problems related to the development 

of electricity demand and supply. would require a deep consideration 

owing to the complexity and the uncertainties of the forecast of the whole 

economy, to which energy and electricity give essential contribution 

and burden. 

In this short report,· only the main features will be outlined, in 

order to appraise the situation and problems in the two countries, Italy 

and Japan. 

The remarks expressed below refer to a time horizon until 1990: 
. 

the actions to be undertaken for this term have to be decided at present 

and the possible options are practically limited to those already industrial­

ly mature. 

On one side the effect of modifications ori the economic and social 

growth pattern, as deriving may be from a new development model, can 

be neglected in a first approximation, owing to the "inertia" involved and 

to the related "time constant". On the other side the penetration of new 

energy sources (solar, aeolic, nuclear fusion, etc.) can be reasonably 

assumed as modest up to the end of the next decade, particularly in regard 

to the strict electricity field, and not able to modify substantially the fore-

seen scenarios. 
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The utilisation of new sources is anyway a matter of heavy con­

cern already at present, because the need of such utilisation in large 

scale will mature in a time term which does not allow any delay for an 

intensive effort of Research and Development, involving heavy expendi­

ture, in order to solve many scientific and technological problems. 

Detailed information regarding also· the past evolution was given 

on the subject by·Dr.K. Veno 1 and Prof.A.lVI.Angelini 2at theltalo-Jap~ 

, ne se Economic Symposium held in Tok:yo on November 1978. The present 

report would up-date that information with special regard to future per­

'Epectives on the basis, of data availabl" in recent documents 3 4 5 6 7 

:1. Total E-nergy situation and perspectives 

The situation and perspectives of electricity have to be considered 

within those oLthe whole energy system, in which electricity has a sub­

stantial share and plays an essential policy role. 

The data shown in Tables I and li for , the primary energy 

supply in Japan and Italy respectively are grouped so as to distinguish 

domestic production _ (hydroelectric, geothermal, domestic coal and 

hydrocarbons, nuclear and new energy sources), imported natural 

gas (liquefied for Japan) and coal, 

petroleum gas for Japan) . 

, imported oil (including. liquefied 

The percentage of domestic production on the total supply gives 

a measure of the energy independence of the country; by adding to this 

percentage that of natural gas and coal imports we have a measure of 

the oil independence.· 

Referring to the actual situation in 197 5 , the main following re­

marks can be pointed out: 

-both countries presenterl a poor energy -independence , Japan having a 

domestic; production of 11. 7o/o, Italy of 19. 5o/o. In Japan there was a larger 
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contribution of domestic coal and nuclear, in Italy a larger contribu­

tion of hydro electricity and domestic gas. 

- both countries presented a reduced oil independence, in Japan 26. 6%, in 

Italy 32. 6%. In Japan there was a comparatively larger contribution of 

coal imports· and a comparatively lower contribution of natural gas imports 

(liquified in Japan, gaseous in Italy). 

The oil crisis at the end of 1973 revealed the very high vulnera­

bility of the energy supply of the two countries in comparison with the 

other industrialized countries and pressed toward the establishment of an 

energy policy according to the following main lines: 

-to increase the supply from oomestic sources, as much as possible in 

the new terms of the energy economy; 

- to diversify the supply from foreign sources, reducing the oil dependence 

(in 1975: 73.4 in Japan, 67.4 in Italy). 

The forecast structure of primary energy supply established accord­

ing to these policy lines is shown for the years 1985 and 1990 in Tables I 

and II. 

Referring to the year 1990 it is possible to point out: 

- the energy independence is improved and foreseen at the same value in 

both countries, 20. 8%, the improvement being larger in Japan with 

reference to the situation in 1975. This result is obtained by a relatively 

small increase in both countries of hydro electricity generated by natural 

inflows, this source being largely already exploited (pumped storage 

generation is however increased for peak duty); domestic production 

of coal is maintained at the present level during the period considered; 

l'arger contribution of domestic hydrocarbons is provided in .Japan, 

whereas in Italy the hydrocarbon production will probably decrease;. 

·'· 
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increasing contribution of nuclear generation (1) is considered in both co,untries, 

to a higher extent in Japan; the share of new energy sources is still mo-

dest, in Japan and in Italy; 

-the oil indipendence is improved in both countries, practically at the 

same level (42. 6o/o in Japan, 44. 2o/o in Italy). The contribution of non-oil 

imports is higher for coal in Japan, and, for natural gas in Italy. It should 

pointed out that the absolute values of oil imports are still increasing, 

particularly in the period 1975-1985 (50o/o in Japan and 40% in Italy during 

the decade). 

2. Electricity situation and perspectives 

In 1975 the share of electricity (primary generation and transforma_! 

ion from other sources) in respect of total primary energy supply was sub­

stantial in both countries (27.1% in Japan, 25.6% in Italy). 

The groupment of data given in Tables III (Japan) and IV (Ltaly) 

allows to assess the measure of primary energy independence and of oil ind2: 

pendence of gross electricity production. 

In 1975 the energy independence of electricity was higher in both 

countries than that of primary energy supply as a whole: 26. 8% against 

11. 7% in Japan, 37. 1% against 19. 5o/a in Italy. The main contribution 

comes from hydro generation peculiar of electricity within the whole 

energy system; the contribution of nuclear generation, also peculiar of 

electricity, shows already significant values in absolute ·(25 TWh) 

and percentage (6%) terms in Japan (3. 8 TWh and 2. 5o/a in Italy). 

The oil indet=endence of electricity in 1975 is also better than that 

of primary energy supply as a whole: 34.4% against 26. 6% in Japan, 44.4% 

against 3 2. Go/a in Italy. 

(1) -The classification of nuclear energy among domestic sources is genera_! 
ly admitted, owing to the very favourable technical and economic chara~ 
teristics of anticipated c;upply, t'ransportation and stockage (\f fuel. 
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For the implementation of the energy policy previously outlined, 

the electricity policy offers unique means and then opportunities. 

The utilisation of the nuclear source is possible for the time being 

only through the electric transformation: the way is open to the 

improvement of · .energy independence. The utilisation of coal on a sub-

stantial scale is largely allowed by the electric transformation: the op-

portunity is given for improving oil independence. 

It should also be recalled ita\ electricity is not only flexible in respect 

of primary sources exploitation but it is but also the appropriate energy carrier 

for many enlarging uses at the consumer end where electricity appears 

to be compulsory for fostering 

development .. 

economic growth and ·welfare 

Accordingly, the foreseen structure of gross electricity production 

in 1990 is that shown in Tables III and IV for Japan and Italy respectively. 

