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CHAPTER XLIV
CONC L.US TON
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The foreroing survey of thc economic sltwation in J‘apax}
shows that 1930 and 1921 were the worst years of denression,
while uneaslness dontlnued to nreveil in the following yocar,
due to the ageravation of international rclations consec-
quent on the outbreak of the I'anchurian incident and the :
groving distress in rural districts. Conditions, houever,
chansed cntirely after 1932, and indust?ial devaelopment in
the following yecars was extrcmely repid, the nrogress
achicved in 1934 and 1935 being ncrhaps the most reméarkable
in the history of the country. This industrial devclopment
and the conscquent advance of foreipgn trade still continucs
hough at a slovicr ratc of ~rogress, Tho estounding cxpan-
sion of Janancsc trade at a timec when othor countrics have
not yet fully rccovered from the world-:ide depicssion, has
not unnatwrally attractcd the attcention of i‘ércign obscrvers,

Zsscntial factors which 11'&1{0 contributed to this dovc—lop-:
mont of Japancse industrices aic, according to scncral ominion,
6urronoy Eleprcciation, a vest incrcese in Covirnment cx-

penditurc, end a scalc of wagcs vhich, in spitc of a mild

type of inflation, has hardly riscn. 4As recgards currency

deprociation, it should boe bornc in mind that thc ycn was
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probably substantially overvalucd, as cxpressed in »urchas-
ing j-:\m.cr; during the ycars rwior to the reimrosition of
thoe gold cmbar,go; heneo part of the subscquent depreciation
should bc considercd es a corrcction of tho nrcviously '
cxisting crapgeratcd vricc strueturc, The decline of thc yen,
tharofo:c: occaesioncd only a s:l:if_-ht'roactionary advancc in
priccs of domcstic commoditics, and, though an important
contributing factor, docs not fully cxnlain the oxpfs}ns ion in
compctitive poucr of Janincse industries sincc 1933, by which
time the dcelinc hed boon brought to a standstill,

The Covernment cmergeney rclicf mroasurcs &and financial

’

inflation scrved to furnish en outlct for idle funds, gnd at
the sane timci stimulatcd the national nurchasing ':-m:or.
“/hilst this t'*oirclopmc:nt'w&s not confined to Japen, it 1S
not cworthy thet the cost of roduction has bcen veory much
lovwered in Joanesc industry, ¥ rtly on account of incrcasod
labour cfficicncy, in contrast with thc tcndency in similexrly
situated industrial countrics which have witnessed & sharp
advence in production cosis. The gencral assumtion thot
the cheapncss of Joponcsc goods is cntircly duc to low wrgcs
cannot oc meintainced in vicw of the well-known fect that low
wagcs end & low stendard of living co not, by thomsclves,
constitute a factor melking for the low cost of vwroduction.
“Mhe importent vnoint is the reclationship bctweoen standaxd
of lifc and standardé of officicnecy, end available cvidence
points to this rclationship bcing affceted rathcr by toch-
nical improvcmcnts (rationalization) than by inability of

thc Javencse standard to change.™™

 Trof,T.0.Crcgory, “Fomorandum on J&nancsc Compcti-

a0

tion,* London 1935, . 15
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The cconomic »rosrcss rocently achicved would not heve
bcen cocsible bus for thh grecatly strongtheoncd position of
Jenancsc industry since the ‘orld “ar, snd the tcchnical cnd
administrative rationilizetion moasurcs adonted during tho

yoors of depreseion, In this scnsc, the industricl advance

is not a tcmmorary huncmcnon bascd cntirely on cwrcney
dep:ceiution and financial intlationy; bub is duc to dcep-
rootcd changes in industrial orgenizutiong

Therce arc, howecver, many probleoms confronting Japancsc
ceconomy in the futurcs Onc of the most urgent is thc nccos-
sity of supporting the incrcasing population, vhich is
o::pandi@ at & ratc of ncarly onc million pcr ycar. 7Two
methods may be suggestced for mecting this situation, that is
cmigration and absorption in ncw industries. s to the
formcr, the toendcney in mony purts of the world to rcstrict
or prohibit Jepancec immigration roendors this outlct hopo-
loss, It is truc that cmigration to !Manchoukuo offcrs some
possibilitics, but not on a scelc adequate to solve the
vopulation ~wroblcm, Accordingly, the industrializetion of

the country cnd the cxmension of ovuirsccs tradc precscnt thcm-

sclves as the only solution.

