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PREFACE

Contrary to earlier common im pression of Japan as the only Far East 

Asian country that was devastated in World War II and once flooded the 

world market w ith cheap textiles and other cheap and low quality 

products, the reality of today is that there is hardly any country in the 

world that does not have some form of economic relation with Japan. 

M ost o f the industrialized countries suffer trade deficits (Japan's trade 

surplus in the fiscal year ending M arch 1991 was US $ 113. 44 billion  and 

that in 1992 was US$ 136.051 billion). These figures would be much 

higher if the import of precious metals for reserve and stockpiling is 

included. W ith her  ̂w hile many developing countries heavily depend on 

her for econom ic or technical assistance, or loans. M ost households all 

over the world are foreign brands supplied by Japanese com panies in 

the original equipm ent m anufacturer (OEM) arrangement. Japanese 

spare parts and consum er products throughout the world. They are no 

more of low quality or cheap.

Intentional financial institutions are going to be more and more 

dependent on Japanese finance. The top five commercial banks of the 

world (as o f 1990) in terms o f assets and deposits are now the Japanese. 

The exchange rate of the Japanese currency fixed at Y90 to a dollar (as of 

1 August 1995). The yen is now a powerful intentional currency which 

many countries are using in their reserves. Japan is now the single 

Digest purchaser o f the United States (US) movement government 

deficit finance bonds (US budget deficit in the fiscal year 1991 was 

US $ 269 billion, which was estimated to be above US$ 375 billion in the 

fiscal year 1992.
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Japan is now a prom inent m em ber of the powerful Group of Seven 

industrialized nations (G- 7). It is modestly aspiring for a top 

shareholder position in the W orld Bank and the Intentional Monetary 

Fund (IMF). It exerts considerable influence over decisions of the Asian 

Developm ent m em bership of the United Nations (UN) Security Council.

W hat is v isib le is largely a postwar developm ent, and this phenomenal 

postwar economic developm ent of Japan started drawing renewed 

attention of the developed and the developing countries alike since the 

early 1960, particularly after was surpassing the advanced European 

countries one after another, even the UK and the then W est Germ any, in 

G N F to becom e the second largest economy in 1968 in the free world 

after the USA^ w hile the developing economy of China and the former 

U SSR  used to be shrouded in veil.

These days hardly any country w ill be found that does not take an 

interest in Japan for whatever reason it may be. The developed countries 

are worrying as to how they can compete with Japan. The developing 

countries are trying to find out w hether they can emulate some of 

Japan's policies and strategies. There came out many best sellers on 

Japan. M any o f them  described Japan's development as m iracle, some 

called it a postwar economic phenom enon, w hile others attributed it to a 

free ride, US security, and life-long employment. But hardly any 

research has devolved into the factors that made Japan grow to provide 

answers to both the developed and developing countries.
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CHAPTER-ONE 

Introduction

Today Japan is one of the most advanced and one of the most powerful 

nations in the world. Japan's industrial m achine pours forth a flood of 

goods to the four com ers of the globe; Japan's business men and women, 

dip-Lom ats, students, and ordinary citizens find their way to every 

m ajor city and country in the world ceaselessly in pursuit o f knowledge, 

profit, and pleasure; japan 's science and technology, as w ell as Japan's 

art and literature, enrich the higher culture of many other peoples. Yet to 

many outsiders Japan remains an unknow n quantity, dimly on the edge 

of consciousness and hard to fit into fam iliar categories. The Japanese 

them selves are partly responsible for their relative invisibility. A 

generation ago they paid the price o f being too truculently self-assertive, 

and m em ories of defeat and military disaster in W orld W ar II have made 

many Japanese reluctant to thrust themselves too boldly before the 

world public. N onetheless, Japan has become increasingly v isib le over 

the past decade and w ill doubtless continue to be visible in decades to 

com e.’