In 1990 the share of electricity in the energy system reaches higher 

levels than in 1975: 31. 3o/o in Japan, 36.4% in Italy. 

The energy independence of electricity is substantially increased 

in Japan (50. 8%); the Italian level is the same in 1975 and 1990 (37.1o/o). 

These figures result from the very important contribution foreseen in Japan 

from the nuclear source (3 5. 2o/o and 341. 5 TWh), while in Italy the cor­

responding development is still del9)"ed (19. 2o/o and 70 TWh). 

Energy independence reflects on oil independence of 

·electricity, which is foreseen already of about 80% in Japan (including 

howEVer LPG) and still 55o/o in Italy with only a reduced improvement in 

comparison with 1975 (44%). It should be pointed out that in Japan a relati.­

vely large use of gas fuels (LNG and LPG) is foreseen for electricity 

generation (18. 6%). In Italy the policy currently adopted is to give priority in 

the use of natural gas to industrial and residential consumption and to utilize 

for electricity only temporary surplus·: accordingly, the imported coo.l share 
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is higher, 15.8% in Italy against 9. 9% in Japan, and a large program 

of plant conversion from oil to coal is currently being implemented. 

4. Development of power generation systems · 

The implementation of the electric energy policy requires a 

substantialdevelopment of the power generation systems. 

Table V shows the stru~cture of the public utilities systems in 

Japan and of ENEL system in Italy as foreseen in 1985 and 1990. The 

Japanese forecast is strictly corresponding to the assumptions adopted 

for the energy and the electricity perspectives (Tables·· I and Ill). The 

Italian forecast corresponds to the ENEL plan based on a "reference" 

assumption of GNP development with an ·average annual growth rate of 

4. 1% during the period 1975-1985 and 4. 5% up to 1990; the I.talian pers­

pectives shown in Table II and III correspond to a "minimum" growth 

assumption (possibly not sufficient for to solve the sectorial and territorial 

problems of the country)~ which has appeared more appropriate for 

comparison with the Accelerated Policy Case considered for Japan; the 

"reference" assumption gives also flexibility to face better higher 

growth rates. 

The installed capacity foreseen in Japan \public utilities) for 

1990 is 219 GW to be compared with 109 GW in 1977 (fiscal year). 

The maximum net output capacity foreseen in Italy (ENEL) for 1990 

is 78.5 GW to be compared with 32.7 GW at the end of 1978. 

The amount of plants to be built is actually very important and 

raises difficult problems in territorial planning and public acceptance: 

generally speaking, the situation is similar in both countries. 

Restricting our consideration to the thermal plants (mainly base-

load plants), the required new installations for 1990 are about 52 GW 

in Japan and 12 GW in Italy for nuclear and about 26 GW in both countries 

for fossil fuels. 
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At present 17 GW nuclear and 11. 5 GW fossil fuelled plants are under 

. construction in Japan; 2. 4 GW nuclear (including the Italian share of the 

Superph?mix fast breeder.·in France) and'll GW fossil fuelled plants. in Italy. 
. - . ' . . 

As fq.r as the nuclear generation is concerned, taking into ac-

count the capacity operating at the end of 1977 · (fiscal year) in Japan, 

8 GW, and at the end of 1978 in Italy,1 GW, the development in Italy ap-

pears to be heavily delayed, therefore giving a reduced contribution to 

energy · and electricity inrependence. 

Referring to coal generation,the Italian plan provides not only for 

the diversification of foreign sources, but also for covering the gap caused 

by the delay in the nuclear plan. At present 2 GW are coal operated and 

13.5 GW have to be constructed, mainly by 640 GW units: taking into ac­

count the oil to coal conversion programme • 2 0 GW should be in _operation in 

1990 with an imported coal consumption between 20 and 30 million tons. 

In Japan a consumption of 38 million tons of imported coal is provided. 

The above mentioned figures give the dimensions of the technical, 

financial and public relation .problems involved. 

These problems are common to both cou.ntries and can be only 

shortly summarized as follows: 

- a strong opposition variously motivated from local people and authorities 

operates against siting power stations, particularly nuclear but also fossil 

. fuelled. A very strong effort of the electricity industry and governmental 

authorities has to be continued and strengthened for obtaining 12ublic acceptance: 

larger and deeper information on one side and appropriate indemnities and 

incentives on the other are needed to get over this opposition; 

-safety, particularly for nuclear, and environmental protection, particu­

larly for fossil fuelled plant,have to be incessantly pursued and improved. 

As far as nuclear generation is concerned the best efforts should be made 

to reach a·final solution for the whole fuel cycle, waste disposal included, 

possibly in a frame· of international cooperation; 
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- the amount of coal to be shipped and handled is rapidly increasing: 

coal is an abundant primary source but the international market i:; at 

present still limited (40 million tons of steam coal)in comparison 

with the above mentioned figures of Japanese and Italian requirements 

and those of other countries); large facilities and commercial organi­

sations should be. timely provided; 

-the large investments needed for the energy industry, the electricity in 

particular, should -take place in the finantial, national and international, 

plans. 

5. Development of power transmission systems 

The large amount of generated power to be delivered to the .load 

areas needs transmission facilities having adequate capacity. 

At present networks at voltage levels . of 

500 kV in Japan and 400 kV in Italy are utilized for bulk transmission and 

interconnection between different areas of the country. The development 

ofthese networks started at the beginning of the years '60. 

A new higher level appears to be appropriate for the requirements 

to be faced in the future,probably already in the latest years of the n'ext 

decade: optimum transmission of large amounts of power having regard 

to the distances involved, to rthe necessity of reducing land arid land­

scape occupation, to the necessity of limiting short -circuit stresses to 

the equipment. 

Extensive studies and tests have been undertaken in Japan 8 and 

Italy 9 10 in order to solve many difficult problems (insulation, electro­

magnetic field and audible noises, equipment new technologies, system 

reliability, etc.). Alternative, Direct Current and combined solutions in 

the range of Ultra High Voltage have been consicl<,red. 



. 

." ;-.., •• ,~. 1>.' .-' • 

- 9 -

As far as the A. C. transmission is concerned,a voltage level i.Ji. 
the range of 1000-1100 kV seems to be appropriate in both countries. 