4

Of the totul notionol Hroduction, cgpriculturc now Lccouncs

for only about onc-fourth, but affords cmnloym:nt for about
755 of thc population. The density ratlo of the pOpulczi:,ion
to cultivotcd lond in Jepan is the highest in the vorld, ond
agriculturcl production copacity has clmost roached the
mximum; thcercforc it is cvident thot cericulture connot

bc dcoponded upon to cbsorbd the cxpanding aopulotion and to

sunport a futu.fc,- cdvonece in the stondard of living. On the
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contrary, oving to tho distress srcveiling in the agricul-
turcl cwrecs, which unhop@»ily continucs, there s boon for
mony yoors o stoady cxodus of »ncoplc to thc citics, The

degree of sclf-sufi icicney in cericulturtl products im‘s’c.c::;d-
ily dcelining céuc vo the cdvancc of industriclizction, ond
about one-fourth of the countrsf's requirements hes to be
imnorted, In staple food stuffs, Jeyan hes manared so far to
be self-supporting: but it is —~robsble that increased im-
portation will be necesSsery in ordex tO sup?ort the growing
population. In the face of this ?ituation, it is a»parent
that the »romotion of agriculture, apd if -onsible, the aug-
mentation of agriculburzl products should be one of the
i st considerations in the formuletion of a national polilcy.
Japan is poorly ;x ovided with xaw materials and 1s
com~elled to import them on an increasing scele. !Mineral
resources ere equally limited in volume if nov in variety.
Consumption of 1uw materials by industries in Japan
corresponds to moie than 507 of the domestic industrial out-
put , & nd about 274 of them is supplied from abroad. "The total
imrorts of rawv materi:ls and seni-finizched —voducts increas:zd
from about 704 in 1929-3%1 to almost 80 5 of total imports in
recemt years, and it is essential that this increment be
balenced by a co.resvoncins surmentation in the exrorvs of
finished articles mede from those Ié&w meterials. 0On the
average, Japan exyorts about 15% of her total dome etic
production, and  about 21. of her jndustrisl output of finished

articles. Consequently, the future develooment of industrie s

must be purcllcllcd by an increasing importation of raw ma-

terials end an advance in the export of finished nroducts.
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Self-sufficicney in raw materials to the greatest poe-
sible degree is naturally cesirablc, but efforts in this
dircetion must be mede on & basis comratible with the smooth
develonment of nctional induetries. £n cconomy besed on
sglf-sufficicncy would be of grcat valﬁo in eriods of
emsrgency, but could not survive in Japan in normal times.
as an alternative, the enhancemont of the human factor in
industry; notably the increase of labour c¢filclency and
scientific achievement, becomes of naramount imnorteance,
Internationally, Janan must aim at cconomic development on
tho basis of international co-omerction and recinrocal trice,
ané remoin aloof from the tendency toward cconomic nutional-
ism now ramnant throughout the world,

The question of future ca -itel su~ply also requiics
somc consideration. £ scarcity of capital in thc »nast hés
often hemmwercd industrial development, and high intcrest
churges on achentures have boen a rreat burden to na'bional
industry. +4lthough soncy ratcs have gredudlly been lowcrcd
in rccont vears, yct the avcrage ratc on debonturcs during
1935 wes L. 5%, which is still high comparcd with thosc in
Groat 3pritoin and tho Tnited States. The derwnd for campital
is bound to incrcasc concurrcntly with the cxpansion of
nopulation and industry. Thc amount oi' industrial canital
which ill bc rocuired in the futurc is roughly cstimmvcd At
a minimum of about 1,200 to 1,500 million ycn annually,

The cstablishment of a concrctc »olicy rclating to over-
scas trcde will also recuirc attention., "herc has bocn &

tcndency in some guarters to considcr the atteimmemt of an

cxcess of axports as thce »rincinal objuet of forcign tradce,

B T e S O R T e S s T i i
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It would bc morc corrcct to formulate forcign trade ~olicy

’
as an adjunct to thc development of nationel industrics, and
such a policy would incvitably scrve to cxpand cxports. The
overscas trade of Jopan, in spitc of its r1eccent dcvelormentd,
accounts for only 3.3% of intcrnational tredo, Thc cxpors
valuc por ccpita of population was about ¥36,00, which is
cxtromely low in comm iiscn with thosc of othcr lcading
indusirial countrics,

Toztilec monufacturcs constitutc &t mroscnt the groat-
est part of the Jupanosc cxport tradc. Tho faturc cxpansion
of this tirade, vhich is indisponscble to the Jancnesc national
cconomy, will depcnd to a large cxtent on the abilivy of
Janauncse industry to compctc in other finishcd products, por-
ticularly mochincry ond chcecmical menufactures. Mven morc
thon in the past, the dircction of Jopinese trode crpansion
is bound to bc towcrds Fast and South fsia, s thesc rcgions
arc im-orsant sourccs of roaw moturicls end offci the best

nrosncets for rcceiprocol trade.

ECHITT FROM PGS 637-6L0.
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