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The foregoing survey of the economic sitwation in J'apale
shows thet ;930 and 1931 were the vorst ycars of de;r*ressionf
while uneasiness continued to »nrevail in the féllowingqye&r,
due to thc aggravation of internatvional rclations consc-
guent on the outbreak of the l'anchurian incident:and the :

growing‘ﬁistreés in rureal districts. Conditions, however,
changed cntirely after 1932, and industrial develovment in

the following ycars was cxtromely repid, the progress

achieved in l934lgnd 1935 being ncraaps the most remarkable
in the history of the country. This industrial development
; ‘and the conscquent adﬁance of foreign trade still céntinuos
~though at a slovcr ratc of >iogress, Tho astoundiﬁg oxpan~ | ,

sion of Janancse trade at a time when other codntrics have

not yet fully rccovered from the world-wide deprossion, has
not unnaturally attractcd the attcntion of forcign obscrvors. | P
E E§90ntial“factors which haYo contributed to this dcvolopt ] |
mont of Japancse indu?tries axrc, according to gcnural.oﬁinion,
curroncy'?eprcciation, a vast incrcase in Covermnment ox- &
penditurc, and a scalc of wages which, in spitc of a mild
tyve of inflation, has hardly rison., As regards currency

deprociation, it should bo borng ip_mihd that the ycn was
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The foregoing survey of the economic sitwation in J‘apan
shows that 1930 and 1931 were the worst ycars of der1es Jion,
while uneasiness continued to »reveil in the follmaing v oar ,
due to the aggravation of international rclations conso- | 3
guent on the outbreak of the l'anchurian incident and the
growing'distress in rural d?stricts. Conditions: however: 1
changed cntirely after 1932, and industrial develovment in |
the following yecars was extromecly rapid:tha Progress
achieved in 1934 and 1935 being ncrihaps the most remarkable
in the history of the country. This industrial development

‘and the conscquent advance of foreign trade still continucs

“though at a slowecr rate of »>iogress, The estounding oxpan~

sion of Janancse trade at a time whcn other countrics have

- not yet fully xccovered from the world-vide deprossi on; nas

not unnaturaelly attractcd the attcntion of forcign obscrvors.
Egécnt lal factors which ha?o contributed to this dcvclop-

ment of Japancse indu.:c.tries are, according to scncral o:Sinion:

currcncy Elepmciation, a vast incrcese in Covcernment cx-

penditurc, and a §c'alo of wagcs m:lch;‘in spitc of a mild

type of inflgtion, has hardly riscn. As regards currenoy ,{t

deprceilation, it should bo borng in mihd that thc ycn was
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probably substentially overvalucd, &8 cxpressed in »urchas-
ing »oucr, duIing the years mulor 10O the reimn~osition of
the gold cmbargo, hcnco part of thc subscquent depreciation

jdercd es a corrcction of tho prcviously

should bc cons
The dceeline of the ycn,

cxistine craggeratcd ~rice structurc,
a slirht rcactionary edvance in

thc rofozec, occasioncd only
tant

pricecs of domustic commod itics, and, though an imr-:aor

contributing factor, dOCS not fully cxnlain Tac CXDENS ion in

compctitive povcr of Japencse industries sincc 1933, by vhich

o hed bcen brought o a stendstill,

timc the decline i
The, Government cmcrgency rclicf mrasuros end financial

inflation scorved to furnish an outlct for idlc funds, and at

the same btime stimulatcd the national nurchasing "ower.

"milst this dcvelopment was not confined to Japan, it 1s

not cworthy thet the cost of .roduction has bcen very much
% rtly on account of incrcascd

loviorcd in Jamanesc industry,
in similerly

labour cofficicney, in contrast with the tcndeoncey

situated industrial countrics which have witncssed a sharp

advence in production costs. The rencral assumption thot
RL08

chcapncss of Jupaﬁaso g;oods' is ontircly duc to low wvif
od in vicw of the well-known fact thot low

¥~
ale

cannot bc meintaln

wagcs end @ low stenderd of 1ivine ¢o not, by thomsclves,
constitute a factor making for The low' cost of mroduction.