In Italy about ten years ago a special 11 1000 kV" project was 

established 11 : after a first phase of theoretical studies and labora­

tory tests, a special test station was erected in Suvereto with an ex­

perimentalline 1-km long and facilities for testing various equipment; 

in a third phase starting next year a full-scale pilot plant (400/1000 kV 

transformers, 1 OOQ-kV substation bay· with circuit -breaekers, isolators 

and arresters, 1000-kV line 15-km long) will be erected, tested. and 

finally utilized within the ENEL transmission system in order to anticipate 

the operating experience. 

6. ·Some concluding remarks 

The aim of this report was to evidence by means of a few synthetic 

figures and consideration the electricity situation and perspective in the 

next decade. 

The similarity of problems arising from the common penury of 
. ' 

primary energy resources. and the common requirements of a developing 

economy is confirmed. 

The main lines of the energy and electricity; policy are also confirmed. 

and lead to similar plans. 

The common understanding; which already fostered exchang'e of 

information and experience should be the basis for strenghtening col­

laboration toward common actions. 

. . ~ .. · 
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TABlE I 

PRI~\.-\RY Et>ERGY SUPPLY IN JAPAN 

Million tons oil equivalent and percent composition 

1975 198S 1990 
. 

~I we % I M toe % Mto'e % 

Hydro generation total 20.9 5.7 24.2 3.9 29.0 3.9 

(pumped stcra.5e) (0.5) (0.1) ( 3. 8) (0. 6) (5. 2) (0. 7) 

Gecu~errnal . . .. 1.9 - 0.3 5.2 0.7 

Dor:::testic oil I 3.3 0.9 10.5 1.7 12.6 1.7 
Domertic natu .. -al gas 

Dor::.e5tic coal 12 .5 3.4 13.0 2.1 13.0 1.7 

~t:.c!e:1r 6.2 1.7 45.9 7.4 83.4 11.2 

~e·,·; energ)-' sources - - 2.5 0.4 11.9 1.6 

OC:..Lr:.STIC PRCDUCTION 42.9 11.7 98.0 15.8 155.1 20.8 
L'\G imported 6.6 1.8 39.7 6.4 . 57.3 7.7 

Coal imported 4S.O 13.1 76.9 12. 4 105.0 14.1 

SUB TOTAL 97.5 I 26.6 214.6 34.6 317.4 42.6 

Oil i:r::ported 269.1 73.4 405.8 65.4 427 .I S7A 

(L"G) (7. 7) (2 .I ) (26. 0) (4. 2) (32.5) (4.4) 

TOT.'\ L 366.6 100.0 620.4 100.0 744.5 100.0 

The forecasts a:e baszd on GNP average growth rete of approximatily 6:f. 

Tne e_stimates shown for 1985 and 1990 are related tv assumptions. of conservation m~asures (Accelerated Policy 

Case) corresponding to reductioi.!S of 10.8% in 1985 and 13.5% in 1990 \'.,.·ith respect to the pre-energy-savi:ng 

demand. 

.a 
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PRIMARY E;;-ERGY SUPPLY I" ITALY 

Million tons oil equivalent and percent composition 

r-

1975 1985 1990 

~!toe % ;-...!toe % M toe % 

I 
. 

Hydro generation 9.4 7.3 11.1 5.9 11.7 5.3 
(pu~ped storage) I (0. 3) (0.2) (1.5) (0.8) (1.8) (0.8) 

Ceothermal 0.5 0.4 0.7 0.4 0.8 D.4 
Domestic oil 1.1 0.9 3.0 1.6 3.0 1.4 
Domestic namr-al gas I 

12.0 9.3 12.9 I 6.9 10.0 4.5 
Do~estic coal 

I 
1.3 1.0 1.5 0.8 1.5 0.7 

.Nuclear 0. s 

I 
0.6 2.4 1.3 15.4 7.0 

New e!1ergies - - 1.5 0.8 3.3 1.5 

DO\lLSTIC P~ODUCTION 25.1 19.5 33.1 17.7 45.7 20.8 
1\atural gas imp0r::ed 7.2 5,6 17.8 9.5 27.0 12.3 
Coal in_1ported 9.0 7.0 14.7 7.8 24.5 11.1 
Electricity i:n:;:-c-rted 0.6 6.5 - - - -. 

SU3 TQTA L 41.9 32.6 65.6 35.0 97.2 44.2 

Cil i.:::. _;x:n-red 86.6 67.4 121.6 65.0 123.0 55.8 

TOTAL 128.5 100.0 187.2 100.0 220.2 100.0 

The forecasts .a:e based on a minimum assumption corresponding. to a GNP average growt ... l-} rete of 3. 8~ up to 

1985 aD.d -V~ up to 1990. 

The esti:-r:.ates for 1985 a::!d 1990 are related to additional conservation measures corresponding to reductions of 

4.1% in 1985 and -4.8;-s in 1990 wiLl-t r~spect to the reference case ;vhich takes into account the current conservation 

policy. 



GROSS ELECTRICITY PRODUCTION IN JAPAN 

(Public Utilities) 

I 1975 198> 1990 

TIV!: % TWh % nvn % 

Domestic 12roduction: 

. - hydro I 79.3 19.1 97.0 12.6 116.5 12.0 

(pumped stor.J.ge) 
I 

(I. 9) (0.5) (16.0) (2 ,I) (21.5) (2.2) 

- geothe:nnal 

I 
0.2 .. 5.5 0.7 17.5 1.8 

- domestic solid fuels 3.2 0.8 7.2 - 0.9 11.8 1.2 

- dom<!sdc oil I 3.3 .0.8 7.4 1.0 5.9 0.6 
I 

_: nuclear I 25.1 6.1 188.0 24.4 341.5 35.2 

I SUB TOTAL 111.1 26.8 305.1 39.6 493.2 50.8 

Fror.1 imoorted fuels 

- oil 271.6 65.6 287.6 37.4 201.1 20.7 

- L'\"G (including LPG) . 19.4 4.7 134.5 17.5 181.0 18.6 

- coal 12.1 2.9 42.8 5.5 95,7 9.9 

SUB TOTAL 303.1 . 73.2 464.9 60.4 477.8 49.2 

TOTAL PRODUCTION 414.2 100.0 770.0 100.0 971.0 100.0 

The forecasts ar~ consistent ,.,ith the assumptions of 11Accelerated Policy Case" (See Table 1). 

