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CHAPTER ONE 

THE DANGER SIGNAL 

HOW DID THEY DO IT? 

Less than a century ago the inhabitants of 
the Japanese islands were forbidden to 
trade with other countries. To-day a 

powerful stream of Japanese manufactures is 
flooding the markets of the world. 

The rapid rise of Japan as an industrial nation 
in the modem sense has been vastly accelerated 
during the past few years. Established interests 
of the older exporting countries are menaced by 
a competitor whose prices are absurdly low, and 
whose sales methods are amazingly successful. 

No longer is the export trade of Japan con¬ 
fined to a short list of articles such as cotton 
piece goods, toys, paper goods, &c. She is now 
exporting turbines and motor-cars, wireless sets 
and bicycles, and she is to-day the second largest 
producer of artificial silk in the world. She 
competes _^stem e:^orters_^y,j^tisg {>rices which^are'not mgl^Y JQ, QL.} i, cent 
owertESh theirs, but'wliTch may amount toTSs 

quarter. 'TvIefcEjuats are begmnmg'to s^T^^ 
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some Japanese goods are so cheap that they are 
not worth hanming. 

How is it possible that Japan, who has to 
import nearly all her raw materials from abroad, 
can export manufactured articles at such amazing 
prices ? Are her workers underpaid ? Does 
she use the depreciation of her currency as a 
premium on exports ? Is Japanese industry 
subsidized by the State? Is the industrial and 
commercial organization of Japan more efficient 
than that of her competitors ? 

To all these questions we shall try to give 
replies based on a personal, unprejudiced study 
of Japanese conditions. 

There is one more question which preoccupies 
industrialists of the West even more than the 
mystery of Japan’s low prices. Is the comet¬ 
like rise of Japan’s export trade a temporary 
episode, a mere flash in the pan, produced by 
the desperate spurt of an ambitious nation—or 
is Japan’s economic and political structure strong 
enough to support the effort for a long time to 
come ? The answer, which is of vital import¬ 
ance to the industrial future of the Western 
world, can only be conjectured. But from the 
investigation many lessons arise which may not 
be without value for the harassed manufacturers 
and traders of the West. 

THE NEW SCARE-AND THE OLD 

Japan has made such conquests on world 
markets because she has developed her own 
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country and her own industries. Her success 
reflects the industrial coming of age of a junior 
member of the family of nations. Her progress 
has been felt so quickly and so keenly owing to 
the world depression. Even before the depres¬ 
sion, Japan had already caused great incon¬ 
venience to older industrial countries, and the 
trouble would have grown even if trade had 
remained normal. It will probably continue 
until world prosperity is fully restored. 

It is not the mrst time that Great Britain and 
other industrial countries have been alarmed by 
the industrial coming of age of another great 
nation. * About forty years ago a new producer, 
demanding and finding markets, suddenly 
appeared in the international community of 
manufacturers, upsetting a delicate balance of 
supply and demand, and creating a scare which 
had much in common with the present fear of 
Japan. 

That new producer was Germany, whose 
industrial machine had gradually been completed. 
The skill of German workers challenged that of 
the British; cheap German products began to 
force their way into all corners of the globe, 
pushing aside the manufactures of other coun¬ 
tries. And Germany’s competitors hoped to 
warn off potential buyers of German goods with 
the stamp ‘ made in Germany *. 

The situation was somewhat analogous. In 
Germany, at that time, the domestic market was 
as restricted as the Japanese market is to-day, for 
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production increased too rapidly to be absorbed 
by so poor a country, and much that was pro¬ 
duced nad to be exported. People in England 
complained about incredibly low German prices ; 
about low German wages; about German dump¬ 
ing and State subsidies to export; about the 
imitation of foreign products and trade marks ; 
about the new competitor’s dangerously effective 
pioneering enthusiasm. These grievances were 
discussed again and again in the House of Com¬ 
mons and in the Press ; and the fathers of many 
of the present British unemployed may have lost 
their jobs because of German competition. 

Great Britain, being the first Power to become 
industrialiaed, was able to find employment for 
her growing population and for her increasing 
capital by creating new industries and building 
up foreign markets in a world where large areas 
remained a ‘ No Man’s Land ’. Germany and 
Japan, with similar domestic problems, were 
faced with entirely different world conditions. 

It was not by chance that no ‘ American scare ’ 
was created in Europe by the industrialization 
of the United States, organized on a much larger 
scale than that of either Germany or Japan. ¥os 
the increased production in this large and wealthy 
country was intended mainly for domestic con¬ 
sumers, and did not immediately affect world 
markets. The high wages paid in America 
continued to keep the country for long outside 
foreign trade competition. 

The sudden success of Germany and Japan 
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Japan has succeeded in^develqping her large 
modem indu^i^ honie^and^ 
small-sizedClH^us^s in a way which h^ nevem 
Befere been achiev^ ^^e^ras'1inlce3__up ^e^ 
two type'roflndustnes so that,they function^ If^ 
not withourfHctiohj^t any rate at a profit. 
the productive equ^m^t oT*lDoth types oT 
indu^ty is^gCnnptaviag."" 

~~Japm has su^eeded_in creating ti^ cheapest 
labour supply, jn the jworld from h^ large and, 
adaptable populationat the same time her ^ 
traditidhal^ ihexpeffsively run civilization has 
enabled her workers to maintain a standard of life 
which, as a whole, is higher than that maintained 
in many other industrial countries. Japan’s 
labour reserves, which appear to be inexhaustible, 
will supply cheap labour for any amount of 
industrial expansion in the future. 

Japan has succeeded in tujning. her J^aneid 
difficulties into an asset: her ‘ contmllcd infla-/ 
tion3_has -least temporarily stinmlated^her 
export trade*- 

The Japanese Government has succeeded in 
stimulating industry and the export trade in many 
ways, and watches more jealously than any other 
Government over its well-being. 

The large Japanese concerns hav^ become/ 
partners and-SupporterRjof the^tateJaThe^eat'^ 
patriot3c~drive for industrial expansion and .for 
tKc~3e^fopmenr dF export trade. ^They have 
been able to redress certain ffisadvantages of the 
small units existing in the lower spheres of 

a 
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Japanese industry by co-ordinating them on a 
higher level. 

Finally, Japan has succeeded in turning her 
shortage or raw materials into a driving force 
behind her export trade ; ^d she is no^v .trying 

safeguard her exports-hy-rnaBog^^olitiGaLais^ 

, jaw^aterial^^urchgjes abroad. 
Japan has rediscoverecT’Sie^world; sHe~sen3s 
export pioneers to the remotest countries, and 
she tries to win more and more customers for 
her increasing variety of export goods. 

These developments may appear to be the 
outcome of a great, ingenious plan; actually 
Japan is perhaps farther removed from a real 
system of ‘ planned enonomy ’ than she is from 
a system of completely uncontrolled ‘ laissez- 
faire ’. What seems to be complete harmony is 
merely the result of many difficulties and para¬ 
doxes, which cancel each other out only to create 
each other anew. 

Japan’s progress appears to be the premedi¬ 
tated attack of a stable, though not wealthy 
people on the trade of other countries. Yet it 
arises only from the instinctive efforts of a poor 
and small country, overshadowed by anxieties 
and difficulties, at least to maintain the present 
standard of living of her growing population; 
and if possible to raise it to a level more com¬ 
mensurate with the continuously rising produc¬ 
tivity and cultural level of the masses. 

Increasing Japanese exports have alarmed the 
Western World, unable to provide sufficient 
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opportunities for its own traders, much less to 
make room for a newcomer; but the growing 
resistance to Japanese exports has created an 
equally great scare in Japan. The Japanese, 
from the humblest industrial worker to the 
managing director of the largest concern, from 
the liberal politician to the most extreme military 
enthusiast, are all demanding for Japan expansion 
on world markets. Japan is convinced that she 
cannot live without such expansion. 



CHAPTER TWO 

THE PRODUCTS OF THE TWO 
JAPANS 

STEEL CHAIRS AND HOUSE SHRINES IN the furniture departments of the numerous 
large stores of Tokyo, built and managed 
according to modern American standards, 

you can buy side by side modern easy chairs 
made of steel, writing-desks, wardrobes, every¬ 
thing in fact which is used in normal Western 
households—as well as old Japanese house 
shrines, cupboard-like miniature temples covered 
with lacquer, gold and carvings. These shrines, 
costing from 6 to 600 yen, are used according 
to ancient rite for offerings of rice, flowers or 
water in honour of Japan’s most important 
deity Amaterasu-o-mikami, or of the immortal 
souls of the family’s ancestors. 

There are also small open cr>al basins to con¬ 
tain glowing charcoal. They are used to boil 
the water for tea, and in the winter these coal 
basins are the only heating device round which 
the members of the family can warm their hands. 
One can also buy large flat bamboo baskets, 
beautifully woven, which take the place of up- 

10 
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right wardrobes, and are used for keeping 
Japanese clothes ; and tatami, straw mats, to be 
stretched across framework upholstered with 
straw, and used to carpet the house. Small 
chests of drawers and low tables, which com¬ 
plete the furnishings necessary in a Japanese 
home, are also displayed. 

In the bedding departments of these stores the 
display is equally varied. Elaborate modern 
mahogany bedsteads as well as inexpensive ones 
with spring mattresses, pillows and other Western 
fittings are shown side oy side with/»/<?«, Japan¬ 
ese beds, usually consisting of two quilts put on 
the mat-covered floor, a huge quilt kimono for 
winter wear and one or two other quilts, all 
covered with the same material, and placed on 
top of the kimono-clad sleeper. Then there are 
hard pillow rolls for men, and hard little benches 
for women, who rest their necks on them when 
they go to sleep so that their high elaborate 
coiffure will not be disarranged. 

In the clothing departments one can buy 
Western garments for men, women and children, 
in the latest fashions : cheap suits and expen¬ 
sive suits, costumes, coats, pullovers, shirts, 
collars and every conceivable article of clothing. 
One can also purchase pieces of material cut in 
the proper lengths for women’s kimonos. These 
materials are displayed in thousands of patterns, 
colours and qualities, suitable for the various 
seasons and appropriate to the age and purse of 
the individual buyer. Then there are strips of 
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material for the obi, the bright broad belts, worn 
knotted at the back, which are more important 
and more expensive than the kimonos themselves ; 
and severe dark materials—silk, wool, and cot¬ 
ton—^for men’s kimonos for everyday wear and 
for special ceremonial occasions. Haori are dis¬ 
played, too—they are light Japanese overcoats, 
made in different colours and models for men 
and women—and simple dark-blue uniforms, 
the obligatory garment for schoolboys and 
students. 

In the footwear department one finds shoes for 
every day, for golf and evening wear in Western 
styles; socks and stockings made of silk, arti¬ 
ficial silk, wool or cotton—all in the latest 
fashions. And side by side with these one sees 
geta, strong wooden boards, a little broader and 
shorter than the foot, with two low wooden 
cross-pieces underneath for good weather, while 
very high cross-pieces are used on rainy days. 
There are similar but more modern foot-boards 
called :(pri, which are made of straw padding, 
cork, or rubber; and tabi, the Japanese socks 
for men, women and children. The footwear 
departments also display a huge variety of slip¬ 
pers, which the Japanese put on when they 
remove their street shoes at the door of their 
homes. 

The departments for household goods are 
crowded with electric stoves, electric irons, 
lamps. Western china and hardware, cut glass, 
coffee machines, tin-openers, and every con- 
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ceivable patented article displayed in European 
shops. Side by side with these goods there is an 
astonishing variety of neat bamboo articles, 
curious rice cookers with huge thick wooden 
lids, and boxes with tea sets for ceremonial use. 

The most up-to-date office equipment and 
writing material can be purchased in the sta¬ 
tionery departments, where many varieties of 
fountain-pens, patent pencils and other articles 
sold in the West are displayed. Side by side 
with these one sees piles of writing-brushes which, 
though inexpensive, are minor works of art. 
There is also Indian ink; beautiful little recep¬ 
tacles for water; small bowls, in the traditional 
shape, in which the ink is mixed; lovely, old- 
fashioned Japanese writing-paper, decorated in 
many colours and made up into rolls, sheets, 
pads or books ; and curious envelopes used for 
the traditional social correspondence. 

Next to these things there are Western type¬ 
writers with Latin script, or with kana letters, 
including about fifty signs, in which the Japanese 
can transcribe their complicated Chinese script. 
Then there are very complicated Japanese 
typewriters, which are surprisingly easy to use 
and not much more expensive than those with 
Latin letters. They have a huge keyboard, from 
which two or three thousand of the Chinese 
characters in use can be easily selected, so that 
the most difficult copy can be typed in good 
Japanese. 

In the departments for musical instruments one 
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can buy gramophones, wireless sets, violins, 
pianos, mouth-organs and instruments for jazz 
bands, as well as old-fashioned, romantic Japanese 
instruments, which are used in the temples and 
shrines, and at religious festivals and ceremonies. 
Records from operas, jazz, European classics, 
military marches and the melancholy beautiful 
songs of Old Japan are played for the customers. 

Tlie provision departments sell commodities 
only recently adopted for Japanese use, such as 
coffee, chocolate, sugar, wheat flour, butter, 
meat, tinned goods and manufactured foodstuffs, 
evetything in fact which forms a part of an 
ordinary Western diet. In addition, these de¬ 
partments display enormous sacks of rice, tall 
stacks of all sorts of dried fish and seaweeds, of 
strangely smelling pickles, radishes, prepared 
according to the old tradition, lotus and bamboo 
shoots and many condiments: barrels full of 
elaborately prepared bean curd and sake (rice 
wine); huge bottles of soy sauce, and neat 
little wooden boxes with tiny compartments 
containing assorted Japanese delicacies—salty, 
spicy or sweet. 

MADE IN JAPAN 

Most of these commodities, modem and old- 
fashioned alike, are made in Japan. Almost all 
of them, as well as the many other goods which 
complete the stock of a modem Japanese depart¬ 
ment store, are apparently of fairly good qudity. 
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and most of them are much cheaper than they 
would be anywhere in the West. These goods 
are provided mainly for Japanese consumers, 
for even in Tokyo the number of foreigners is 
insignificant. 

A few things used in the West ate not yet 
manufactured in Japan, but the Japanese have at 
least begun to use everything now produced in 
the West, though the demand for these goods 
is still confined to comparatively small numbers 
in the cities. Every year, however, the list of 
modern industrial products manufactured in 
Japan lengthens. This does not mean that the 
production of specifically Japanese goods is 
shrinking. On the contrary, every year a greater 
variety, as well as a greater quantity, of tradi¬ 
tional articles are produced by modern methods. 
In fact, modern industrial ideas and production 
methods are used to preserve the old traditions. 
The economic drive behind this development is a 
recognition of the fact that the standard of 
efficiency of the masses and their purchasing 
power must be increased as much as possible, 
while the cost of living must not be allowed to 
rise. With this end in view Western shoes of 
rubber and leather are being manufactured, while 
simultaneously the use of the cheap tabiy worn 
by the masses, is encouraged by making them 
with rubber soles, which are more durable. 
Again, modem fountain-pens are produced, but 
so are cheap belts to which tin receptacles for a 
brush and ink are attached, so that Japanese 
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tradesmen can write either in the traditional or 
the modem manner. There are innumerable 
similar examples. 

In many ways Japan, old-fashioned and modem, 
traditional and progressive at the same time, is 
to-day leading a ‘ double ’ life. In this chapter 
the ‘ double ’ life of her manufacturing industries 
in regard to the variety and quality of their 
products will be discussed. 

Probably no industrial country produces such 
a variety of commodities as the Japan of to-day, 
one of the youngest and poorest amongst them. 
She makes not only battle-ships, aeroplanes, and 
motor-cars, but she has also preserved and 
expanded her own old-style production of 
typically Japanese goods. As a mle this fact is 
disregarded, though it is vital to an understand¬ 
ing of Japan’s present and future competitive 
power on world markets. This industrial dual¬ 
ism has both advantages and disadvantages with 
regard to Japan’s efforts to increase her export 
trade. 

Modem Japan’s inventive talent, her workman¬ 
ship and her capital as well as her potential 
markets have thus to satisfy two distinct de¬ 
mands—(i) for Western goods and (2) for 
tradition^ Japanese goods—^while her older, 
more experienced and financially stronger com¬ 
petitors in the West are freed from this compli¬ 
cation. It should be emphasiaed, furthermore, 
that the production of the innumerable com¬ 
modities manufactured solely for Japan’s home 
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market is not confined to small plants employing 
craftsmen, and economically and socially repre¬ 
senting the ‘ old ’ Japan. On the contrary, the 
manufacture of these goods has been one of the 
chief tasks of modern Japanese factories. The 
variety, and mote especidly the quality, of the 
Western goods made in Japan were consider¬ 
ably impaired for a long time by this dual de¬ 
mand. The result was that foreigners under¬ 
estimated the capacity for development of 
modern Japanese industry. 

The dual character of Japan’s industrialization 
has, however, had certain advantages. By sup¬ 
plying two different demands, modern methods 
of production and the new technique of the 
machine age took root more quickly in Japan 
than would otherwise have been possible. 
For her industries would have developed 
more slowly if they had been entirely dependent 
upon the development of foreign trade or the 
replacement of traditional goods by Western 
products, for the latter are usually more 
expensive. And they are not easy to introduce 
in Japan where the style of life and work is 
fundamentally different from that of the West 
and tradition is very strong. 

Many workshops and factories, which were 
technically revolutionized and reorganized for 
the production of specifically Japanese commod¬ 
ities, have since become producers of Western 
export commodities. In Osaka, one large 
modernized factory produces the bulk of Japan’s 
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total requirement of tabi hose. It has supplanted 
the widely spread home industry which formerly 
produced this typically Japanese footgear. As 
Japan is rapidly adopting European stockings 
the factory is not only manufacturing these but 
is now even exporting them. To-day many 
products of the * old ’ Japan are manufactured 
in the large factories of the ‘ new ’ Japan, while 
the majority of export goods are produced in 
the somewhat modernized workshops and fac¬ 
tories of the ‘ old ’ Japan. It was the develop¬ 
ment of these small workshops which in recent 
years has so rapidly increased the variety of goods 
now made in Japan. 

From now on the advantages derived by Japan 
from the dual character of her industrial produc¬ 
tion promise increasingly to outweigh the dis¬ 
advantages. As she completes her dual appren¬ 
ticeship, the peculiarity of her industry will enable 
her to expand the variety of her exports and to 
improve their quality. Presumably, too, she 
will increase her production at least as quickly 
as her markets will absorb it. 

WORKMANSHIP 

By tradition Japan produces goods of excel¬ 
lent quality. More than 300 years ago the 
Portuguese, the first Europeans to trade with 
Japan, were buying from her iron nails and 
plates for shipbuilding, swords, broadswords, 
spears, porcelain and lacquer ware. Articles 
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made by Japanese craftsmen in the present or 
in the past, whether cheap or costly, are never 
crude. A writing-brush, a woven basket, a cup,^ 
a wooden bowl, a pair of Japanese scissors, 
which are made in one piece, a metal tea-pot^; 
Japanese tools and other household utensils, all 
these articles are beautiful, practical, durable and 
perfect of their kind. And the use of Japan’s 
best and most expensive products shows them 
to be in many cases hardly inferior to comparable 
products of other countries, although they are 
rarely superior. The average quality of modern 
Japanese products is fairly good and rapidly 
improving. The longer an industry has been in 
existence the better are its products. 

Both categories of goods, however, the typical 
products of Japanese craftsmanship and the best 
and most expensive products or her modem 
industry, are exporteci only in small quantities 
if at all. The world has judged the quality of 
Japanese goods by the mass production of her 
artisans and small-scale manufacturers and by 
the cheapest goods now being manufactured by 
modern Japanese industry. Even when the low 
prices are taken into consideration, the judgment 
is often unfavourable. It seems that to-day 
Japanese goods are, on the whole, considered to 
be of poor quality, and that, for this reason, 
Japan’s future competitive ability is not taken 
too seriously. 

Once before the world made a mistake in 
judging the industrial future of a country. In 
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the ’eighties of the last century, the world 
viewed with scorn the cheap low-grade products 
which were ‘ made in Germany In time, 
however, this trade mark, at first a warning 
against the poor quality of the products, became 
a good advertisement for articles of particularly 
good quality. There is every indication that 
the label ‘ made in Japan ’ may also become an 
asset. Even to-day, in nearly all her industries, 
Japan is producing goods which prove her 
industrial ability. She needs only markets, at 
home and abroad, in order to develop her pro¬ 
duction more rapidly. 

CHEAP EXPORT GOODS 

The products on view in Japanese factories 
manufacturing for export, in export exhibitions, 
or in the displays of Japanese export merchants, 
are not as good quality as the articles sold in the 
department stores and the good shops in Tokyo, 
or as the goods used by members of the upper 
middle class. This is true both of the products 
of the old home industries and of the new large 
factories. Not only is the quality of the goods 
seen in factories or exhibitions poorer, but the 
standard of taste is often so low that it seems 
inconceivable that a people with such sure taste 
in their own national products could have 
designed some of these articles. 

But having discussed elsewhere what Japan 
can achieve in quality, we shall now see what 
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she can achieve in price. Her main idea is to 
supply the small consnrper all nvfr tbft wni-lrl 

wimconunoditiis^which hith^o he coiild not 
afford, an3~ih which~cFe^neiF is the essential 
factorT^AT^' iiicfeHibly^few~price the smiF 
consumer gets goods of practical as well as 
psychological value. 

‘ I own one of those things, too ; it is just like 
the other fellow’s, though he has so much more 
money than I have.’ This idea, originating from 
an urgent need to find employment for Japanese 
workers, has been largely realized during the 
world economic crisis, which reduced purchasing 
power everywhere. 

That this idea has been realized emerges 
clearly from the following figures taken from 
Japan’s official export statistics for 1933. True, 
these figures represent averages which include 
many types and qualities of goods, but they 
convey a general impression better than could 
isolated examples. 

Average prices of some Japanese export goods 
at the exchange rate of the time : 

I square yard of bleached shirting, z\d.; i 
square yard of printed jean, z\d.; i square yard 
of bleached cotton flannel, i\d.; i dozen silk 
handkerchiefs, zs, i\d.; i dozen cotton handker¬ 
chiefs, i\d.; I dozen white cotton shirts, 
stiffened, -js. ^d.; i dozen pair silk socks or 
stockings, 7/. ^d.; i dozen pair other socks or 
stockings, \s. \\d.\ i dozen pair rubber boots 
and shoes, 9J. (id.; i dozen Thermos bottles. 
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Sj. 4^/.; I dozen cutlery articles, ir.; i,ooo 
sewing needles, 4^.; i dozen European umbrellas, 
us. id.I electric lamp, \d.; i dozen pencils, 
less than id. 

The prices of bicycles manufactured for export 
are to-day from yr. Gd. (for orders over 10,000) 
ito 58J. The cheaper makes are quite good, the 
'more expensive ones are of excellent quality. 

This list does not by any means include all the 
commodities exported by Japan. Their number 
is increasing rapidly. The first cheap motor¬ 
cars entirely built in Japan have found buyers 
in the world-markets, and a large expansion is 
already planned. There is hardly a modem 
industrial commodity which Japan does not 
to-day produce, or at least plans to produce, for 
export. 

HOW THEY COMPETE 

Japan does not always export exactly the same 
articles as those exported by Western countries. 
Prices fluctuate gready from day to day, and vary 
according to the export firm and according to 
the purchaser. A general comparison between 
Japanese export goods and those of other coun¬ 
tries is therefore impossible. But the last few 
years have shown that Japanese goods, not only 
because they are specially suitable for the small 
consumer, but even where comparisons can be 
made, are considerably and often surprisingly 
cheaper than competitive goods made in other 
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coxintries. A few examples chosen at random 
will illustrate this point: 

A collection of Japanese goods was displayed 
in an exhibition organized by the Economic 
League in London early in 1934. The whole 
collection, ranging from textiles and chinaware 
to electrical goods and toys—^goods, by the way, 
originating both from the ‘ old ’ and from the 
‘ new ’ Japan—could have been sold on the 
English market for 14^. ’^d. In England, 
however, the articles included in this display 
would have cost or £14 to produce, that is 
to say about four times as much. Japanese 
shirts which, in Lancashire, were sold to the retail 
trade at ;^i ir. a dozen, would cost at least 
■£i izs. to produce in Lancashire, that is to say 
about 50 per cent more—quite apart from the 
costs of packing, freight, insurance, and whole¬ 
saler’s profit. The production cost of rubber 
beach balls, which are sold in England by 
Japanese exporters for from u. to £z 8j. 
per gross, would be twice or three times as high 
if these articles were manufactured in England. 
A case of mathematical instruments for archi¬ 
tectural use, sold in the Tokyo retail trade for 
8.50 yen, that is los. ^d., was sent to London, 
and it was found that a comparable article cost 
between three and four guineas in a London shop. 
Up to a short time ago good-quality standard 
bleached shirting of Japanese manufacture cost 
exactly half as much in India as the English 
product of only slightly better quality. Such 

3 
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differences in price are also reported with regard 
to many other Japanese goods and comparable 
goods produced in England or other Western 
countries. The following example is particularly 
interesting : 

One of the best-known makes of portable 
gramophones is manufactured in exacdy the same 
model in Tokyo and in London. The difference 
in quality (if any) is somewhat in favour of the 
Japanese product, for which a higher standard 
for several of the metal parts is being specified. 
Despite the fact that the same discount is allowed 
the Tokyo retail trade, that the manufacturers’ 
profit is at least as great, and that the working 
and wage conditions in this plant are far above 
the average Japanese standards, and not very 
much below the English, this gramophone is 
sold in Tokyo for 3 5 yen = £z zs, whilst in 
London it costs £4. The most expensive model 
of this particular gramophone is made exacdy 
alike in Japan and in the United States. In 
Tokyo it sells for 75 yen = $23.50, while in 
the United States it costs $50.00. 



CHAPTER THREE 

VISITING JAPANESE WORKERS 

HOME-MADE COTTON CLOTH IN a small industrial town, at the foot of a 
beautiful mountain range, a small wooden 
house stands among rice fields and mulberry 

groves. In the house six broad iron looms, of 
the usual size, are worked by electricity. The 
staff of this small home industry consists of the 
owner, his wife and the neighbour’s child, and 
they are all very busy. 

They begin work in the morning at six o’clock. 
Three times a day they rest: twice for fifteen 
minutes and once for thirty minutes. The 
machines are stopped in the evening at half-past 
six. Then next day’s work is prepared; the 
woman cooks a meal and the man writes his 
letters. Twice a month they take a day off. 

There is no door between the family’s bed¬ 
sitting-room and the workshop where the looms 
are rattling. The floor of this room is somewhat 
raised and is covered with a mat. There is a 
low table, a few cushions and a small iron 
bowl to hold glowing charcoal. Beyond is the 
kitchen. 

if 
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Each of the second-hand looms costs 90 yen 
(;C5 They are sold in the village street just 
as elsewhere bicycles might be offered for sale. 
The man owns the looms, but he is 500 yen (£18) 
in debt. His creditor is either a merchant or a 
factory owner of whom he buys his yarn and to 
whom he sells his cloth. It is worth while 
remarking that there is a brisk market for second¬ 
hand looms, which lessens the financial burden 
of modemi2ation. 

The man and his wife earn about no yen 
a month {£6 12s.). The electricity they use, 

(^ery cheaply generated by water power, costs 
.them about 50 sen a day, that is 13 yen (i8r.) 
a month. The neighbour’s child is paid 40 
yen (£z is.) a year, less than a day. The 
taxes are not much more than 6 yen (yj. id.) 
a year. 

The average daily production of this home 
industry is 300 yards of good cloth, woven in 
many-coloured patterns. Most of the orders 
received are for the export trade. Therefore this 
man is much better off than his neighbour who 
manufactures kimono material for home con¬ 
sumption. This neighbour uses ten narrow 
looms, which he has bought second-hand for 
50 yen (££) each. He, too, has debts amounting 
to 300 yen; and he, his wife and his brother 
work from six o’clock in the morning until seven 
o’clock in the evening. He has two small chil¬ 
dren to support and his total monthly income 
varies from 50 to 70 yen (£^-£4 4s.). 



Honic-iiiadc Cotton Cdoth 
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A PENCIL COMBINE 

In a small wooden house in a side toad in 
Tokyo, behind a latticed sliding door, which 
serves as a window as well, a man, a woman and 
a young girl are seated on the clean, mat-covered 
floor. They bundle and label pencils, which are 
brought to them from a factory near their home. 
The pencils are tied together in neat little packages 
of twelve with gay pictures on top. The family 
work with quick, automatic movements. 

They work from early in the morning until 
late at night, and when the small children come 
home from school they spend eight hours, so the 
mother says, helping the older members of the 
family bundle and pack. Each child earns 15 
sen {z\d.) for eight hours’ work a day. The 
whole family, five people, earn on an average 50 
to 60 yen a month to 3(^5 12J.). 

Forty families near the factory are employed 
in a similar manner. Before they get the pencils, 
many other families in Northern Japan, in 
Hokkaido, a district rich in wood and graphite, 
have worked under similar conditions making 
the unfinished pencils which are sent to the 
Tokyo factory in huge bundles. 

The factory itself is merely a large handicraft 
plant laid out in thinly walled wooden work¬ 
shops of somewhat improvised appearance. The 
machinery is more or less primitive. The forty 
men and women employed in this factory are 
mostly young and they earn between 15 and 30 
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yen a month (18/. and 16s.), Only the 
finishing of the pencils is done here : they are 
painted, polished and the name is printed on 
them. In all, the factory sees to the planning 
of the work of about a hundred small family 
enterprises, from the purchase of raw materials 
to the distribution of the finished pencils. 

This combine produces 600,000 gross— 
86,400,000 pencils—a year. The cheaper ones 
are sold to the wholesale trade at prices ranging 
from 3 to 3.2 sen (.45^/.) a do2en. Pencils with 
an india-rubber at the top are sold at 6.6 sen 
(.96^/.) a dozen. The best quality cost 25 sen 

a dozen. None are of poor quality. This 
one factory, employing a hundred families and 
forty factory workers, exports its pencils to forty 
countries. 

This ‘ pencil combine ’, and the cotton weav¬ 
ing home industry described earlier in this 
chapter, are typicd of the first category of 
Japanese workshops, manufacturing in innumer¬ 
able branches of industry for export and home 
consvunption : small home enterprises, co-oper¬ 
ating informally with the trade and with small- 
scale industries, and incorporated into a larger 
unit of production and distribution. 

A BICYCLE FACTORY 

In another narrow side road, so typically 
Japanese, there are a number of small primitive 
workshops, one story high, made of wood and 
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corrugated iron. Three hundred boys and young 
men are standing on the uneven floors of these 
workshops in front of small iron foundries, at 
modern shaping, paring, cutting and polishing 
machines, at galvanizing tubs, at tables for 
assembling and packing, and benches at which 
many of the machines needed for the pro¬ 
duction of bicycles are made. 

This factory produces one of the best makes 
of Japanese bicycles. Almost every part is 
manufactured on the spot, from the crudest raw 
material to the finished frame. Only the wheels 
and a few of the parts are bought outside from 
handicraft shops or modern factories. Two 
hundred of the men working in this factory are 
apprentices ; 100 are regular workmen. They 
are all earnest, obviously intelligent, and con¬ 
centrated on their work. They work from seven 
o’clock in the morning, until fiveTo^cIacLJn'the 
itftefnoon with an hourlsjcest-at soon,-and apart- 
from the national holidayA-iamong, others ajfive 
days^~holiday at ^lew: year) jh^ have two free 
daysTa] month,. At present, as a result oT the 
flourishing export trade, they work three and a 
half hours’ overtime daily. 