W hen Commodore M atthew Perry sailed into Uraga Bay in July 1853, he 

carried a letter to the emperor of Japan assuring him that the United 

States had no intention of disturbing the tranquility of his realm. This 

com forting diplom atic assurance could hardly have"

been w ider of the mark, for Penys arrival set in m otion a process of 

rapid and bew ildering change that profoundly altered the course of 

Japanese history. W ithin the space of a generation the Japanese

George Allen and Unwin, Aspect of liic liisiors' o f ihc ci\ ili/.;ition of Jap;in, 3 vol.. London. 1930.
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transform ed them selves into the first country outside the W est to build 

up a m odem  state, to set in m otion a modem  industrial economy, and to 

plungeinto the exciting but uncertain waters o f world politics. As one 

foreign observer noted in 1900, Japan was like a bright comet suddenly 

tracing a path across the sky, exploding into the vision o f an outside 

world that for centuries had hardly ta k e n , notice of i t

From its beginning the rem arkable transfom iation of Japan follow ing 

the arrival of Perry excited the interest of Americans. For those of Perry's 

day the "opening" o f Japan was seen as an event of great moment. It held 

out the prospect of converting a "backward and heathen" people into a 

"civilized and forw ard-looking" nation committed to progress, liberty, 

free trade, and Christianity. In  1861 one American publication reported 

that the Japanese, even though they were "M on gol," possessed "greater 

m ental activity and capacity for acquisition of know ledge than they 

other nations belonging to that race", and ten years later it noted happily 

that Japan was progressing toward "civ ilization" with "a rapidity which 

challenges universal adm iration" Japan during the past century has 

undergone many of the same kinds of change that the W estern world 

experienced from the m id-eighteenth century. The interesting questions 

are: why and how? At first most historians, reflecting a general popular 

assessm ent, tended to regard Japan as a unique case, contrasted with 

China, India, and other "backward" areas of the world, which were 

unable to m ake a sim ilar breakthrough into modernity. They tried to 

discover what was peculiar about Japan that enabled it to "succeed in 

doing w hat these other non-W estem  societies had not. Som etim es their 

answers were silly-w hen they cited the Japanese "capacity for im itation, 

for example. But the more perceptive, such as the brilliant Canadian
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historian E. H. N om ian, noted that the breakdown of traditional society 

before the advent of Perry prepared the way for the massive changes that 

came after it. This view point, which suggests the unique social 

circum stances behind Japan's rapid m odernization, continues to be 

suggestive even today.^

Since W orld W ar II Japan’s modern experience has been placed in a 

slightly different perspective- The emergence of a w elter of "new 

nations" in the postwar world made Japan seem less a unique case than 

as the first instance of a more general phenomenon; the modernization 

o f the non-W estem  world. Some historians and social scientists tried to 

use the Japanese case as a testing ground for larger theories about what a 

"modem society" is and how it gets that way. More often than not they 

found these theories were an ill fit for Japan. Others, more oriented 

toward public policy^ proposed Japan as a model or example for other 

non-W estem  nations to follow. This line of thought became pronounced 

as m em ories of W orld W ar II faded; and Japan became one of the 

staunchest allies o f the United States in the struggle against "com munist 

totalitarianism ." Clearly there were advantages to be gained in cold war 

ideological debates by pointing out lessons to be learned from a country 

that not only had m odernized itself early on but had done so w ithin the 

fram ework of a free-enterprise economy under a non-M arxist and non- 

ideological leadership.

The prevailing popular image of m odem  Japanese history has picked up 

this stress on the positive aspects of Japan's m odem  transfom iation; 

O ver the past few years, there has been a strong trend to view m odem

Harper and A m erica Encounlcrs Jnpaii: From P cro  to M acArtlier, New Y ork . 1963, P -66 .