~ -. 
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TABLE IV 

GROSS £LECTI\ICITY Pl\OLJUCTION IN ITALY 

(ull producers including iHJustrial self-p~oducers) 

i975 1985 1990 

TWh M toe % TWh M toe % TWh M toe % 

Domestic prtjduction: 

- hydro 42.6 9.4 28.6 so. 6 11.1 19.2 53.0 11.7 14.6 
' 

(pumpell storage} (I. G) (0. 3) (0. 9) (li. 7) (1.5) (2.6) (H .1) (1. 8) (2 .2) 

- gcuthcrmal 2.5 0,5 1.5 3. 0 0.7 1.2 3.5 0.8 1.0 

- domestic solid fuels 1.4 o. 3 0.9 1.4 o. 3 0.5 2.2 0.5 0.6 

- domestic natural gas 4.8 -1.0 3.0 4.5- 1.0 1.7 2. 3 o.s 0.6 

- domestic oil 1.0 0.2 0.6 3.6 0.8 1.4 4.1 '0,9 1.1 

- nuclear 3.8 0.8 2.5 11.0 . 2.4 .:L2 70.0 15.4 19.2 

SUll· TOTAL 56.1 12.2 37.1 74.1 16.3 28.2 135.1 29.8 37.1 

From imported fuels 

- oil 83.0 18.3 55.6 156.4 34.4 59.5 164.5 36.2 45.2 

- natural gas 2.9 0.6 1.8 6.8 1.5 2.6 6.8 1.5 1.9 

- coal 5.3 1.2 3.7 25.5 5.6 9.7 57.7 12.7 15,8 

SUll TOTAL 91.2 20.1 61.1 188.7 41.5 71.8 229.0 50.4 62.9 

TOTAL PRODUCTION 147.3 32.3 98.2 262.8 57.8 100.0 364.1 80.2 100.0 
-

Solde electric exchange 2.6 0.6 1.8 - - - - - -

Cross inland consumption 149.9 32.9 100.0 262.8 57.8 100.0 364.1 80.2 100.0 
--

11u~ forecasts arc consistent with t:hc assumptions of economic and energy development give11 in Table II. 
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TABLE V 

POWER SYSTEMS IN JAPAN AND ITALY IN 1985 AND 1990 

Year (1) 
1985 1 9 9 0 

Power Public Utilities ENEL Public Utilities ENEL 
sources ----·-· 

MW % MW % MW % MW % -
I 
I 
I 
· Hydro 40,000 22.7 17,'illll 32.9 50,000 22.9 18,900 24.1 

(of which pomped 

I. storage) (18,500) (10. 5) (7' 900) (15,0) (24, 500) (11.2) (8, 700) (11.0) 

Geothermal 800 0.5 400 0,8 2,500 1.1 500 0.6 

Nuclear 33,000 18. 7 2,800 5.3 60,000 27.4 13,800 17.6 

Thermal 102,200 58. 1 32, 200 Gl.O 106,500 48.6 45, 300 57.7 

(of which: coal) (9, 800) (5. G) (7:300) (13.8) (20' 000) ( 9. 1) (20, 000) ( 25. 5) 

(" " LNG) (27,500) (15.6) ( - ) ( -) (33, 000) (15.1) ( - ) (-) 

[_20TAL 

~ . 

. I 17G, 000 100.0 52,800 100.0 219,000 100.0 78,500 100.0 j_ . . 

( 1) For .Japan: fiscal year 

NOTE: For Japan: Installed capacity 
For Italy: JV!aximum net output capacity 
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«ITALY - JAPAN: A COMPARISON BETWEEN 
·. 

THEIR ECONOMIES BY ECONOMISTS AND 
OPERATORS OF THE.TWO COUNTRIES>~ 

A symposium organised by the 
BANCA COMMERCIALE ITALIANA 
in Rome, at the Grand Hotel, from 
16 up .to and. through 18 October, 1979 . 

-· .... '·' 

CONSIDERATIONS ON THE OPPORTUNITIES FOR 

INDUSTRIAL COOPERATION BETWEEN ITALY 

AND JAPAN 

by 

Mr. Franco Viezzoli 

Chairman of the.Finmeccanica 
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CONSIDERl1TIONS ON THE OPPORTUNITIES FOR INDUSTRLliL 

COOPER.liTION BETWEEN ITALY AND JAPAN 

During this meeting, some brilliant and complex comparative analysis 

were made of the economy and industry in Italy and Japan with focus 

being maintained on the subject chosen for discussion. 

ikcordingly, we thought it would be more useful for us to provide here 

some of our considerations on the possibilities and ways of cooperation 

between the Italian and Japanese industries based on the preliminary 

impressions we derived from a recent visit in Japan. 

During the past, industrial and trade relationships between the Finrr.ec­

canica Group and the Japanese industry were. somewhat scarce: some 

rare sale of. our products on the Japanese market; some purchase in 

Japan of semi-finished products by our member companies; exchange 

of technologies was almost unexistent. 

The sole lively and steady business relationship between the two countries 

has been and still is one of open competitiveness aU over the world. 

Some rare exceptions such as the Tubarao Steel Mill Project resulting 

from a joint·venture among Kawasaki, Italirnpianti and the Bra'Cilian 

industry, stand to confirm the generality of the above situation. 

In order for us to understand whether such situation has a reasonable 

and unavoidable background, or whether there existed some more 

satisfactory alternatives, we decided to authorize a two-week visit to 

Japan by a team consisting of some 15 members of the Group's staff. 

;.:-. 

L......._ ________ _:_ ________________________ ---
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· The main purpose- of such visit was for us to identify areas of potential 

technological, industrial or trade cooperation, and establish direct 

personal contacts in such areas. 

The considerations we will provide hereinafter are in fact based on the 

information collected and the numerous contacts developed by such team 

.in Japan. 

First - it may be desirable for us to reiterate a consideration made 

here in some other reports: although geographically far apart, with 

histories and cultures all but similar, Japan and Italy are under many 

respects hvo countries largely comparable for a number of features 

they have in common: a small and muntaineous territory, a numerous 

but active population, scarce immigration, non-existence of domestic 

raw materials and energy sources. 

Based on some widely used indicators and notwithstanding .several 

basic differences, such countries may well compare also under the 

respect of industrial development (see Table 1). 

If we switch from macroeconomic considerations to sector-by- sector 

considerations we will observe some additional interesting similarities. 

Per example, the aircraft industry both in Italy and Japan has almost 

the same employment level (some 40, 000) and turnover (1 billion Dollars 

approx) and the proportion of large, medium and small entities within 

such industry are likewise identical. Even their level of technological 

independence and their prevailing type of international ties may be roughly 

' considered as being similar. 