The apprentices are paid on an average 5 5_yen 
zsT) a monthi UFtKlsTTn^common wifK 

the fegulaf^ofktnSfjyheyrpa^ mo^hTof 
~ in 

in 
ire 

small wooden Japanese houses, the rooms bare 
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of furniture save for the mats which cover the 
floors. Each boy is allowed two tat ami, that is 
to say, twice the space needed by an outstretched 
man. The young men’s belongings, and by day, 
the futon, or Japanese beds, are kept in cupboards 
along the walls. 

The regular workmen, who live with their 
families, are paid 30 yen to 105 yen a month. 
The average wage is 60 yen lar.) a month 
—^from which \zs. a month is deducted for food. 
Married men receive 6r. more. (As in Europe, 
‘ outworkers ’ receive much less—an average 
monthly wage of 30 yen for ten hours’ work a 
day (exclusive of meal times) is paid to an out¬ 
worker making chains for a bicycle factory in 
Osaka). In addition, when trade is good, they 
receive a bonus of from £3 to a year. A 
bonus of 6/. is paid when a member of their 
family dies ; the same amount is paid at the birth 
of a child; a bonus of is awarded when they 
marry, and when a worl^an dies his family is 
given fi8. The workmen pay their insurance 
premiums themselves. 

The owner of this factory, a highly intelligent 
self-made man, is the technical director, the 
works manager, and the father of the working 
‘ family ’ all in one. No expert, no trades union, 
separates him from his workmen; the relation¬ 
ship between them is that which prevails in old 
handicraft plants. The foremen, half appointed 
and half elected, are the only supervisors in the 
plant. Their role is that of experienced crafts- 
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men. Twenty of them, one from each depart¬ 
ment, form the works council. They wear a 
purple scarf round their heads, while the ordinary 
workmen wear red scarves, and the helpers wear 
yellow or blue ones. 

A whistle goes and the twenty members of the 
works council stand in line in the courtyard 
between the workshops. The senior member 
calls out to them and they bow low three times 
before their master and his guest, just as Japanese 
sons bow before their father. The most efficient 
workmen wear bronze and silver medals, and at 
the front of the factory, in the modest office, 
there is a card index with their records and their 
photographs. Every month a note is made of 
the production of each worker, of their ‘ experi¬ 
ence ’, their ‘ responsibility ’, their ‘ devotion ’, 
‘ kindness ’, * common sense ’, &c. To a certain 
extent their wages depend upon these records. 
(It might be mentioned that the owner has never 
been outside Japan.) 

The wholesale price of the finished bicyles— 
about 200 are produced daily—^is 30 yen (^i i6j.). 

This price is almost three times as higFf^ that of 
the cheapest Japanese mass-production bicycles, 
but the former seem to be of really good quality. 

This factory, which manufactures largely for 
the home market, has considerable export sales 
as well, and prints an attractive catalogue in 
English. It is typical of the second category of 
Japanese workshops manufacturing for export: 
super-handicraft establishments with modern 
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machines, most of which are still served by 
hand. It is organized and managed according 
to patriarchal methods of handicr^t tradition. 

A pioneer’s factory 

One day in 1909, the spiral gear of a British- 
made gas engine suddenly broke. Nobody in 
Japan could make a new one. The work was 
urgent. A short, modest little workman was 
found who succeeded, with his primitive tools, 
in copying the complicated mechanism which 
had been produced in England by the latest 
modem precision machines. 

He still remains the modest little workman. 
He works from dawn to dusk in his gear-cutting 
plant which is the largest in Japan and probably 
one of the finest in the world. He wears a 
worker’s blue overall; his hands are oily. His 
three brothers are now working with him. 
Together they own their factory worth 3,000,000 
yen, and employing 260 workers. 

The chief and his three brothers do not take 
more pay from the factory than the highest-paid 
employee’s 5.30 yen per day (6s. 6d. at present 
rates). The engineers just reach the average 
wage of the staff at 3.50 yen (4/. ^d.) per day. 
The profits, which are considerable, are invari¬ 
ably reinvested in the factory. The owner has 
never taken a day off, does not drink, smoke or 
gamble, but is happy and enthusiastic. From a 
special fund he allows himself an expense account 
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not exceeding 200 yen (£iz) per month, but he 
hardly ever touches it except for the education 
of his children. He says that he considers the 
factory not as his property but as a trust which 
he is called upon to administer. Money, he says, 
does not interest him, it does not even give him 
an incentive. What he reaUy wants is to cut 
beautiful gears, and as far as he has any other 
interests, he is proud of being an example for 
many Japanese industrialists who, in his view, 
spend far too much, live far too well and work 
far too little! He served a hard apprenticeship 
with his father, and he maintains the patriarchal 
principle in his factory, though with high wages, 
an eight-hour day and two free Sundays a month. 

This man is considered a technical genius— 
it is said that there is no gear in the world which 
he cannot reproduce accurately. And gears are, 
after all, vital to the engineering industry, to 
modern armaments, to sWpbuilding, and many 
other industries. 

Not only Japanese but even Western engineers 
bring their most complicated technical problems 
to this original genius who taught himself to 
work with logarithms and mechanical text-books, 
but who still relies more on his sight and touch. 

A good deal of the progress of the Japanese 
engineering industry rests on the success of 
this small factory, which does nothing else but 
cut infinite varieties of gears from blue prints 
sent to them. According to authoritative British 
experts this factory represents one of the impor- 
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tant pointers to the great future of Japanese 
industry. 

Here is a German machine worth 360,000 yen. 
It is so tall that the main hall of the factory had 
to be raised to a height of 60 feet. It is said to 
be the best of its kind, and there are only eight of 
them in the world. This machine works entirely 
without any human assistance and with very 
little human supervision. At present it is grind¬ 
ing the teeth of a giant gear for a large ship. 
The price of this gear is 1,000 yen, and it takes 
three days and three nights of uninterrupted work 
to produce. In this way the machine is earning 
30 per cent per annum of its capital cost without 
giving full-time work to a single man. The total 
expenses of this factory are said to be recovered 
from the sales of the metal waste. 

The owner himself often builds new machines 
or adapts old ones for special orders. Only for 
the most complicated processes is he still a 
customer for British and other foreign machines ; 
in other fields he is already a successful com¬ 
petitor, The regular flood of orders for arma¬ 
ments and for export keep his machines working 
at capacity and afford him scope for unlimited 
expansion, 

THE BIG COTTON MILLS 

Large buildings surrounded by an outside 
wall. Long, rather low, light and well-ventilated 
workshops. Long flat-roofed friendly wooden 
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dormitory houses for the factory girls who form 
nine-tenths of the staff. Open squares, gardens, 
playing fields, intersected by paved and often 
roofed-in paths. Self-sufficient little towns separ¬ 
ated by walls from the large cities round them; 
with their own power station, spinning, weav¬ 
ing and auxiliary plants, with dwelling-houses, 
canteens, swimming baths, schools, theatres, 
hospitals and shops. The atmosphere is a mix¬ 
ture of boarding school and orphanage, super¬ 
factory and old-world handicraft shop. This is 
a picture of one of the 250 great Japanese cotton 
factories which have achieved first place in the 
cotton markets of the world. 

It is even more difficult to inspect these fac¬ 
tories than it is to visit other Japanese industrial 
plants (those of the heavy industries, chemical, 
rayon and engineering are altogether inacces¬ 
sible). Technically they are by no means alike. 
In some of them, in spite of all rationalization, 
one sees only machines labelled ‘ Platt Bros. 
Ltd., Oldham 1907 ’. Nobody dreams of re¬ 
placing these machines, for they are still working 
efficiently, and the mills using them are making 
large profits. In other factories again one sees 
only machines labelled ‘ Toyoda Loom Factory 
—Made in Japan ’ of very recent date. Often 
machines are mixed by both origin and date in 
still other mills—both English and Japanese 
machines are found working side by side. But 
whether machines are old or new experiments 
are always being made in labour-saving, greater 
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Speed and larger production. In one factory, 
which was so empty of operatives that the lay¬ 
man thought he had found a perfect illustration 
of rationalized plant, the chief engineer stated 
that current experiments would allow still further 
reduction of labour and a large increase of 
production after next year. 

It is not unusual to find a single girl oper¬ 
ating from 400 to 800 spindles. No trade union 
prevents her from handling as many as she is 
able. The piecework system, which rules almost 
throughout, stimulates them to the utmost. The 
movements of these girls make a deep impression 
upon the observer. They are somehow different 
from those seen in any Western country. They 
are different even when they are working on 
machines similar to those operating in Lancashire, 
the U.S.A., Germany or Russia. It is as if a 
typical Japanese element of feminine devotion 
and whole-heartedness transforms the work on 
spindles and looms, on packing and sorting 
tables, into a strange ceremonial service. 

In one mill it was said that the girls reached 
the peak of their efficiency after two to two and 
a half years. In most cases efficiency decreased 
after that time. The reason for this curious 
phenomenon was not known. Most girls in 
this particular concern, which owns many fac¬ 
tories in Japan, work only from twenty-five to 
thirty months, after which they return to their 
parents in the country. 

The operatives in this factory ate at present 
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between twenty and thirty years of age, but the 
younger girls predominate. There is always a 
long waiting list. The employment agents for 
the firm are spread over the whole country, and 
they co-operate with the local authorities in 
recruiting labour. There is at present keen 
competition between the rayon and cotton in¬ 
dustries for new workers. The firm in question 
pays about the highest wages in the industry. 
The minimum daily rate is .40 yen—at present 

—but the average wage is .91 yen—is. o^d. 
—of which .15 yen—zd.—^is deducted for food. 
At these rates the firm need fear no competition. 
It need not even, as was formerly the case, make 
contracts with the parents of the girl. In some 
cases the girls will even pay their own fare from 
village to factory on which the State railways 
grant a 50-per-cent reduction. The custom of 
paying to the farmers cash advances on the wages 
of their daughters is no longer prevalent among 
firms of good reputation. No particular encour¬ 
agement is needed nowadays to induce farmers 
to send their daughters into the factories. 

Most cotton mills work in two shifts of eight 
and a half hours each. For seventeen hours a 
day all machines are working incessantly. That 
is another secret of modem Japanese production. 

DORMITORY LIFE 

In a Silk Factory.—One of the largest and most 
up-to-date Japanese silk factories has been built 
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in a pleasant park outside the metropolis. In 
the long halls of this wooden factory hundreds 
of young girls stand before modern spinning 
looms, which are continuously being improved 
in the factory itself. The girls are small, and 
not all of them look strong. They wear short 
skirts—those of the supervisors are of a different 
colour—and white stockings. All are serious, 
concentrated upon their difficult task, and keep 
pace with the speed dictated by the machines. 
According to European reckoning only a few of 
the girls are over twenty and the youngest about 
fifteen. (According to Japanese custom a child 
is considered to be a year old on the day of its 
birth. On the following New Year’s Day it is 
two.) 

They are the children of peasants and most 
of them have come from the poorest districts of 
Japan. Their parents have made an agreement 
for a year with the company which owns the 
factory—^the law no longer allows longer agree¬ 
ments—and this contract is renewed from year 
to year, usually over a period of three to five 
years. 

They work from five o’clock in the morning 
until five o’clock in the afternoon with two hours’ 
rest. The average daily wage is .70 yen (ioJ</.). 
A part of this wage is given to them as pocket 
money. They live rent free in the dormitories. 
Each girl is allowed the space which would be 
taken up by two mats and they keep the rooms, 
as well as. their persons, scrupulously clean. 
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Three apparently decent meals are served free of 
charge in a sanitary dining-room, where they 
spend their time off duty laughing and talking 
loudly. They have bathrooms, a large recrea¬ 
tion-room and a sanatorium. If they wish they 
can go into the village in the evening, but lights 
must be out by a quarter to nine. The relatively 
few men employed in this factory also sleep in 
dormitories. 

Each girl spins on an average twelve skeins 
of raw silk a day from the cocoons raised by the 
farms in the district; that is about the quantity 
of silk needed to produce seventy-two pairs of 
average-si2ed women’s stockings. 

This factory manufactures almost exclusively 
for export. It is typical of a third category of 
Japanese workshops which includes almost the 
entire cotton industry and a few other textiles : 
technically super-modern, large-scale factories, 
highly rationalized, scientifically managed, com¬ 
pany-owned and based socially on the dormitory 
system. 

In a Cotton Mill.—Six young girls employed 
in the cotton-spinning plant already described sat 
opposite us on a bench in the dining-room. 
They wore attractive, colourful kimono, for it 
was their hour of rest. Half-laughing, half- 
serious, they answered questions about their life 
in the factory. 

On that particular week they were working in 
the morning shift, and this was their day’s pro¬ 
gramme : 4.50 a.m. getting up and washing in 

4 
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the bathroom; 5 a.m. work begins ; 7.30 to 8 
a.m. breakfast; 2 p.m. lunch, and then rest 
until 4 p.m.; from 4 p.m. to 6 p.m. school; 
6 p.m. to 8 p.m. recreation, and 8 p.m. bed. 

The night shift works from 2 until ii p.m. 
Every Sunday is free and some of the girls go 
out. Most of them, however, stay for games in 
the factory compound. Few of them have 
relatives in the neighbourhood, for they are all 
country girls, and most of them come from a 
considerable distance. 

They earn from .40 to 1.50 yen a day, accord¬ 
ing to the length of time they have been employed 
in the factory, the type of work they do and 
their efficiency. Piece rates are paid in almost 
all of the departments. The average wage is 
.80 yen a day (ix. -j\d. at par; \\\d. at present 
rates). The girls pay the factory .13 yen a day 
for their board and keep. Full board actually 
costs .10 yen a day more, but the management 
contributes this amount. The average net wage, 
therefore, amounts to .67 yen a day. The girls 
are paid 5 to 5 yen pocket money on the twenty- 
eighth of every month. The rest o£ the money 
is usually sent to their homes, where, if they are 
fortunate, some of it is saved. Ifnotj_thegirls’ 
wages help to support their familiesTandjh^ 
suhsiffi^are'ah'i^f n|aHI 

' ^he gifiniEe'belngltniieTaatory, where work 
is less arduous than it would be in the rice fields, 
in silkworm sheds, in a household, or at home 
taking care of their younger brothers and sisters. 
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The food provided is good and usually plentiful. 
A scientific laboratory supervises their diet. 
Rationalization in this factory has caused the staff 
to be halved during the last five years, so that 
the girls have more room in their dormitories 
than they ever had at home, not to speak of the 
playing fields and the common-room with its 
occasional cinema shows and amateur theatrical 
performances. Nor did they have pocket money 
at home, and here they can save money or help 
support their families, or both. In the factory, 
furthermore, they have at least as much freedom 
as they had in their patriarchal homes, where 
women and girls are not considered important. 
They also attend a ‘ junior grade high school ’, 
not usually open to peasant girls. 

These girls are honest and childlike enough 
not to pretend that work is what they like best 
in dormitory life. Instead, with shining eyes, 
they told us that they like school best. In view 
of the Japanese passion for learning this answer 
is very understandable. In the attractive school¬ 
rooms where, for two hours every day, they sit 
attentive on their mats, they are taught the usual 
subjects, including lessons in deportment and 
ceremonial customs : how to bow and to walk 
properly, how to kneel and serve tea, how to 
arrange flowers according to Japanese tradition. 
It is a pretty sight to see the girls, in rows of 
six, facing each other and bowing low in the 
prescribed rh5rthm. 

Undoubtedly these girls are among the more 
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fortunate Japanese workers, and as they can 
compare life in the factory with the miserable 
conditions in their homes, they are obviously 
content. 

AN ENTIRELY MODERN FACTORY 

In a modern industrial district there is a new 
three-storied factory building of stone, with large 
light workrooms in which hundreds of workmen 
stand in front of machines. Almost all of these 
workers are men over twenty years of age, and 
many of them are highly skilled. 

They produce one of the best types of Japanese 
fountain-pens from the semi-raw material to the 
beautifully packed finished product. The em¬ 
ployees work eight hours a day ; they have four 
days off a month ; they are all independent and 
live in their own homes. The lowest wage paid 
is 35 yen (£2 zs.), the highest is 140 yen (£i Sr.), 
and the average is between £4 4s. and £4 16s. 
a month. The company observes the rules of 
the trades union to which all workers must 
belong. 

The company considers the workmen as 
officials. As a result wages are paid monthly. 
One custom from patriarchal days, still important 
throughout Japanese industry, is observed here: 
a dismissal fee is paid when workers are dis¬ 
charged. This amounts, for instance, to the 
equivalent of forty-five days’ wages when the 
man has been employed in the factory for two 
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years; of one hundred and sixty days after five 
years; five hundred and fifteen days after twenty 
years. It should be mentioned that the manager 
of this factory believes that, managed on the 
social system prevailing in his factory, Japanese 
industry would retain its competitive ability, and 
he is as satisfied with the development of his 
company’s export trade as are the managers of 
most of the other factories we visited. 

This factory produces 300,000 gold-nibbed 
fountain-pens a month. Their retail prices vary 
from 2 to 80 yen each. Some of them are simple 
pens, others are made with gold inlay lacquer 
work of traditional Japanese design. These 
elaborate pens are used by Japanese diplomats 
when they sign international agreements. 

This factory, too, manufactures partly for 
export. It is typical of those modern Japanese 
works which most closely resemble Western 
factories, and which produce goods of excellent 
quality. 



CHAPTER FOUR 

THE STRUCTURE OF JAPANESE 

INDUSTRY 

PRINCIPAL TYPES OF ORGANIZATION The export goods labelled ‘ Made in Japan ’ 
come from every type of organization: 
from small family industries and small 

or medium-sized handicraft units, more or less 
linked up with family enterprises ; from super- 
handicraft plants, representing the greater part 
of medium-sized industry; from large factories 
based on peculiarly Japanese semi-feudal social 
organization; from similar factories organized 
on Western lines. All these types of plants play 
an important part in Japanese production and 
export trade. 

It is not possible to state the relative impor¬ 
tance of each type of plant. A general analysis 
of Japanese industry can only be made on the 
basis of the si:(e of various units, which corre¬ 
sponds only roughly to the classes described above 
because these were regarded more from the 
point of view of their technical and social 
organization than from the point of view of the 
number of workers employed. In particular, 

44 



STRUCTURE OF JAPANESE INDUSTRY 45 

the following analysis by size cannot differentiate 
between the ‘ semi-feudal ’ and the ‘ Western ’ 
types of large factories. 

Very small units, employing less than five 
persons, are not included in the Japanese Factory 
Statistics. These small workshops still have an 
important share in the total industrial production. 
According to the Chamber of Commerce in 
Tokyo, they produced in 1931 i8-8 per cent of 
the total output of cotton textiles; a8- 8 per cent of 
woollen textiles ; 55-1 per cent of silk textiles ; 
27 4 per cent of hosiery goods; 29-1 per cent of 
hats; 91- 5 per cent of pencils; 6o-8 per cent of 
china ware; 65-5 per cent of bicycles (assembling 
as well as production of parts). It is possible 
that since 1951 these percentages have declined 
somewhat, though not very much, for these 
small home enterprises have become increasingly 
important to various industries, including the 
manufacture of toys, wooden products, basket 
ware, brushes, dressmaking, and the production 
of parts for larger works. Ten per cent is 
therefore probably a low estimate of the output 
of these very small workshops in relation to 
the total value of Japan’s industrial production. 

In 1932, the last year for which a census was 
compiled, 13 per cent of all registered workers 
were in small industrial establishments employ¬ 
ing from 3 to 9 persons—the smallest units 
included in the Japanese Factory Statistics. 

Twenty-six per cent of all workers were 
employed in workshops with from 10 to 49 
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employees. In view of their organization these 
establishments must also be included amongst 
the smaller industries. Altogether, therefore, 
small industries employ about 39 per cent of 
Japan’s industrial workers. 

Medium-sized industries, as we shall arbitrarily 
call those plants employing from 50 to 500 
workers, absorb a further 36 per cent of Japan’s 
industrid labour. 

This means that in the large factories, employ¬ 
ing 500 workers or more, only 25 per cent of 
Japanese workers are employed. 

With regard to the value of annual outout, 
a rough estimate, taking into account the fore¬ 
going facts about the ‘ dwarf units ’, shows the 
following relation between the four categories of 
industrial establishments : 

The smallest industries at least 10 per cent 
Small industries „ 29 per cent 
Medium-sized industries „ 35 per cent 
Large industries ,, 26 per cent 
Or to put it differently: one-half of Japan’s 

total production is manufactured in workshops 
employing less than 75 workers, while the other 
half is produced in factories employing more 
than 75 workers. This shows that Japan is 
still substantially a country of small industries. 

This fact must not be forgotten in any investi¬ 
gation of her export trade, just as it must be 
remembered that the semi-feudal character of the 
old family system continues to affect her entire 
industrial development. The third important 
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fact, emerging from a study of the structure 
of Japanese industry, is that gradually she is 
ceasing to be a textile producing country only. 

Twenty-five years ago textiles represented 
half of Japan’s total output as far as it was 
recorded in her statistics ; in 1914 they amounted 
to 45 per cent. In 1932, however, they were 
only 37 per cent, despite the tremendous develop¬ 
ment of the textile industry itself. For other 
industries have grown even more rapidly, and 
though to-day textiles still head the list, the metal 
and machinery industries, which were relatively 
insignificant before the World War, now follow 
closely with almost 20 per cent, and chemicals 
with 16 per cent of Japan’s total production. 
Together, therefore, these two industries are now 
as important to Japan’s total production as is 
the textile industry. 

Japan continues, however, to be largely a 
country of ‘ light ’ industries producing goods 
for consumption—a country in which the heavy 
industries, which produce capital goods, are 
relegated to second place because of her shortage 
of raw materials. But Japan is continually 
expanding her production of machinery, instru¬ 
ments, and metal goods of all kinds, products 
which depend on supplies from foreign heavy 
industries. And with the help of these products 
and of her own growing chemical industry she is 
gradually increasing her output of the great 
variety of finished products mentioned in the 
last chapter. Other branches of Japanese Indus- 



48 MADE IN JAPAN 

try, therefore, are not aflFected by the slow 
development of her own heavy industries. 

No branch of Japanese industry—artificial 
silk excepted—consists of large factories only. 
No branch of Japanese industry—with the pos¬ 
sible exceptions of the wood and basket indus¬ 
tries—consists of small factories only. In all 
branches of industry, workshops of all sizes, 
from ‘ dwarf ’ units to the largest factories, 
participate at least in an auxiliary character. 

Large factories employing over 500 workers 
are most prominent in the textile industry, but 
even there they represent only 45 per cent of 
the industry as a whole; 39 per cent of the total 
textile output comes from medium-sized factories 
and 16 per cent from small workshops. We 
have mentioned the importance of the small 
family industries even in the most concen¬ 
trated branch of the textiles group, the cotton 
industry. 

Only 34 per cent of the machinery manufac¬ 
tured in Japan is produced in large factories. 
Forty-five per cent comes from medium-sized 
and 17 per cent from small establishments. Con¬ 
ditions in the metal industry are similar. 

Only 21 per cent of Japanese chemicals are 
manufactured in large factories; 62 per cent are 
made in medium-sized factories. 

The ‘ miscellaneous industries ’, manufactur¬ 
ing the inexpensive mass-production export 
goods which have recently caused so much 
uneasiness on world markets, produce only 
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12 per cent of thek output in large, 52 per 
cent in medium-sized, and 36 per cent in small 
factories. 

It is rarely possible to tell in what kind of a 
factory export goods, or their parts, have been 
manufactured. It is certain that most groups of 
exports are produced in all types of factories, 
though the percentage may vary from year to 
year and from market to market. 

WHY SMALL-SCALE INDUSTRIES 

SURVIVE 

In the West we have watched home industries 
and small-scale industries disappear when they 
clashed with modem industrid methods and 
modern social and political developments. This 
has not happened in Japan despite her rapid 
industrialization. On the contrary, though 
they have lost much of their traditional spinning 
and weaving work to larger and more modem 
factories, the textile industry remains practically 
the only really large-scale industry in Japan; 
but every year the older industrial establishments 
have begun to produce new articles. The total 
number of smm-scale industries has increased 
by half since 1924. 

There are many reasons for this development. 
The chief impulse behind it is the chronic depres¬ 
sion of agriculture, the chronic over-population 
everywhere. These grim phenomena, which 
will be discussed in detail later, supply die small 
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workshops with all the workers they need, often 
at a subsistence wage. 

Japanese factory legislation allows small indus¬ 
tries to exploit this situation more fully than is 
possible for the more efficient medium-sized 
and large industries, because the most important 
law affecting the hours of work—^the law restrict¬ 
ing them to ten hours a day, including one 
hour of rest, for women and children—^is, as a 
rule, applied only to workshops employing ten 
workers or more. According to official records, 
21 per cent of the workers included in statistical 
reports do not come under the factory law, and 
these statistics do not include the workers em¬ 
ployed in small workshops employing less than 
five persons. Another law providing that fac¬ 
tory regulations incorporating important protec¬ 
tive measures for the workers must be drawn 
up and observed, applies only to factories em¬ 
ploying more than fifty workers. Labour con¬ 
ditions in the small workshops are still based on 
the authoritative and patriarchal family system 
which favours the employer. 

The widespread electrification of the country, 
based mainly on water power, supplies sm^l 
enterprises with cheap power such as they could 
not afford in pre-electricity times. As far as 
power is concerned, the small industries now 
enjoy practically the same advantages as their 
larger competitors. 

Even the smallest workshops can thus instal 
simple machines and motors, which are increas- 
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ingly manufactured in the country, as well as 
water-wheels, the use of which has doubled 
during the last twenty years. Small industries 
also have less overhead charges than the larger 
factories. 

Better transport facilitates the distribution of 
raw materials and finished products as well as 
the division of labour. The home and small- 
scale industries are encroaching on the production 
of various parts of high-class manufactures. 

Some or the capital needed by family enter¬ 
prises and small-scale industries comes from 
co-operative societies, but more comes from 
capitalists who are interested in their work either 
as manufacturers or as traders. Often these 
capitalists exert great pressure on the small 
manufacturers ; in any case they pass on to them 
the pressure exerted on themselves by the 
competitive export trade. 

The smallest factories in Japan, therefore, and 
the most primitive home industries thus become 
a part of the highly developed capitalist system, 
and the workers in the small workshop are 
indirectly employed by a vast industrial combine. 
Often small enterprises are virtually nothing but 
sub-departments or the employees of these 
combines. In the West the development was on 
different lines because the struggle between 
modern industry and the home industries began 
long before the introduction of cheap machine 
tools, easy transport or electricity, and long 
after the decline of the feudal system—at a 
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time when agricviltural conditions were not so 
bad as they are now, and when over-population 
was still relieved by emigration. 

THE CONSEQUENCES OF 

RATIONALIZATION 

It is not always easy for large Japanese factories 
to compete successfully with the small and less- 
efficient workshops, the owners of which are 
concerned less with profits than with the support 
of their families, or their family-like communities. 
The latter are forced by the threat of poverty to 
accept longer hours of work and lower wages, 
and their overhead charges and taxes are sm^ler 
than those of the larger industries. 

These facts indicate that increased rationaliza¬ 
tion, especially in the textile industry, was caused 
not only by the international economic crisis and 
a desire for greater profits, but that Japanese 
industrialists also feared the competition of the 
small workshops at home. Rationalization has 
in fact been more highly developed in some of the 
large Japanese factories than it has in many 
Western countries. But rationalization means 
displacement of labour through the mechaniza¬ 
tion of production. The Japanese cotton indus¬ 
try is a good example of its effects. From 1924 
to 1933 the sixty largest cotton factories, which 
practically control the modern section of the 
industry, doubled their production of yarn. 
The output of cotton cloth was increased by 
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two-thirds. Employment did not increase. On 
the contrary, by means of rationalization, labour 
was decreased by i6 per cent, that is to say, it 
dropped to the level of 1919. 

Despite the resilience of the small workshops 
with their low subsistence level, innumerable 
home and small-scale spinning and weaving 
plants have either been mined or forced to 
change over to other industries. This means 
that employment in the Japanese cotton industry 
since the tremendous rise in the industry’s inter¬ 
national importance has decreased even more 
sharply than would appear from the official 
statistics. From 1924 to 1932, the last year 
for which figures are available, the number of 
persons working in spinning, twisting and cot¬ 
ton textile mills employing more than five per¬ 
sons dropped from 3 5 8,000 to 260,000, that is to 
say by 27 per cent. Again the decline would be 
much greater if the smallest workshops were 
included in these statistics. 

It is probable that a similar decline would 
occur in any industry which was forced by 
competition with small and less efficient work¬ 
shops to mechanize its large factories. The 
rationalization of the Japanese cotton industry 
has been chiefly responsible for the recent expan¬ 
sion of the range of goods produced by the 
home and small-scale industries. As the domes¬ 
tic demand for these new goods has been small, 
they have made great inroads on foreign markets. 
Indirectly, therefore, the modem cotton industry. 
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which has ruined the small workshops as manu¬ 
facturers and exporters of cotton textiles, has 
turned them into manufacturers and exporters 
of other articles. 

What will happen when this development, 
which has been financially successful in the 
cotton industry, is repeated in other branches ? 
when this development gradually limits the 
small workshops once more to a narrow field of 
production ? K”, for instance, the owner of the 
pencil ‘ combine ’ mentioned above realizes his 
intentions of manufacturing in one centralized 
and highly mechanized factory, a few of the 
families now working for him in their homes 
may be employed in the new plant, but the 
majority will be robbed of their home labour 
just as, not so long ago, they w6re deprived of 
their traditional spinning and weaving employ¬ 
ment. 

During recent years rationalization has by no 
means been confined to the cotton industry. 
Growing competition on foreign and domestic 
markets has forced most Japanese industries to 
rationalize their factories. This is illustrated by 
the fact that although from 1924 to 1932 the 
total output of industry, a& well as the volume 
of exports, have doubled, 50,000 fewer persons 
were employed at the end of 1932 than eight 
years before. From 1932 to 1934, while produc¬ 
tion index rose 5 2 per cent, the index of employ¬ 
ment rose only by 27 per cent. 

Before we try to estimate the future of this 
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development, we must considet the importance 
of Japan’s population problem. 

THE POPULATION PROBLEM 

Japan suffers from chronic over-population. 
This fact is not reflected in huge unemployment 
figures, because the traditional family system has 
always caused the members of a family to share 
their employment and their incomes as a matter of 
course. The system resembles the methods re¬ 
cently discussed and partially introduced in 
Western countries to alleviate acute unemploy¬ 
ment. 

In Japan, the family and not the State assumes 
the moral and material responsibility for the 
unemployed. True, to a certain extent the 
employer shares this responsibility, for though 
he pays no unemployment insurance premium, 
he grants the ‘ dismissal fees ’. This custom, 
which has never been legalized, is not, however, 
a preventive measure against dismissal, and it is 
only of temporary help to the worker displaced 
by the machine. 

Actually, almost every private agricultural 
enterprise, every small workshop and every 
retail business is ‘ over-populated ’, and only the 
larger establishments, which are entirely divorced 
from the family system and produce primarily 
for profit, are not over-staffed. Moreover, the 
population of Japan is increasing by about a 
million persons a year. This rise is due not 

5 



56 MADE IN JAPAN 

only to the high birth rate, but also to a falling 
death rate. 

Even if birth-control were rigidly observed, 
and this is at present inconceivable in Japan, 
employment conditions would not improve for 
a long time. Ten million workers, who will be 
on the labour market in ten or fifteen years, have 
already been born and many of them are growing 
up in better health and with better education 
than was possible for past generations of workers. 
They will doubtless make their demand for 
employment felt, both in domestic and foreign 
policies. 