Dhaka University Institutional Repository



Japan the third largest industrial power in the world. To be sure, there is 

much to commend this point of view. The Japanese today enjoy a degree 

of material com fort and security unknown to their great-grandparents or 

to their contem poraries in Korea, China, and India. As the Japanese 

boom has rolled on, Japanese living standards and technical 

achievem ents have come to be measured by standards of W estern 

experience rather than by those of the non-W estem  world. Indeed, many 

observers have begun to wonder w hether the ’’advanced" nations might 

not have som ething to leam  from Japan loo.^

By contrast, the postwar generation of Japanese has tended to stress the 

darker side of Japan's modern century. They do not deny the realities of 

Japan's econom ic growth, but they point out that other things came with 

it-the persistent feudal habits of mind, an authoritarian political order, 

an expansionist foreign policy, and the final tragedy of war. They look 

back beyond the rem arkable Gross National Product of today to the 

circum stances that led to the leveling of Hiroshima and Nagasaki by 

atomic bombs. In  the past decade, w hile some optim istic Americans 

looked forward to the emergence of a "Japanese century" in the near 

future, more pessim istic-Japanese observers feared the re-emergence of 

Japanese im perialism  in new and subtler form s, a turn of events they 

regarded as om inous for the. Japanese them selves as for the rest of the 

world. For them , the prime lesson of Japan’s m odem  history is how n ot  

to modernize.

If one looks at the course of Japanese history during the last century, it is 

clear that whatever one's standards are, Japan's path to the present has

Japanese history as a kind of success story.

Dhaka University Institutional Repository



been strewn w ith both failures and successes. To sweep aside the 

failures as the price inevitably paid for the long-run achievements 

m akes no more sense than to suggest that these achievem ents are 

nothing compared with the sufferings it has undergone. But before 

m aking a final judgm ent on the meaning o f Japan's modern experience 

one ought to try to understand what happened and why. Not to do so 

m eans falling into an a historical praise-and biame approach to history, 

which judges people and nations of the past by standards they 

them selves did not accept or regard as appropriate. Human history, like 

human life, is am biguous, and when one moves from description and 

analysis to moral judgm ent, its meaning becom es as varied as its 

observers are numerous.

Objectives of the Study

The objectives of the study are as follow:

1. To know how Japan became so modernized and developed country 

in the world.

2. To know full education system of Japan and what is it ŝ difference

^  from  Bangladesh.

3. To know Japanese economic aspect and industry, their policy

financial system etc.

4. To identify the problem s and obstacle o f Bangladesh.

5. And finally  to suggest effective measure for Bangladesh in the light

of Japanese System.

■’ Piucr Dims. The Rise of Modem Jiipuii, Sl;iiicirord Um\crsily. PP-l-3.
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Rational Of The Study

Bangladesh is facing various problem s i.e. Tarty system, leadership 

problem  are the best. Corruption and violence^ political in tolerances, 

gap betw een the citizen, psychology and historical enmity etc are also 

problems. There is no accountability in Bangladesh. There are no norms 

and system, no m aster plan, no solution about unem ploym ent problem; 

higher study in another most important problem. Lack of real 

adm inistration, lack of chain and command is also a m ajor problem.

Japanese G overnm ent plays a key role in promoting economic growth in 

the country. The principle of peace, light standard education positive 

introduction o f new technology, the financial system multilateral 

trading system , political stability Japan may be example for Bangladesh.

A system atic study on the overall economic development process can 

lead to a further understanding and find possible answ er to this 

difficulty question.
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Methodology o £ the Study

For an em pirical study, relevant data and infom iation have been 

collected both from the primary and the secondary sources. The data 

have been tabulated, analyzed and interpreted with use of standard 

statistical tools.

Primary Source 

The relevant data and inform ation of primary sources are not available.

Secondary Sources

Secondary sources (published materials) has been consulted for study. 

Non- documentary sources of infom iation (exchange of views or ideas 

among the scholars) w ill also be taken into consideration.

Limitation of the study

There is a lim itation of study because books, publications and articles 

of this relevant topic are not available so I had to face various problem  

for collecting infom iation.