One other aspect now - the various big industrial combines our team 

happened to visit in Japan are structured by sectors and product lines 

that are largely comparable with those of Finmeccanica. Mitsubishi 

Heavy Industries, Toshiba or Hitachi stand as good examples of this. 

. .. 
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A COMPARISON BETWEEN THE JAPANESE AND IT_I\LLJ\N 

INDUSTRLJ\L STRUCTURES (1) 

A - Share of operations represented by each major sector · 

Farming 

Industry 

Distribution and 
services 

--------------------~-------------------
Products % I Employment "lo 

(in terms of value) 

Japan I Italy Japan Italy 

4;0 7.2 12.7 15.0 

58.8 47.7 35.2 38.3 

37.2 45.1 52.1 46.7 

100.0 100.0 . I 100.0 I 100.0 

B- Comparative percentages among the relative weights ofcertain 
industrial sectors 

r---------------------------------------

Industry 

Food 
Textiles and garments 
Paper and wood 
Chemicals 
Petrol and coal 
Ores, ferrou$ and 
non-ferrous 

I'vietal products 
Farm and industrial 
equipment 

Electrical machinery 
Transportation 
Precision mechanical 
engineering and office 
equipm,~nt 

. Percentage on 
products value 

Japan Italy 

12 14 
5 13 
3 9 
7 
7 .7 

15 12 

4 5 

8 7 

8 6 
11 7 

i . 
1 1 

(1) Sources: "Ta vole intersettoriali" 

Percentage on 
emplovment 

. 

Japan Italy 

9 8 
9 25 
2 13 
4 5 
0.5 3 

6 12 

9 7 

8 7 

10 7 
8 7· 

2 1 

}': 

I 
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Some kind of comparison can even be made, e.g., between. the IRI 

Group on the one part and Mitsui on the other part. 

But similarities between the two countries go much beyond this. Per 

example, Italy and Japan share similar industrial structures under 

the respect of energy contents; they both have an economic policy 

largely aiming at exports of manufactured goods with an ever grow­

ing added value; 'both share the problem - one complex at that - to 

encourage a quick industrial reconversion process whilemaintaining a 

high employment level and a high productivity rate and providing for 

a growing technological contents in their products; both countries are 

almost entirely dependent on foreign energy sources and have sub­

stantially similar energy strategies. 

We believe these brief considerations are enough to justify our initial 

statement about the substantie.l analogy of the economic and industrial 

environment in which the two countries operate. 

Vis-a-vis a number of similarities, however, there exist some major 

differences and their understanding may represent a useful starting 

point for us to identify and develop future cooperation projects. 

One first difference lies in the size of the domestic market. With 115 

million inhabitants and a GNP of over 1, 00 billion Dollars (the equivalent 

of 9, 000 Dollars per inhabitant), Japan ranks among the major world 

markets for consumer products, and- by virtue of a very good policy­

for capital goods. 

A few simple comparisons will be enough to show the gap between 

Japan and Italy; 

- in 1977, the amount of gross capital investments in Japan was in 

the order of 56, 000 billion Lira against 12, 600 billion Lira in Italy; 
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-·:tl:ie rate of growth of investments in the two countries can be sum­

marized as follows: 

1977 

1978 

GROSS CAPITAL INVESTMENTS 

(variations over the preceding year) 

Italy Japan 

- 2% + 20o/o 

- 1% + 25% 

1979 (1st half) + 25% 

Table 2 

- the ,rapanese nuclear program calls for the construction of power 

plants by 1990 totaling 65, 000 MW (against only 12, 000 MW in 

the Italian corresponding program). 

As for industrial products, the Japanese market is.almost four 

times as big as its Italian equivalent. 

By contrast, Japanese export levels, either as a percentage of the 

GNP or as a percentage of total sales of combines comparable with 

Italian equivalents are generally somewhat lower, except for some 

cases (automobiles) where such levels are similar. 

PERCENTAGE OF EXPORTS OVER GNP 

Japan 

Italy 

1970 

11.6 

17.2 

1975 

13. 9 

23.0 

Table 3 

1976 

14. 5 

24.7 
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However. tne size of the Japanese industry is such as to make such 

export levels extremely significant in the overall international trade. 

picture .. 

TK~DE LE\lELS IX THE MJ\JOR COU?\TRIES 

I 
' I 
I 
I 

l 
I 
I 
' 

€5 70 77 i 

V;.,:i~Hons ln exports ov£r total worid rxporb ... SC'JRCE: l'lfl:Jtlcna1 lnstltut: 
(cono~ic ?.~vi:w 1 

In short; Italy's share of world trade is 7'ro approximately (or 58 

billion Dollars in 1978) against Japan's corresponding share of over 

15o/o in the same year (lOO billion$). Result: Japan ranks third in 

the list of the major exporting countries after the Federal Republic 

of Germany and the U.S .. 

Today, 54% of the Japanese exports are machinery against 39"lo ap­

proximately for Italy. 

And here a second major consideration becomes appa:-ent: commercial 

oenetration of the Japanese industry in certain ma:-kets has been and 

.. ~. 



7.-

continues to be very strong. Per example: one fourth of total· 

imports in the Asiatic countries originates from Japan. 

There should be added that in the past few years these very Asiatic 

countries have wi~nessed an ample and spreading process of Japanese 

"production decentralization" with respect to Japan especially in such 

areas as textiles, electric home appliances and consumer electronic 

products. Hence it is apparent that such a strong Japanese presence 

may hinder in the future any further expansion by the domestic industry 

in this region. 

The Japanese industrialists, on their part, are conscious· of the negative 

implications which derive from developments of this kind to the point 

thatsome concerns to this effect were expressed by them during their 

meetings with our team. Moves for further expansion of the Nippon 

industry in this geographical area would prove easier and meet with 

a higher acceptance if made by such industry with local partners or 

partners from any third country that is not yet so strongly established . i 

in these markets. 

The third aspect which makes the current commercial policy of the 

Japanese industry differ from that - e.g. - of certain Italian industrial 

combines, is represented by their approach to joint. ventures for the 

sale of plants and capital goods in general. The Italian industry is 

very a,ctively engaged and highly qualified in certain sectors but does 

riot rank first in the world. Such industry has thus been confronted 

with the need to search new ways of collaboration with foreign combines 

for the joint sale of plants and has thus ac:::uired a significant experience 

in establishingand developing good business ties with the customer 

countries, with such ties being growingly based on actual industrial 

cooperation relationships. i I 
. t 
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Traditionally, the Japanese industry has rather searched its own 

essential ties within the domestic territory and has thus maintained 

a more compact and integrated image. 