Agriculture cannot absorb them, for already 
many uneconomic plots are being cultivated. On 
the contrary, a reform of agriculture, so urgently 
needed, would cause a tremendous increase in 
unemployment amongst rural labour. Japanese 
workers, furthermore, have neither the desire 
nor the opportunity to emigrate. If, therefore, 
Japan wants to avoid a social catastrophe, she 
must provide industrial employment for her 
population, including the additional 10,000,000— 
5,000,000 of which are men—who will be needing 
work during the next few years. And, apart 
from these, she must consider the many millions 
who, to-day, are virtually in need of work, and 
those who, as rationalization progresses from 
year to year, are being thrown on to the labour 
market. 

At present, after the developments and suc¬ 
cesses which have taken decades to achieve, after 
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immense investments of capital, after capturing 
extensive foreign markets, Japan is using only 
2,000,000 regular industrial workers to produce 
her entire output of manufactured goods. 

If Government-owned factories and public 
utilities are included, she now employs two and 
a half million. The large army of casual workers, 
however, who will be discussed later, are not 
included in the Factory Statistics. Excluding 
employment in the small home industries and 
workshops, it can be said that to-day, those 
Japanese industries in which the bulk of her 
financial resources are invested, and which are 
working more or less to capacity, are employing 
only two and a half million persons. 

In theory, therefore, Japan must expand her 
industrial production by two-fifths every year 
merely in order to maintain the present state of 
employment, and to absorb the natural increase 
of her population. She should give up further 
rationalization and her large industries should 
not be developed more rapidly than her small 
workshops. For as the Factory Statistics indi¬ 
cate, workshops employing from five to nine 
persons must attain a net-production (and sale) 
averaging 2,500 yen a year to employ one 
worker, while in plants employing 200 workers, 
4,000 yen worth of goods must be sold to make 
the employment of one worker economically 
possible. 

As it is unlikely that either the capital or the 
domestic and foreign markets of Japan can be 
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expanded quickly enough to keep pace with the 
increasing population; as rationalization, further¬ 
more, follows its own laws and cannot easily be 
stopped, it is probable that in the future the 
social struggle in Japan will become even more 
acute than it is to-day. In February 1935 three 
of the twelve Labour Exchanges of Osaka, 
Japan’s most prosperous city, stated that they 
could find jobs for only 20 of the 300 men 
registering daily, and for 10 out of the 80 women. 
The total figures for unemployment in 1934 
were officially stated as 380,000. 

WAGES AND HOURS 

This fact must be borne in mind when Japan’s 
present and future wage policy is considered. 
In view of the great number of unemployed who 
would be willing to work in the factories for 
almost any wage, it is surprising not that wages 
are as low as they are in Japan, but that they are 
not lower. 

In May 1934 the Imperial Cabinet published 
the following statistics of the average daily 
wages paid in 954 plants (including all bonuses 
and other cash extras paid) : 

Silk reeling, 43.3 sen ; baskets, 46.1 sen 
; cotton spinning, 75.5 sen (iid.); silk 

textiles, 75.7 sen (iid.) ; knitted goods, 76.8 sen 
(i i^.); twisting thread, 76.9 sen (i\\d.); buttons, 
77.3 sen (11 ; cotton textiles, 78.5 sen (i ; 
matches, 78.7 sen (ii^d.) ; flax textiles, 93.6 sen 
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(ij. ; hosiery, 96.0 sen (is. zd.); artsilk 
making, 104.3 sen (u. ^d.); woollen textiles, 
103.0 sen (xs. $d.); flax spinning, 103.4 sen 
(ij. }d.) ; shirt making, 106.i sen (is. i\d() ; cel¬ 
luloid goods, 116.9 sen (ij. 3^/.); soap and toilet 
goods, 119.3 sen (is. ^d.); canning, 124.0 sen 
(ij. 6d.) ; woollen spinning, 124.9 sen (u. 6d.) ; 
dyeing and bleaching, 131.3 sen (u. jd.); silk 
weaving, 134.3 sen (ir. j^d.); stationery 149.3 
sen (ir. ^\d.)\ watch making, 163.6 sen (ar.); 
sports goods, 177.6 sen (is. id) ; mining, 180.6 
sen (is. id.) ; shoes, 186.7 sen (is. ^d.) ; agricul¬ 
tural implements, 190.4 sen (is. i\d.); rubber 
goods, 199.6 sen (is. ^d.); enamel ware, 200.1 
sen (is. ^d.); bicycles, 207.0 sen (2J. 6d.); 
musical instruments, 207.6 sen (is. 6d.); cement, 
208.9 sen (aj. 6d.); beer brewing, 217.1 sen 
(is. ~i\d); surgical instruments, 241.6 sen 
(2J. ii^.); linoleum, 242.0 sen (2/. iid) ; elec¬ 
tric motors, 237.1 sen (3^. id)\ spinning 
machinery, 264.7 sen (3J. id); electric bulbs, 
264.9 sen (3^. id); munition and submarine, 
266.6 sen (is. z\d); cable and wires, 276.7 sen 
(}s. 4d); motors and generators, 311.0 sen 
(is. ^d.); motor-cars and cycles, 416.4 sen (3J'.). 

The preceding figures include cash bonuses 
but exclude ‘ indirect labour costs ’. These are 
allowances for food and houses, expenses for 
sport and recreation, education, &c., particu¬ 
larly for living-in workers. Investigations by 
official authorities reveal that these costs, in the 
average of the whole Japanese industry, are less 
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than lo per cent, and probably not much more 
than 5 per cent of the total wage bill. They are 
naturally the highest in the dormitory factories 
of the textile industry. 

It should be remembered that there is no in¬ 
surance either for unemployment or for old age 
in Japan. 

The daily wages listed in this table are based 
on a working day of slightly over lo hours. 
On an average, -57 hours of rest are allowed 
daily in a 27-4 days month. 

The Tokyo Far Eastern Social Information of 
September i, 1934, wrote as follows about the 
hours of work: 

The hours of work in large-scale weaving factories 
coming under the Factory Act are ii, including one hour 
for rest. 15 or even 16 hours are often worked in small- 
scale factories outside of the scope of the Factory Act 
or in those in the nature of handicraft or home industries. 
Two rest days per month are usually given in these 
factories. . . . Ten hours are generally worked in most 
factories employing 10 or more persons and engaged in 
the manufacture of articles of general merchandise, and 
2 or 3 extra hours in time of pressure. Handicraft and 
home workshops not coming under the Factory Act 
usually work longer hours, often more than 12. No 
system of regular rest days exists in these workshops. 

The Factory Statistics for 1932 include wage 
figures for all plants and workshops employing 
more than five persons in a few branches of 
industry. According to the Bank of Japan’s 
Index wages from the end of 1931 to the 
autumn of 1934 fell by 8 per cent. The total 
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wage bill rose by 1-7 per cent, though there were 
zf per cent more people employed at the end 
of me period. The 1932 figures can therefore 
be accepted as the maximum wages now paid 
in the various industries. The average hourly 
wage in 1932 was as follows in the industries 
listed: 

Cotton spinning, 9 sen (u. 3^/.); cotton 
doubling, 8 sen (is. id.); silk spinning, 8 sen 
(ij. id.); silk doubling, 6 sen (9^/.); cotton 
weaving, 7 sen (is.); cotton-silk mixed weaving, 
6 sen (9^.); wool mixed weaving, 10 sen (u. ^d.); 
rayon mixed weaving, 6 sen (^d.); knitted goods, 
10 sen (ij. 5^.); dyeing, finishing, &c., 13 sen 
(ir. 9c/.) ; porcelain and cloisonne manufacturing, 
12 sen(ij'. 9^/.); sheet glass and glass ware, 16 sen 
(is. ^d.) ; enamelled ironware manufacturing, 18 
sen (is. 6d.) ; celluloid articles, 12 sen (is. -jd.) ; 
food preserving, 9 sen (ir. ^d.); umbrella 
manufacturing, 15 sen (is. id.). 

The latest wage figures published by the Bank 
of Japan are for the average daily earnings of 
workers in a comprehensive ntimber of industries 
for October 1934. They were 1.34 yen for men 
and .68 yen for women (who comprise exactly 
one-half of Japan’s industrial workers). As a 
contrast we quote a table published in 1934 by 
the American Steamship Owners Association 
which was much commented on in the Japanese 
Press. Although it refers not to industrial 
workers but to ‘ able seamen ’, it serves as a 
useful general comparison. The figures quoted 
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are in American dollars. The Dutch mercantile 
marine paid the highest wages, $56.06 per month. 
Then comes the U.S.A., $52 ; Great Britain, 
$40.08; Germany, $39.21 ; France, $37.29; 
Norway, $36.57; Greece, $23.64, and Japan 
bringing up the rear with $11.68. 

We quote these wages here only as cost 
factors included in the total production costs of 
finished products. It would be wrong to com¬ 
pare them with the wages of workers in other 
countries with different costs of living. The 
next chapter will describe what these wage 
costs really mean to the Japanese worker, and 
will compare their purchasing power with that 
of wages in Western countries. But even as a 
part of total production costs, the wages listed 
above must be modified before comparison with 
similar items in Western costing sheets ; the 
productivity of the Japanese worker, that is 
to say, the effective value of an hour’s work, 
or a day’s work, must be estimated. 

THE PRODUCTIVITY OF THE JAPANESE 

WORKMAN 

Colin Clark, the English statistician who has 
compared the average productivity of Japanese 
and British workers, comes to the following 
conclusion; 

The Japanese worker has already reached 90% of the 
British productivity with his present working week. If 
the length of the working week were the same in the 
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two countries his productivity would not be more than 
66 % of the British. For a productivity per annum of 90 % 
of the British level he receives an annual wage of 38% 
the British wage. 

Experience shows that these estimates were 
correct when they were made (1930 for England ; 
1932 for Japan). In the meantime, however, 
increasing rationalization has probably equalized 
the average productivity of the workers in both 
countries, and Japan, of course, continues to 
make up for her disadvantages by longer hours 
of work. An average figure does not show, 
furthermore, that in the cotton industry, and 
perhaps in other industries as well, the produc¬ 
tivity of the Japanese worker (or rather of the 
Japanese machine) is already greater than that 
of the English worker—even if the working 
hour and not the working day is used as a basis 
of comparison! 

This development continues, not only as 
rationalization spreads to an increasing number 
of industries, but also as the Japanese worker 
becomes more experienced in his relatively new 
task. Technical and general schools in Japan 
are excellent, and we have already discussed the 
traditional skill of the Japanese. They are eager 
to learn, industrious and persistent, and existing 
industrial organization and customs in Japan 
give full scope to the ability of her workers. 
The legend of the industrial inferiority of the 
Asiatic races, at least as far as Japan is con¬ 
cerned, has been destroyed by reality. 
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We can assume that in the industries entering 
into international competition the productivity 
of the Japanese worker in relation to his weekly, 
though perhaps not his hourly wage, is not 
now very different from the productivity of the 
workers in the Western countries. 

CAPITAL AND LABOUR 

In the small workshops and the home indus¬ 
tries no real differences exist between capital and 
labour. The owner of a small workshop, being 
virtually an employee of a larger firm, is at once 
both worker and capitalist. He is the father of 
the family and as such he is the master, for in 
his home the patriarchal attitude, strengthened 
by a very old feudal system, is still unweakened. 
And no class difference exists between this master 
and his economically stronger creditors, suppliers 
or customers. Between them there is merely the 
same difference which, in Western countries, 
separates the small and the large producer, the 
dependent and the controlling enterprises. 

The semi-feudal, patriarchal traditions of the 
family system have, as we have seen, been pre¬ 
served or modernized by other sections of 
Japanese industry—^to the advantage of the 
workers as well as of the employers. The 
schools, the Press and the Government encourage 
these traditions as much as possible. All left- 
wing movements are considered unpatriotic in 
Japan and they have not been able to make them- 
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selves felt. The Trades Unions, at first inclin¬ 
ing towards radicalism, achieved a slight success, 
but are now unimportant. The Trades Union 
Movement is still in that early stage indicated 
by the recent demand of the Japanese Trades 
Union Congress for ‘ legal recognition of freedom 
of association by the enactment of trade union 
legislation ’. Still, the same Congress had suffi¬ 
cient ‘ freedom ’ to declare that ‘ the exceedingly 
inferior labour conditions existing in Japan, as 
compared with those in European and American 
countries, constitute one of the most important 
reasons for the rapid development of Japanese 
trade 

Many Japanese trades unions have been 
organized, but their total membership is less 
than half a million. They have become a part 
of the national patriotic service, and they are 
governed by the wish to co-operate peacefully 
with the employers. As a result the unions 
present no difficulties whatsoever to the output 
of industry. Occasionally there have been strikes 
(in 1933 there were 1,880 disputes, during which 
380,000 working days were lost), but the mass 
of unemployed, always ready to replace the 
strikers, make most strikes hopeless from the 
very beginning. The only gain to be derived 
by the workers from such an action is that occa¬ 
sionally the Government, which enjoys wide 
powers of arbitration, considering it to be a 
symptom of social unrest, decides in favour of 
the strikers. 
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Japan has not experienced the great industrial 
struggles which have played such an important 
role in Western countries, because in Japan 
industry is so differently organized. Labour 
conditions in agriculture are much worse than 
they are in industry; all Japanese Governments 
are patriarchal and conservative; and family 
traditions are still relatively strong. 

All these factors have helped Japanese industry 
to avoid expensive social responsibilities which 
are now taken for granted in the West. 

RULES OF A BICYCLE FACTORY 

To illustrate the spirit prevailing in Japanese 
industry we are adding a few passages from the 
Factory Rules published by the bicycle factory 
mentioned above: 

Song of the One Heart Band (Ishindan), 
X.Y.Z. Bicycle Factory.^ 

However overwhelmingly the waves of the world’s seas 
May come on like flooding tides, 
The One Heart Band’ll rouse itself, sturdy as a rock. 
With its iron arms of co-operation. 

With the power of righteousness and the heart of chivalry. 
Helping the weak and holding the strong. 
Our brotherhood goes even through fire and water. 
Of which the One Heart Band is proud before the world. 

Looking forward to a Utopia of co-existence 
Where our noble ideal is attainable, 
Lo I the One Heart Band’ll shine for ever 
Gloriously with its glaring 2eal. 

^ Literal translation from the Japanese. 
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Then follows ‘ The General Plan of the 
X.Y.Z. Concern ’: 

We, with a view to assisting national industrialization, 
shall try to develop social enterprises by the brotherhood 
organization of the working masses. 

We, with a view to promoting the interests of the 
consumers at large, shall primarily aim at establishing a 
most rationalized system of producing and distributing 
bicycles. 

We shall try fully to protect the interests of each mem¬ 
ber of our concern and secure him or her an appropriate 
means of living. 

We, with a view to promoting the common interest of 
our factory, distributing stations and agents, shall try to 
realize the unification of the whole enterprise as one and 
the same heart and body. 

Each member shall try intently to promote the interest 
of all members and shall never forget the demands of the 
whole body. No member shall do anything against the 
interest of the whole. 

We, with a view to continuously strengthening the 
position of all members, shall aim at establishing a rational 
system of (consumers’ or employees’ ?) credit as early as 
possible. 

Next come the works rules, at first for 
apprentices : 

Qualification for Employment: Age—15 to 17. 
Education: Graduates from the higher primary school 
course who have passed the entrance examination of the 
management. Work : The Factory Laws shall be applied, 
while the private regulations of this factory shall be 
observed when necessary. Apprenticeship; Any em¬ 
ployee shall be an apprentice until he is fully 21 years old. 
Those who begin work after that age shall remain appren¬ 
tices for the next four years of their employment. 
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The monthly pay for apprentices is fixed as 
follows; 

First grade, 20 yen; second grade, 18 yen; third grade, 
16 yen; fourth grade, 14 yen; fifth grade, 12 yen; sixth 
grade, 10 yen; seventh grade, 8 yen; eighth grade, 7 
yen; ninth grade, 6 yen; tenth grade, 5 yen; proba¬ 
tory grade, 4 yen. Every apprentice shall be on proba¬ 
tion for one year of employment. 

Apprentices get the following allowances in kind: 
Food (estimated at about 3 5 sen a day) ; bedding to be 
lent free of charge. Each apprentice shall be supplied 
with soap. Dwelling quarters are free. Twenty-five 
bath tickets a month will be given to each apprentice. 
Health insurance fee will be paid by the management. 

The bonus system for apprentices is regulated 
as follows : 

{d) Reward for Regular Attendance. Every apprentice 
who attends all the working days of the month will get 
one yen. {b) Periodic Bonuses.—(i) At the end of the 
first half of the company’s business year, every apprentice 
who has served for more than six months will get a bonus 
of 10 yen; those who have served longer will get an 
additional reward of one yen for every six months’ service. 
Those who attended every work-day in the first half of 
the year will get a special reward of 8 yen. In connexion 
with the last reward, each case of part-time absence by 
attending too late or leaving too early will decrease the 
sum by 30 sen and each case of a full day’s absence by 
I yen. (2) At the end of the year, the general reward 
of 15 yen, the long-service reward of 1.30 yen for every 
six months’ service, and the full-atten^nce reward of 
8 yen will be given to every qualified apprentice. Every 
apprentice who reaches the conscription^ age during his 
employment will get 25 yen for each year after the 
probation. 
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Absence is permitted, for instance, 

When the apprentice’s grandfather, grandmother, 
father, mother, brother, or sister dies, for 7 days if the 
funeral is performed in this city, or for 7 days in addition 

to the period necessary for the trip to the native place 
where the funeral is performed. 

At the end of every financial year, 10 per cent of the 
net profit for the year will be set aside as a fund for relief, 

consolation, and other co-operative purposes of the 
workers. 

For regular workers there are similar rewards, 
a two weeks’ trial period, and more regulations: 

The work-day begins at 7 a.m. and ends at 5 p.m. 
The hours may be changed if necessary. There shall be 
the following rests every day: 15 minutes between 9 and 
10 in the morning, 30 minutes at noon, and 15 minutes 
between 3 and 4 in the afternoon. 

Holidays are as follows: The first and third Sunday 
every month, 5 days at New Year, 2 days in July, and 4 
Great National Holidays: the New Year’s Day on Jan. 1, 
the Anniversary of the Foundation of the Empire on 
Feb. II, the Emperor’s Birthday on April 29, and the 
Anniversary of the birth of the late Emperor Meiji on 

Nov. 3. 
Workers are forbidden to play with fire or to smoke 

in the factory. They shall neither sing loudly nor gossip. 
Wages will be calculated and paid on the 14th day of 

the month in the first half of the year, and on the last 
day of the month in the latter half of the year. 



CHAPTER FIVE 

WHY JAPAN SUCCEEDS 

IS IT ‘social dumping’? JAPAN’S civili2ation rests upon inexpensive 
foundations. The gay charm and beauty 
of Japanese social life do not, to any great 

extent, depend on wealth. 
The chief materials of Japanese civilization are 

wood, bamboo, paper and straw, clay, coloured 
cloth, plants and flowers, all of which are rela¬ 
tively cheap. 

The chief forms of Japanese civilization are 
ceremonial and patriarchal, non-individualistic. 
That applies to the style of work as well as to 
personal relationships. Thousands of years of 
tradition have caused these forms to be taken 
for granted. 

The gifts of civilization being attainable, and 
its forms accepted by all but the very poorest, 
it follows that both are, in Japan, more widely 
spread among the masses than in any other coun¬ 
try. What concerns us here is that a given unit 
of purchasing power represents probably more 
civilization in Japan than anywhere else in the 
'world. 

70 
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IN A workers’ street 

In Japan the workers’ districts in a large 
city, in a small town, or in an industrialized 
village, are very much alike. The low houses 
and the small shops are similar; space is limited 
within and without; electric light is one of 
the few modern amenities in general use. In 
the suburbs of large cities the rice-fields are as 
near the workers’ homes as they are in the vil¬ 
lages. Though statistics show that about three- 
fifths of the Japanese industrial population live 
in * urban districts ’, they all dwell in small, 
large or vast village-like communities. Most of 
their houses are of wood. Stone and concrete 
buildings are not constructed in residential 
districts. 

Gradually broad main roads are being built 
through the maze of narrow, though clean, streets. 
This has been necessary as a safety measure in 
case of fire, and because the traffic has increased. 
In these main roads are the larger shops, decor¬ 
ated with bright signs, flags and streamers, and 
brilliantly illuminated in many colours. Here 
also are the larger workshops, the cafes and 
restaurants, and often the schools, the cinemas 
and the small police stations. These main roads 
bring to the old-world residential districts some 
of the amenities of modern Western life. 

The narrow streets, where road and pavement 
are one, where men and women can be seen 

6 
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praying at temples and shrines in secluded gar¬ 
dens, are lined with small, two-storied wooden 
dwellings. The sliding gratings, which serve as 
a window and a door, have thin wooden frames. 
Those opening out into the street are glazed, 
while white paper is pasted across those between 
the rooms. The houses, usually one-family 
dwellings, stand close together. At the back 
of some there are tiny gardens. These houses 
look attractive, though often neither healthy nor 
comfortable. Potted plants can be seen at many 
of the doors, but these, often ugly and stunted, 
reflect their owners’ continuous struggle between 
poverty and a longing for beauty. 

The Japanese workers live in these streets. 
Though they live the old traditional life, they 
have been influenced by modern achievements 
of the West. Probably nowhere in the West 
are bicycles or wireless sets more numerous. 
Nowhere do people read their newspapers more 
eagerly. And the numerous hairdressers, whose 
large American chairs seem out of place in these 
Oriental surroundings, are crowded from early 
morning until late at night. The women still 
wear kimonos, and the men wear cheap Western 
suits only for work, if at all. The temples and 
little shrines are as popular as are the inexpen¬ 
sive cinemas, featuring mainly historical Japanese 
films. During the day the women and children 
carry the babies tied to their backs ; this duty is 
taken over by the men when they come home 
from their, work in the evening and have taken 
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a hot bath in one of the many public baths. 
Perhaps the Japanese workers bow less deeply 
before their neighbours than they did, but their 
hands still glide ceremonially down to their knees, 
and they bow when they meet. The respect 
shown the male head of a family, especially by 
the women, has not abated. The men, who 
spend the day at their machines, are dignified 
and contented masters in their own homes in 
the evening. 

The lower classes in Japan have little privacy. 
The sliding doors of their homes and workshops 
are rarely closed ; the shops are open, and people 
congregate in the streets. Within the family, 
consisting as most do of two generations, privacy 
is practically unknown. Whether the people 
like it or not, the family is merely a part of the 
larger community. People living in these dis¬ 
tricts are bound to each other by innumerable 
ties. One can see into the houses; no curtains 
hide the view and many of the windows are 
unglazed. People can see each other at their 
meals, and, in the evening, when the older 
members of a family are still at work, one can 
see the children sleeping on the floor. On 
official cleaning days, which are supervised by 
the police, each family moves every movable 
object from the house into the road. Then the 
mats from the floors, the few pieces of furni¬ 
ture, clothes and bedding, household utensils, 
stores, tools—all are displayed to the public 
gaze. 
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THE WORKERS’ SHOPS 

In these narrow streets the shops are close 
together. There are rice shops with piles of 
straw-covered bundles, just as they arrive from 
the country. The rice flows in a glittering stream 
from modern polishing machines into tubs. 
Then there are tea shops, and shops which sell 
only spices. Others sell dried fish, or fish and 
fish cakes for special ceremonial use. There are 
shops for rice-wine and bean products—paste 
and curd and sauce and sweets, and for curious 
pastries and sweets, often made on the premises. 
These shops are frequently forced to compete 
with the street vendors for the children’s mites. 
In the fruit and vegetable shops the goods, usually 
divided up into set quantities, are displayed on 
the floor or on low racks. In the meatshops 
small portions are offered for sale on paper 
plates; and cackling chicken are displayed in 
baskets or cages. There are shops selling char¬ 
coal, packed in bales of rice straw, and round 
little coal-cakes made of the waste of charcoal 
and pit-coal; others selling wooden footwear, 
material for kimonos, paper umbrellas, and 
others, again, selling bicycles, incandescent lamps, 
wireless sets, clocks and cheap jewellery. 

The numerous stationery shops display high 
stacks of soft letter-size paper. The thin white 
qualities are carried in the kimono sleeve for use 
as a handkerchief, towel, or table napkin; the 
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coarse dark paper is used in the household. 
Even the poorest people choose the paper on 
which they write their letters with the greatest 
care. 

In districts where many workers can barely 
afford the necessities of life, there are tobacco, 
chemist, book, and flower shops. Men and 
women who do not buy these luxuries for them¬ 
selves purchase them at least to give away, 
for gifts are an important item in Japanese 
budgets. 

The quality of the goods in these shops differs 
radically from that of the articles sold in the large 
stores, and fewer Western commodities are 
displayed. But here, too, the variety of the 
stock is surprising. 

All shops are more or less specialized. Statis¬ 
tics show that there are 74 different kinds. In 
Tokyo alone there are almost 170,000 shops, an 
average of one for seven families. This does 
not include the innumerable workshops which 
give the workers’ streets the appearance of a 
business rather than a residential district. 

A DIFFERENT PROLETARIAT 

The distinction between the workers, the 
artisans, and the small traders is less pro¬ 
nounced in Japan than it is in the West. These 
groups are really one, and a proletariat in the 
Western sense, where most families are entirely 
dependent upon industrial employment, exists 
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only in a few centres. As a rule the situation 
is still ‘ semi-capitalistic and the workers’ living 
conditions are quite different from those in the 
West. 

Some members of a family may be employed 
in a factory, others occupied in agriculture or 
in home-work ; or they may own a small work¬ 
shop or a miniature shop. When all the mem¬ 
bers of a family with a little money to spare are 
employed, they often go into partnerships with 
another family and open a small business. When 
the children are not working in the house, 
but their small earnings are needed, th4y are 
given work by neighbours who carry on home 
industries, or own a small workshop or 
shop. 

Household work, too, is woven into this 
mosaic of activities. A woman who is a good 
seamstress but who is not employed in a factory 
or does not sew for the geisha houses, often sews 
for her neighbour. Some working women earn 
money by teaching others the art of Japanese 
flower arrangements, and some of the men 
cultivate dwarf trees, pines, maples and other 
plants not only for their own pleasure but on a 
business basis for thek neighbours. 

A man’s hobby is sometimes almost as impor¬ 
tant as his regular occupation, which, as a rule, 
is not remunerative enough to support his family. 
The Japanese have a great capacity for work, 
and they are good business men. They like 
independence, and they are attracted by small 
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capitalistic ventures in spite of increasing risks. 
The Japanese enjoy an occasional extravagance 
or speculation—both are national characteristics 
despite general thrift and modesty. Should a 
little capital be needed to start a new venture, 
it is not hard to come by. The Japanese save 
money even on very small incomes, and unlike 
other peoples they do it not so much for safety 
in emergencies, but in the hope of making some 
profitable investment. Forty million of the 
country’s 65,000,000 inhabitants have post office 
saving accounts, and the average deposit amounts 
to 68 yen. About 20,000,000 of the population 
are insured at the Post Office for an average sum 
of about 130 yen. Another typically Japanese 
means of raising money is called mujin : the end¬ 
less chain. Tens and hundreds of thousands of 
mujin, with an annual turnover of many hundreds 
of million yen, exist in Japan. It is probable 
that most families in the lower and the lower- 
middle classes belong to one of these mujin. 
Often they are large enterprises, under state 
supervision, but usually they are small private 
organizations including a group of friends or 
acquaintances. Here is an example: twenty 
individuals arrange to pay 10 yen a month into 
a co-operative account for two years. This 
means that the honorary cashier receives 200 yen 
a month. The mujin members meet once a 
month. A lottery is organized six times a year, 
and there is a single prize in the shape of a loan 
of 200 yen on which no interest is charged. 
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Moreover, six times a year an auction is organized. 
A loan is auctioned off which is to be redeemed 
at 200 yen, but the actual amount of which is 
determined by the bidding of the men present 
at the auction. The successful bid, that is the 
lowest, is sometimes very much below the 
nominal amount, and the difference represents 
the interest. A man can only participate in one 
such auction, and in the small mujin the sums 
left over at the end of the agreed period are 
distributed equally to all the members. The 
larger mujin^ on the other hand, keep these remain¬ 
ing sums as a profit. Thus every one who has 
taken no risks at the auction gets back the 
money he invested in the mujin, and every loan 
is gradually liquidated by the monthly payments 
of the borrowing member. 

By this and other methods many Japanese save 
a greater proportion of their current incomes, or 
spend or speculate more extravagantly than they 
can reasonably afford. They enjoy good food 
(meat when they can afford it) and they are very 
fond of sakd (rice wine), but they willingly accept 
a mere subsistence standard of life in order to 
spend their savings on ceremonial acts, on invest¬ 
ments or on certain luxuries. The traditional 
wage system, whereby large portions of the 
aimual wages are paid in the form of bonuses, 
encourages this tendency. Bonuses are usually 
paid at New Year, and in the middle of the year 
at the time of the ‘ Feast of the Lanterns 
Wage-earners frequently spend their bonuses on 
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luxurious entertainments or on splendid presents, 
unless they need the money for debts. Debts 
are important in Japan. The numerous pawn¬ 
shops, as well as the prosperous usurers, whom 
it has been impossible to up-root, are sympto¬ 
matic of the people’s indebtedness. 

‘ Capitalistic ’ enterprises, too, are stimulated 
by the prevailing system of wage payment. Un¬ 
employment insurance does not exist, and the 
dismissal fee, adjusted according to the period 
of past employment, enables many wage earners 
to become their own masters. It is typical 
of these conditions that the Tokyo Municipal 
Tramway Company, in 1934, ended a strike 
by reducing wages, and by formally dismissing 
the workers, so that their dismissal fees were 
paid. Then the men were re-employed. With 
their dismissal fees many tram conductors bought 
a share in a taxi or a small shop or workshop 
for a member of their family. 

All these factors indicate how fundamentally 
the Japanese proletariat differs from the workers 
in other countries. They prevent the rise of 
‘ class consciousness ’—excepting perhaps among 
the ambitious lower-middle classes—and the life 
of Japanese wage earners is more interesting and 
satisfying, not despite, but because of, the risks 

[involved in their mode of life. 
The highly developed family system funda¬ 

mentally differentiates the Japanese workers from 
the workers in the West. The family is respon¬ 
sible for social welfare, for old age pensions, for 
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unemployment insurance, etc. And in Japan 
the family assumes these duties as a matter of 
course, just as the State does in the West. The 
family—including all branches and generations 
—^thus becomes what the individual is in the 
West: the ultimate unit in the State. The head 
of a family, and men in general, enjoy privileges 
which compensate them for certain social disad¬ 
vantages in their relationships outside the family. 
A worker in his own home is the equal of his 
employer at the factory. 

A FAMILY OF EIGHT 

A young working woman told us about her 
household. She was kneeling on the floor 
before the bowl of glowing charcoal. Her 
baby was tied to her back and she was rocking it 
gently. The woman was friendly but serious 
when she spoke. She had poise, and she was 
not shy. 

There are eight in her family: her husband 
and herself; the baby and a little boy; her 
husband’s older brother, his sister, his mother, 
and the wife’s younger sister. This family is 
typical of old-fashioned Japanese family units, 
which are being gradually replaced by smaller 
families after the Western custom. 

The man, a highly skilled transport worker, 
now earns—after a marked wage reduction— 
62 yen 14s. ^d.) a month for a nine hours’ 
working day. His sister, who is twenty-two. 