Wihg  important moint is Tho rolotionship between standard
o 1lifc and standard of ofrficicney, and available cvidcncc
“points to this reolationship being aff_'ccted rathsr by toch-

nical improvcments (rationalization) than by inability of

the Jamno so standard to change,"™

% Trof.T.7,0rcgory, “emorandum on Jenancsc Compecti-
tion,* London 1935, M. 15




3 -‘-_.?" = - _m , -w T T T T e r— s —— - .
. - = 5 — - e —— - - -
* - !:_-q_,_ R Ft-i."'"

1)

L] _- M :-‘._" ¥ 25

Decf, Doc. 715(23) -3

The cconomic nrogrecss rocently ac hicved would no® heve
bcon cossiblc but for ti croebly strongthencd pnosition of

Jenancsc industry sinco the Yorld ‘Jar, snd tho t cchnical cnd

administrative rationalization measurcs adonted during tho
yoars of deprcssion, Tn this scnsc, the industricl advance

is not a tvcmmorary hinomcnon vascd cntircly on cwrcncy

""}'."'- -

dop:ceiation and financicl inflation, but is duc to dcep-

rootcd changes in industrial orgenizution,

There arc, howcver, many Prob loms confronting Japuncesc
cconomy in the futurc. Onc of the mos® urguzrt is thc nccos-
gity of supporting thc incrcasing population, which 15
oxpanding at ¢ ratc of ncarly onc million pcor yoar.‘ Two .
mothods may be suggestoed for mocting this situation, that is |
cmigra‘c: jon and absorption in ncw industries. s to the

formcr, the tendcney in many parts of the world to . strict
or prohibit Jopancsce immigration rendors this out lct honec-

1cgss, It is truc that cmlgration +o0 Manchoukuo offcra Some
possibilitics, but not on & scalc adequcte to solve the
population ~roblcm, Accordingly, tho industrialization of

the country and the cxmnsion of OVIISBCLS tradc prescnt thom-

-: asclves as the only solutlon,

! 1-
4

0f the totul nctional »roduction, agriculturc now (GO OUNs 8

¢

for only about onc~fourth, bub affords cmploym:nt for about

-— -
-

L7% of thc populction. The dcnsity ratio of the pOpula’?ion
N to cultivetcd lond in Jepan is Tho highcst in thc worla, and
agriculturcl oroduction capacity hos almost rcachoed the
mximum; thercforc it is cvident that cgriculturc connob

bc dopendcd upon tO 4bs orb the cxpanding »opulotion and to

sunport a futurc cavoncco in tho stinéord of 1iving. On thc




. - \-_l-lll -|- — - __._,..I‘ : — . - - ‘+-v & " J -

| - 4 -
LTI e I D PR e R T :

Dcf. Doc. 715(29) - L=

contrary, owing to thc distrecgs preveiling in the agricul-

turcl arccs, which unhcp»ily continucs, t here he.s bcon for

nony yeors & stoody cxodus oOf O coplc to thc civ ics., Tho
dcgrcc of sclf-suff icicney in coriculturcl products is‘ﬁtc;:.ld-

ily dceclining duc TO the cdvance of industriclizotion, and

about one-fourth of the country's requirements has to be

- _;_,ql .

imnorted. In st.aple food stuffs, Jeyan has manaced so far O

pe self-gsupporting, bub it is —robable that increased im-
portation will be necessery in ordexr tO sup?ort the growing
population. In the face of this ?ituation, it is ?pparent
that the nromotion of sgriculture, and if —ossible, The aug-
mentation of agriculbural nroducts should be one of the

i st considerations in the formulation of a national policy.