Dhaka University Institutional Repository



CHAPTER-TWO

Japan^s Modernization

Japan is am ong the most successful example of modem economic 

growth. The Govt, of Japan played a key role in promoting economic 

growth in the country. The principle of peace. Light standards 

education, positive introduction of new technology, the financial 

system , m ultilateral trading system, political stability are key important 

for the econom ic m iracle in Japan.^ It had been transform ed from a 

m ediaeval state into a modernized, industrialized, computerized, high- 

teach country in an extremely short period; Japan is the most rem arkable 

images of the world for her rapid economic growth. Japan is now seen as 

a great power com parable w ith the United States in term of economic 

and com petitive strength.^ The economic development w hich made 

Japan's GNP the second highest is the world in som etim es considered to 

be a post world war II phenomenon. It is quite often described as a 

m iracle some forty five years ago Japan's phenom enal economic success 

aroused unprecedented interest in not only the international business 

com m unity but also among researchers and scholars of diverse 

disciplines from  both the developed and the third world countries^. 

M uch of the research was however specialized and did not give 

complete and com prehensive picture of the country. In order to under 

stand the Japan and its developm ent process one should understand its

■’ Jnpfincsc Economic Cluillcngc P. 137 

■' Japan Forum Vol. 3. No. 1. April 1991.
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Y- past first to com prehend vvhat factors motivated the Japanese people to

achieve so much in such a short tinie^

In order to bring about a basic and permanent change in the attitude of, 

the Japanese toward modernization, reforms in the field of education 

were of the first importance. A ministry of Education was setup on the 

western pattern in 1871. The school district and compulsory elementary 

education for boys and girls for three years of schooling, later increased 

to six. Here again a change in Japanese policy occurred, and more liberal 

ideas of education from America supplanted the rigid French pattern.* 

Shipbuilding in a part, but on one part, of that powerful industrial 

advance which Japan had made from the world war II to the present, 

often know as "the economic miracle.

The year 1 987 was a red letter one for the Japanese; in that year their per 

capita GNP exceeded that of the United States for the first time.’

The Figures are as follows in 1986, Japan $ 16,330 U.S $ 17,464 but m 1987 

Japan $ 19, 642 U.S 18,403. Economic development was doubtless 

promoted by changing political condition and institution after 1900. 

Tokugawa period that a strong sense of modern type nationalism, with 

very deep roots among the people, began to develop in Japan. Modern 

nationalism requires a high level of awareness of cultural

distinctivenessi**

' Hironulsu Ishi, Ta.xiiuon and public dcbl in a grou i.ig ccononuc: Tlic Japanese cxpcncncc p . 1.

Ibid
 ̂Japan a coiinlr\ Study cli. 3 
W. scoiS Morlan Japan its hislon and cuUurc p. 

Fact and figures of Japan 2001
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Japanese in every traditional way of doing things and to adopt what 

appeared to be more m odem  and efficient ways of bringing the fruits of 

civilization to the Japanese, w hether it was the constitution, the central 

governm ent adm inistration, the m ilitary, the school system or the 

technology industry

In the M eiji period (1868-1912), leaders inaugurated a new W estern- 

based education system for all young people, sent thousands of students 

to the United States and Europe, and hired more than 3,000 W esteniers 

to teach modem science,' mathematics, technology, and foreign 

languages in Japan.i^

Japan has been come in dependent 28 April in 1952. There are about 13 

cores people in Japan. Once upon a time 85%  people of Japans was 

dependent on Agriculture and 15%  people was dependent on industries. 

W ith in a short tim e the Authority of Japan has been changed the 

situation fully. Now 85%  people are depended on Industries. How is it 

possible that is question to the scholar and research? Now the G D P of 

Japan is 21300 US$ and Bangladesh G D P is 400 $.

The first and forem ost condition for developm ent is education. Japan is 

so developed because 100"/o people are educated. Japan's highly 

acclaim ed post war education system  contributed strongly to the 

m odernizing process. The world's highest literacy rate and high 

education standards were m ajor reasons for Japan's success in achieving 

a technologically advanced economy, Japanese schools also encouraged

"  Ibid
V ogci E F A  non tmditonal \ ic\v o f  Japanese tModcriii/aiion
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discipline an important requisite to produces an effective work force.

The num ber of people of Japan and Bangladesh is about same, (about 14 

crore)'^ but Bangladesh have only 21 public University and 52 private 

University only to name, on the other hand there are 800 University in 

Japan. This is the main factor.''’