Family kneeling by the low table for their meal—rice and fish 

Nok I he infant on the mother's back 
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works eleven hours a day at a petrol station and 
earns 25 yen (;£i lor.). His wife’s sister, who 
works eleven hours a day in a hosiery workshop, 
earns only half as much, 12.50 yen (i 5 r.) a month. 
The man’s mother is old, the brother is an invalid, 
and the young wife looks after the household. 
The income of this family, therefore, with three 
people at work, amounts to 99.50 yen (£6) a 
month. 

Their rent is 21 yen (£1 p.) a month. The 
house is draughty and small, but clean and 
attractive. There are two floors, with two rooms 
on each. Together the rooms are ‘17 mats ’ 
large. Each mat measures about two yards by 
one. The members of this family, like the 
workers in factory dormitories, each have about 
the space taken up by two mats, and every room 
is used as a bedroom at night. During the day 
the bedding is kept in cupboards, and only a few 
objects are kept on the spotless mats : a low 
table on which there is a bottle of ink and a 
writing brush, a small alarum clock and a few 
sewing tools. In the little heating bowl in the 
centre of the main room bits of charcoal glow 
continuously. A few kimonos hang on the bare 
walls. The small family shrine, Japanese land¬ 
scape and some flowers, is in a corner of the 
room. A few cushions are on the floor. An 
electric light is suspended from the ceiling. This 
light, the alarum clock and a bicycle in the 
passage are the only modern objects in this 
house. 
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The woman got tea fot us. She untied the 
baby and placed it gently on the floor, for out¬ 
side in the kitchen it is cold and draughty, and 
cots or perambulators are not used in Japan. 
She then brought in her little household account 
book. Every day she inscribes neatly what she 
has spent. The items are written in Chinese 
characters, the prices in arabic figures. She also 
showed us the family wage envelopes, carefully 
tied together. Gradually we understood the 
family budget. 

The quantity of rice needed by this family 
monthly—about 175 pounds at ii sen a pound 
—costs about 19 yen (£i zs. ^d.). Counting the 
two children as one person, each person con¬ 
sumes on an average about 13 ounces of rice a 
day. Another 10 sen (j-^d.) a day is spent for 
other food : for the cheap but nourishing bean 
paste {miso) costing i\d. a pound, from which 
the breakfast soup is prepared by the addition 
of a little rice and tea or hot water; for vegetables 
(costing from \d. to i^d. a pound) and ingredients 
needed for the rice dinner; for a little meat (zd. 
to 4d. a pound), pickles or sweetened potatoes, 
or bean curd (foju) taken with the rice for the 
evening meal. A small proportion of this 10 sen 
a day is spent on ‘ odcis and ends ’. 

The woman spends 3 or 4 yen a month (31. yd. 
to 4J. ^d.) for the scanty heating arrangements 
(the room is never really warm in the winter); 
for electric light and the regular hot bath in the 
public baths, which usually costs i or 2 sen a 
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person. A newspaper costs i yen (is. zd.) a 
month, the monthly magazine costs | yen (jd.) 
and occasionally a member of the family spends 
10 sen (^d.) at the cinema. 

The clothing of the entire family of eight costs 
only 80 to TOO yen a year (£4 i6s. to £6) but 
the housewife does not include these sums in 
her monthly budget, for they are paid from the 
annual bonus, which is about equal to a month’s 
wages. 

‘ We are poor because we are a large family,’ 
the woman said, ‘ and we are not really contented, 
but the main point is that the children have 
everything they need.’ 

The expenses of this family, however, only 
absorb about two-thirds of the income ; about 
67 yen are spent (not counting clothing), which 
means that about 30 yen are left over. ‘ This 
sum is not included in the household budget,’ 
the woman told us. The family pays iz yen a 
month on old debts and 20 yen into the mujin. 
The man got into debt when, in the hope of 
increasing the family income, he bought a share 
in a taxi for his brother. The partnership failed, 
however, the taxi was sold at auction and the 
debts remained. 

A WELL-TO-DO FAMILY 

A young foreman in the bicycle factory des¬ 
cribed earlier in this book told us about his 
family budget. We were in the little reception- 
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room of the works and the red, gold-embroidered 
factory flag hung underneath the shrine in the 
corner of the room. The man is twenty-eight. 
He has been employed in the factory for fifteen 
years and is now in charge of a department. He 
earns 59 yen (£5 i8x. at par; £3 iij. at present 
rates) a month. His normal working day begins 
at seven o’clock in the morning. He has an 
hour’s rest at noon and two free days a month, 
and he works until five o’clock in the afternoon. 
He also earns 15 yen a month for three and a 
half hours overtime on twenty-six days (from 
five-thirty in the afternoon to nine o’clock in 
the evening). As a member of the works 
council he receives another 5 yen a month from 
the management. His total monthly income is 
therefore 79 yen {£1 i8r. at par; £4 15J. at 
present rates). That is considerably above the 
average earnings in Japan. The 100 yen which 
he receives annually as a bonus do not affect 
the monthly budget, for he told us that he spends 
most of this sum on presents and on New Year’s 
celebrations. 

This man supports only his wife and their 
baby. Before the infant’s birth the wife earned 
25 yen a month by sewing lovely kimonos for 
the geisha houses. 

The rent of the new little house, which he 
showed us proudly, is 13 yen {£i 6s. at par; 
ijj. 6d. at present rates) a month. Coal, gas, 
electric light and water cost about half this 
sum. 
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They spend a little less than i yen (2/. at par; 
IS. (>d. at present rates) daily for food. A third 
of this sum is spent on rice ; a tenth for milk; 
and the rest for vegetables, bean products, 
spices, fish, and for meat once a week. 

Average monthly expenditure for clothing 
amounts to not more than 5 yen {6s. at par; 
3/. 6d. at present rates) for the whole family. 
The man’s compulsory and the woman’s volun¬ 
tary health insurance costs about the same amount. 
Half of his insurance is paid by the factory. 
He spends another 3 yen for his newspaper, a 
magazine and the cinema. On his two free days 
he allows himself the luxury of fishing with two 
friends. This costs him 2 yen. 

He saves 15 or 20 yen a month—about what he 
earns for overtime—and he deposits this sum 
regularly in his post office savings account. He 
is contented, and he is justified in thinking 
himself fortunate. 

A HARD-WORKING FAMILY 

A mechanic at the pencil ‘ combine ’ described 
in an earlier chapter told us about his complicated 
family budget. He was taking tea with his 
employer in the little office-reception-room where 
accounts and samples are kept. 

This man has two sources of income. As a 
mechanic he earns 3 3 yen a month. He works 
every day from seven o’clock in the morning 
to six o’clock in the evening, with an hour’s rest 
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at noon and two free days a month. While the 
export trade is as prosperous as it is at present, 
he receives a month’s wages as a bonus every 
six months. 

He earns a second income as a small employer. 
He and his wife work at home for the pencil 
factory, and they employ three neighbours’ 
children to help them. When he comes home 
from the factory he rests for a short time, and 
after his wife has seen to her two little children 
and the household, she and her husband work 
three hours in the evening. They also devote 
most of the two free days a month to this home¬ 
work. After the children’s wages have been 
paid, this man has 14 yen a month from this 
second source of income, his total earnings 
being 47 yen (^((^4 15 r. at par; i6j. ^d. at present 
rates), excluding bonuses. 

His house, near the factory, is small and old. 
It has room for 10 mats, and the rent is only 9 
yen a month. He spends about 5 yen a month 
on coal, gas and electric light. He pays 0.60 
yen a month for his health insurance ; the factory 
pays the other half. His wife and children are 
not insured. 

This family’s average daily expenditure for 
food is 0.60 yen (u. z\d. at par; i^d. at the 
present rate of exchange). They spend about 
4 yen a month on clothing (Sj. at par; 4/. lod. 
at the present rate of exchange); and about 5 
yen for sake, tobacco and the cinema. The 
man saves about 6 yen a month. 
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JAPANESE DIET 

It is clear from earlier statements that a 
Japanese family spends less on food than its 
counterpart in the West. There are two reasons 
for this: the average quantity of foodstuffs 
consumed by the Japanese is smaller, and the 
average quality of food per unit of weight con¬ 
sumed is inferior. The apparent cheapness of 
Japanese foodstuffs, on the other hand, is often 
deceptive. 

Let us first consider the smaller amount con¬ 
sumed. According to The Food of Japan, pub¬ 
lished by the League of Nations in 1933, the 
average daily amount of food consumed per head 
of the population is less than 3 pounds. This 
figure is, of course, based on an equal distribution 
of the national food supplies (96 per cent of 
wfiich are domestic products) to the entire 
population. Three pounds is not much more 
than an English unemployed man requires to 
‘ permit working capacity to be maintained as 
is stated in the British Medical Association’s 
famous ‘ Report of the Committee on Nutrition ’, 
published in 1933. The actual daily food con¬ 
sumption of the English population is, of course, 
much higher than the diet ‘ prescribed ’ by the 
B.M.A. for the unemployed. 

The wealthier classes in Japan naturally con¬ 
sume more than three pounds of food per day 
per head, and this three pounds average might 

7 
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therefore imply that other groups of the popula¬ 
tion are living on a starvation level. And as 
the sections of the nation who live above that 
average, if not as numerous as in Western 
countries, are still very large, it would appear 
that under-nourishment is very general in Japan. 
This is not the case, however, for actually Japan’s 
food supplies are not quite as small as they seem. 
The weight of normal, healthy Japanese—men, 
women and children—is about a mth less than 
the weight of corresponding persons in the 
West, and their height is substantially smaller. 
The relative physiological food requirements 
depend upon the size and the weight of the body. 
This means that, from the employer’s point of 
view, the Japanese worker, who needs less food, 
is cheaper than the Western wage earner, pro¬ 
vided that productivity is the same. 

A comparison between the Japanese and the 
English quality per weight unit of food is 
less favourable to Japan. The best comparable 
figures are probably the average diet per head per 
day available in Japan and the diet ‘ prescribed ’ 
by the B.M.A. for an English family, consisting 
of an unemployed man, his wife and his child 
of eight. The Japanese figures represent roughly 
a maximum living standard, while the English 
figures are minimum standards. The former 
may be above, while the other is below, the 
real consumption. The comparison of the two 
standards, therefore, actually understates the 
difference between them. 



I. Bleaching towel cloth in the air. One of the typical scenes in Osaka 

2. Women transplanting rice in the paddy field 
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Japanese Diet 
(Average National 

English Diet 
(Unemployed 

Per Head per Day. Supply). Family). 

Cereals . . . . 
02. 

21.0 
02. 

18.3 
Dry legumes 2.3 1.1 
Potatoes, vegetables, fruit 18.5 lO.O 

Meat, fish, fat, dairy products 3.8 12.8 
Sugar. 1.2 4.2 

Average price per lb. of food. 
46.8 02. 

. 9.3 sen ^ 
46.4 02. 
z\d. 

The Japanese diet lacks animal albumen, fats 
and sugar. The quality of Japanese food is 
also affected by the relative shortage of protein 
and vitamins in rice, Japan’s most important food¬ 
stuff, as compared with bread, the staple food of 
Western peoples. Most pickled Japanese veget¬ 
ables and roots, furtherrhore, do not contain 
important vitamins, which further affects the 
quality of Japanese food. The League of Nations 
reports as follows about this subject: 

The consumptioa of quantity without quality is in 
some respects more dangerous than starvation, for the 
latter is obvious and a remedy is sought; the former may 
remain a hidden source of evil. This appears to be the 
great danger in Japan. 

Most Japanese have always lived on such a 
diet; yet the population has increased, and 
developed a great capacity for work. The 
Japanese death rate is the lowest in the East, 
though it is larger by half than the English death 
rate. Since the Nineteenth Century the per 
capita consumption of cereals in Japan has 

^ i\d. at par; i\d. at present exchange rate. 
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increased by about 20 per cent and that of fish 
has trebled, but the problem of the quantitative, 
and above all the qualitative, food supply is still 
very serious. 

Believers in the theory of Japan’s ‘ social 
dumping ’ attribute this situation to the low wage 
level. Actually, however, this food problem 
has resulted from Japan’s poverty in agricultural 
resources. The only peaceful solution would be 
an increase in Japan’s exports of manufactures. 
In return, she could import from abroad raw 
materials as well as the foodstuffs necessary to 
raising the standard of living. Only then would 
a rise in wages be really useful. 

THE AGRARIAN BACKGROUND 

Prices for essential foodstuffs are not lower in 
Japan than in other countries. The comparisons 
shown above indicate that since the depreciation 
of the yen the price per pound of important food¬ 
stuffs in Japan are about half of English prices for 
staple foodstuffs. At par, however, staple Japan¬ 
ese foodstuffs, though of far lower quality, are only 
about 18 per cent cheaper than English foodstuffs. 

If, however, comparable groups of foods in 
Japan and in England are considered, it is apparent 
that Japanese domestic prices are about 20 per 
cent higher, at par, than English prices. If 
prices are compared at their par value, even the 
retail price of rice is about 16 per cent higher in 
Japan than in London. Besides, the retail profit 
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is smaller in Japan than in England. To-day 
the price of rice in Japan seems lower only 
because of the yen depreciation. Wheat-flour, 
an increasingly important foodstuff in Japan, 
costs zd. a pound at par in Tokyo; in London 
the price is only a IMe above id. 

Despite these relatively high prices Japanese 
•farmers are anything but prosperous. They try 
to make both ends meet by breeding silkworms, 
by home industries or by continual personal 
sacrifices. How can this paradox be explained ? 

The extraordinary natural poverty of the 
country provides the explanation. A shortage of 
good land and the growing population has 
forced farmers to cultivate ‘ marginal ’ land and 
to increase their crops, even though their labours 
are unprofitable if regarded in terms of money. 

As Japan becomes more modern, her public 
expenditures increase. Agriculture represents 
the largest group of the population, and~as the 
farmers are least able to offer resistance, they are 
burdened with tremendous direct and indirect 
taxes, which, in turn, increase production costs 
and decrease net earnings. Apart from taxa¬ 
tion, the farmers pay high rents, and high rates 
of interest on their ever-growing debts. The 
Imperial Agricultural Society reports that in 
1935 taxation and interest rates included in the 
total production costs of rice were jo per cent 
higher than the labour costs involved. 

A reduction of costs by means of rationaliza¬ 
tion is impossible because of the abundance of 
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agricultural labour and lack of capital. The 
low purchasing power in urban districts further¬ 
more has prevented a permanent rise in prices of 
agricultural products. 

Japanese agriculture, against the heaviest odds, 
produces almost the entire food supply for an 
increasing population. It is no longer as simple 
as it was to provide cheap food for industrial 
workers. In England it is done by importing 
foodstuffs from overseas. In Japan this is im¬ 
possible, and Japanese agriculture is now arti¬ 
ficially depressed in order that Japanese industrial 
workers (and thus the Japanese export trade) 
can compete successfully in foreign markets. 
For if agricultural prices were high enough to 
give the Japanese farmer a decent living standard, 
it would be impossible for Japanese industry to 
compete successfully. Even now food prices in 
Japan are relatively high, and the Japanese worker 
counteracts them by a modest quantity consump¬ 
tion and a still more modest quality demand. 
The Bureau of Statistics of the Imperial Cabinet 
estimates that the monthly per capita expenditure 
for food of well-paid industrial workers averages 
only 8.7J yen (lyr. (id. at par; \os. 6d. at the 
present rate of exchange) and of salaried workers 
10.06 yen or izj.). 

HOUSING AND CLOTHING 

Building costs are lower in Japan than in the 
West, because Japanese houses are so much 
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simpler. A worker’s dwelling with two or three 
rooms costs only about 1,200 yen (£12.0 at par; 
£jz at the present rate of exchange). Often 
the site alone is responsible for three-quarters of 
this sum. Despite these low building costs, 
rents are relatively high and represent as much 
as 20 per cent of the worker’s budget. This is 
due to high rates of interest and the high profits 
made by the landlords. A semi-public building 
company in Tokyo, which gave us these figures, 
mentioned that in many cases the landlords 
recover their building costs in seven or eight 
years, or even sooner; and Japanese wooden 
houses last a very long time. 

In a typical Tokyo district investigated by this 
company, 86 per cent of the families rent the 
houses in which they live: only 6 per cent of 
the residents own their homes, while the rest 
rent single rooms or live in company dwellings. 
Of these workers’ families 18 per cent live in one 
to three rooms, though in 65 per cent of them 
there are more than four persons in the family. 

Nineteen per cent of these families pay less 
than 10 yen a month rent (;(^i at par; lar. at the 
present rate of exchange); 42 per cent pay 
between 10 and 15 yen ; 28 per cent pay between 
15 and 20 yen. The Bureau of Statistics of the 
Imperial Cabinet estimates that the average hous¬ 
ing costs per capita per month in well-paid 
workers’ families amount to 4.12 yen (8r. id. 
at par; 4s. ^d. at the present rate of exchange). 
High as these tents are for the Japanese worker. 
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they are below rents in the West, and represent 
a wage advantage to Japanese industry. 

Differences in housing conditions of the 
workers and the middle classes in Japan are 
less noticeable than they are in the West, Both 
groups benefit by the mild season in Japan, 
which lasts about three-quarters of the year and 
makes thin-walled houses possible. Both work¬ 
ing and middle-class families, on the other hand, 
suffer cold and draught in the winter, for the 
rooms are practically unbeatable. Both classes 
profit from the aesthetic tradition which demands 
that rooms are left almost bare; both have 
satisfactory sanitary arrangements, though they 
have not yet attained Western standards. 

Though the housing conditions of Japanese 
workers are bad, they cannot be called a form 
of ‘ social dumping ’, at least not as long as 
so many Western wage-earners live in slums. 
Western slums are no better than those in Japan, 
and the average dwellings in Japan are quite as 
satisfactory as comparable homes in the West. 

As we have seen, Japanese workers spend 
very little on clothing. Wooden shoes, cotton 
clothes and underclothes are the chief items. A 
minimum amount of clothing is needed during 
the long summer, when a woollen cummerbund 
is the only garment worn, not only for reasons of 
decency, but for hygienic reasons as well. In the 
winter, for which, in this as in other directions, 
the Japanese style of living is not really suited, 
the poor people’s clothing is not warm enough. 
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The Bureau of Statistics of the Imperial 
Cabinet estimates the per capita expenditure for 
clothing a month among workers’ families at 
Z.07 yen (4s. at par; and 2s. ^d. at the present 
rate of exchange), and in the families of salaried 
men at 3.05 (6j. or ^s. -jd.). 

Even when a saving on prime necessities is 
involved Japanese families put aside something 
for cultural outlays (health, amusement, educa¬ 
tion, social). The family budgets investigated 
in this connexion by the Bureau of Statistics are 
based on earnings which are a little above the 
average. In workers’ families these cultural 
expenditures per capita per month amount to 
3.82 yen (yr. -jd. at par; 4/. -fd. at the present 
rate of exchange); in families of salaried men to 
5.98 (i2J.; or -js, id.). These sums may seem 
small, but as we have seen, prices for these items 
are low. It is probable, furthermore, that 
families which spend these sums for cultural 
purposes derive a greater satisfaction from them 
—typically Japanese satisfaction based on tra¬ 
ditions—^than most workers’ families in the West 
could derive even at a little higher ouday. This 
section of the family budget illustrates the 
advantages of a high, though cheaply run, 
civilization. 

THE TREND OF REAL WAGES 

After this brief sketch of Japan’s social con¬ 
ditions it is necessary to consider the prob- 
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able ttend of their development, which will 
influence Japan’s competitive exports consider¬ 
ably. 

Undoubtedly the living standards of industrial 
workers are higher than they were in the nine¬ 
teenth century. Undoubtedly, also, the agricul¬ 
tural population has not experienced the same 
improvement. 

But what has been the trend of real wages in 
industry during the last few years ? The year 
1926, when the effects of the earthquake and the 
fire of 1923 were no longer felt, will serve as a 
basis for wages developments. In 1926 the real 
wages, that is to say the purchasing power of 
wages, were 55 per cent higher than in 1914. 
From 1926 to 1931 nominal wages dropped by 
about 20 per cent. Retail prices, however, fell 
by about one-third as a result of the agricultural 
depression, the rise in unemployment, and the 
international collapse of prices. The purchasing 
power of industrial wages, therefore, was actu¬ 
ally 82 per cent higher than in 1914, chiefly at 
the cost of the farmers. It should be mentioned, 
however, that the retail price index on which 
these figures are based does not include rents, 
which apparently remained more stable than the 
costs for clothing or food, and for this reason the 
ultimate result may be rather less favourable for 
the industrial workers. 

Since 1931 nominal wages have, with some 
fluctuations, decreased by about 8 per cent, but 
retail prices have risen (by about 15 per cent 
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from 1931 to the end of 1934). This rise is due 
largely to the yen depreciation. 

Real wages, therefore, were not much higher 
at the end of 1934 than in 1926, but they were 
60 per cent above the 1914 level. The continuity 
of this rise stopped at a time when Japanese 
industry was particularly prosperous, and there 
are many reasons for believing that the inter¬ 
ruption of this upward trend may be of more 
than temporary importance. 

This matter will be discussed later, but it 
should be emphasized here that a country which 
can increase real wages by 60 per cent in the 
space of two decades is in a position to decrease 
them again, if necessary. Difficulties in keeping 
foreign export markets might cause such a 
decline. Meanwhile, as long as this rate of 
progress is maintained, it cannot be stated that 
Japan is applying the method known as ‘ social 
dumping ’. 



CHAPTER SIX 

IS IT THE YEN? 

THE SIGNAL FROM LONDON ON the twenty-first of September 1931 a 
part of the Japanese export trade sud¬ 
denly came to a standstill. Great Britain 

had gone off the gold standard, the pound fell, 
and the yen, dependent on gold, rose in relation 
to sterling. 

Japanese export goods, valued at 1,000 yen, 
which had cost £100 the day before on British 
markets—^for at par i yen is about zs.—suddenly 
cost £i}o. The price of British competitive 
goods, on the other hand, did not change. By 
December of that year the price for the same 
Japanese goods was as high as £150 sterling. 

Similar developments occurred on other 
markets : British goods were at first cheaper 
by a fourth and later by a third—in dollars, 
guldens, francs, pesos, yen. Export prices for 
Japanese goods, however, continued unchanged. 

The equilibrium on competitive world markets 
was disturbed. The weakest countries were 
most severely hit. The depreciation of the 
pound sounded the alarm. 

98 
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BREAKING THE CHAINS OF GOLD 

At this time Japan was dissatisfied with the 
gold standard, which had been introduced early 
in 1930 after a painful period of deflation. ‘ Re¬ 
trenchment ’ was the Government’s slogan. 
* Liberal spending, if need be by means of in¬ 
flation ’, was the answer of those who were 
governed. 

The masses of the population employed in the 
semi-feudal branches of industry and trade—^the 
peasants, artisans, small industrialists, and traders 
—sujflfered as a result of the low prices paid for 
their products; competition was severe and 
credit conditions were bad. The crisis grew 
worse, and agriculture was particularly affected. 
Deflation had brought nothing but disadvantages 
to these sections of the population, and the gold 
standard threatened to perpetuate their difficulties. 

The deflation policy, directed first at the re- 
introduction and then at the maintenance of the 
gold standard, had been a disadvantage to 
military and naval interests as well. For, as a 
result of this policy, the expenditure on arma¬ 
ments had been decreased. Also agriculture, 
the army’s ‘ first line of defence ’, the source of 
fresh recruits, had been weakened, while in¬ 
dustry and finance, suspected of internationalism, 
were strengthened. Military and political men 
in Japan began to take an interest in economic 
matters, and to participate, gropingly at first and 
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then more firmly, in the development of present 
and future economic policies. 

The differences between the ‘ old ’ and the 
‘ new ’ Japan increased the discontent in the 
country. The ‘ new ’ capitalist Japan, co-oper¬ 
ating with political parties, seemed responsible 
for the industrial policies which had been adopted. 
Corruption, either real or imaginary, intensified 
the popular hatred of the deflationary policy. 
The radical patriots, who are not unlike the 
National Socialists in Germany, were particularly 
enraged, and they finally killed the Finance 
Minister, Inouye, who was responsible for the 
deflation, and Baron Dan, one of the leading 
financiers of the country. The Premier, Inuka, 
too, was murdered by patriots, for, though he 
broke the chains of gold, he did not encourage 
‘ liberal spending ’, despite the distress of farmers 
and small traders. 

The modern section of Japanese industry at 
first actually benefited by the deflation. The 
banks, amalgamated and strengthened, had been 
put back on a sound basis. Large industries 
liquidated their debts and were modernized and 
rationalized. Lesser industries followed suit, 
especially those attached to the great combines. 
Industry was organized on a larger and more 
promising scale than ever before. 

On the other hand, industry and finance had 
been adversely affected by the wholesale dis¬ 
missals of workers and the drop in wajges, accom¬ 
panying the process of rationalization, by the 
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general results of the deflation, and by the world 
economic crisis. Domestic purchasing power 
and the demand of foreign markets decreased 
markedly, and both were hopelessly small in 
relation to the growing capacity of Japan’s 
modernized industry. In the long run, the 
deflation and the gold standard, having done 
their duty, could only bring harm to industry. 

The Army was the first to break through the 
chains of gold—probably unconsciously—^when 
on the eighteenth of September 1951, three days 
before England left the gold standard, it began 
to occupy Manchuria. This operation involved 
Japan in political and financial consequences 
which could not be reconciled with deflation, 
with retrenchment, or with the maintenance of 
the gold standard. The abandonment of the 
gold standard, the fall of the yen, ‘ liberal spend¬ 
ing ’ by the Government, perhaps an inflation, 
all these developments were now only a question 
of time. 

Such was Japan’s position when England 
announced that she had abandoned the gold stan¬ 
dard. As it now seemed impossible to prevent 
a fall of the yen without tremendous sacrifices, 
many industrialists and financiers speculated in 
exchanges and raw materials, thus hastening the 
fall of the currency. In a few weeks the Bank 
of Japan lost almost half its gold holdings. A 
Cabinet crisis occurred, and the first decision of 
the new Government, announced on December 
13th, 1951, one day after it came into power. 
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was that the country would go off the gold 
standard. 

On September i8th, 1931, the ‘ Manchurian 
Incident ’ marked the beginning of a new period 
in Japan’s political expansion. On December 
13th, when Japan left the gold standard, she 
began a new period of economic expansion on 
world markets. From that day dates, if not the 
actual start of the great Japanese export drive, 
at least the creation of its most important 
impetus. 

THE FALL OF THE YEN 

The yen began to fall. At first it followed 
the pound. In January 1932 the two currencies 
had regained parity. A yen, which had tem¬ 
porarily been worth 3^., was again worth zs. 

Once more Japanese export goods worth 1,000 
yen cost £100 on British markets. Japan had 
recaptured her former price relation to British 
goods on world markets, but the hoped-for 
increase of sales did not occur. The world 
depression was in full swing, and most of the 
would-be buyers in foreign countries were wait¬ 
ing to see whether the yen would not depreciate 
further. 

The yen continued to fall, while sterling 
remained practically stable. At the end of 1932 
the yen was not worth much more than is. 3^., 
and soon it sank to about is. zd., where it 
remained during 1933 and 1934. 
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Many Japanese export goods valued at 1,000 
yen which had cost ^100 at par, were suddenly 
worth a little less than on British markets. 
Their gold price had dropped from $500 to 
$175. Gradually exports began to revive and 
the boom started. 

In relation to sterling the yen had fallen by 
more than 40 per cent, in relation to gold by 
about 60 per cent. 

To what extent can this 40 or 60 per cent cur¬ 
rency advantage really be exploited by Japanese 
exporters against their foreign competitors ? 

To what extent does the depreciation of the 
yen stimulate exports, or, in other words, con¬ 
stitute an ‘ export premium ’ or bounty ? 

The theoretical answer to this question would 
be : to the extent to which the domestic pur¬ 
chasing power of the yen remains higher than 
its foreign, depreciated value. 

The practical answer, however, cannot be 
formulated briefly or in exact figures. Let us 
try to find the practical answer by determining 
the influence of the depreciation of the yen on 
the various costing factors contributing to the 
total price of Japanese export goods. 

THE EXTENT OF THE EXPORT 

PREMIUM 

Obviously, Japan must now pay more for 
foreign raw materials in depreciated yen than she 
paid in gold yen. And, as has been pointed out, 

8 
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two-thirds of the raw materials contained in 
Japanese export goods are purchased abroad. 

For this reason it is often assumed that Japanese 
exporters of, say, cotton, wool or rubber goods, 
are losing some of the financial advantage they 
would otherwise derive from the depreciated 
currency. This is not the case. For when a 
raw material needed for the manufacture of an 
exported article is a world-market commodity— 
such as cotton, wool or rubber—the competition 
between the exporters of the finished product is 
normally confined to the margin between the price 
of the finished product and the price of the raw 
materials used in its manufacture. 

All manufacturers of cotton, wool or rubber 
goods must, of course, pay the same price—^that 
is to say the world-market price—^for the same 
raw material, regardless of the currency in their 
own country or in the country in which the raw 
material is purchased. 

These manufacturers must include in the total 
price quoted to their customers the same price 
for the raw material used, no matter in what 
currency their goods are offered for sale. 

The higher yen-costs for world-market raw 
materials are therefore not a negative but a 
neutral factor in Japanese export competition. 
They do not affect the essential factor in inter¬ 
national competition—the margin between the 
price of raw materials and the finished product. 

Such world-market raw materials as raw silk 
or copper, which are produced in Japan, are also 
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a neutral factor in the international competition 
as far as Japanese exporters of finished products 
are concerned. For raw silk, which is now so 
cheap, can be bought in Japan at the same price 
by British or American manufacturers of silk 
goods as by their Japanese competitors. And 
Japanese copper normally follows world-market 
prices by increasing the prices quoted in depre¬ 
ciated yen. 

The freight charges for world-market raw 
materials, however, are the first item entering 
into the margin for which there is international 
competition. In so far as Japanese ships are 
used to import raw materials the depreciation 
of the yen is an advantage to Japanese manu¬ 
facturers. For the large Japanese merchant 
fleet, subsidized by the State, virtually extends 
the territory of domestic transport, where the yen 
has practically retained its value, to the whole 
world. On the whole, the depreciated yen can 
to-day buy more shipping space than the current 
equivalent in sterling or gold. This is true not 
only of imports of raw materials but of exports 
of finished products as well. As far as freight 
charges are concerned, therefore, the deprecia¬ 
tion of the yen works almost fully as an export 
premium. 

A second item entering into the margin for 
which there is internation^ competition, are such 
raw materials and materials needed in the manu¬ 
facture of export goods which, for various 
reasons, are not as much subject to international 
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price arbitrage as are, for instance, cotton, 
rubber, copper, &c. In other words, these raw 
materids are not world-market products but the 
products of sheltered national industries: they 
include raw materials used in the manufacture of 
potteries, various chemicals, building materials, 
coal, iron, &c. Indirecdy, however, the prices 
for these materials are somewhat influenced by 
world markets, and for various domestic reasons 
these prices have increased in Japan by an average 
of 30 per cent since the depreciation of the yen. 
This means that actually the depreciated yen Purchases a little less of these materials than can 

e bought for the equivalent in sterling or gold. 
For these products of sheltered national industries 
the depreciation of the yen, at the end of 1934, 
constituted an export premium only to the extent 
of about 50 pet cent. 