! Japan is poorly T ovided with mw materials and 1s
I com-elled to import them on an increasing scele. I!Mineral
resources are equally 1imited in volume if nov 1in variety.
Consumption of raw macerials by industries in Japan
co:resl)onds +to moie than 50% of the domestlc industrial out- ;i
'i put , & nd about 27% of them 18 supplied from abroed. The total
imrorts of Iraw metericls and semi~finiched =»roducts increasszd

from about '70”r in 1929-31 to almost 80 5 of total imporis in

————— T e — -

recent yvears, and it 1s eosential that this increment be

pelanced by a coirespondine aumentation in the exrorts of 1
fi m.shed articles mede from those I&w meterials. On the » |
average, Japan exports about 15% of her total dome ctic

production, and about 21 of her industrial output of finished

articles. Consequuntly, thf‘ future development of industries

must be parcllclled by an increasing imnorta'bi on of raw ma-

terials end an advence in the export of finished »nroducts.

) 2 5l i
i ¥ L 4 — i ] = . i . - 1‘- .l-‘_..-_ Ll a ' - "". - : - , - _' . -
= Tl ) s bl =t R o e per e b g L al o o ahe e o L . Bt <o B e o .iﬁ'.{::i..’:‘:i m:,'.f.:.\lrm.-ﬂ'.:- s s 0T L AR B b



L e ] '_‘:. -
iy — .
P T 2 , W g Nl e -
. AN e P TR DT S R Y T
. - "= . = - - = ...._.,

Def. Doc. T15(29) -5k

@uﬁ‘mieney in raw mater‘ials to the greatest posS-

rablec, bub efforts in this

direction must be nede on a basis comatible with the smooth

An cconomy besed on

sible degres is neaturally desi

of national industries.
crcat valuo in ~eriods of

cdevelonment

self—sufiicicncy would be of

emergency, buu could not survive in Japan in normal times.

Hy As an alternative, T

industry, notably e increase 0

he enhancement oOf the human factor in
£ labour cfrficlency and

scientific achievemont becomes Of naramount imnorten co.

cconomic @ evelopment on

Tpternationally, Japan must aim at

the basis of international co-omerction and recinrocal truce,

! and remsin aloof from the tendency btoward cconomic nutional-

L
ism now ramnant throughout the world.

Thc question of future ca-ital su ~ply also requircs

( somc considerction. & scarcity of capital in the past hes

often hamncrcd industrial development, and high intcrest

charges on debontures have bccn & rreat burdaen to national

'f-
| industry. 41though moncy ratcs have gredually becn lowcrcd

in rocont vears, yet the average

t ’
7 which is still high ccnnparod with thosc 1in

1935 was L. 20,
Groat 3pitain and the United Statcse The dcnend for co pit al

arrently with uhe cxpans ion of

retc on dcbonturcs during

is bound to incrcasc conc

nopulation and industry. Thc amount of incdustrial canital

which will ho roouirod in thc futurc is roughly catim tecd 2t

1,500 million ycn annually.

a minimum of about 1,200 to 1
icy rclating to oveI-

The cetablishment of & concretc nol

soas trade will also requirc attention. Therc has bcen &

tondcney in some gquBIriers +o consider the attaimment of an

cxcess of cxporbts as URC nrincinal objcet of foreign tradoc.
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Tt tould bc morc corrccet to formulate forcign tradc pol{.cy
as an adjunct to the development of nutional industrics, and
such a policy would incvitably scrve to ckpand cxnorts., The
overscas trade of Jopan, in spitc of its rccent dcvelorment,
~ccounts for only 3.3% of intecrnmationel tredo. The cXTOoTy
valuc por cepita of population es about ¥36,00, which 1is
cxtromcly low in comm rison with thosc of othcr lcading
industrial countrics.

Textile monufacturcs coastitutc av w cscnt the great-
cst part of thc Japancsc cxvoxrt trade, Tac fasurc cxpcnsion
of this trade, which 1s incisponsable to thc Japancse national
cconory, will depend to a -arge cxtent on the abilivy of
Japancsc industry O compolc in other finigshcd products, por-
tieuleriy machincry and chomical menufactures. I'ven morc
thon in tho past, the dircetion of Jonincsc trade crpansion
is bound to be towards Tast and Souvh rsia, os thesc regions
oro im-orsant sourccs of 1tV motoerizls end offor the best

nrospcets for rceiproccl trade.

T OHNRTT FROM DLGES 637-640.
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