Japan w ith alm ost three m illion men and women enrolled in over 800 

U niversities and four years colleges, has the second largest higher 

educational system  in the developed world. In Japan public University 

usually enjoy more prestige than their private counter part and only 

about 27 percent of all University bound students manage to gain 

adm ission to public University.

Second condition for developm ent is industrialization; Japan's economic 

success is not a temporary phenomenon. It is not a result of cheap labor, 

or of exports, or of copying. These sim plistic explanations cannot 

explain the massive achievem ent of Japan rather Japanese industrial 

growth is the result of the functioning of a highly efficient system  in 

w hich parts inter related to stim ulate continued growth. Japanese 

business practice and the business system  are far different from those of 

an y  w estern economy. This has obscured recognition of the near ideal 

condition that Japan has created for economic growth.

Japan is one the most developed country and Bangladesh is one of the 

least developed countries in the world. But the populations are same.

”  Statistical Handbook o f  2001  
Ibid
Sourcc BANBEIS _
Lucicn Ellinglon Japanese Ediiaition Japnn Digest. Upadatcd Scptcinber 2005
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and area is one third. Japans philosophy, norms and system, 

accountability, political stability, governing system, local government 

structure are the best. The Japanese practice of using education as a tool 

for national developm ent and population control m ay  be universally 

adaptable.

The industrial and trade polices of Japan, now being criticized by the 

developed countries, may be adopted by Bangladesh. The banking 

system , fiscal and monitory system^ legal system and taxation system of 

Japan may be valuable model for Bangladesh. It is doubtful w hether any 

other system  can pull our country out of poverty'^

Sam uel P. H untington in his notable work on democratization observed, 

"Econom ic developm ent makes democracy possible, political leadership 

m ake it real." In  the same vein Dr. Ataur Rahman said, Bangladesh 

needs new roles and new behavior from its political leaders who should 

be more tolerant and perform ing for the people.'**

*' Riilmian Mustafix.ur \ lm leg v
Rjihiiiaii Alaiir DcJiiocratiziiUoii ard American Foreign Policy. Bangladesh pcrspccli^'c.
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CHAPTER THREE
TH E JAPA N ESE EDUCATION SYSTEM

Introduction

Japan is one of the highest standard of education and one of the highest 

literacy rates in the world. About 93% of children enter high school, and 

nearly all of them became graduate. At over 40'Vo in 2000, Japan also has 

one of the highest university enrolm ent rates in the developed world, 

and a huge num ber of state and private universities to serve the 

population. The Japanese educational system is composed of 6 years of 

elem entary education, 3 years of junior high school education, 3 years of 

senior high school. Education, and 4 years of undergraduate and 5 years 

of graduate education. There are also kindergarten prior to elementary 

schools, 5-year technical colleges on which students enter finishing 

jun ior high schools, and 2-year junior colleges after senior high schools. 

Everyone enters elementary school at the age of 6, and the 9 years of 

education from elementary school through jun ior high school are 

compulsory.'"^

TH E STA G ES OF THE ED U CA TIO N  SYSTEM

T he basic education system was modeled on a mixture of the British, 

French and US system s, with the latter influence perhaps being the 

largest. School consists of the follow ing basic route;
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*> Kindergarten 

<• Elementary School 

<• Lower Secondary School 

*> Upper Secondary School 

<* University

There are many other options. Amore detailed breakdown would be:

♦> Kindergarten 

*> Elementary School 

<• Lower Secondary School 

Followed by any of the follow ing, some of which can be follow ed on a 

part-time or correspondence basis:

*> Upper Secondary School 

<* Colleges of technology 

<* Schools for the blind 

*1* Schools for the D eaf 

•> Schools for O ther D isabled 

Specialized Training College

This is follow ed by H igher Education, which may be at any of the 

follow ing (again, correspondence and part-time options are often 

available):
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Specialized training college (Nursing, Engineering, etc.)

<* Junior college 

University

Graduate school (M aster’s courses. Doctoral courses)

<* M iscellaneous schools

School System

The m odem  school system of Japan began from the promulgation- of the 

school system  in 1872. The Fundamental Law of Education and the 

School Education Law were enacted in 1947 and the 6-3-3-4-year system 

of school education was established aim ing at realizing the principle of 

equal opportunity for education/*^

Upper secondary schools were first established in offering full-tim e and 

part-time courses, and in correspondence courses were added to the 

system.