The third and most important item entering 
into the margin for which there is international 
competition, an item which is often more than 
JO per cent and sometimes not much less than 
100 per cent of that margin, are the wage costs. 
Wages have not been affected by the outward 
depreciation of the yen, or better said : the wage 
decreases outweighed the wage increases, which 
occurred chiefly in the metal and armament trades. 
Since the abandonment of the gold standard, that 
is to say from the end of 1931 to the end of 
t934j wages decreased on an average by 8 per 
cent, despite the fact that living costs in Japan 
during the same period increased by about ij 
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Eer cent. The yen of the Japanese worker has 
een depreciated, but the wage-yen of the 

Japanese manufacturer buys slighdy more labour 
to-day than it did in 1931. 

As fax as wages are concerned, therefore, the 
depreciation of the yen is fully exploited as an 
export premium. 

The fourth and last item entering into the 
margin for which there is international com¬ 
petition are the machinery, overhead and capital 
costs of production. On the whole, the costs 
for new machinery have risen. Even for foreign 
machinery, however, these costs have hardly kept 
pace with the fall of the yen, because the Japanese 
market for foreign machinery is shrinkmg and 
competition has frequendy forced down prices 
in sterling or gold. Rents, salaries, and taxes 
have remained unchanged, and in 1955 only the 
excess profits tax is to be increased. Higher yen 
payments on foreign debts are important only in 
isolated cases, and money rates in Japan have 
decreased. In this section, too, the purchasing 
power of the yen is about as great as it was 
before the depreciation. 

The depreciation of the yen constitutes a 
premium on exports in the following degrees: 

wage costs : 
to the full extent of the depreciation 

machinery, overhead, &c., costs : 
almost to the full extent 

cost for domestic materials: 
to about half the extent 
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freight costs: 
almost to the full extent. 

It is obvious, therefore, that, whatever the 
costing factors of Japanese export goods, the 
Japanese exporter enjoys a great exchange 
advantage over his foreign competitor. 

WHO PAYS FOR THE PREMIUM ON 

EXPORTS ? 

To a certain extent this export premium pays 
for itself by increasing the turnover and the 
profits of Japanese export industries and by 
stimulating trade throughout the country. To 
an even larger extent, however, other economic 
groups have to pay the cost of the advantages 
gained by the exporters. 

The rise in yen prices of foreign raw materials 
is a neutral factor for the export industries ; for 
Japanese consumers, however, who need finished 
articles manufactured largely from foreign raw 
materials this rise is a great burden, especially 
as their incomes are unchanged unless for the 
worse. 

Furthermore, the Japanese export trade is not 
concerned with rising costs of living, for so far 
they have not affected wages. And even the 
rise in prices of certain domestic materials means 
only a small decrease in the export premium. 
Domestic consumers, however, are seriously 
affected by both rises. 

Japan has suffered more from the depreciation of 
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the yen than Great Britain has from the fall of the Eound, not only because the fall of the yen has 
een greater, but also for two other reasons : 
In England the depreciation of the currency 

is compensated for not only, as in Japan, by an 
increase in exports, but by the protection it affords 
to domestic British markets against foreign com¬ 
petition, for the depreciation of the pound has 
had the same effect as a raising of the tariff. In 
Japan the disadvantages connected with the 
depreciation of the yen were not counteracted in 
this way, because her inland markets were already 
protected by high customs duties and by in¬ 
grained habits of consumption. 

Though English consumers paid higher ster¬ 
ling prices for foreign raw materials after the 
currency depreciation, the overhead charges for 
domestic consumption goods, and sometimes 
their sale prices, decreased as production for 
export increased. In Japan, on the other hand, 
such an adjustment did not occur to the same 
extent, because industrial concerns manufactur¬ 
ing for domestic and foreign trade, are less often 
identical than they are elsewhere. 

As these developments indicate, Japan did not 
depreciate her currency easily or with the inten¬ 
tion of stimulating her export trade, any more 
than England did. These facts also prove that 
the currency depreciation has not been of suffi¬ 
cient advantage to Japanese industry and trade 
as a whole for the experiment to be repeated 
merely to increase the export trade. 
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For actually the yen-depredation became only 
eflfective as an export premivim because teal wages 
wete decreased. Should a further lowering of 
real wages prove necessary, it could probably be 
attained more easily and more cheaply by a change 
in domestic policy than by a further decline of 
the yen which, apart from all other evUs, would 
increase the artificial barriers against Japanese 
exports. 

THE FUTURE OF THE YEN 

Is it probable that imperative reasons will again 
cause a fall of the yen, and that the Japanese 
export premium will thus be increased ? 

To answer this question, the foreign and 
domestic financial situation of the country must 
be considered. 

Japan’s international balance of payments, 
which reflects the state of her foreign finances, 
was always precarious. War contributions, 
foreign loans raised after military victories, and 
lastly, enormous profits during the World War, 
were the extraordinary means by which her 
recurring difficulties were overcome and un¬ 
favourable fluctuations of the yen avoided. The 
considerable loss of gold which the Bank of 
Japan suffered towards the end of 1951 im¬ 
mediately before the fall of the yen, meant that 
Japan had exhausted the financial windfall 
acquired during the World War. 

Contrary to her former victories, the ‘ Man- 
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chutian incident ’ brought in its train no financial 
benefits. On the contrary, it has so far proved 
a burden. Nor does the present export boom 
mean a new financial windf^l, for Japan has had 
particularly large payments abroad to meet during 
recent years for stock reserves of certain raw 
materials. Even rising exports could never quite 
keep pace with imports bought in pursuance of 
her military policy for ‘ emergencies ’. 

Nevertheless, Japan has succeeded in adjusting 
her balance of payments without credits from 
abroad. And her foreign debts are not much 
greater than her assets in foreign countries, 
though these are chiefly ‘ frozen ’ in Manchuria 
and China. 

Unless unforeseen losses occur, Japan’s foreign 
finances should not necessitate a further depre¬ 
ciation of the yen in the immediate future. The 
margin of safety, however, is small, and a sudden 
decrease in exports might result in a weakening 
of the yen, if, at the same time, for military and 
political reasons, imports of raw materials were 
increased beyond the normal domestic and manu¬ 
facturing demands. 

When Japan came off the gold standard in 
1931, external circumstances supplied merely the 
last impetus, while internal causes were chiefly 
responsible for the depreciation. In the same 
way the future movement of the yen will de¬ 
pend largely upon the financial policy of Japan’s 
rulers. 

The estimates for the Army and Navy in the 
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Budget 1955-6 amounted to nearly 50 per cent 
of the record Budget of over 2,000,000,000 yen; 
this is exactly twice as much as the Services 
used in the average of 1922-32. They actually 
received one-fifth more than the total revenue 
of the State from taxes and import duties. 

The expenditure of Army and Navy strongly 
influences Japan’s international balance of pay¬ 
ments. On the amount of the Army and Nayy 
estimates depends the measure of raw materid 
imports for armament purposes. At present 
these purchases seem to be mainly responsible 
for the large excess of imports over exports. 
The amount available for Manchukuo also 
depends on the size of the estimates of the fight¬ 
ing Services. In the interests of the stability of 
the yen Mr. Takahashi, the Finance Minister, 
early in 1935 protested against the large sums 
ear-marked for Manchukuo. At the same time, 
however, Mr. Hayashi, the Minister for War, 
stated in the Diet that ‘ it would be impossible 
to guarantee that the sum allotted would be 
sufficient for the needs of the Army ’. 

INFLATION ? 

Japan’s Government finances, too, have always 
depended upon occasional windfalls. The boom 
during the World War was the last windfall of 
this kind. The reserves left over from these 
fortunate times, reserves which took the form of 
a surplus from old Budgets, helped to balance 
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the new Budgets until shortly before the currency 
devaluation. When these reserves were ex¬ 
hausted, retrenchment became doubly neces¬ 
sary. 

After Japan abandoned the gold standard. 
Government expenditure rose rapidly. For the 
necessity, or the wish, to increase that expendi¬ 
ture had been one of the chief motives for 
leaving gold. As ordinary State revenue, on the 
other hand, did not increase but declined some¬ 
what, Budget deficits rose sharply. From this 
time onwards, an annual average of a third of 
the total Government expenditures had to be 
financed by the issue of public loans. The 
greater part of the income from these loans was 
spent on armaments and on interest on former 
loans; a small proportion of this income was 
spent on agricultural relief, which was never 
sufficient. 

From the end of 1931 to the end of 1934 the 
internal debt of the State was thus doubled to 
almost 9,000,000,000 yen. It will probably con¬ 
tinue to increase during the next few years, for 
any considerable curtailment of Government 
expenditure, or substantial increase in revenues, 
are not probable. 

Despite these inflationary policies, there are no 
symptoms in Japan which would indicate that 
a real inflation exists. The circulation of notes 
has not increased to any marked extent. On the 
contrary, in relation to the average activity of 
trade and to the yen value of the total turnover 
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it has decreased and is now lower than it was 
before the depreciation of the yen. It is mote 
correct, therefore, to speak of the financial 
situation in Japan as a continuing deflation. 

This paradoxical situation is easy to explain: 
Japan’s economic life is virtually divided into 

two camps, which develop independently of each 
other. The larger, semi-feudal section, com¬ 
prising agriculture and sericulture, sm^l and 
medium-sized industries and the retail trade are 
suffering an acute depression. These branches 
of trade and manufacture are now hardly able 
to obtain credit; they are hit by low prices and 
heavy debts ; in short, they pay interest to the 
modernized section of trade and industry, which 
is generally prosperous. In this modem camp 
more or less large profits are being made by the 
armament plants, by the export industries, by 
the banks and financial concerns. Though as 
great a proportion of these profits as possible is 
re-invested, considerable ‘ liquid ’ capital remains 
in the banks, which are also accumulating the 
interest payments of the semi-feudal section. 
For all this surplus capital almost the only safe 
and paying investment at present are Govern¬ 
ment bonds, which still pay a relatively high rate 
of interest. These bonds are therefore a blessing 
for large financial interests. 

.The second cause for the deflationist results 
of Japan’s inflation policy is the successful pre¬ 
vention of a general rise in wages and salaries, 
and, as far as possible, of prices. The former 
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is made possible without artificial means by the 
oversupply of labour ; the latter by the chronic 
depression of agriculture. Thus the inflation 
does not exist except in the records of the banks 
and it stops before it reaches the consumer or 
the printing presses. The internal value of the 
yen not being lowered by wage or price increases, 
a real inflation has been avoided—at least for the 
time being. 

The day of reckoning must come, however, 
for the thousands of millions spent by the 
Government on armaments and other expendi¬ 
tures will have to be met eventually. 

Perhaps this day of reckoning will be as 
pleasant as Japan dreams that it may be; when 
world prosperity has replaced world depression; 
when exports of finished products, as well as of 
raw silk, increase in price and in quantity; when 
the domestic demand has risen; when invest¬ 
ments in Manchuria have proved profitable; 
when, in fact, conditions have so improved that, 
with or without an increase in taxation, Japan 
will be in a position to pay her accumulated debts 
from a well-balanced Budget. 

But the day of reckoning may be very stormy : 
these hopes may not be fulfilled. The capital 
market may no longer be able to absorb large 
loans ; industrialists may be frightened, or need 
the capital, and withdraw their money from the 
banks; it may be necessary to use the printing 
presses ; prices and wages may no longer be held 
back. Then the ‘ ben^cent ’ inflation may turn 
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quickly into a ‘malignant’ inflation, as some 
sceptics already fear it may. It may even get so 
fat out of control as to cause a further depre¬ 
ciation of the yen which might no longer be an 
advantage. 



CHAPTER SEVEN 

POLITICS AND ECONOMICS 

IS IT STATE ASSISTANCE? 

Three successive wars brought Japanese 
industry into existence; two successive 
national emergencies sharply accelerated 

its development. For five decades, in an almost 
mathematical rhythm of ten-year periods, one 
extraordinary stimulus to industry followed 
another: 

The Chinese War of 1894-5, which made the 
first industrial demands on the country, began 
this development. After centuries of trance in 
economic feudalism Japan had just laid the foun¬ 
dations of a modem industrial life. The vic¬ 
torious war gave her new territory, war indemni¬ 
ties, a new spirit of enterprise, prestige and 
foreign credits. 

The war with Russia in 1904-5 made still 
greater industrial demands on Japan, but she 
was now better prepared to meet them. The 
victory over a Great Power brought new ter¬ 
ritory and enhanced influence, increased both 
her self-confidence and her foreign credits, and 
caused another industrial expansion. 

“7 
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The World War of 1914-18 laid open the 
world’s markets for Japan; she was over¬ 
whelmed with foreign orders, and she had a 
completely free hand in the Far East. The 
victory of the Allies again won for her new 
territory and greater influence. During the war 
she had developed a really modern industrial 
system and had accumulated large capital reserves. 

In 1923 earthquake and fire destroyed most of 
Yokohama and Tokyo, the least industrialized 
of her large cities. The disaster enabled the 
Japanese to modernize these cities when they 
were rebuilt and to make improvements which 
would otherwise have been impossible. The 
reconstruction of two of her largest cities created 
work on a huge scale in Osaka, Kobe, Nagoyas 
and other industrial centres. Japan’s industry 
was again tremendously stimulated, and this 
happened at a time when a crisis of over-produc¬ 
tion was threatening to paralyse her commerce. 

The ‘Manchurian Incident’ of 1931 was the 
second national emergency, which stimulated 
industry quite as much as the earthquake had 
done. The influence of this ‘ incident ’ is still 
felt and will, according to official opinion, 
reach its climax in 1935-6 in connexion with 
the naval problem, and the threat of a great war. 
This stimulus, as on previous occasions, appeared 
at a time when the people were materially and 
morally exhausted, and it is driving industry to 
tremendous, though dangerous, heights of 
expansion. 
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The Japanese Government directed industry 
in each of these eventful situations. To a 
certain extent industry was called up each time 
for patriotic service, and controlled by the State. 
The periods between these national events being 
short, industry did not grow accustomed to 
freedom; besides, even during these intervals of 
rest State control remained strong and stubborn. 

In Japan, State and industry md not develop 
side by side as they did in other countries. 
When Japan was awakened by foreign gxms in 
1853, the State, during domestic struggles lasting 
for decades, first modernized itself, and then 
began to modernize industry. At the same time 
it began to produce modern arms and a modern 
fleet. Japan’s governmental machine and her 
military development were always a few paces 
ahead of her industry. 

It was the State which gradually made ‘ capi¬ 
talists ’ out of a small, heterogeneous, inefficient 
and not very wealthy group of merchants, feudal 
lords and unemployed officers, who were in¬ 
structed to accumulate investment capital and 
to develop industrial initiative. The State built 
model factories, banks and railways, and counter¬ 
acted the lack of activity and experience in the 
country with subsidies and good advice. The 
State taxed agriculture so that industry could 
develop. The State sent suitable men to Wes¬ 
tern schools and universities, for the great 
Emperor Meiji had said: 

* Knowledge from all parts of the world shall 
9 
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be made use of so that the State will be made 
strong and secure.’ 

Leadership within the State gradually changed. 
First the Army and the Navy came of age, then 
finance and industry. The fighting Services and 
industry, originally creations of the bureau¬ 
cracy which—^with the Imperial authority in 
the background—^had created the new State, 
gradually became its partners. Both the fight¬ 
ing Services and industrialists gained influence 
and power, and neither predominated. The civil 
service, which still likes to indentify itself with 
the State, has retained influence by mediating 
between the two powerful and antagonistic 
interests. 

As military ideas could prevail only in war 
periods, and economic interests normally inclined 
towards liberalism, the Government’s guardian¬ 
ship of industry gradually slackened. But it 
never disappeared altogether, and as political 
parties, more or less closely associated with 
economic interests, came into disrepute. Govern¬ 
ment interference again increased. It was en¬ 
couraged by the military circles, whose power has 
greatly risen since the ‘ Manchurian Incident ’ 
and the opening of the naval discussions. 

MOTIVE FORCES BEHIND ECONOMIC 

POLICIES 

This Government interference in commerce 
and industry resulted from misgivings concern- 
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ing foreign policies of other countries and from 
recurring humiliations and dangers, real or 
imaginary, which Japan met by strengthening 
and preparing industry for emergencies. It 
seems necessary to enumerate these emergencies 
briefly, for in the West there is a habit of seeing 
only Japan’s tremendous military and economic 
successes, and to think that she ought to be quite 
content. Japan’s failures, which are felt quite 
as keenly and sincerely as her successes, are often 
forgotten. Yet these failures are closely con¬ 
nected with her successes; they were, in fact, 
the price she was forced to pay for her progress. 

The enforced opening up of the country gave 
Japan an opportunity of modernization, but, as 
a result. Western powers inflicted humiliations 
on her which she has never forgotten. Some 
of these, like the demand for extraterritorial 
rights, and the refusal of customs autonomy, 
happened within living memory. 

Her victory over China was followed by the 
interference of Russia, France and Germany, 
who deprived Japan of her most valuable booty, 
the Liaotung Peninsula, her first foothold on the 
Asiatic Continent. 

Nor could Japan really exploit her victory over 
Russia, because America intervened. Japan was 
forced to forgo a war-indemnity as well as a foot¬ 
hold in Manchuria and on Northern Sakhalin. 

The Versailles Peace Conference refused to 
grant to the victorious ally the ardently desired 
proof of ‘ race equality ’: it deprived Japan of 
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the laiirels of Shantung won against Germany 
in China. 

The Washington Naval Conference forced 
Japan to surrender her valuable alliance with 
England, to leave the Russian territories which 
she had occupied, and to renounce naval equality. 

Japan’s most recent international successes, 
the creation of her foster-state Manchukuo, and 
her great gains in international trade, are still 
being challenged. 

Japan has always believed that the world was 
hostile towards her and envious of her progress. 
And her conviction has grown that the only 
solution of her difficulties would be expansion 
on the continent of Asia, in the Pacific, in the 
whole wealthy world which lies beyond her 
small over-populated islands. 

The ever-threatening deadlock between do¬ 
mestic pressure and outward resistance has been 
mainly responsible for the breathless pace of 
Japan’s industrial progress, and for the State’s 
far-reaching influence on industry. 

Such is the background of State assistance in 
Japan. It should be realized that Government 
influence on industry will increase—and may per¬ 
haps become absolute control—in proportion as 
Japan’s domestic and foreign difficulties increase. 

FEW SUBSIDIES, BUT- 

In the West it is often claimed that some 
Japanese export trades are directly subsidized 
by the Government. This is not the case. 
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The Tokyo Oriental Economist stated in August 
1934 : ‘ The fact should not be overlooked that 
the advance of our exports is due in a great 
measure to the concerted efforts of Government 
and people for many years past.’ 

What are these ‘ efforts ’ of Government ? 
The subsidies to shipping, amounting to 

10,000,000 yen a year, are the only important 
direct financial subsidies. This shipping sub¬ 
sidy is meant to assist a ‘ scrap-and-build ’ 
policy. Subsidies of this kind are not un¬ 
usual to-day, and several countries contribute 
even more generously to their merchant fleet. 
The Japanese export and import trades, how¬ 
ever, undoubtedly derive considerable bene¬ 
fits from these subsidies, which are skilfully 
allotted. 

The young motor-car industry, so important 
from a military point of view, is subsidized, but 
not heavily. All other subsidies to industry, 
which probably amount altogether to less than 
the shipping subsidy, are granted only in the 
form of indirect encouragement. 

The Japanese Government no longer grants 
cash allowances to individual industries; nor 
does it now establish new industries on its own 
account. To-day Japanese industry can stand on 
its own feet. Government-owned enterprises 
are confined to tobacco plants, railway works, 
&c. Even the large iron and steel works, 
which were under Government control for 
decades, and the development of which was the 
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most expensive, the longest and the most disap¬ 
pointing industrial experiment undertaken by the 
State, have recently been made independent. 
The Government, however, still retains its share 
of capital and influence. The natural conditions 
of the iron and steel industry being as unfavour¬ 
able as its importance to national defence is 
great, it continues to enjoy freedom from taxes 
despite the rise in prices, and in some cases, in 
profits. 

Apart from financial subsidies the Gov¬ 
ernment assists industry by the following 
means: 

In the first place by the tariff policy. High 
customs duties provide many industries, strong 
enough to supply home markets, with a more 
or less complete domestic monopoly; and other 
industries are at least stimulated to further expan¬ 
sion. These semi-monopolies are particularly 
effective, as an important part of Japanese home 
consumption consists of specifically Japanese 
goods, which are outside international competi- 
.tion. Since 1911, when Japan’s customs auton¬ 
omy was recognized by the Western Powers, 
import duties, which had been kept at the 
minimum level, have sharply advanced. Recently 
the Government Was given power to introduce 
reprisal duties on certain foreign products up to 
200 per cent. This method of State assistance, 
too, is not very different from those applied by 
other countries. 



POLITICS AND ECONOMICS J2f 

GOVERNMENT ORDERS 

The Japanese Government, furthermore, is 
an important customer of domestic industries. 
The relatively low purchasing power of the 
people is somewhat counteracted by the Govern¬ 
ment’s steady demand for arms and munitions 
and for commodities needed in public works. 
The State’s influence as a consumer is very great. 
In this connexion it may be important to know 
the relative importance to Japanese industry of 
exports. Government purchases, and private 
domestic consumption. 

‘ In recent years, more than 20 per cent of the 
whole manufacturing output has become depend¬ 
ent on foreign consumers,’ Mr. Kimura, the 
Director of the Japanese Chamber of Commerce 
and Industry, wrote in a magazine article late in 
1934 ; and Dr. Takeuchi, the economist of the 
Tokyo Chamber of Commerce and Industiy, in 
his book Exporf Control, which was published 
only in Japanese, places this figure at 22 per 
cent. Comparing production and export statis¬ 
tics the latter figure seems correct; 93-3 per 
cent of potteries and porcelain are sold to foreign 
customers ; 76-2 per cent raw silk, 51-6 per cent 
cotton textiles, 51-5 per cent hosiery, 45 per cent 
rayon textiles, 19-7 per cent silk textiles, 17 per 
cent woollen textiles, 3 3 per cent electric bulbs, 
&c. 

Government purchases of industrial products 



126 MADE IN JAPAN 

can be roughly estimated from the Budget. 
More than half of the present expenditure is 
for salaries, pensions, payments of interest on 
loans, &c. Of the other half, which includes 
expenditures for arms and munitions, building 
materials, commodities needed for State railways, 
&c., between 750,000,000 and 900,000,000 yen 
are paid annually to domestic industries. TTiis 
sum would represent between 14 per cent and 
16 per cent of the production value of manufac¬ 
turing industries. The following distribution of 
sales would therefore result: Government pur¬ 
chases, 14-16 per cent; orders from abroad, 
22 per cent; private home consumption, 62-64 
per cent. 

When, however, the purchasing power of civil 
servants, soldiers and sailors—all consumers 
directly dependent upon the State—is taken into 
consideration, the private domestic market is 
probably smaller than the above figure would 
indicate; it may, in fact, absorb less than half 
the total production. This argument may have 
taken us out of our way, but it serves as a 
background for an understanding of present 
tendencies aiming at a reorganization of Japanese 
industry on the basis of State Capitalism, which 
will be discussed in greater detail later. 
* The importance or the large State orders to 
Japanese industry, and to the strengthening of 
her international competitive ability, will be 
further illustrated by the following quotation 
from the annual report for 193 3 of the Yokohama 
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and Tokyo Foreign Board of Trade: ‘ In addi¬ 
tion to high tariff barriers the Government, when 
placing orders, gives an absolute preference to 
home-made goods, regardless of price.’ Again, 
this is by no means a Japanese peculiarity. 

LOW TAXES 

The Government’s financial policy supports 
industry’s international competitive ability. As 
compared with other countries, industry is not 
heavily taxed in Japan. 

In the first place, even to-day, agricultural 
taxes are relatively higher than industrial taxes. 
The Imperial Agricultural Society recently com¬ 
piled comparative figures, showing the national 
and provincial taxes imposed on agriculture and 
on industry. These figures indicate that agri¬ 
cultural taxes on an annual income of 2,000 yen 
are two and three quarters times as high as the 
taxes on the same income earned in industry or 
trade. An agricultural income of 5,000 yen is 
taxed twice as heavily ; and the taxes on one of 
100,000 yen are three-quarters higher in agricul¬ 
ture than in industry or trade. 

In the second place, in Japan, where the family 
system prevails, expenditures for social welfare, 
which are so important in the budgets of Western 
countries, ate almost unknown. Japan is not, 
furthermore, burdened with war debts, the 
interest payments on which are the second 
largest item in Western Government budgets. 
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And, as has been said, the extraordinary expendi¬ 
ture resulting from the ‘ Manchurian Incident ’ 
and the increase of naval armaments have not 
been paid by an increase in taxation, but by 
loans. The two-thirds of the Japanese Budget 
which are met by ordinary revenue are chiefly 
derived from indirect taxes, customs duties, the 
Post Office, railways and monopoly enterprises. 
Direct taxes, including income, land, business 
profits, capital interest and inheritance taxes, 
covered only 14 per cent of Government expend¬ 
iture in 1934. 

This system of taxation is obviously directed 
quite consciously towards the development of 
Japan’s industry and commerce. 

The income tax for individuals is 2 per cent 
on an annual income of over 1,200 yen. The 
scale rises gradually to 13 per cent on incomes 
of over 20,000,21 per cent on incomes of 100,000, 
and up to 36 per cent for an annual income of 
more than 4,000,000 yen. 

Corporations pay 5 per cent income tax and 
3-4 per cent business profits tax. Besides, an 
excess profits tax of 4 per cent is paid by cor¬ 
porations with an annual profit of more than 10 
per cent of the capital. This tax rises to a maxi¬ 
mum of 20 per cent for that proportion of the 
income which amounts to more than 30 per cent 
of the capital. The excess profits tax has been 
increased in the 1935-6 Budget. 

The regulations governing the tax-free redemp¬ 
tion of fixed capital provide for ‘ metal ma- 
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chinery ’ to be redeemed within twenty-five years, 
and ‘ metal tools ’ within thirty-five years. 

The total annual taxation—State, provincial, 
municipal—in Japan is about i8 yen per head 
of the population (£i i6j-. at par; £i at the 
present rate of exchange). That is about one- 
twentieth of the average British taxation. And 
this despite the fact that at present Japan is 
spending, at par, almost as much as Great 
Britain on her national defence. 

GOVERNMENT CREDIT 

Already in the early stages of modernization 
the rapidly expanding private banks helped the 
State to finance industry. Contrary to British, 
and similar to German, practice, private banks 
in Japan were closely—often too closely— 
connected with industry from the very beginning. 
The Government organized agricultural and 
industrial credits by founding and supporting 
special banks, which provided money for small- 
and medium-sized enterprises. That was usu¬ 
ally done by mortgages, but other methods of 
credit were introduced as well. To a certain 
extent the State’s special banks restrained the 
monopolist tendencies of the large private banks. 

A number of special banks were organized: 
the Yokohama Specie Bank, dealing with foreign 
exchange business ; the Hypothec Bank of Japan; 
the Industrial Bank of Japan ; many agricultural 
and industrial banks; and finally the Cen- 
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tral Chest for Industrial Associations. To¬ 
day deposits in the special banks amount to 
about one-sixth of the deposits in ordinary banks; 
the general loans and discounts of the special 
banks are about two-thirds, and their invest¬ 
ments about one-half of those of ordinary banks. 

The special banks, the paid-up capital of which 
is about a third of that of ordinary banks, work 
largely with capital derived from the issue of 
bank bonds. Most of the debentures of these 
banks are in the hands of the ‘ Deposit Bureau 
of the Department of Finance ’, which, with the 
Bank of Japan, functions as a central bank and 
deals chiefly with the huge deposits of the Post 
Office Savings Bank, which the Deposit Bureau 
controls. 

Despite all State support, credit has always 
been expensive in Japan, because the total 
capital accumulated has been wanted for industry. 
Recently, however, Japan’s international com¬ 
petitive ability has improved in this field, too. 
The Government’s ‘ beneficent inflation ’, which 
is confined almost entirely to bank credits, has 
caused money rates to decrease. Call money has 
cheapened on an average by one-half; discounts 
by one-fifth; and commercial bank loans by 
about one-seventh. At the end of 1934 the 
rates for the last two, however, were still from 
5-5 to 6 per cent. 

These averages, moreover, conceal very high 
costs of accommodation for a number of small 
and some medium-sized industrial enterprises. 
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as well as the extraordinarily high rates for agri¬ 
cultural credits, while often very comfortable 
rates are granted those large enterprises which 
are closely associated with large miancial con¬ 
cerns or belong to them. The following figures 
show how expensive credit was for small- and 
medium-sized enterprises at the end of 1954: 
A medium-sized private bank demanded 9-85 
per cent per annum on loans under 2,000 yen; 
the semi-official Hypothec Bank of Japan de¬ 
manded 6- 8 per cent for small and medium loans 
on a mortgage. The semi-official Industrial 
Bank of Japan asked 7-5 per cent per annum for 
loans on a mortgage amounting to less than 
100,000 yen; and 8 per cent per annum when 
there was no mortgage. These rates are pos¬ 
sible despite the Bank of Japan’s official bank 
rate of 3-65 per cent for commercial bills. 

STATE ENCOURAGEMENT OF 

ORGANIZATION 

Two forces are at work reorganizing and 
amalganaati^ Japanese industry, which is still 
dmde Jup mto countless competitive enterprises. 
The first are the great financial concerns, which 
will be discussed later. The second force is the 
Government, which is following Germany’s 

hy co-ordinating the many independent 
small- and medium-sized concerns. 

This means that trusts and cartels are being 
developed simultaneously, and in recent years 
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the State has encouraged the formation of cartels 
by legislative measures. 

Two laws were passed; one affects all important 
branches of industry, both home and export, 
the other directs particularly the promotion of 
export associations. 

Nearly 500 industrial associations have been 
formed under the first Law, including some 
which have been reorganized and officially 
recognized. According to the Oriental Economist 
the functions of these associations are as follows : 

Survey of productive facilities of members ; designa¬ 
tion of caw and partly manufactured materials ; produc¬ 
tion control and price fixing; establishment of co-opera¬ 
tive institutions and lending of machinery for lowering 
production costs ; finishing and distribution of products 
of member-firms on a co-operative basis; co-operative 
purchases of raw and partly manufactured materials; 
accommodating operation funds ; technical advice regard¬ 
ing business management. 

At the end of 1934, sixty-seven organizations 
were functioning under the Export Guild Law. 
Some of them include member-firms exporting 
the same product; others, firms exporting to 
the same markets; others, both; and their 
membership consists of varying numbers of large-, 
small- or medium-sized enterprises. There is, 
for example, a general ‘ Bicycle Export Associa¬ 
tion ’, a general ‘ Cotton and Rayon Textiles 
Export Association ’, a ‘ Textile Exporters’ As¬ 
sociation of Nagoya ’, an ‘ Association of Expor¬ 
ters of Cotton Tissues to British India ’, a ‘ Japan- 
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Near East Export Association of Osaka’, a 
‘ Japan-Africa Export Association of Osaka and 
an ‘ Association of Exporters of Medicines to 
Central America 

The usual aims of these associations are all or 
some of the following : fixing export quantities 
or prices according to markets; inspection of 
export shipment and enforcement of a fair stan¬ 
dard of quality; maintenance of agents abroad; 
investigation of new markets; advising inex¬ 
perienced exporters ; elimination of middle-men 
causing a reduction of sales prices ; negotiating 
sales tor members; or outright buying from 
members and direct selling to foreign customers. 
The Bicycle Association has even sent Japanese 
families as settlers to Borneo, Java and Sumatra, 
who, apart from their regular trade, act success¬ 
fully as agents for bicycles. 