The changing market trends and a growing desire for technological 

independence from third countries are such that the Japanese industry 

is confronted with the problem of deciding in all earnstness and with 

such pragmatism as is peculiar to it, whether its traditional approach 

to the sale of plants should be continued in the future, or it would 

rather be desirable for it to switch to a policy similar to that used 

by other countries, namely: to see that its trade methods would 

change to allow a wider cooperation with foreign partners. We under­

stand that an ad hoc working group has been established recently within 

the MITI, its membership including representatives from the major 

plant engineering combines in Japan. The purpose of such group is 

to study the best way for the industry to make future plant exports. 

One additional point that should be mentioned here concerns the 

traditional surplus in the Japanese balance of trade. The insisting 

demand from several ends for a reinstatement of a stable balance in 

the Japanese foreign trade accounts has induced the Japanese authorities 

to study a program of public procurements in such countries as the U. S. 

As for the Japanese trade relationship with the EEC countries, the 

recent conflicts between the Japanese and the European ends are a 

matter of general knowledge. 

The current trend of the! Japanese balance of trade which will expectedly 

end up in a substantial deficit in 1979 ( 5 billion Dollars is the rumored 

figure for it) could be just a passing circumstance but is no doubt one 

fairly negligible if compared with the enormous surplus of the past years .. 

Hopefully the Japanese authorities will decide to translate into practice 

their expressed goal of letting t\1-e "public" market open to foreign suppliers 

..... 

. .. _ _.. 
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~ not just American but European suppliers as well. 
--·· 

In our opinion, this would be one of the counterparts Japan could offer, 

among other things, to obtain from its importing nations such changes 

in the mechanism of restrictions on Japanese imports·as have been 

reiteratedly requested so far by the Nippon authorities. Additional 

counterparts to be used to this effect could well be extrapolated from 

. the existing restrictions on the import by Japan of a wide range of 

products originating from the Western World. 

This very short .and partial analysis of some of the similarities or 

... differences existing in the economic -industrial conditions of our 

respective countries, with specific regard to the mechanical engineer­

. ing industry sector, may be sufficient, in our opinion,· for us to draw 

·a few general conclusions. 

In synthesis - we believe there exist some interesting areas for mutual 

cooperation: 

- Per example, we think the participation of Italian firms in certain 

major Japanese industrial programs (such as the nuclear program) 

could be a reasonable proposition; 

Industrial cooperation programs could be successfully developed in 

certain specific areas of high interest for the two countries (e.g., 

the aircraft industry area); 

- A likewise reasonable proposition could concern joint ventures for 

development in third countries. The advantage offered by this ap­

proach is to permit Italy and Japan to operate on such markets 

using their combined, if different but complemental images and 

qualified reputations, a factor which could well make any Italian/ 

Japanese joint venture more acceptable to any. host country. One 

' ' 

' ! 
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, ofthenumerous examples of such joint venture opportunities would 
-···, 

... concern electric home appliance~ and consumer electronic products·; 

- Finally, opportunities should be pursued in the area of commercial 

agreements whenever this could prove an advantageous step or one 

. acceptable to or even requested by the customer. 

However, the area where in our opinion - lie the most promising 

prospects for a long-term, articulated and profitable cooperation is 

to be identified in Technology. On top and above any licensing agree-

. ment and arrangement for the transfer of know-how along the lines 

. followed so far or to be certainly followed in the future, we should. 

·like to put an emphasis here on the enormous potentials which could 

exist in joint research programs for development by .the universities 

·and industries of our respective countries. Both Italy and Japan have 
· .. -,., 

. the ·appropriate laws; regulations and structures required for them 

to successfully control the performance of research joint ventures 

in such area as the Japanese economic plan would term - using a 

very interesting expression- as "knowledge intensive". 
... ' . 

·For any such research program, efforts should desirably be concentrated 

on any aspect associated with the existing energy challenge and envi­

·roninent protection requirements. 

A first sign confirming the correctness of the potentials indicated in 

this report, was noted during the recent visit to Japan by our team. 

All of the contacts established by them on that occasion were highly 

interesting but obviously preliminary. It would be ambitious at this 

point in time to draw any conclusion of a practical nature. 

However, certain areas have been identified where we are \villing to 

. ' 
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.. '". ,.,. c'ontinue such contacts, with such areas including, among other things, 

., 

. . 

.. 
. Energy, Aircraft, Industrial Electronics, Railway Equipment, Auto~· 

motive (certain specific sectors), Ec~logy, Technologies (certain specific 

sectors) . 

. Based on our team's recent visit to Japan, we found that in each such 

areas the Italian and Japanese industries are to a certain extent comple­

'mental in terms of technology and marketing - a fact which could represent 

a good basis for the development of working agreements. What is perhaps. 

most important is the commonality of views we and the Japanese sha:re 

. on the expected development trends and the size of investments that should 

be devoted to R&D. Also, we believe that one additional point on which 

·we and the Japanese agree is the desirability for any possible joint effort in 

·such areas to be developed from its very fundamentals, say its basic techno-

.: )ogical aspects, in order that the commercial benefits deriving from .closer 

technological cooperation ties may be exploited to the maximum possible 

extent. 

·One more point to be emphasized here: the results of our team's recent 

visit to Japan confirmed the extreme complexity for anyo~e to establish 

and maintain effective cooperation relationships with the Japanese industry,· 

:unless aid is otbained from some efficient liaison organization such as, 

per example, one of the existing Japanese trading companies or (and this 

could well be not the sole response to the ·problem) a liaison office to be 
... 

established by us in Tokyo . 

.This matter is now being reviewed at this end and a decision there on is 

expected to be taken pretty soon by our Group or even by !RI, say, our 

parent-organization .. 

T /GCel((151). 

6/9/1979 
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I. Introduction 

[1] Mr. Chairman and Gentlemen, I feel very much privileged to 

have this opportunity to present to you outline of the Japanese 

Capital Market; 

The Japanese capital market has recently remarkably expanded 
' 

and has acquired increasing importance, not only for Japanese 

industrial companies and the Japanese.government, but ·also for 

foreign _businesses and fo~eign governments. The Tokyo capital 

market· has_ grown so rapidly that it is now equal in size to that of 

New York or London~. My main topic today .will be the Japanese 

securities market, which is the fast~st growing sector of the 

capital market. 