The new system for universities began in 1949. The junior college 

system  was established on a provisional basis in 1950 and on a 

perm anent basis in 1964, follow ing an amendment to the School 

Education Law

Colleges of technology were initiated as an educational institution in 

1962 to provide low er secondary school graduates with a five-year 

consistent education (five-and-a half years in the case of mercantile 

m arine studies).

■" w.w .w. Jiipan Education Syslcsn
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Those pupils and students who are disabled are properly educated at 

special education schools {schools for the blind, deaf and other 

disabled), or in special classes at elementary , and lower secondary 

schools, depending upon the type and extent of disability, or attend both 

ordinary schools and special support services in resource rooms if the 

disability  is a m inor one.

In  addition, there are kindergartens for pre-school children, and 

specialized training colleges and other m iscellaneous vocational schools, 

which are offering technical courses or those for various practical 

purposes.

Also, pursuant to the am endm ents to the School Education Law and 

other legislation in June 1998, the six-year secondary school can be 

established to enable consistent education covering teachings at both 

low er and upper secondary schools from FY 1999.

Brief notes on each of the different type of educational institutions sown 

in the diagram are given below.

1. Kindergartens

Kindergartens aim at helping pre-school children develop their mind 

and body by providing a sound educative environm ent for them. 

Kindergartens cater for children aged 3, 4 and 5, and provide them with 

one-to three year courses.

2. Elementary Schools

A ll the children who have attained the age of 6 are required to attend
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elem entary school for six years. Elementary schools aim at giving 

children betw een the ages of 6 and 12 primary general education suited 

to the stage of their mental and physical development.

3. Lower Secondary

A ll the children who have com pleted elem entaiy school are required to 

study in low er secondary school for three years until the end of the 

school year in which they reach the age of 15. Lower secondary schools 

give children betw een the ages of 12 and 15 general secondary education 

suited to the stage of their m ental and physical development, on the 

basis of the education given in elementary school.

U pper Secondary Schools

Those who have com pleted nine-year compulsory education in 

elem entary and low er secondary school may go on to, upper secondary 

school Students must norm ally take entrance exam ination to enter upper 

secondary school. In  addition to full-day courses, the there are also part­

tim e and correspondence courses. Full-day courses last three years, 

w hile both part-time and correspondence courses last three years or 

more. The last two courses are m ainly intended for young workers who 

w ish to pursue their upper secondary studies in a flexible manner in 

accordance w ith their own needs. All these courses lead to a certificate of 

the upper secondary education.
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In terms of the content of teaching provided, the upper secondary school 

courses may also be classified into three categories; general, specialized 

and integrated courses.

G eneral courses provide mainly general education suited to the needs of 

both those who w ish to enter institutions of higher education and those 

who are going to enter em ploym ent but have chosen no specific 

vocational area.

Specialized courses are mainly intended to provide vocational or other 

specialized education for those students who have chosen a particular 

vocational area as their future career. These courses may be further 

classified into; agriculture, industry, commerce, fishery, home 

econom ics, nursing, science-m athem atics, physical education, music, art,

’ English language and other courses.

Integrated courses were introduced in 1994. These courses offer a 

wide variety of subject areas and subjects from both the general and the 

specialized courses, in order to adequately satisfy students' diverse 

interests, abilities and aptitudes, future career plans, etc.

5. Secondary Schools

In April 1999, a new type of six -year secondary education school, called 

"Secondary School" was introduced into their school system. Secondary 

schools com bine low er and upper secondary school education in order to 

provide low er secondary education and upper secondary general and 

specialized education through 6 years. The lower division in the first 

three years provides low er secondary school education and the upper
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division in the latter three years gives upper secondary school education.

6. Special Education schools

Special education schools aim at giving children with disabilities 

education suited to their individual needs.