The system of quotas for each member varies 
greatly. This is an example : maximum exports 
and minimum prices for different markets are 
fixed every quarter. Nine-tenths of the total 
exports are allotted to the various members in 
accordance with the percentage amounts they 
exported during the preceding year. These 
allotments can, however, be exceeded by 20 per 
cent, provided a special commission is paid to the 
association. If the member in question has 
orders beyond this 20 per cent, he can be granted 
a further allotment up to the remaining tenth 
of the total, as far as it is not yet distributed 
among new members. 
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Goveminent subsidies are granted to both 
types of associations. During recent years these 
subsidies have amounted to several million yen. 
One of the special purposes of these Government 
subsidies is ‘ to cover part of the expenses of 
foreign agents ’. 

Both types of association are relieved of all 
taxes. For both, low interest loans (mostly 
under 4 per cent) are available in the Deposit 
Bureau of the Department of Finance and in the 
special banks. The Government also guarantees 
loans obtained from the banks for co-opera¬ 
tive purposes. It should also be mentioned in 
this connexion that an Export Indemnity Law 
makes the Government responsible up to 70 
per cent for losses suffered by certain banks as a 
result of export ventures, especially when they 
are in countries which are new buyers of Japanese 
goods. Under this scheme export bills for 
millions of yens have been discounted by banks. 

In both t5rpes of associations membership may 
be declared compulsory by the State. Outsiders 
can be forced to join and members must follow 
the decisions of the majority. So far the prac¬ 
tical application of these Laws has been rare. 
At present the Government is not considered 
very powerful as far as industry is concerned, and 
within the Government the Department of Com¬ 
merce and Industry, directly responsible for the 
application of these Laws, is not very influential. 
Often the large and powerful concerns or their 
affiliated companies are the offenders against 
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whom the smaller competitors seek protection. 
Quarrels within the cartels and other associations 
are not unusual. Often production quotas are 
fixed, but in many cases they are not observed, 
or they displease a number of producers. Often, 
too, the efforts of the export associations are 
counteracted by outsiders, who have recently, 
for instance, tried to manufacture in Corea and 
to export from there in competition with the 
associations. 

Cartels have nevertheless already benefited a 
number of industries. The movement is grow¬ 
ing and has spread to the medium-sized industries. 
These associations are quite rightly called guilds, 
and it is not unimportant for their future that 
guilds have an old and a sound tradition in Japan. 
The associations would undoubtedly flourish 
if a ‘ strong ’ Government came into power, 
such as a Government controlled by military 
interests. The existing Laws need only be more 
rigidly applied in order to create a corporate 
economic system. 

The development of these associations is not 
harmful to Japan’s international competitors. 
On the contrary, they usually tend to curtail 
excessive price cutting, which is as harmful to 
her competitors as it is to the Japanese themselves. 
They also furnish a basis for representation in 
international negotiations on a reasonable regu¬ 
lation of Japan’s export competition. Some of 
these associations, in fact, were organized with 
such negotiations in view. The Association of 

10 
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Exporters of Cotton Tissues to British India is 
an example. If these typically Japanese organiza¬ 
tions could stimulate her Western competitors 
to form similar bodies, world trade might be 
planned and developed on a more efficient basis. 



CHAPTER EIGHT 

MITSUI AND OTHERS 

japan’s most powerful trust ONE enormous concern handles one-half 
of Japan’s exports. Its share in Japanese 
imports is not much smaller, and it is 

said that 60-70 per cent of Japan’s total trade 
with the new State of Manchukuo passes through 
its hands. 

This estimate was given us by an authoritative 
source in Tokyo, but more conservative estimates 
do not fall far below this figure. 

This great power in Japanese economic life is 
the Mitsui concern, still largely controlled by the 
Mitsui family. Only in some of their subsidiary 
firms have the Mitsui offered some shares to the 
public. They have done so less to acquire 
capital—^for the concern is self-sufficient in almost 
every way—than to make their enterprises more 
popular. 

The Mitsui concern is the leading power in 
Japanese export, import and domestic trade. It 
maintains huge wholesale trade organizations, 
dealing in all sorts of products, modern depart¬ 
ment stores, a large merchant fleet, and vast 
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warehouses. More than this, the concern con¬ 
trols a considerable proportion of Japan’s bank 
deposits, and owns large insurance companies, 
which bring to it funds from all parts of Japan 
and from foreign countries. 

The family gave up their feudal rank and titles 
about 300 years ago and exchanged a sword and 
a coat of mail for a yardstick and a pair of scales. 
They began as small traders and money-changers. 
When the country was opened up, and a free 
international exchange of goods began with the 
Restoration, the Mitsuis were the only family 
with reserve capital and business experience— 
even though, judged by present-day standards, 
they were not really rich in either. The family 
co-operated with the new State as advisors and 
creditors. In decades the family repeated, on a 
vast scale, the process it had taken centuries to 
build up on a small scale. 

The family’s retail trade, which had been 
courageously modernized even during the feudal 
age, and which to-day is carried on as a relatively 
modest side-line in huge department stores under 
the name of Mitsukoshi, became a world com¬ 
bine, with branches in many industrial centres 
abroad. And modem Japan’s largest financial 
trust developed out of the Mitsuis’ money¬ 
changing banks, which had consistently refused 
to finance feudal quarrels, but had supported the 
imperial Restoration. 

Trade and credit, however, are only a factor, 
and probably not the most important one, in the 
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Mitsuis’ powerful position. In modern times, 
the Mitsuis have become the largest individual 
industrial enterprise in the whole country. They 
own the largest coal and iron ore mines in Japan 
as well as enormous heavy industries and arma¬ 
ment plants. They own or control shipyards, 
building firms, engineering factories, electro¬ 
technical works, chemical plants, large forests, 
paper and artificial silk factories, cement and flour 
mills, enormous cotton-spinning works, sugar 
refineries, colonial estates, and plantations. In 
almost every branch of industry the Mitsui con¬ 
cern is powerfully represented, or controls a 
large part of the production. 

The tremendous Mitsui trade organizations— 
chiefly the Mitsu Bussan Kaisha, which is pre¬ 
dominantly an export organization—supply the 
concern from without with enormous quantities 
of goods to be added to its own production. 
These trade organizations are the reservoirs for 
all sorts of Japanese products, manufactured 
in all types of plants. Here the products of 
modernized Japanese industry meet the goods 
manufactured in workshops, and those of the 
smallest home industries. Probably every 
marketable commodity manufactured in Japan is 
sold abroad by Mitsui’s world organization, and 
there are few world products imported by Japan 
which are not distributed by this concern. 

Mitsui buys and sells for its own concern; for 
competitors ; for export associations, and for 
the Government. Mitsui is everywhere. 
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The family concern of Mitsui is organized like 
a political unit. For centuries it has had its 
own Constitution, which is periodically revised. 
Every member of the family, which now consists 
of II main and branch lines, must take the 
following oath on this Constitution when he 
comes of age : ^ 

In obedience to the precepts of our forefathers, and 
in order to strengthen the everlasting ancestral foundation 
of the families of our House and to expand the enterprises 
bequeathed by our forefathers, I solemnly vow in the 
presence of the August Spirits of our ancestors that, as a 
member of the House of Mitsui, I will observe and follow 
the regulations handed down in the Constitution of our 
House, and that I will not wantonly seek to alter them. 
In witness whereof, I take the oath and affix my signature 
thereto in the presence of the August Spirits of our 
ancestors. 

MITSUBISHI 

The ‘ State of Mitsui ’ within the State of 
Japan, despite its charities, has more enemies 
than friends in the country. It might not have 
developed as it has if there had not been another 
‘ billion yen group ’ to wage a bitter, uncom¬ 
promising war against it, holding its influence 
in check. And neither might have been strong 
enough to overcome public opposition, if there 
had not been other, lesser, but still important 
industrial groups preventing them gaining a 
monopoly. 

^ The tiaoslation is that of the Mitsui family. 
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Mitsui’s counterpart is Mitsubishi. Mitsui 
means ‘ three wells ’ and is a family name, Mit¬ 
subishi means ‘ three diamonds and the name 
was given to the concern during the second half 
of the last century by its founder, Yatore Iwasaki, 
who, it is said, wanted to establish a living monu¬ 
ment to himself and the two assistants in his first 
business ventures. The two trade marks, ‘ three 
wells ’ and ‘ three diamonds ’, compete with each 
other everywhere in Japan and in many com¬ 
mercial centres of the world. Mitsui is associated 
with the larger political party of the country, the 
Seiyukai; whereas Mitsubishi is usually men¬ 
tioned in connexion with the second largest 
party, the Minseito. Through these parties, and 
through other channels, the two concerns exert 
a great political influence. 

Like the Mitsui concern, the Mitsubishi are 
still largely a family enterprise, but here, too, the 
Baron Iwasaki’s family %nasty remains in the 
background. In both concerns the ‘cabinets’, 
or ‘ brain trusts ’, of the boards of directors are 
the real leaders. Often there are men of genius 
among them, and as powers in their country and 
in the vast spread of their interests they have 
no equal in the world. For Mitsubishi, too— 
though this concern’s foreign trade activities are 
much more limited than those of Mitsui—owns 
one of the largest banks in Japan which, together 
with its insurance companies, provides the con¬ 
cern with outside capital. Mitsubishi, too, has 
enormous interests in mines, heavy industries. 
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and shipping. The concern owns the most 
important Japanese shipping line, one of the 
largest in the world—^the Nippon Yusen Kaisha. 
The concern owns engineering, aircraft, glass, 
paper, electro-technical, sugar, textiles, and many 
other factories. Besides, it is one of the biggest 
landowners in Japan. 

Sumitomo and Yasada, also family concerns 
with far-reaching and varied interests, with large 
banks to finance their enterprises, are the next 
largest combines. But as neither they nor the 
other important family concerns are prominent 
in Japan’s foreign trade, it need only be said here 
that altogether these plutocratic families control 
half of the financial capital in the country— 
Mitsui and Mitsubishi about a quarter. 

These powerful family concerns are not the 
only symptom of the trustification of modern 
Japanese industry. Apart from these vertical 
organizations, a horizontal concentration of far- 
reaching interests exists, within which the great 
families co-operate more or less harmoniously. 
The banking system is thus controlled by the 
‘ big five ’. In the order of their deposits, which 
do not vary greatly, they are Sumitomo Bank, 
Daiichi Bank, Yasuda Bank, Mitsui Bank, and 
Mitsubishi Bank, Within the all-powerful Japan 
Cotton Spinners’ Association five firms control 
55 per cent of the bobbins and 47 per cent of 
the total production. The Japanese artificial 
silk industry—^to-day the second largest in the 
world—^is controlled by 15 large firms united 



MITSUI AND OTHERS 145 

by a cartel. The paper industry is almost com¬ 
pletely in the hands of one large concern. In 
modem industries the trend towards concentra¬ 
tion, stimulated by the last crisis, continues to 
grow. On the other hand, the industries of the 
‘ Old Japan still split up into many small enter¬ 
prises, are drawn into this movement through 
the sale of their products, the purchase of their 
raw materials and semi-finished products (e.g. 
yam), and their credit transactions, all of which 
are gradually being taken over by fewer and 
larger concerns. In some cases co-operatives or 
middlemen even create a direct link with the 
great tmsts. 

PROFITS 

The smaller a Japanese factory, the more 
difficult it is for the manufacturer to make a profit 
on the difference between the production costs 
and the sales price on foreign markets. He has 
to pay higher commissions to agents and middle¬ 
men, and if he exports directly, the costs of 
delivery to foreign customers are greater than 
those of large firms. Among other functions, 
the export associations try to decrease this differ¬ 
ence between the profits of large and small 
manufacturers. Such an effort is necessary, for 
the profits in small or medium-sized industries 
are often so limited that many of these little 
‘ capitalists ’ are virtually only hard-working 
labourers or employees, and their ‘ profits ’ com- 
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pare unfavourably with clerks’ salaries in Western 
or even Japanese factories. Unfortunately no 
figures are available showing the profits of small- 
and medium-si2ed industries. Isolated impres¬ 
sions and numerous symptoms, however, indicate 
that, with a few exceptions, these profits are con¬ 
siderably smaller than those in the modem section 
of Japanese industry, which are now to be briefly 
considered. 

The Mitsui concern has compiled statistics of 
profits made during the first six months of 1934 
by 1,250 joint stock companies of all branches 
of industry, showing that the average annual 
yield was 9- 8 per cent. These firms include more 
than two-thirds of the total capital of all Japanese 
joint stock companies. Singling out those 
branches which are relevant to the subject of 
this book, the following average profits are 
shown: 

per cent 
Banking . . . .13*2 
Commerce . . .16-9 
Shipping . . . . 5*2 
Mining . . . ,12-7 
Chemical .... 12-6 
Spinning and Weav¬ 

ing, general . . 16-9 

per cent 
Rayon.29*0 
Machinery and imple¬ 

ments . . . . I5‘5 
Glass, ceramics . . 22-4 
Paper.14*2 

These averages conceal the fact that the profits 
of a few of the large enterprises are much higher. 
Let us consider some of these. 

In the banking group, the Mitsui Bank’s profit 
was 19-1 per cent; the Mitsubishi Bank 19-9 per 
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cent; the Sumitomo Bank 23-7 per cent of their 
respective capital. 

The Mitsui Trust Company had a profit of 
30-1 per cent; the Mitsubishi Trust Company 
I7'9 per cent; the Sumitomo Trust Company 
26-2 per cent. 

In the trading group the Mitsui trading 
organization and her foreign branches had a 
profit of 13-3 per cent and the Mitsubishi, which 
also maintains branches in many foreign coun¬ 
tries, of 19-2 per cent. 

In the textile group, Kanegafuchi, one of the 
largest modem cotton concerns, should be men¬ 
tioned, with a profit of 40- 3 per cent; Fukushima, 
another large cotton concern, with 29-6 per cent; 
Tokyo Rayon with 42- 5 per cent; Kurashiki 
with 55 4 per cent; Showa Rayon with 67-4 
per cent. 

The following examples are interesting as 
record profits in other industries : Toyoda Loom 
with 28-3 per cent; Japan Dyestuff with 24-9 
percent; Japan Soda with 268 per cent; Japan 
Steel Tube with 49- 8 per cent; Nippon Batteries 
with 57-1 per cent; Mitsui Mining with 17-1 
per cent; Mitsubishi Mining with zo- 3 per cent. 

The export boom alone is not responsible for 
these high profits, which, in view of the con¬ 
tinuous trade boom during recent years, may not 
yet have reached their peak. In many cases the 
armament boom has been directly or indirectly 
responsible for the high profits since the 
‘Manchurian Incident’ and the Naval Crisis. 
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In judging Japan’s future exports, these figures 
are interesting because they show that in the 
‘ modem section ’ of Japanese industry, at least, 
the margin of profit, and thus the sales prices, 
could be substantially decreased if a growing 
resistance to Japanese exports should make this 
necessary. It is probable, furthermore, that the 
open and secret reserves of the large concerns 
are being strengthened during the boom. The 
industrial groups listed above, for instance, 
distribute on an average only two-thirds of their 
profits. During the last grave crisis Japanese 
industries learned to prepare for bad times. 
They can decrease prices considerably. And the 
small industries, too, have not yet reached the 
point where a further decrease would be quite 
impossible. 



CHAPTER NINE 

THE STRUGGLE FOR SUPPLIES 

FOREIGN SOURCES About two-thirds of the raw materials 
used in the production of Japanese export 
goods come from foreign countries. 

Taking Japan’s foreign trade statistics as a basis 
we find that a little more than half of her total 
exports of finished products are manufactured 
wholly from foreign raw materials; a quarter 
are manufactured largely from foreign, and a 
quarter wholly from domestic raw materials. 

About one-fourth of all Japanese products sold 
on her domestic markets are manufactured from 
imported raw materials. According to the ‘ Fac¬ 
tory Statistics of the Department of Commerce ’ 
for 1932, the last year in which a census was 
taken, the total taw material consumption was 
valued at 3,414,000,000 yen; imported foreign 
raw materials and ‘ manufactures for further use 
in manufacturing ’ were valued at 1,040,000,000 
yen, viz. about 30 per cent. 

At present about 95 per cent of the amount 
realized by Japanese exports is spent on the pur- 
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chase of raw materials and ‘ manufactures for 
further use in manufacturing 

Japan is poor in raw materials. This deficiency 
which, according to official opinion, delays the 
industrialization of the country, has become as 
much a political slogan, as her over-population. 
Pressure of population and the shortage of raw 
materials are the basis of Japan’s argument in 
favour of her political and her foreign trade 
expansion. 

To-day the degree of dependence on foreign 
raw materials is still tolerable, chiefly because so 
far her imports of foreign foodstuffs have been 
small. Advanced industrial countries in Europe 
—Great Britain, Belgium, Germany, &c.—are 
far more dependent on foreign raw materials 
than is Japan. Japan, however, has only begun 
to manufacture modem industrial products for 
domestic consumption. Though the demand 
for these goods is not yet general among the 
masses, the domestic supply of raw materials is 
being exhausted and foreign raw materials are 
needed. Future industrialization will be based 
increasingly on foreign raw materials. Japanese 
agriculture, too, is approaching her maximum 
production of foodstuffs. This means that, as 
the population increases, and as the living stan¬ 
dards, still so low in Japan, are raised, the country 
will become more and more dependent on foreign 
foodstuffs. 
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JAPANESE DEFICIENCIES 

Japan abounds in only one raw material— 
raw silk. The purchasing power of her home 
markets, which consume not more than lo per 
cent of the total supply, is very low, and raw 
silk is therefore not an important raw material 
as far as Japan is concerned. There are, of 
course, silk mills in Japan and a certain amount 
of finished silk material is exported, but the silk 
export trade cannot be developed on any con¬ 
siderable scale because most countries that can 
afford a mass consumption of silk goods, import 
raw silk and manufacture behind the protection 
of high tariffs. 

Until recently the svmply of two other raw 
materials has been sufficient and no marked 
shortage will occur in the immediate future. 
These are coal and copper. Despite low wages, 
however, mining costs have been very high, be¬ 
cause the fields are of low grade, the quality of 
the coal is unsatisfactory, and it is unsuitable for 
the production of coke which, in turn, is needed 
in the production of iron. Electrical power, 
generated from water, supplements the coal as 
a source of energy, and the electricity supply can 
be developed; but coal and copper will gradually 
have to be imported. 

There is a shortage of all other raw materials 
in Japan to-day : timber by 40 per cent at least; 
spelter by j j per cent; petroleum by 6j per cent; 
tin and hemp by 80 per cent; iron ore by 80 
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per cent. Even when the total smelting capacity 
of Japan’s iron industry is supplemented by 
adding an adequate quantity of foreign ores there 
is still a shortage of pig-iron by 30 per cent. 

Cotton, wool, rubber, skins, lead and alumin¬ 
ium are practically non-existent in Japan. She 
must therefore import all these raw materials. 
England is in a similar position, but she has more 
coal and iron, though her supply of most other 
raw materials is even smaller than Japan’s. 
Germany, France, Italy and the smaller industrial 
countries in Europe, too, import raw materials. 
Only the United States and Soviet Russia—both 
powerful neighbours and the only potential 
enemies of Japan, with whom alone she now 
compares her own shortcomings—have an un¬ 
limited supply of these commodities. China— 
the chief concern of Japanese policy and the 
avowed or secret bone of contention between 
her, Russia and the U.S.A.—may have consider¬ 
able resources of raw materials which might be 
developed. But they are not nearly so great as 
that of Russia or the U.S.A., the outstanding 
examples of economic self-sufficiency. 

THE ECONOMIC ASPECT 

The acquisition of raw materials has a political 
and an economic aspect for all industrial coun¬ 
tries, and interesting facts emerge from a study 
of Japan’s present and future development along 
both lines. 
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Let US first consider the economic aspect. 
So far the competitive ability of Japanese 

industry has not been hampered by her shortage 
of cotton, wool, or other raw materials. Under 
its present economic system the world is nearly 
always suffering from over-production, and rarely 
or never from a shortage of goods. The supply 
of raw materials is therefore sufficient. Most 
industries manufacture far from the sources of 
their raw material, for factories are built where 
labour is good and cheap, where capital is easily 
available and where the purchasing power of 
the consumer is high. Even the United States 
cotton industry has only recently begun to move 
to the South near the plantations. 

Japan’s most important competitors, especially 
in Europe, buy most of their raw materials on 
the same foreign markets overseas: cotton in 
the southern states of the U.S.A., British India 
and Egypt; wool in Australia, New Zealand, 
South Africa and the Argentine; hides and skins 
in North and South America; rubber and tin 
in the Dutch East Indies and the Straits Settle¬ 
ments, &c. ‘ World prices ’ are quoted to all 
customers, and there is not much difference in 
shipping costs. This means that with regard to 
raw material purchases Japan enjoys equality 
with England and most of her other competitors. 

Not only that: Japan has been skilful enough 
to underbid other countries even in the cost of 
certain raw materials. The Report of the Cotton 
Mission, the 1931 British Economic Mission to 
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the Far East, stated that Japan had lowered the 
raw material costs of her cotton industry by using 
a less conservative mixture of various, relatively 
cheap types and standards of raw cotton. The 
Report also confirmed that ‘ even such types of 
cotton as she buys often pass to her spinners at 
a lower price (from 3 to 5 per cent) than to mills 
in other countries, even to mills in the country 
of origin (U.S.A. and British India)’. 

The fact is that about 70 per cent of Japan’s 
total cotton imports are handled by three large 
concerns—and that is a unique achievement of 
efficiency in international trade—^which also 
export two-fifths of the various products of the 
Japanese cotton industry. These firms are there¬ 
fore directly interested in the competitive ability 
of the cotton industry, and try to sell the raw 
cotton to the mills at a price lower than the 
official American or Indian quotations. They 
do that by passing on rebates, which they ob¬ 
tain because they are the most important inter¬ 
national buyers on the spot, to their customers. 
By supplying the industry with raw materials at 
low prices they hope furthermore to increase 
their own export profits. These firms always 
cut down agents’ commissions as much as pos¬ 
sible, whereas in England and other countries 
numerous large and small commission agents 
unload their relatively high costs and profits on 
the mills. 

Many other raw materials are bought and 
supplied cheaply to the finishing industries by 
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means of a similar concentration of the import 
trade in a few powerful firms who are also 
interested in exports. This comprehensive sys¬ 
tem of monopolies is surpassed only by the 
Government foreign trade control in Soviet 
Russia. Raw wool imports, for instance, are 
controlled by six large concerns, which are at the 
same time actively interested in the export trade 
of woollen products. Similar conditions prevail 
in many other industries. 

Japanese industry has not, on the other hand, 
derived any competitive benefit from the fact 
that—chiefly for reasons of strategy—she has 
developed her own production of coal, copper, 
pig-iron and steel. On the contrary, despite low 
wages, the mining costs of the relatively unpro¬ 
ductive Japanese coal mines are very high because 
of the poor quality of the coal. Copper presents 
a similar case. The high cost of coal, the high 
production costs of the low-grade domestic ores 
and the expensive bulk transport of ores from 
abroad, are unfavourable to the iron industry. 
To a certain extent Japan’s manufacturing 
industries have sacrificed their international 
equality in the prices of their coal, copper and 
iron supplies to ambitions for greater military 
security. 

A similar development has occurred in the 
production costs of rice, Japan’s most important 
foodstuff. Despite the extremely low standard 
of living in country districts, the high cost of 
rice production generally makes domestic supplies 
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more expensive than foreign cereals. The rela¬ 
tively high cost of coal, iron and copper, and a 
relatively high price for a popular foodstuff, are 
of course expenditures which are felt throughout 
Japanese industry. 

A curious situation has thus arisen in Japan : 
as compared with the situation of her industrial 
competitors abroad she is better off as far as her 
imported raw materials are concerned; but she 
is at a disadvantage in regard to her domestic 
raw materials. This fact shows how badly she 
has been treated by nature. 

THE SEARCH FOR CHEAP RAW 

MATERIALS 

Does this mean that in modem industry the 
cost of raw materials continues to be an impor¬ 
tant competitive factor? 

A cotton shirt, sold in a shop for 6j., and to 
the wholesale trade for 4s. 6d., does not, in all 
probability, include more than nine-pennyworth 
of raw cotton and other raw materials, and the 
rest of the costs are mainly labour and profit. 
The prices of various types of cotton yarn include 
up to 70 pet cent or 80 per cent of raw material 
costs, and the prices of unfinished cotton materials 
still include 50 per cent. In the finished material, 
however, labour and other production costs out¬ 
weigh the raw material costs. The cost of taw 
materials used in the manufacture of a machine 
sold at £xoo, or even of a motor-car sold at 
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is not more than the same number of shillings. 
The more finished a product the smaller is the 
percentage cost for raw materials in its final price. 
The raw material costs in optical instruments and 
other goods requiring highly skilled labour are 
negligible as compared with the huge outlay for 
labour and capital, accumulating during the long 
process of manufacture from the raw material to 
the finished product. And that is why industries 
requiring highly skilled labour in the manufac¬ 
ture of their products can be geographically 
separated from the source of their raw material. 
It was essential only for these industries to 
develop near the sources of labour and capital, 
and near their markets. That is why, further¬ 
more, differences in wages are more important 
factors of competition than differences in the costs 
of raw materials. And as far as wages are con¬ 
cerned, Japan is in a far more favourable situation 
than are her competitors. 

Raw material costs are nevertheless an increas¬ 
ingly important consideration for Japanese in¬ 
dustry, not only because, as competition grows 
keener, even the smallest advantage in costs is 
essential, but above all because an almost revolu¬ 
tionary change is occurring in the relation be¬ 
tween the raw material costs and other items 
included in total production costs. 

For as the process of manufacture is mechan- 
iaed and becomes cheaper (in other words, as 
the labour costs involved are decreased), the raw 
material costs again become a relatively more 



156 MACE IN JAPAN 

important costing factor. If the labour costs 
in the production of each shirt or motor are 
decreased because new labour-saving machines 
are installed in a plant, the relative costs for 
machinery and their upkeep must, of course, 
rise. But the point is that they do not rise 
to the same extent as labour costs fall, for the 
success of labour-saving machines depends upon 
the extent to which they cause a decrease in 
the total production costs. If this were not 
the case, no manufacturer would take the risk 
of investing money in the rationalization of a 
factory. 

The relative rise of raw material costs in 
Japanese industry since rationalization began, is 
illustrated by many examples, one of which is 
particularly typical. From 1928 to 1933 the 
relative expenditures for materials in the raw silk 
industry rose from 14 per cent to 28 per cent of 
the total production costs, while, at the same 
time, the expenditure for wages decreased from 
25 per cent to 12 per cent. 

As domestic and international competition is 
forcing industry to rationalize—and as technical 
progress and accumulation of investment capital 
facilitates that development—^the wage factor 
becomes relatively less vital, and the expenditure 
on raw materials more important, for the com¬ 
petitive ability of industry. 

With this important development in mind let 
us now turn to the political aspect of the question 
of supplies. 
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THE POLITICAL ASPECT 

As long as a country is more or less dependent 
on others for her raw materials, there is a danger 
that one day she will be cut off from her foreign 
sources of supply. This is particularly true of 
countries which might, one day, be actively 
involved in a war. For these countries it would 
be not only inconvenient but fatal if their imports 
were to be cut off. Japan is, or thinks that she 
is, in this precarious situation; and this fact, or 
this feeling, is not appreciably affected by the fact 
that she owns iron and coal mines in China, iron 
mines in Malaya, and rubber plantations in south¬ 
eastern Asia, or by the fact that in case of war 
her mighty fleet would very probably be able to 
protect many of her trade routes. 

That is why Japan has developed her own 
coal and iron industry despite the economic dis¬ 
advantages involved. And as industrialization 
spread, as Japan became an increasingly influen¬ 
tial Great Power, her politicians resolved more 
and more firmly to create an independent domestic 
source of supplies of raw materials. 

Manchuria’s separation from China, the crea¬ 
tion of the State of Manchukuo and its incor¬ 
poration in the ‘ Japanese-Manchurian Economic 
Bloc ’ have been brought about largely with this 
aim in view. One of the outward causes of 
Japan’s action on the i8th September 1951 was 
the fact that she owned sources of raw materials 
in Manchuria merely by capital investments, and 
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that these possessions seemed endangered be¬ 
cause she did not control Manchuria politically, 
Japan’s action in September 1931 is the most 
important—^though not, perhaps, the best—step 
she has yet taken towards her economic inde¬ 
pendence. 

MANCHUKUO 

Manchukuo’s potential wealth of raw materials 
is not yet accurately known. People say jest¬ 
ingly in Tokyo that the most promising raw 
material in Manchuria is the air from which 
an unlimited quantity of nitrogen can be pro¬ 
duced, In fact, reports are not very encouraging. 

True, there is more iron and coal in Manchu- 
kuo than in Japan, but neither is of better quality 
or cheaper to produce. Above all, they are 
almost as unsuitable for the heavy industries as 
are the supplies of the mother country. 

Liquid oil hardly exists. Theoretically, of 
course, it should be possible to produce oil from 
the Manchurian oil shale, and by hydrogenation 
of Manchurian coal, but both these processes 
would involve prohibitive production costs. 

It is also doubtful whether the relatively small 
district which might be climatically suitable to 
cotton growing would ever produce sufficient 
cotton at a reasonable cost. 

Theoretically, at least, great quantities of wool 
could be produced in the Mongolian districts 
belonging to Manchukuo, but before such a plan 



THE STRUGGLE FOR SUPPLIES I59 

coiild be realized the nomadic tribes in Mongolia 
would have to be persuaded tp change the breeds 
of their sheep so that a quality of wool suitable 
for industrial purposes could be produced. The 
tribes are at present resisting these changes which 
would lower the quality of mutton, their chief 
foodstuff, and of the skins, their traditional 
clothing. 

After large and expensive transportation 
schemes have been carried out, plenty of wood 
for building and for the production of pulp will 
be available in Manchuria. It is the only raw 
material which is known to exist there in large 
quantities, in good quality and in conditions 
favourable to exploitation. We are not con¬ 
cerned here with the possibilities of increasing 
agricultural production, but it should be men¬ 
tioned that if the traditional Japanese rice diet 
were somewhat changed, Manchurian agriculture 
could provide more than enough foodstuffs to 
supply Japan. The development of cattle breed¬ 
ing in Manchukuo, for which conditions are very 
favourable, might make up for Japan’s almost 
complete lack of skins and leather. 

Unless new and important discoveries are 
made, Manchukuo will provide Japanese industry 
mainly with such raw materials which, like the 
domestic coal, copper, and iron reserves, are 
important politically and strategically, but are a 
liability rather than an asset in the competitive 
economic struggle with other countries. Numer¬ 
ous raw materials are lacking in Manchukuo, as 
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in Japan, and as far as one can see, the 
opening up of Manchuria will not affect the inter¬ 
national competitive ability of Japan in the near 
future. The new country bids fair to be a 
liability, especially as the expense incurred in the 
political-military struggle for the supply of raw 
materials is excessive, and must curtail the amount 
of money devoted to industry. 

But those Japanese enthusiasts who believe in 
a Manchurian solution of the Japanese problem, 
the men who actually separated the country from 
China in 1931, are not foreign trade experts, but 
militarists. They wanted this province as a 
Japanese base of defence on the Asiatic main¬ 
land, to be incorporated in a huge economic 
‘ bloc ’ under Japanese rule. These men believe 
in State Socialism, or State Capitalism; their 
motives are political and patriotic and they are 
not interested in profits. They would gladly 
sacrifice many export advantages, if this would 
make their country even approximately self- 
supporting, just as they have dready done by the 
continuous expansion of the heavy industries. 