II. Outline of the Japanese Securities Narket 

[2] By definition, I divide the capital market into a bank loan 

mark~t and a securiti~s mark~t.: The securities market is then 

divisible into two sectors: the stock market and the bonds market. 

At present there are 1,407 stocks of Japanese corporations-

listed in the Tokyo Stock Exchange, and the n;arket value of the 
I 

total stocks listed is in excess of 200 billion dollars. Additionally 

15 .foreign stocks are listed. In this r.espec;: the Tokyo Stock 

Exchange ranks second after the New York Stock Exchange, and outreaches 

in scale the London and Frankfurt. New methods of issue, such as 

stocks issued at market price or issuance· of convertible bonds at 

market price, have come into increasing use, with the result that 

the $tock issue in the Japan~se securities market has.been jncrcasing 
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[3] 

[4] 

steeply year by year. Trading is both active and voluminous.. The 

volume for 1977 was nearly 90 billion dollars. 

Now I will turn to the bonds and debentures market. This 

sector has been sharply expanding since 1975. The amount of bond-

and-debenture issues has, in recent years, ·almost doubled, reaching 

.150 billion dollars in 1978. Such· rapid growth is largely due to 

government and other public bonds which have been issued in large 

volumes •. After the oil crisis of 1973, when 'the Japanese economy 

shifted gear froin.a high rate of growth to one which was more 

stable, the government was forced yearly to issue bonds in a large 

volume in order to cope with the fund shortage in the public sector. 

As a result, the amount of bonds and debent~res outst2nding at the 

end of March 1979 reached a level. of approximately 500 billion 

dollars, accounting for as much as just over 50 percent of GNP. 

Government bonds are 38 percent of all the bond-and-debenture 

issues outstanding, showing largest share .. Following these are 

bank debentures, the bonds of public corporations and corporate 

bonds .. 

With the increase in new issues~ trading of bonds and debentures 

has snowballed from year to year. In 1978, the v2lue of bonds 2nd 

debentures traded was 930 billion dollars, which is a 3.6 times 

increase in the last three years. The bulk of bonds and debentures 

are traded over the- counter iri the security hou~es;· and government 

bonds and bank debentures, when combined, account for as much 2s 60 

percent of the total trade of bond-and-debentures. For the most 

part, the bonds and debentures which have been issued in Japan are 
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long-term securities of more than five years. And long-term bonds 

with a repurchase agreement is showing sharp increase to form an 
·•. 

important part of short-term :security market. 

Ill. Yen-denominated Foreign Bonds 

[ 5] The Japanese securities market, which has make rapid growth in 

recent years, is now playing the important role of an international 

fund-raising market, open to residents and non-residents alike. 
; ~-. 

t 6] One of the remar}~ble recent development in the Japanese stock 

market is the admission of foreign names, either by listing thei~ 

stocks or by selling new stocks to the public. In the bond market 

particular importance is attached to new issue of bonds .in Japanese. 

Yen by foreign issuers. 

[7] It ~as in December 1970 that, for the first time in Japan, 

yen-denominated foreign bonds were issued by the Asian Development 

Bank. After this memorable-event, there became available to .non-

residents an effective means by which to raise funds in the Japanese 

capital market. However, a"fter the oil cri'sis, Japanese interest 

rates soared up and the international balance of payments deteriorated, 

hence no new issues for some time.· ·By t,he winter of 197~, interest 

rate differences-between Japan and other countries beCame increasingly 

wide; also Japan's_international balance of payments began to register 

a reassuring surplus. As a result of this, the _iss1tQ of yen~ 

denominated fo~eign bonds restarted a:nd increased .. sharply, until 

the total value of the 95 issues (publicly offered and privately 

placed) in th~ 9 years since 1970, amounted to some 1,600.0 billion 
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yen or 7.2 billion dollars. They have already outreached the 

German market, and are catching up with the Swiss market in terms 

of the value of debentures recently floated by the foreign issuers. 

[8) In the early. stages, the issuers of yen-denominated foreign 

bonds were mainly international financial i organizations and in 

recent years, an increasing number· of issues have been floated by 

foreign governments. Furthermore,. in March· of this year, Sears 

Roebuck, as a foreign corporation, floated ·yen-denominated foreign 

bonds, the first in Japan. This was a meaningful step because by 

that time. the Japanese market had been practically closed to an 

unsecured bond by-non-governmental corporations,' and now. is open to 

a·corporation of triple A rating. 

[9] The growing number of issues of yen-denominated foreign bonds 

has had an important influence on the Japanese securities. market. 

In the past the. conditions of bond and debenture issue were inflexible 

so as. were other money market ·instruments or interest rates on 

savings deposits, while the foreign issues carried the terms.and 

conditions reflecting those in the secondary market in Japan of the 

comparable issues and also those in the other international markets. 

Eventually, the issuing conditions of bonds ·and debentu~es by the 

Japanese corporations have attained flexibi_lity, such as a variety 

of maturities to fulfil' the varying needs of issuers. Following 

. these. developments, efforts have been made to develop the secondary 

rr.arket. Therefrom arises a. new problem relating- to the protection 

of investors and ~he rating system in Japan shOuld be reviewed. 

[10) This advent of yen-denominated foreign bonds served as a 

- 4 -



• 
powerful stimulus, and the ·market ·reacloted favorable to iL Tbe 

expansion and development thus brought to our market has eventually 

helped increase --in volume of new issues by. foreign. borrower in : 

Japan. Furthermore, in Euro market, World Bank, European Investment 

Bank, Eurofima and Asian Development Bank already issued bonds 

denominated in Japanese· Yen. 

IV. Yen-denominated Loans 

' · lll] ·NoY I should like to say a few words about yen-denominated 

loans. 

Since the admittance of yen-denominated foreign bonds and 

other foreign securities to the Japanese securities market, 'Japan 

has been widely open to over~eas, non-resident borro~ers. In this 

respect we should not overlook the recent development in yen-

denominated loans, which, like yen-denominated foreign bonds, have 

been increasing remarkably during the last few years. In 1978 

there was a marked increase in amount to 550 billion yen (2.5 

billion-dollars) that is three times what was in the previous year. 