These militarists were, in fact, largely respon¬ 
sible for the Government subsidies to these indus¬ 
tries. If the self-sufficiency of the country were 
strategically satisfactory and provided enough 
employment, military circles in Japan would 
not mind a very low living standard through¬ 
out the country. They would be glad to see 
Japan less closely connected with foreign markets. 
International competition has made many domes- 
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tic measures, which seem necessary to these men 
from a military and social point of view, eco¬ 
nomically unfeasible. Militarists also recogni2e 
clearly that to-day Japan is paying far too much, 
in the products of her cheap labour, for relatively 
expensive foreign raw materials; and they would 
prefer to direct a part of the national energy, now 
consumed in foreign trade, towards the domestic 
task of building up the newly created ‘ Japanese 
Manchurian Economic Bloc ’—prefer it at least 
until Japan is consolidated on a higher economic 
and political level, so that the country will not 
have to beg, bargain and underbid, in inter¬ 
national trade. 

If Manchukuo’s raw materials should prove 
inadequate for Japan to attain a state of even 
Spartan self-sufficiency—and those in command 
will soon see whether this is the case or not— 
Japanese military circles would probably try to 
expand the ‘ Japanese-Manchurian Economic 
Bloc ’ so that it would include potentially 
wealthier parts of East Asia. Despite the risk 
and expense involved in such a policy, they would 
prefer it to falling back entirely on the old com¬ 
mercial solution of the supplies problem: in¬ 
creasing Japanese exports for the sake of financing 
a continuously rising tide of imports. 

POLITICS AND ECONOMICS 

It is possible that in the long run only a 
political step will solve Japan’s raw material 
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problem. In 1931 the Japanese Foreign Office 
defended the country’s Manchurian policy to the 
League of Nations in the following terms: 
‘ Frankly, it is not unreasonable for us to enter¬ 
tain a fear as to whether advanced industrial 
countries will long continue to supply the 
materials to our industries wliich compete with 
their own.’ And in the distant future, it is not 
impossible that this fear may be well founded. 
Perhaps the world economic system, so chaotic 
to-day, may then be consolidated into large, 
politically stable economic ‘ blocs ’, in which the 
present over-production no longer exists and an 
organked exchange has been established within 
each * bloc ’ between the producers and the con¬ 
sumers of raw materials. If Japan did not belong 
to such a ‘ bloc ’, her situation would indeed be 
very serious. 

It is our object only to establish two facts. 
In the first place: The development of Japan’s 

export trade will depend largely upon the in¬ 
crease or the decrease of the influence exerted 
by her militarists on national policy. 

And in the second place: A political solution 
of the problem of raw material supplies can hardly 
satisfy the economic needs of Japanese industry. 
For a time, at any rate, most of the raw materials 
acquired by Japan for political reasons must be 
more expensive than are those for which she can 
bargain on world markets. 

For the present Japan is dependent upon 
foreign raw materials, and her dependence will 
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become greater the more she invests in Man¬ 
churia and the more she pr^ares for the political 
struggle for her supplies of raw materials. Her 
import demands, on the other hand, have always 
been the chief impetus behind the expansion of 
her export trade. 



CHAPTER TEN 

THE FIGHT FOR MARKETS 

TOKYO STUDIES THE MAP The Japanese are ‘ export conscious 
The figures of exports and imports, pub¬ 
lished three times a month, are anxiously 

discussed by officials, business men, and public 
opinion. A slight decline in exports over the 
ten-day period is apt to cause widespread 
nervousness. 

They are observing with growing uneasiness 
that one foreign country after another is raising 
obstacles against their exports, until by now the 
whole range of products is affected by protective 
tariffs, import quotas, or other trade barriers. 

Resistance abroad has not yet done much harm 
to Japan. She has had to import more, and find 
new markets for her exports, but the total of 
exports has risen at a time when the foreign 
trade of other countries has declined. 

But Japan is thinking of the future. Pressure 
is growing within the country, and, for all her 
efforts, the export markets are being narrowed 
down by barriers which must ultimately become 
effective. 

164 
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So Tokyo is studying the map of the world 
to find a way out. Nowhere are maps seen so 
frequently on office walls, or under glass on the 
desk. 

Seen from here, the small curve of islands in 
the East, facing the great Asiatic-European 
mainland—^Nippon, coloured red, is the centre 
of the world. Where are its markets ? 

The British Empire is fast raising barriers 
against the rising flood of Japanese exports. 
The Soviet Union is tending towards economic 
self-sufficiency. The United States sells more to 
Japan than she buys from her. 

There is China, industrially and physically 
undernourished. She may ultimately become 
Japan’s most important market, but in the 
immediate future political hostility and the 
influence of the Western powers are difficult to 
overcome. 

South of China lie wealthy tropical countries, 
the Philippines, the Dutch East Indies, the 
Straits Settlements, &c., potentially even better 
markets and sources of raw materials than they 
are at present; these countries, governed by 
foreign industrial powers, show a growing 
resistance to Japan’s increasing exports. 

Where the colours of the Great Powers fade 
begin new lands of promise: some in Africa, 
a few in Asia, many in Central and South America. 
But these new markets, too, have old and estab¬ 
lished trade connexions; they, too, resist new 
exporters who are not, at the same time, pur- 
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chasers of their own products. And these new 
markets export goods for which Japan has little 
use: coffee and meat, grain and copra. Here 
again, Japanese exports may soon find more 
problems than hope. 

Therefore Japan concentrates her attention on 
countries which she has either conquered or 
which she controls. Formosa and Corea are 
themselves in need of more export markets, and 
cannot become large importers of Japanese goods. 
Economically their conquest has not profited 
Japan. Kwantung, the Japanese outpost towards 
Manchukuo, and finally Manchukuo itself are 
long-term investments which may one day pay 
for themselves, but which cannot for many years 
to come take the place of foreign markets which 
pay for Japanese exports in the usual way. 
Indeed, Manchukuo represents another reason 
why Japan must gain more world markets so 
that she will be able to meet the tasks awaiting 
her in this new State. 

In vain the anxious foreign trade experts study 
the world map again and again. Nowhere do 
they find a real solution of Japan’s growing 
problems. The map, in fact, leaves them no 
way but to grasp every political and economic 
opportunity, and to fight and press forward 
wherever they can. 

What has Japan actually achieved by her 
struggle to win world markets ? 
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COMPETITIVE GOODS 

To-day Japan exports five or six times as 
many finished products as she did in 1914. 
If the exports of 1914 are used as a basic index of 
TOO, the quantitative development of her exports 
is as follows: 

1914, 100 ; 1920, 210; 1928, 254 ; 1932, 525 ; 

1934, 555- 
Japan’s quantitative share in the world’s trade 

of manufactures is now almost 10 per cent. ' 
In some products her share is much larger; 

in cotton tissues, for instance, it is 40 per cent. 
Even the average figure is lower only than the 
shares of the four industrial Great Powers : Great 
Britain, the United States, Germany and France, 
which together monopolize two-thirds of this 
world trade. 

Using the Bank of Japan’s Index of Wholesale 
Prices to eliminate the changes in the price level 
it can be calculated that the total value of Japan’s 
exports in 1934 was three and a half times as 
great though the volume was only two and a 
half times as much as in 1914. Altogether 
Japan’s total exports represent only 3 per cent 
of world exports. Both figures, however, are 
misleading, if, as is often done, they are used to 
measure the international importance of Japan’s 
exports. For such comparisons do not take note 
of the difference between competitive and non¬ 
competitive goods. 

Raw silk, for example, once Japan’s chief 
IZ 



l68 MADE IN JAPAN 

export, and still the second largest item on her 
export list, is not a competitive article for most 
industrial countries; nor are menthol and other 
typically Japanese products objects of competi¬ 
tion. 

Cotton goods, artificial silk, bicycles, pencils, 
and other Japanese industrial products, on the 
other hand, are highly competitive. These 
products are becoming increasingly important 
in Japan’s exports, whereas silk, camphor, &c., 
are less so than they were. Non-competitive 
goods must be eliminated, in order to make it 
clear that the relatively slow rise of total exports 
conceals a far greater success in the field of 
manufactured goods. 

In a comparison of Japanese exports with the 
total exports of other countries only comparable 
goods can be used: grain, other foodstuffs and 
raw materials, for instance, the most important 
items in world trade, cannot be compared with 
manufactured goods, the largest item in Japanese 
exports. Japanese exports of competitive goods 
must be compared with world exports of 
competitive goods. 

A comparison of the value of these goods, 
even in gold, would be equally misleading, for 
in many cases the prices of competitive Japanese 
goods are lower than the prices of such goods 
produced elsewhere. For a thousand million 
square yards of Japanese cotton cloth represent 
a fifth of the world trade in cotton tissues as 
accurately as a thousand million square yards 
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of the English material, even though the latter 
is considerably more expensive than the Japanese 
product. The true picture can only be revealed 
by a comparison of quantities. 

On these grounds we have, by way of approxi¬ 
mate calculations, reached conclusions which 
may well destroy the illusion that ‘Japanese 
exports are not very important ’. 

Industrially competitive goods (by this we 
mean all those goods quoted in the Japanese 
Trade statistics as in addition to cotton yam, 
wheat flour, refined sugar, beer and tinned food¬ 
stuffs) are now an increasingly important item in 
Japan’s total exports, particularly during recent 
years. In 1928 these goods represented only 
about half of her total exports; in 1934 they 
represented nearly three-quarters; and the total 
itself had risen considerably. Japan’s rapid 
industrialization and the sharp drop in the price 
of raw silk, her non-competitive staple com¬ 
modity, have been important factors in this 
development. 

Textiles still head the list of Japanese exports 
of competitive goods, and cotton tissues are the 
chief item among textiles. 

To-day Japan is the largest exporter of cotton 
tissues in the world; her share of 40 per cent 
is larger than that of Great Britain. The British 
record, established shortly before the war, was 
7,000,000,000 square yards of cotton tissues. At 
that time Japan was not a serious competitor. 
A few figures will illustrate the later develop- 
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ment of British and Japanese e^orts of cotton 
tissues (in million yards) : 

Great Britain. Japan. 

0
0

 

o
\

 

. . 3,866 1*419 
1932 . . . 2,198 2,032 
1934 . • . 1,993 2,568 

Great Britain’s exports of cotton tissues have 
gone back to the figures of the ’sixties, the time 
when feudal Japan was opened to international 
trade by force. At that time Japan had hardly 
any industry worth the name, and Japanese 
pioneers were coming to England to study 
Western spinning methods. And to-day Japan 
is ahead of Great Britain by 500,000,000 square 
yards! 

True, total world trade in cotton goods has 
decreased because of the depression and because 
domestic cotton industries have developed in 
countries which were formerly important cus¬ 
tomers. And Lancashire, in many ways so 
backward, has lost far more export trade than 
progressive Osaka has gained. 

Japan’s artificial silk exports—^and Japan has 
been producing this commodity for only a few 
years—have also gone beyond Great Britain’s 
figure. Since 1933 Japan has been the second 
largest producer of artificial silk—^immediately 
behind the United States. 

In 1930-2 Japan’s young woollen industry 
exported only z- 5 million yen worth of cloth ; 
in 1934 this figure represented the average of 
monthly exports. The exports of all other tex- 



THE FIGHT FOR MARKETS I71 

tiles—^knitted goods, shirts, underwear, &c.— 
have risen by more than half during the same 
period. 

Japan began her career on world markets as a 
simple exporter of raw silk. During the second 
phase of her development as an exporter, cotton 
tissues seemed the only item wliich could be 
added. Soon, however, in the third phase, she 
became a leading exporter of artificial silk and 
of other textiles. And already the fourth phase 
has begun, for of late the exports of all textile 
products have been exceeded by the exports of 
non-textile ‘ general industrial merchandise ’. 

This sensational development occurred in 
1934. In 1932 ‘ non-textiles ’ represented only 
37 per cent of Japan’s total exports of competitive 
manufactured articles; in 1933, when both 
textile and total exports rose sharply, * non¬ 
textile ’ were 41 per cent; and in 1954, when 
exports as a whole had again risen, ‘ non-textiles ’ 
were 46 per cent. Japan has become an all-round 
exporter of industrial products. Textiles are no 
longer her chief export item. 

The ‘ non-textiles ’ which Japan to-day exports 
up to a value of at least £1,000,000 each include 
the following: tinned foodstuffs; wheat flout; 
refined sugar; drugs and chemicals; dyes, 
paints, &c.; boots and shoes; buttons and 
jewellery; paper; potteries ; glass and glass¬ 
ware ; iron rails; enamelled ware, cutlery and 
nails; clocks and scientific instruments; lamps; 
toys. 
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In 1934 the exports of all of these non-textile 
manufactures were two and a half times as high 
as Japan’s total imports of wholly manufactured 
articles; while in 1932 they were only twice as 
high as these imports. Japan’s excess of pro¬ 
duction in almost every branch of industry, a 
development which began only a few years ago, 
is rapidly increasing. 

BRITISH EMPIRE MARKETS 

In 1933, the last year for which detailed statis¬ 
tics are available, the British Empire imported 
35-5 per cent of all Japanese exports of competi¬ 
tive industrial manufactures. With 1914 as a 
basis of 100, the volume of all Japanese exports 
to the British Empire rose to 180 in 1925, to 
300 in 1933, and to about 428 in 1934. 

If the exports to the leased territory of Kwan- 
tung and to Manchukuo are excluded, Japan’s 
exports of competitive industrial manufactures 
were distributed as follows in 1953 : British 
Empire, 44-6 per cent; Dutch Empire, i6-o per 
cent; U.S.A. markets, 12-8 per cent; China 
(excluding Manchukuo), 9-0 per cent; rest of the 
world, 17-6 per cent. 

Provisional figures for 1934 indicate little 
change in the proportions taken by these markets. 
Great Britain herself imports only a tenth of the 
competitive industrial articles exported by Japan 
to the British Empire. In 1954 Great Britain 
imported the following goods to the value of 
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three to four million pounds each: tinned food, 
shirtings, striped drills, towels, silk tissues, 
artificial silk tissues, knitted goods, shirts and 
under-shirts, hats, buttons, paper, potteries, 
glass, brushes, electric lamps, toys, rubber and 
other boots, enamelled ware, bicycles, celluloid 
ware, pencils, rubber goods, &c. 

Great Britain imports, however, more than 
half of Japan’s relatively small non-competitive 
exports to the British Empire. These are: 
raw silk; plaits for hat making; camphor, 
wood, &c., and their imports into Great Britain 
are each valued at about two to three million 
pounds a year. 

In common with many other industrial coun¬ 
tries, Great Britain is not yet faced with really 
keen competition with Japan on her home 
markets ; for the cheap Japanese goods are sold 
mainly to low-standard countries, where they 
compete with exports from England and other 
countries. In 1934, 83 per cent of Japan’s 
industrially competitive goods were exported to 
low-standard countries, and only 17 per cent to 
countries with a modem standard of life. 

Australia, New Zealand and Canada, typically 
high-standard countries, import only another 
tenth of these Japanese exports, about as much 
as Great Britain herself. 

British India, a typically low-standard countty, 
imports about half of the remaining Empire 
share of Japanese exports, to the value of over 

2,000,000 a year. The other half is almost 
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equally divided between the African countries 
in the British Empire—Egjrpt, South Africa, 
and the Colonies—and the Asiatic group com¬ 
prising the Straits Settlements, Hongkong, Cey¬ 
lon, British Borneo, Iraq, Palestine and Aden. 
All types of Japanese goods are exported to 
these countries, but the chief item is, of course, 
cotton tissues. 

At first glance Japan’s commercial position 
on British Empire markets as a whole appears 
to be relatively strong, because she imports more 
goods from the Empire than she exports to it. 
In 1933 the difference in Great Britain’s favour 
amounted to almost 20 per cent; in 1934 it was 
Still some 6-5 of Japan’s exports. The relation 
between Japanese exports and imports to and 
from various individual countries in the British 
Empire, however, has recently been in Japan’s 
favour. This is true of Japan’s trade with 
Great Britain, and with the African and Near 
Eastern countries in the Empire. Japan’s trade 
balance with Canada, Australia, New Zealand 
and Borneo, on the other hand—countries which 
all export raw materials to Japan and import 
only small quantities of goods—^was unfavour¬ 
able to Japan. And the Agreement of 1954, 
which will be mentioned later, has caused 
Japan’s trade balance with British India to be 
in the latter’s favour. 

Japan’s dilemma in connexion with her trade 
with the British Empire is typical of her position 
in world trade: though she imports more than 
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she exports, she is unable to use this fact to 
protect her rising exports. For her most im¬ 
portant customers and her most in^ortant 
sources of supplies are not, as a rule, identical. 
To-day, however, most countries tend to buy 
no more from a certain country than it will buy 
from them, and ‘ reciprocity ’ has become the 
chief problem of Japan’s trade policy. She has 
to solve this problem partly by meeting reci¬ 
procity demands and partly by bargaining for 
reciprocity herself. 

TRADE DISARMAMENT 

British India and the Dutch East Indies have 
been most determined in resisting Japanese 
trade expansion. These countries are the largest 
single buyers of Japanese manufactured articles 
outside the Japanese-Manchurian Empire. In 
both countries Japanese goods replaced the 
goods of the Mother Country and other estab¬ 
lished suppliers, particularly cotton yarn. In 
British India Japanese cotton imports created a 
special problem by competing with the domestic 
cotton industry. 

In 1932, apart from other exports into British 
India, Japan, with 640,000,000 square yards of 
cotton tissues, had made unprecedented inroads 
on British In^an markets. The answer was an 
increase of Indian duties on cotton cloth im¬ 
ports to 75 per cent. Protracted negotiations 
with British India were begun, which finally. 
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early in 1954, resulted in a kind of economic dis¬ 
armament agreement. This Agreement, con¬ 
fined to cotton, will expire on March 31, 1937, 
and new negotiations will have to begin before 
long. The Indian-Japanese struggle at Delhi is 
therefore of more than historical importance. 

Japan had two weapons in this struggle; 
the first, India’s dependence on Japan as a 
purchaser of her raw cotton, was stubbornly 
exploited by Osaka industrialists in the form of a 
boycott against the Indian raw material. The 
other weapon was the real or imaginary popular 
approval in India of the cheaper Japanese cotton 
tissues. The Japanese, though tacitly counting 
on this approval, knew better than to exploit 
openly the words attributed to the then Minister 
of War, Araki, that Japan could not tolerate a 
‘ white oppression ’ in India or elsewhere in Asia. 

The Agreement fixes maximum exports of 
Japanese cotton tissues at 400,000,000 square 
yards, to be distributed amongst various kinds 
of cloth. Japan can export this maximum into 
India on condition that she has purchased of 
India, during the corresponding cotton season, 
1-3 million bales of raw cotton. Japanese ex¬ 
ports are to be decreased according to an elabor¬ 
ate scale if she imports a smaller quantity of raw 
cotton. At the same time the Indian import 
duty was decreased to 50 per cent, with a 23 
per cent preference for British goods. 

So far Japan has made full use of this Agree¬ 
ment, but, although she lowered her cotton 
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exports to India by one-third, her total exports 
to that country have continued to rise. The 
dependence of the Indian cotton planters on 
Japan has not decreased; and they are still 
neglected by the British cotton industry, which 
buys chiefly the American raw material. It is 
probable, therefore, that a fresh struggle will 
begin. The prevalent feeling between Japan 
and Great Britain, or the Empire, will have much 
influence on Japan’s attitude at the next Indian 
cotton conference. 

Tokyo has been less obliging towards the 
Dutch East Indies, for they are in a less favour¬ 
able ‘ give-and-take ’ position than is British 
India. In this case Japan has been much 
franker in exploiting the native population’s 
real or imaginary approval of Japanese imports. 
The Dutch have, however, been even more 
stubborn than the Indians and the British in the 
negotiations resulting from the increase of 
Japanese exports into the East Indies. They 
also oppose Japan’s competitive shipping lines, 
and the presence of her wholesalers and 
retailers on Dutch East Indian markets. 

The Dutch Government has, however, had 
more reason to consider the native population, 
which is feeling the depression even more keenly 
and for which cheap Japanese imports have been 
a blessing. The unusual—and symptomatic— 
situation arose that, during the negotiations in 
Batavia, Japan achieved a partial success by boy¬ 
cotting the Dutch East Indies—not by refusing 
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imports from there, but by refusing to supply 
cheap Japanese pottery, dyed cotton sarongs, 
and unbleached cotton. This happened at a 
conference convened to curtail Japanese exports I 
The negotiations were often highly political, 
reflecting racial differences, and the Japanese 
press frequently used phrases not unlike that 
attributed to General Araki. 

After the Delhi negotiations, and after long 
preparations, a method of extending commercial 
disarmament was finally discussed in London. 
But these negotiations were a failure, because 
the British suggested curtailing the competition 
in artificial silk as well as cotton tissues on world 
markets in general; while Japan refused to 
discuss anything but the sale of cotton tissues 
on the relatively unimportant markets of Great 
Britain and the Crown Colonies. Finally, in the 
spring of 1934, it was decided to impose quotas 
on the import of cotton tissues into most of the 
British Crown Colonies. Japan alone was 
affected by the quotas, and her cotton exports to 
these countries were halved. These restrictions, 
which were accepted after some protests, resulted 
in an increase of exports of other goods to the 
British Colonies. Total Japanese exports of cot¬ 
ton goods, furthermore, continued to rise during 
i934> while British exports decreased further. 

Though Japan and Great Britain were not 
involved in an actual trade war early in 1935, 
their relations were troubled. The need for 
some understanding became very urgent. 
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SELLING SILK AGAINST COTTON 

The trade between Japan and the United States 
consists chiefly in an exchange of Japanese raw 
silk for American raw cotton. Trade in the 
former, a luxury article in the U.S.A., was seri¬ 
ously aJSFected by the depression. The latter is of 
prime necessity for Japan. The price of raw 
silk depends almost entirely upon the American 
demand, as the U.S.A. purchase about 90 per 
cent of Japan’s total raw silk exports ; and prices 
have dropped sharply. The price of raw cotton, 
on the other hand, a commodity imported by 
many countries, has shown a far smaller decline. 
This means that the conditions of this barter 
trade have recently been very unfavourable to 
Japan. 

From 1921 to 1927 Japan exchanged on an 
average i pound of raw silk for slightly more 
than 30 pounds of American raw cotton. In 
1932 she received only 20 pounds of cotton for i 
pound of her raw silk, and in 1934 only 9 pounds 
of cotton for i pound of raw silk. Formerly 
Japan had not only paid for most of her raw 
cotton imports by selling raw silk to the U.S.A. 
but had a considerable surplus to sell for cash. 
In 1934 this was reversed : Japan’s sales of raw 
silk to the U.S.A. were only about half the value 
of her own increased demand for American 
raw cotton. 

That is the Japanese-American trade problem 
in a nutshell. Japan’s situation is actually worse. 
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for, apart from raw cotton, she must import 
other necessary raw materials from the U.S.A., 
while the U.S.A. needs relatively few Japanese 
goods apart from raw silk. In 1934 Japan had 
an adverse trade balance with the U.S.A. of 
370,000,000 yen, though until recently it had 
always been in favour of Japan. But from what 
has been said it will be clear that in any trade 
negotiations with the U.S.A. Japan’s position 
would be hopeless. 

Only a rise of raw silk prices, which have 
been extremely low for many years, could 
change Japan’s unfavourable trade balance 
with the U.S.A., which is one of the second¬ 
ary reasons for Japan’s export drive on world 
markets. 

There is another reason why low prices for 
raw silk are closely connected with the increase 
of Japanese export competition: two of the 
five million Japanese peasant families breed silk¬ 
worms, either as a full-time occupation, or to 
supplement their recurring losses from rice 
farming. The fall in raw silk prices has meant 
terrible poverty for these farmers, who, without 
profits, cultivate the mulberry trees so that the 
‘ honourable silk worms ’ should be fed by night 
and day. Much of the surplus labour which is 
depressing the level of wages belongs to this 
farmer class. 

If the depression continues, and if a further 
improvement of artificial silk adversely affects 
the demand for raw silk, Japanese silk culture 
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will gradually be restricted, and both the decrease 
in wages and the further industrialization of the 
country will be stimulated. 

NEW MARKETS 

With the growing domestic pressure of indus¬ 
trialization, and with increasing resistance of 
established markets to Japanese exports, small 
and large Japanese exporters, as well as the 
resourceful Japanese Press, have begun to direct 
their attention to so-called ‘ new markets 

The Government supports these efforts. Ex¬ 
peditions of investigation or propaganda are sent 
to the far comers of the globe, and foreign 
visitors and diplomats from politically unim¬ 
portant countries are received with studied 
courtesy in Japan. Japan’s international political 
prestige is growing, and these countries, some of 
which do not feel quite comfortable under the 
influence of another Great Power, sometimes 
return these courtesies most graciously—^perhaps 
harbouring certain political hopes. 

The success of such efforts to win new markets 
is clearly reflected by the figures of exports to 
what the statistics, after mentioning sixty-eight 
countries by name, calls ‘ other ’ countries. In 
1932 ‘ others ’ imported an average of 2,000,000 
yen worth of Japanese goods every month; in 
1933 this figure had risen to a little over 5,000,000 
yen, and in 1934 it was almost 12,000,000 yen. 
In 1932, on the other hand, Japan imported 
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from them a monthly average of goods valued 
at only half a million yen; in 1933 the figure 
was 1,000,000 yen; and in 1934 not quite 
2,000,000 yen. 

These ‘ others ’ are, therefore, becoming less 
anonymous as far as Japan is concerned, for they 
are beginning to demand reciprocity or at least 
greater Japanese purchases of their own goods in 
return. It is typical that the small State of San 
Salvador, for instance, after a brief honeymoon 
of friendship with powerful Japan, has now 
raised a higher tariff wall against Japanese im¬ 
ports than has any other country, because trade 
between the unequal partners became danger¬ 
ously one-sided. The same development is 
occurring all over Latin America and in many 
other small countries ; for Japan’s intentions to 
stimulate cotton plantation and wool growing 
in these regions by delivery contracts in order to 
develop the new markets and to emancipate 
herself from the U.S.A., Australia, &c., have 
not yet been carried out in a single case. 

Japan undoubtedly performs pioneer work in 
many of her new export markets and in many 
low-standard countries as well, for her cheap 
goods are reaching classes of consumers who 
formerly could not buyanymodernproductsatall. 
Japan thus prepares the way for the products of 
other countries, who often, following Japan’s 
lead, become interested in exporting articles 
which they had previously neglected. A report 
of the Nairobi correspondent of The Tims is 
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symptomatic of this development. He writes 
that ‘ medical officers in Tanganyika declare 
that the purchase of cheap Japanese rubber shoes 
has done more to prevent hookworm disease 
than all the efforts of the health department 
That the Japanese are fully conscious of this 
function of their export activities is shown by 
the following passage quoted by Osaka Mainkhi 
from the report of a Japanese export expedition 
to Africa: ‘To enable these naked people to 
put on clothes, and to enable them to replace 
coconut tableware with enamelled ware and 
porcelain ware made in Japan may perhaps be a 
responsibility to be shouldered by the Japanese.’ 

Such thoughts soon lead to political con¬ 
siderations. Again two quotations from the 
Osaka Mainkhi will illustrate our point: 

While we were trading at Lagos, the seaport of Nigeria, 
the customs collectors were unreserved in their praise of 
Japanese merchandise. The native traders were con¬ 
demning what they called the merciless way in which 
they were exploited by the ruling British. You can 
really understand they have no use for import restrictions ; 

and the second: 

When on May 7, 1934, the mother country, England, 
compelled her colonies forcibly to adopt a quota system, 
and thus used pressure against Japanese goods . . . Cey¬ 
lon seethed with anti-British movements. Boycott of 
British goods was resolved upon and the feeling of 
‘ standing together with Japan ’ permeated the atmosphere. 
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CHINA AND MANCHUKUO 

Japan has always considered China as her 
‘ natural market and the world’s resistance to 
her exports has made her particularly aware of 
China’s existence. 

The chaotic conditions prevailing in China 
make her a narrow market in relation to her 
large population and her huge area. China’s 
foreign and domestic trade in modern industrial 
products is still confined to the towns on the 
coast and along the shores of the Yangtse. 

Even if China’s total import demands were 
supplied by Japan, this would represent only 
half of Japan’s total exports. Besides, Chinese 
imports consist largely of raw materials and 
foodstuffs, which Japan cannot supply. A 
theoretical Japanese foreign trade monopoly in 
China would, therefore, only absorb a third of 
Japan’s total exports, unless China were to be 
developed on a large scale by costly investments 
of capital. 

At present, Japan must share exports into 
China with other countries. The U.S.A., which 
supply industrial machinery as well as raw 
materials and foodstuffs, export to China twice 
as much as Japan. Great Britain is also ahead of 
Japan on the list, and Germany is not far behind. 

Domestic Chinese industries, furthermore, are 
becoming increasingly formidable rivals of Japan¬ 
ese exporters on Chinese markets. Chinese 
industries ate growing in the large cities and 
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along the Coast, where districts are unaffected 
by Civil War and other disturbances. From the 
employers’ point of view wage conditions in 
China are more favourable still than they are in 
Japan. Japanese capital, especially in the textile 
industry, is stimulating this development. 

To-day China buys only about 7 per cent of 
Japan’s total exports; that is to say, she takes 
less than the group of small, new markets 
designated merely as ‘ others ’ in Japanese trade 
statistics. Japan’s share in Chinese imports does 
not appear to be much larger, even if deliveries 
by way of the British port of Hongkong are 
taken into consideration. 

Japan’s political attitude towards China is the 
chief reason for her small exports to that country. 
True, the boycott movement is not as strong as it 
was ; people are tired of it, and Japanese pres¬ 
sure on Nanking is taking effect. Still, Japan’s 
average monthly exports to China proper are 
now only half as large as they were in 1930, 
before the ‘ Manchurian Incident ’. 

But the high price of silver and the trade 
depression are even greater factors than the 
dislike of Japan. The aim of Japan’s foreign 
policy is to conquer this prejudice, to develop 
economic co-operation with CWna and eventually 
to create an economic ‘ bloc ’ comprising Japan, 
China and Manchukuo. 

To a certain extent Manchukuo has compen¬ 
sated Japan for her losses in China. Including 
all the present and former Chinese territories as a 
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basis of calculation—China proper, Manchukuo, 
and Kwantung leased territory, important for 
both countries as a trade centre—^Japanese 
exports from 1930 to 1934 have increased by 
half—a rise equal to that in Japan’s total world 
exports. Trade with China has changed, how¬ 
ever, and exports against cash have largely been 
replaced by exports for investment. The continu¬ 
ation of this trade depends upon Japan’s ability 
to repeat such investments; and upon the 
rapidity and extent to which present investments 
begin to yield returns. In other words it 
depends upon whether or not Manchukuo will 
become a going concern. Naturally, Japan 
controls the majority of total imports into Man¬ 
chukuo, which, stimulated by Japanese invest¬ 
ments, represent about a third of China proper’s 
total imports. 

Japan, with her dependency Corea, supplies 
more than two-thirds of all Manchurian imports. 
Japan and Corea, on the other hand, purchase 
ordy about half of Manchuria’s exports. As a 
result the Manchurian trade balance has become 
‘passive’. Japan will not always be able or 
willing to finance this deficit with credits. She 
will probably be forced, after organizing an 
‘ economic bloc ’ with Manchukuo, to find more 
world markets, not only for her own chiefly 
industrial products, but also for Manchukuo’s 
agricultural products. Manchukuo, like Corea, 
may develop into a liability instead of an asset 
for Japanese exporters. 
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Despite the economic alliance with Man- 
chukuo, Of perhaps because of it, Japan must 
continue her fight for world markets with renewed 
vigour. 



CHAPTER ELEVEN 

HISTORY MADE IN JAPAN 

ORIENTAL EFFICIENCY IF world trade were not restricted by tariff 
walls and import quotas, by exchange 
regulations and boycotts, Japan might be¬ 

come the largest exporter in the world—and 
in a very short time. She is perhaps the only 
country of which this is true to-day. The inter¬ 
national commerce of other countries might not 
be appreciably affected by unrestricted foreign 
trade; Japan, on the other hand, would probably 
become predominant. 

That seems to be one of the most important 
conclusions reached from a consideration of 
Japan’s present competitive ability. It is a 
theoretical conclusion for world trade is far from 
being unrestricted. But it is nevertheless symp¬ 
tomatic of Japan’s tremendous progress, which 
first occurred unobtrusively and later in the 
glaring light of world publicity. It also explains 
her attitude towards the restrictions imposed on 
her export trade by other countries. 

To-day Japan is able to manufacture increasing 
quantities of practically every kind of finished 

j88 
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product. Apart from many large factories which 
are technically the most modern in the world, 
she possesses a rationalized medium-sized indus¬ 
try, and a mass of small and home industries 
which are unrivalled in their field, and are not 
yet producing to anything like capacity. 

Japan has already shown that she has an 
inventive spirit. She is, for instance, proud of 
her Toyoda looms now being used in Lancashire. 
So far the list of her patents is small, but it is 
growing, and Japan will undoubtedly develop 
her inventive spirit when she has absorbed what 
she has learned so quickly; when her family 
system, so neglectful of individual initiative, has 
been modified; and when she has reformed her 
script, which is so complicated that it takes years, 
which youth can ill spare, to master it. 

Japan’s large working population can be 
efficiently employed in various types of factories. 
Her wage level, though far lower than that 
maintained in other well-organized industrial 
countries, is by no means an index of her 
civilization. 

Japan has adjusted the external value of the 
yen, which was too high, to its lower domestic 
value. Unless her currency gets out of control, 
there is no reason why Japan should lose her 
exchange advantage over her competitors. 

To-day the State and the large concerns are 
co-operating in foreign trade promotion, and if 
the State became stronger than private business 
—^for instance by an increase of the Army’s 
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political influence—it would strengthen rather 
than weaken Japan’s competitive ability on 
world markets. For such a development might 
bring Japan nearer to a system of planned 
economy. 

One might call the impressive achievements of 
Japan’s industries and foreign trade the first 
great display of Oriental efficiency. We use the 
world ‘ Oriental ’ not only as a geographical 
term, but also to characterize the peculiarities of 
Japanese efficiency, including its numerous short¬ 
comings, gaps, and contradictions. 

Particularly ‘ Oriental ’ is Japan’s social system 
in which her population is rising to modern 
efficiency: the long hours of work, the semi- 
feudal organization, and the Oriental frugality, 

Japanese trade methods, too, are very different 
from those in the West, where even those of 
large modernized Japanese concerns would often, 
and quite rightly, be considered clumsy, primi¬ 
tive, wasteful in time and words, casual and 
unsystematic. 

Graft and corrupt practices, in business as in 
politics, are probably not less extensive than in 
certain Western countries. Japan is, above all, 
a country of contradictions. Against her assets 
of tradition, modernization, human qualities and 
institutions one must place corresponding draw¬ 
backs which impede her progress. It is some¬ 
times surprising that Japan has expanded her 
markets despite these defects in her trading 
methods. The achievements of Japan’s curious 
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combination of such ‘ Oriental ’ characteristics 
and efficiency are all the more admirable in view 
of the extraordinary lack of eagerness in the 
salesmanship of the average Japanese, the time it 
takes him to perform the simplest task, the diffi¬ 
culties he has with Western languages and habits 
of thought, the daily struggle of most civil 
servants, business men and employees to add, 
subtract, multiply and divide figures. Japanese 
education is progressive, however; gradually 
* Oriental ’ efficiency will turn into real efficiency, 
and this development will considerably increase 
Japan’s competitive ability. 

THE VERY LONG VIEW 

If one takes the very long view, Japan’s recent 
progress is an event of the greatest historical 
importance, the beginning of a new epoch in 
the industrialization of the world. 

This development will continue not only in 
Japan; her progress will also encourage other 
Oriental countries to change from purely agricul¬ 
tural producers to industrial manufacturers. 

Japan is already stimulating China’s indus¬ 
trialization. She is now, for instance, importing 
some of the cotton yams she needs from China 
although only a short time ago she was still manu¬ 
facturing and exporting these yams. She is, 
furthermore, importing from China rising quan¬ 
tities of unbleached cotton tissues which are 
finished in her modem factories. 
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Japan may one day become the industrializing 
exporter of the East, just as England was in the 
West. And in the not too distant future Japan 
may be affected by China and her cheaper labour, 
even as England is suffering from Japan’s com¬ 
petition to-day. 

We cannot tell when this will happen, or how it 
will react on the West. It seems certain, how¬ 
ever, that Asia, the most densely populated part 
of the world, will one day have a tremendous 
industry, which will fight for expansion not 
only on her own but on foreign markets as well. 
Japan is to-day reminding the world of this 
inevitable development, and she herself will 
probably play an important part in the indus¬ 
trialized Asia of the future. 

THE SHORT VIEW 

Such a development may be very slow, though 
changes are occurring very quickly in Asia. 

Japan in the meantime is exposed to many 
da^ers. 

Though her great but distant future as an 
industrial exporter seems to be assured, the next 
stages of Japan’s destiny will be difficult. 

An important war, in which Japan would 
participate with all her strength, is one of the 
possibilities she is seriously considering to-day. 
While such a war lasted, Japan would probably 
cease exporting industrid products. On the 
contrary, a war would force her to import 
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heavily, and her industry would be reorganized 
to meet war-time demands. 

Even in case of a victory it would be difficult 
for Japan to recapture her neglected markets 
quickly, for other exporters, following her own 
policy during the Great War, would have 
invaded these markets. 

For geographical reasons, it seems out of the 
question that J^an would be able to conquer 
any developed, financially sound territory in the 
immediate future. And it would mean a liability 
rather than an asset for her to make any further 
conquests of undeveloped areas such as Man¬ 
churia. For military reasons such an expansion 
would again demand from the impecunious 
Mother Country heavy investments which could 
not at once—if at all—be expected to give a 
financial return. Such further expansion would 
overtax Japan’s financial strength and endanger 
her economic progress. To-day, even victorious 
wars are usually an economic loss to the victor, 
and a defeat would have unthinkable conse¬ 
quences to this highly strung people. 

Therefore, whether a war ended in defeat or 
victory, it would retard Japan’s great industrial 
future; war would not overcome but intensify 
her crisis. 

In a second European war, on the other hand, 
Japan could act as an observer and an exporter, 
and she would make tremendous strides towards 
a predominant position in international trade. 

Japan must take into consideration the danger 
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of her financial policy leading to a real inflation. 
A drastic devaluation of the yen might not be 
altogether harmful, because it would also cause 
a redistribution of wealth, now desired by social 
reformers in Japan, which would be difficult to 
achieve by political means. Apart from the 
Government, the farmers and the owners of 
small and medium-sized industries are the largest 
group of debtors in Japan. Big business is the 
largest creditor. In Germany the inflation im¬ 
poverished the middle classes and relieved big 
industrialists of their debts, but in Japan an 
inflation might benefit the people. On the other 
hand, agricultural debts in Japan consist largely 
of liabilities in kind—^for instance, 50 per cent 
of the rice harvest constitutes the land rent. 
Such debts would not be affected by an inflation. 
Other specifically Japanese conditions would 
also limit the wholesome effects of an inflation 
and enhance its harmful effects. 

It is true, however, that a far-reaching event 
like an inflation might give the social reformers, 
i.e. certain military circles, an opportunity of 
bringing about a thorough agricultural reform 
and a rehabilitation of the middle classes. Such 
an opportunity would not come their way so 
easily in normal times. 

The end of Japan’s present armament boom 
might also affect her industrial future. It is 
based on State borrowing and cannot con¬ 
tinue indefinitely. It is generally expected that 
it will cease after the peaceful passing of the 
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so-called ‘national emergency of 1935-6*. 
When the armament boom is over the chronic 
economic depression will become more acute, 
unless, by that time, agricultural reform has 
been started; unless domestic markets have 
revived; and unless a far-reaching world pros¬ 
perity has greatly increased the demand for her 
export goods. Whatever happens, it seems cer¬ 
tain that the end of the armament boom will 
cause increased export pressure. Because of 
urgent armament orders some firms—^for instance 
dockyards—^have recently rejected orders from 
abroad; for the same reason others have not 
concentrated on their export trade as they would 
have done in normal times. An end of the 
armament boom would show the way to the 
export markets to numerous branches of Japanese 
industry which have not yet found that oppor¬ 
tunity, although they are technically able to do 
so. 

THE ARMY AND THE FUTURE 

Japan’s Army is the least-known factor in her 
future development. What does the Army 
want ? What will it do ? 

Military circles—^and the Navy should be 
included in these considerations, as the common 
interests of the Services are usually stronger than 
their rivalries—^have always been more or less 
influential behind the scenes of politics, and their 
influence has greatly increased since the ‘ Man- 
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chutian Incident’ and the revival of the naval 
problem. Since the suppression of all left- 
wing seditious movements, and since the last, 
apparently final failure of the present parlia¬ 
mentary parties, the fighting Services have 
become the centre of the radical and progressive 
movements in the country. Army and Navy 
accumulate the voices of discontent, and put 
them before the public. More and more the 
Services, or at least the reformer elements in 
them, regard this function as the foundation of 
their growing power in home politics. 

In this anxiety about economic problems the 
Services are true to military interests, for they 
consider the discontent and its remedies from the 
point of view of national defence. They are 
becoming more familiar with economic problems, 
more and more eager to find solutions for them. 
They frequently participate now in economic 
discussions and might, one day, play a more 
active part. For naturally they believe that 
social and economic questions are quite as im¬ 
portant for the military strength of Japan as 
are questions concerning the training and the 
equipment of the troops. Military circles ob¬ 
serve with grave concern that the country’s 
economic capacity lags behind her military and 
naval strength. They are therefore actively 
interested in the destiny of the farmers, the 
industrial middle classes, the workers—^and in 
the development of export trade. In all these 
directions they may take a greater part in Japanese 
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politics as soon as their immediate aim—^the 
modernization and increase of the Army and 
Navy by means of large defence budgets—^is in 
sight. Even then, however, according to Japan¬ 
ese tradition, they may reign indirectly and by 
proxy; and despite the Army’s antagonism 
towards big business, certain compromises will 
probably be made with the capitalists, with 
whom the Army has always co-operated when 
national issues were at stake. 

Military ideas and policies may soon have a 
decisive influence on Japanese politics. 

So far there are no definite economic or 
political programmes. The Ministry of War, 
however, published a famous pamphlet in the 
autumn of 1934. This pamphlet, which was 
widely distributed and caused the Cabinet great 
embarrassment, reflects the military point of view, 
though it does not contain a concrete programme 
of action. It broadly discusses the future of 
national defence during the ‘ international emer¬ 
gency of 1935-6 ’ and beyond, and includes the 
following statements about Japan’s economic 
position: 

The present economic system has been developed on 
the basis of individualism. For this reason economic 
activities tend to serve only individual interests and 
fancies, and do not always harmonize with the general 
interests of the State. 

The extreme emphasis on free competition may be a 
danger, arousing antagonism between the classes. 

Wealth accumulated by a minority causes misery among 
the masses, strikes, the failure of small industrid estab- 
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lishments, the ruin of agriculture; and all these factors 
upset the balance of our national life. 

State control is now barely felt and for this reason it is 
impossible to mobilize all the forces which would fully 
exploit our resources, develop our industries, stimulate 
our foreign trade and direct our economic activities 
towards a common aim. At the same time the Govern¬ 
ment Budget is limited, and measures urgently needed in 
connection with national defence cannot be carried out 
easily. 

Various opinions are current concerning the policies 
necessary in order to improve economic conditions. 
From the point of view of national defence the following 
aims must be kept in mind: 

The new economic system must be inspired by the idea 
of justice for all. It must ensure to everyone a financial 
return commensurate with his labour, for only thus can 
personal activity be stimulated and the life of the nation 
stabilized. 

Finance and industry should be co-ordinated so that 
we can derive the full benefit from our natural resources, 
our industrial development, our foreign trade and from 
the measures adopted for national defence. 

. . ♦ it is desirable that the people should abandon 
their individualistic economic conceptions ; instead they 
should recognize the importance of a collective economy ; 
they should work towards the creation of an economic 
system which will rapidly realize the Empire’s ideal. 

The State should rigidly control the entire national 
economy. 

Though the importance of industry is not 
overlooked, the fighting Services are chiefly 
concerned about agriculture, which is considered 
the present and future basis of national defence. 
They are passionately opposed to the theory 
propagated by many capitalists who believe that 
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Japanese agriculture is beyond help, and not 
worth more than palliative measures. Japan’s 
one aim, so these capitalists believe, should be 
to develop her large industries and, like Great 
Britain, gradually to abandon her agriculture 
and her small industries without showing any 
consideration to either. 

In so far as the opponents of this theory, 
who allege that it is guiding present Govern¬ 
ment practice, have worked out an alternative, 
it seems to be as follows: Agriculture must 
be saved; the industrialkation of the country, 
which must continue, should be based largely 
on small industries; and an increasing number 
of such industries should be established in the 
villages. The surplus agricultural labour would 
thus be supplied with work, farmers would have 
an opportunity of supplementing their incomes, 
and some compensation would be found for the 
decline in seri-culture. In this way the uproot¬ 
ing of the growing industrial population, with 
all its social and political consequences, as well 
as the estrangement between the towns and the 
villages, might be prevented. With relatively 
small capital considerable progress could thus 
be made with further industrialbiation. 

According to military opinion such an * inter¬ 
nal industrial colonization ’, as it might be called, 
would be possible only if the entire system of 
industry, credit, and trade, were co-ordinated 
and controlled by the State. 

Only thus, it is said, can the weakness of small 
14 



200 MADE IN JAPAN 

industries be overcome, only thus can their dis¬ 
advantages in relation to the larger and more 
powerful industrial organizations be effectively 
removed. Only thus can small producers bene¬ 
fit from the growing domestic purchasing 
power; only thus can the general standard of 
living be raised. Only thus, in the Army’s 
opinion, can Japan remain Japan, instead of 
following the example of Western countries and 
being tom by class war. 

The large concerns—^and these concerns are 
very powerful—^would oppose the idealists in 
the Army and Navy if they tried to realize 
their aims. They claim that their policies are 
justified by the history of other countries, where 
economic development has led to growing 
trustification, to increasingly large industrial 
organizations and growing urbanization. Can 
the Japanese Army restrain a similar develop¬ 
ment in Japan ? Would and could the military 
reformers, whose strength within their own camp 
is still unknown, go far enough to overcome the 
resistance of the powerful industrial concerns? 
No one can as yet answer this question. 

The military ideas of a planned economy, 
however, of an ‘ internal industrial colonization 
would not perhaps be more dangerous to Japan 
or to the world at large than the present system 
of a limited ‘ laisser faire ’. 

Japan’s population and employment problems 
are becoming more serious from year to year 
because of the decay of her agriculture, the growth 
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of hei large cities, the concentration and rationali¬ 
sation of her large industries and the resulting 
danger to her small industries. According to 
the Japan Tims, at the third Annual Conference 
in October 1934 of the Japanese Trade Union 
Congress a resolution was passed : 

urging the Government to take legislative measures for 
the protection of workers, referring to the intensification 
of the impoverishment and distressed conditions in rural 
districts, which, the resolution claims, were a menace to 
the standard of living of industrial people, increasing 
unemployment in urban districts. 

These are explosive materials which have 
already driven forward like rockets Japan’s 
industrial production, export trade and foreign 
policies, but which might easily lead to more 
destructive explosions. 

The economic development apparently desired 
by the military reformers, on the other hand, 
would relieve the pressure of over-population. 
They would try to raise the standard of living, 
and work towards greater self-sufficiency. Japan 
might become stronger within herself without 
becoming more dangerous to other countries. 
An increase in exports would still be necessary, 
but this expansion would be more controlled and 
less desperate; her domestic competition would 
be less severe, and working conditions would 
improve; prohts would be more fairly distri¬ 
buted among all classes of producers. Her 
foreign competitors, too, would be in a better 
position, for British and other exporters do not 
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suflFet as much from the growing volume of 
Jean’s exports as they do from the revolutionary 
effects of her prices, which are unnecessarily low. 

THE ARMY AND WORLD COMPETITION 

The propaganda pamphlet of the Japanese 
Ministry of War contains the following interest¬ 
ing statement about Japanese competition in 
world markets. 

. . . countries suffering economic stagnation and 
anxiety concerning the international situation are jealous 
of the Empire’s foreign trade expansion and her growing 
political power. For this reason these countries have 
introduced all sorts of measures to curtail Japan’s econo¬ 
mic and political progress. If nothing is done to counter¬ 
act these measures, Japanese goods will be driven from 
foreign markets and Japanese emigrants will find closed 
doors everywhere; politically, the Empire will be hope¬ 
lessly isolated, and it is possible that it will be forced to 
submit to a destiny similar to that of Germany. 

From the point of view of the masses, which represent 
the majority of consumers in the entire world, it is desir¬ 
able that products should be available on the most 
favourable conditions possible. From this point of view 
a country as recently industrialized as Japan enjoys the 
great advantage of a lower standard of living, whereas 
countries such as England or the Netherlands are in an 
unfavourable position. The English and the Dutch 
favour the small controlling minority in industry and sell 
their goods at a high price to the'coloured population of 
the colonies. This procedure is contrary to the interests 
of the masses and to a spirit of fairness. Economic con¬ 
ditions in our Empire, on the other hand, correspond per¬ 
fectly with the interests of the masses all over the world, 
so tl^t we must logically become predominant in econo- 
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mic competition. If English and Dutch competitors 
should persist in their methods of unlawful competition, 
the Empire will eventually be obliged to use armed force 
so that a spirit of fairness may triumph. 

We must consider that the commercial drive of England 
and other countries wiU be intensified in future. It' 
is easy to predict that the Powers will fling themselves 
on to the Chinese market in order to offset the difficulties 
into which the Western world has been plunged. We 
must therefore reorganize and control the policies govern¬ 
ing our foreign trade in the shape of national concentration; 
private interests must no longer be considered, and, at 
the same time, we must decide on counter-policies which 
will enable us to meet the crisis by finding new markets 
and recovering our old market in China. 

JAPAN AND THE WORLD 

To-day Japan’s export competition is a serious 
world problem—but the harm which Japan has 
unwillingly done is often exaggerated, just as 
the fundamental drawbacks of the post-war 
economic system are often under-estimated. 

With the increase of her exports, Japan drove 
the ‘ old ’ industrial countries from various 
markets. Japan has done so even in the poorest 
classes of consumers in the poorest markets, 
where other countries could never hope to 
compete with cheap Japanese goods. For unless 
Japan had invaded these markets, the poor con¬ 
sumers would probably have bought smaller 
quantities of similar products made in Great 
Britain or other countries. The masses, whose 
varied demand is never really satisfied, might 
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also have purchased other industrial goods pro¬ 
duced in England or other countries; instead of 
buying the new Japanese bicycles, for instance, 
or rubber shoes, they might have purchased 
hardware or other manufactures of established 
e^orters. At least the masses would have 
spent their slight surplus with domestic manu¬ 
facturers who would then have bought more 
Western goods. Japan’s cheap goods did not 
create a new purchasing power in these markets ; 
she merely absorbed existing purchasing power, 
which would otherwise have benefited her 
competitors. 

It is true, however, that the world as a whole 
has won at least as much as she has lost by Japan’s 
progress. For Japan always buys a little more 
from foreign countries than she sells to them. 
Workers in Great Britain and in many other 
countries have virtually lost their jobs to Japanese 
workers, but increasing Japanese imports of raw 
materials have supplied work for Australian 
wool growers, for Indian and American cotton 
farmers, for rubber planters, for lumbermen, and 
for miners in many other countries. As a result, 
many of these countries, in turn, supplied the 
industrial workers of Great Britain and other 
countries with larger orders and more work 
than would have been available without Japanese 
imports. Here Japan has created a new pur¬ 
chasing power; from .this point of view she has 
not intensified but alleviated the world depression. 

In money values Japan has contributed at least 
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as much to world trade as she has got from it. 
Japan, as a country, has not been enriched by her 
increasing exports; she has not accumulated 
reserves, and she has not acquired one ounce of 
gold as a national profit. As far as material 
value and labour are concerned, she has probably 
given far more than she has received. She 
exports at extraordinarily low prices, whereas she 
imports at relatively high prices. She maintains 
her balance of trade by making national sacrifices, 
which cannot be estimated in figures, but which 
must be very great. These financial sacrifices 
do not come from an abundance of wealth, but 
from desperate need. 

Japan is fully justified in not considering her¬ 
self a debtor, and much less a delinquent in 
the world economic system. 

The countries which Japan provided with 
work, and those from which she took it are, 
however, not identical. Roughly speaking, it 
is the manufacturing countries who have been 
harmed by Japan, while the raw-materials coun¬ 
tries have been benefited. Japan has therefore 
upset the balance of the world economic system, 
a balance which was not too stable in any case. 
This is the real reason why other countries com¬ 
plain about her; and the fear of her increasing 
exports is really an anxiety that she will upset 
this balance still more. 

The organization of world trade has shown 
itself to be too rigid to cope with disturbances of 
this kind. That fact is, in Japan’s view, re- 
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sponsible for the difficulties now confronting 
industrial countries. 

Theoretically, at least, it is easy to imagine a 
remedy for Japan’s disturbing effect on the world: 
the expansion of world trade should be organized 
on a co-operative plan, so that old-timers and 
new-comers can develop, so that prosperity will 
be restored in the West and in the East. 

The world is, however, growing more and 
more nationalistic; it is suspicious, and more 
than ever dominated by antagonisms and mis¬ 
understandings. At present the only hope lies 
in a natural recovery of international trade, a 
recovery which will surmount man-made 
obstacles. . . . 

In the meantime the bitter struggle for markets 
continues. 
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Life 8i. 6d. net. 

MAETERLINCK (Maurice) 
The Blue Bird 6t. net. 

Also, illustrated by F. Cayley 

Robinson. ios. 6d, net. 

MARLOWE (Christopher) 
The Works. In 6 volumes. 

General Editor, R. H. Case. 
The Life of Marlowe andDiDO, 
Queen of Carthage 8s. 6d. net, 
TaMBURLAINE, 1 AND II 

los. 6d. net. 
The Jew of Malta and The 

Massacre AT Paris iot.td.net. 

MARLOWE (Christopher)— 
The Works—continued 

Poems iox. td. net. 
Doctor Faustus 8x. td. net. 
Edward II St. td. net. 

MARRIOTT (Sir J. A. R.) 
The Reign of King George V 

Illustrated, is. td. net. 
Modern England (1885-1Q32) 

its. net. 
The Evolution of Modern 

Europe, 1453-1933 iw. td. net. 

MASEFIELD (John) 
On the Spanish Main td. net. 
A Sailor’s Garland 3*. td. net. 
Sea Life in Nelson’s Time 

7s. td. net. 

METHUEN (Sir A.) 
An Anthology of Modern Verse 
Shakespeare to Hardy : An 

Anthology of English Lyrics. 
Each, Cloth, ts. net. 
Leather, ^t. td. net. 

MILNE (A. A.) 
Peace with Honour 51. net. 
Toad of Toad Hall 

A Play founded on Kenneth 
Grahame’s * The Wind in the 
Willows *. 51. net. 

’Those Were the Days ; Collected 
Stories 71. td, net. 

By Way of Introduction 
Not that it Matters 
If I May Each 3s. td. net. 
When We were Very Young 
Winnif-the-Pooh 
Now We are Six 
The House at Pooh Corner 
Each illustrated by E. H. Shepard. 

^s. td. net and is. td. net. 
Leather, lot. td. net. 

The Christopher Robin Verses 
(* When We were Very Young * 
and ' Now We are Six * com¬ 
plete in one volume). Illustrated 
in colour and line by E. H. 
Shepard. Sr. td. net. 

The Christopher Robin Story 
Book 

Illustrated by E. H. Shepard. 
5s. net. 

The Christopher Robin Birth¬ 
day Book 
Illustrated by E. H. Shepard. 

3*. td. net. 
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MILNE (A. A.) and FRASER-SIM- I 
SON (H.) 

Fourteen Songs from ‘ When Wb 
WERE Very Young ’ ^s. 6d. net. 

Teddy Bear and Other Songs I 
FROM ‘ When Wb were Very 
Young ’ 71. 6d. net. 

The King’s Breakfast 3x. 6d. net. 
Songs from * Now Wb are Six * 

ys. 6d. net. 

More * Very Youno ’ Songs 
ys. 6d. net. 

The Hums of Pooh ys. td. net. 
In each cate the words are by 
A. A. Milne, the music by H. 
Fraser^Simson, and the decors- 
dona by E. H. Shepard. 

MITCHELL (Abo) 
Down to Scratch 

Length on the Links 
Each, illustrated, 5f. net. 

MORTON (H. V.) 
A London Year 

Illustrated, 61. net. 
The Heart of London 3X. td. net. 

Also, with Scissor Cuts by L. 
Hummel. 6s. net. 

The Spell op London 
The Nights of London 

Blue Days at Sea Each 3s. td. net. 
In Search of England 
The Call of England 
In Search of Scotland 

In Scotland Again 
In Search of Ireland 
In Search of Wales 

Each, illustrated, ys. td. net. 

MOSSOLOV (A. A.) 
At the Court of the Last Tsar : 

Being the Memoirs of General 
A. A. Mossolov, Mead of the 
Court Chancellery 1900-1916. 

Illustrated, izr. td. net. 

MUIR (Augustus) 
Scotland's Road of Romance 

Illustrated, ys. td. net. 

PETRIE (Sir Flinders) 
A History of Egypt 
In 6 Volumes. 
Vol. I. From the 1st to the 

XVIth Dynasty 12s. net. 

Vol. II. The XVIIth and XVIIIth 
Dynasties 9s. net. 

Vol. III. XIXth to XXXth 
Dynasties izs, net. 

PETRIE (Sir FUndEn)^ontinued 

Vol. IV. Egypt under the 
Ptolemaic Dynasty 
By Edwyn Bbvan. 15*. net. 

Vol. V. Egypt under Roman Rule 
By J. G. Milne. 12s. net. 

Vol.VI. Egypt in the Middle Ages 
By S. Lane Poole. lor. net. 

RAGLAN (Lord) 
Jocasta's Crime 6t. net. 

The Science of Peace 3s. td. net. 
If 1 WERE Dictator 2s. td. net. 

SCOTT (Dr. Douglas Hay) 
Health and Nursing in the 

Home. Illustrated. 2is. net. 

SELLAR (W. C.) and YEATMAN 
(R. J.) 

1066 AND All That 

And Now All This 
Horse Nonsense 
Each illustrated by JOHN REYNOLDS. 

Ss. net. 

STAPLBDON (Olaf) 
Waking World yt. td. net. 
A Modern Theory op Ethics 

8s. td. net. 

STEINBERG (Dr. 1.) 
Spiridonova ; Revolutionary Ter¬ 

rorist. Illustrated. 12s. td. net. 

STEVENSON (R. L.) 
The Letters Edited by Sir Sidney 

Colvin. 4 Vols. Each 6f. net. 

STOCK (Vaughan) 
The Life of Christ 

Illustrated. 6s. net. 

SURTEES (R. S.) 
Handley Cross 
Mr. Sponge’s Sporting Tour 
Ask Mamma 

Mr. Facby Romford’s Hounds 

Plain or Ringlets? 
Hillingdon Hall 

Each, illustrated, ys. td. net. 
JORRocKS’s Jaunts and Jollities 
Hawbuck Grange 

Each, Illustrated, 6r. net. 

TAYLOR (A. B.) 
I Plato : The Man and His Work 

£i IS. net. 

Plato : Ti.m;eus and Critias 
ts, net. 

Elements of Metaphysics 
las. td. oeL 
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TILDEN (WiUiam T.) 
The Art of Lawn Tennis 

Rewed Edition. 
Singles and Doubles 

Eetcht Illustrated. 6s. net. 

TILESTON (Mary W.) 
Daily Strength for Daily Needs 

3s. td. net. 
India Paper. Leather^ 6s net. 

UNDERHILL (Evelyn) 
Mysticism Rewed Edition. 

15s. net. 
The Life of the Spirit and the 

Life of To-day 7*. net. 
Man and the Supernatural 

3S. td. net. 
The Golden Sequence 

Paper boards, 3s. td. net. 

Cloth, 5s. net. 
Mixed Pasture : Essays and 

Addresses 5s. net. 
Concerning the Inner Life 

as. net. 

The House of the Soul as. net. 

VALETTE (John de la) 
The Conquest of Ugliness ; A 

Collection of Contemporary 
Views on the Place of Art in 
Industry. Illustrated. %t. td.net. 

WARD (A. C.) 
Twentieth Century Literature 

5s. n«f. 

The Nineteen-Twenties 5s. net. 

Landmarks in Western Litera¬ 
ture 5*- net. 

American Literature 7s. td. net. 
What is this Life ? 5s. net. 

WATTEVILLE (Vivienne de) 
Speak to the Earth ; Wander¬ 

ings and Reflections among 
Elephants and Mounuins. 

Illustrated. 15s. net. 

WHIPPLE (Sidney B.) 
The Lindbergh Crime 6s. net. 
Noble Experiment: A Portrait 

of America under Prohibition 
5s. net. 

WILDE (Oscar) 
Lord Arthur Savilb*i Crime and 

the Portrait of Mr. W. H. 
6s. td. net. 

The Duchess of Padua zt.td.net. 
Forms 6s. td. net. 
Lady Windermere's Fan 

6s. td. net. 
A Woman of No Importance 

6s. td. net. 
An Ideal Husband 6s. td. net. 
The Importance of Being Earnest 

6s. td. net. 

A House of Pomegranates 
6s. td. net. 

Intentions 6s. td. net. 
De Profundis and Prison Letters 

6s. td. net. 
Essays and Lectures 6s. td. net. 
Salome, A Florentine Tragedy, 

and La Saints Courtisanb 
as. td. net. 

Selected Prose of Oscar Wilde 

6s. td. net. 
Art and Decoration 6s. td. net. 
For Love of the King 5s. net. 
Vera, or the Nihilists 

6s. td. net. 

METHUEN'S COMPANIONS TO MODERN STUDIES 
Spain. E. Allison Peers, las. td. net. 
Germany. J. Bithell. 15s. net. 
Italy. E. G. Gardner, las. td. net. 

France. R. L. G. Ritchie. 12s. td. net. 

METHUEN'S HISTORY OP MEDIEVAL AND MODERN EUROPE 
In 8 Vols. Each its. net. 

I. 476 to 911. By J. H. Baxter. 
II. 911 to 1198. By Z. N. Brooke. 

III. 1198 to 1378. By C. W. PREViTfi-ORTON. 
IV. 1378 to 1494. By W. T. Waugh. 
V. 1494 to 1610. By A. J. Grant. 

VI. 1610 to 1715. By E. R. Adair. 

VII. 1715 to 1815. By W. F. Reddaway. 

VIII. 1815 to 1923. By Sir J. A. R. Marriott. 

Methuen & Co. L^., 36 Essex Street, London, W.C.2 
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