Apart from the U.S. dollar, the Japanese yen has acquired such 

impOrtance in the international syndicated loan market as to ran~ 

along-side-the Geman mark .. In line vith such an expansion· in 

,amount, the 1:_e,pns and· conditions became flexible. For exa~ple, the 

standard term of yen-denominated loans is 10 years, but loans 

ranging in life from 5 to 20 years also·appreared in the -market. 

·rn addition, Japanese capital market offers varrious alternatives 

such as yen-denom"inated foreign bonds pararell \Vith yen-denominated 
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syndicated loans, or Dollar-Yen package deal. 

V. Role of Banks in the Securities Market 

[12) Having berifly referred to both yen securities and yen loan 

markets in .Japan, I will turn to the role of the banks in new issue 

market. Japanese commercial banks· are deeply involved in the 

floatation, of yen-d enoininated foreign bonds and yen-denominated 

loans and have -indeed been playing an important and active role in 

the promotion of the growth of these markets. First, Japanese 

commercial banks are, as. a rule, prohibited from dealing in securities 

as in the U.S. There is a clear distinction drawn between security 

houses an·d banks. Technically, when a bond is issued, a security 

house or a group of security houses underwrite the issue~ and 

banks, here defined as, "co~issioned bank," lo'?k after delive~y or 

safe custody of bond certificates, Or if the bonds are secured by 

mortgages, banks perform trust business for administration of 

E;ecurity. At the same-time, in practice, banks, being a spec·ialist 

on economic and financial situation, act as advisor. to the issures. 

[13] This division of business also holds true for yen-denominated 

foreign bonds. First, in floatation of yen-denominated foreign 

bonds, a-' long-term credit bank or a specialized foreign exchange 

bank becomes the lead commissioned bank. Secondly, in the case of 

a private placement, bonds are sold to a limited number of investors 

and-both banY~ and securities houses can take a lead and arrange 

the whole deal. Thirdly, yen-denominated loans are of such a 

nature that they sould be handled by none but banks. In the early ·, 
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days of yen-denominated loans' the long-term credit banks were the 

major lenders, but iri recent years long~term financial institutions, 

such as trust· banks, life ins-urance companies, other long-term 

~- investors and some city banks have come to this market. 

VI. Relations between Japan and Italy 

[14), My brief COiili!lent wil'i make you feel familiar with our market 

now. In the end, I should like to review briefly how we served the 

Italian interests in our market. Considerable foreign-currency 

(U.S. d()llar) loans have been made to Italy by Japanese banks.· To 

date, however, no Italian entity has raised funds by floating yen-

denominated bond or yen-denominated loan. As of the erid of !·larch 

1979, the amount of foreign-currency loans to Italy l>as· 1,300 

million dollars. This amount accounts for a little more than 6 

percent of the total foreign-currency loans made by Japanese bank. 

Italy is at the top of the l~~t of foreign borrol>ers from Japan, 

follmved by Brazil, Mexico and the U.K. ·Japanese COIDlnercial banks 

have been working with the leading banks in Europe and other parts 

• of the world since the early 1970's, participating in syndicated 

loans tq Italy or taking .a lead position in .several loan synd_icates 

for Italy: 

VII. Conclusion 

[15) The Japanese capital market has grotm remarkably, both in 

quantity and quality. It has been rapidly acquiring iiDportance as 

,, 
an international fund raising marke~, and this tendency will become 
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more marked in line with the Government's policy 'toward the libera-

lization of foreign exchange control. We, Japanese banks, as 

financial advisor, can furnish our customers with appropriate 

advice and suggestions, using experiences and know-how we developed 

in the Japanese capital market. It is our sincere desire that we 

will see further development of economic cooperation between Italy 

and Japan. And, we all hope that our capital market will serve 

fully for the caital transactions between our two countries. 

Thank you. 

.• ! 

,]I 
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(Table 1) 

Stock Market 

Securities Market 

(International Comparison, 19l7) 

($1,000 million) 

Japan 
West 

U.S.A. Germany U.K. 

New Capitalization 

Total ~larket Value 

Total Turnover 

(A) 

(B) 
i 

- Stock Turnover Ratio by Value (B/A). 

6 

215 

90 

42% 

ll 

777 

150 

19%. 

2 

57 

6 

107. 

2 

117 

19 

167. 

Bond & Debenture Harket 

Issue Alnount 

_ Outstanding Balance 

Total Turnover 

118 

357 

573 

180 

1,113 

* 5,800 

54 

224 

* 1:18 

Note ·r.. a. "Total Market Value" of Stock Harket is compiled by Tokyo 
Stock Exchange. 

27 

59 

286 

b. All "figures are only for major stock exchange. Other figures 
"are b2sed On OECD "Financial ·statistics". 

2. Total Turn over of bond ·and stock market is calculated on buying 
and selling 'b2.Sis .. 

_3 .. * indica-tes estimation 

--Yen-deno'"'; nated ·Foreign Bonds 

(Table 2 
(¥100 million) 

Publicly Offered Privately Placed . Total 

* 

No~ of .Al!lount of No .. of Amount of No. of Amount of 

Issues ls_sue Issues Issue IssueS Iss~e 

1970 l 60 -· 1 60 

71 4" 480 .4 ... 480 

72 5 700 3 237 8 937 

73 3 400 4 271 7 671 

74 

75 3 350 3 350 

76 6 .620 6 620 

77 22 4,540 8 750 30 5,290 

78 28 6,570 8 820 36 7;390 

Total 72 13,720 23 2,078 95 15,798 

----------- .. --- -· ------------------------- -------·--- ----------- ---
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Composition of Bonds & Debenture by Types· 

(March 31, · 1979) 

Outstanding .Balance: $1,000 million 

Bonds· 
189 

Government '\··. . 

----- (38) \ 

Bank 
Debenture· 

109 
(22) 

· ~ Coipora_te . 
\ ·.Bonds · · 

·.-:Total 

503 

\ 
\ - Corporation 

\,__ Eo. ·n. ds . ./.Municipal ', 97 Bonds ' . 
" (19) 66 
··,~(L·. 
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Issue of Bonds by Market 

(Chart 2) 
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Euro Harket-

18 
(52). 

\ 'Euro --_ 
\ . '·,Mark~g (2E/) . · · /" 

" . . ~---L------/ 
~- Non u:s. Market 

27 (78) 

*1:·• Japan 
•<2: W. Germany.· . 
*3: Switzerland· 
*'•: Holland 
>'<5: Others 

Source :Morgan Guaranty Trust, "I.Jorld Financial Markets" 

Amount of Issue: $1,000 million 
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