There are schools for the blind, deaf and other disabled. Schools for the 

other disabled may be further classified into three types: those for the 

m entally retarded, those for the physically disabled and those for the 

health impaired.

Special education- schools comprise four levels of, departments 

nam ely, kindergarten, elem entary, low er secondary and upper secondary 

departments.

Special classes in ordinary elem entary, low er and upper secondary 

schools cater to disabled children whose disabilities are not. so serious.

7. Institutions of Higher Education

Institutions of higher education in Japan include universities. Junior 

colleges and colleges of technology. In addition, specialized training 

colleges offering specialized may be regarded as one type of higher 

education institution.

a. U niversities are intended to conduct teaching and research in depth in 

specialized academic disciplines and provide students with advanced 

know ledge. U niversities require for adm ission the com pletion of upper 

secondary schooling or its equivalent, and offer courses of at least four 

years leading to a bachelor's degree (Gakushi).
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U niversities may set up a graduate school offering advanced studies in a 

variety of fields leading to m aster’s (Shushi) and doctor's (Hakusbi) 

degrees. Graduate schools norm ally last five year's consisting of the first 

two-year courses leading to a master’s degree and the follow ing three 

year courses leading to a doctor’s degree. However, there is a possibility 

for those how are especially successful in their studies to get a master's 

degree in one year, and a doctor’s degree in two years.

b. Junior Colleges aim at conducting teaching and research in 

specialized subjects and at developing in students such abilities as are 

required for vocational or practical life.

Junior colleges require for adm ission the com pletion of upper secondary 

schooling or its equivalent, and offer two-or three-year programs in 

different fields of study, which lead to the title of associate (Jun- 

gadushi).

M ost courses offered in these colleges are in such fields as hum anities, 

teacher training and hom e economics. The great m ajority of the students 

in these colleges are women.

Those who have completed junior college may go on to university and 

their credits acquired at junior college may be counted as part of the 

credits leading to a bachelor's degree. Junior colleges are also allowed to 

offer advanced courses which may lead to bachelor’s degree.

c. Colleges of technology universities or junior colleges, accept those
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who have com pleted lower secondary schooling and offer (five-and a 

half years at colleges of maritime technology) consistent programs. They 

were established in 1962 ,̂ intended to conduct teaching in specialized 

subjects in depth and to develop in students such abilities as are 

required for vocational life. Students who have completed colleges of 

technology are granted the title of associate (Jun-gakushi) and may 

apply for adm ission to the upper division of university. Colleges of 

technology are also allowed to offer a two-years advanced courses, 

w hich follow  the five-year program in order to provide a higher level of 

technical education.

8. Specialized Training Colleges and M iscellaneous School 

In addition to the above mentioned institutions of primary, secondaiy 

and higher education, there are educational institutions known as 

"specialized training colleges" and "m iscellaneous schools" which offer a 

variety o f practical vocational and technical education programs in 

response to diverse demands of people in a changing society. The great 

m ajority of these schools are privately controlled.

a. Courses provided in Specialized Training Colleges may be classified 

into three categories; upper secondary, specialized and general courses. 

Each course gives at least 40 students systematic instruction, lasting not 

less than one year, for 800 class hours or more per year.

Specialized training colleges offering upper secondaiy courses are called 

professional training colleges (Seninongakko)
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The form er require for adm ission the com pletion of compulsory 

education, w hile the latter accept those who have graduated from the 

upper secondary schools or upper secondary courses of specialized 

training colleges and award the title, "technical associate (Senm onshi)", 

to those who com plete specialized courses that fu lfill certain criteria, 

including a study period of at least two years. Students who have 

com pleted and upper secondary course lasting three years or more of 

specialized training colleges designated by the M inister are entitled to 

apply for a university place.

b. M iscenaneous Schools provide people w ith vocational and practical 

training such as dressm aking, cooking, book-keeping, typing, 

autom obile driving and repairing, com puter techniques, etc. M ost 

courses in m iscellaneous schools require for adm ission the com pletion 

of low er secondary schooling. These courses norm ally last one year or 

more with at least 680 class hours per year, but there are also shorter 

courses of three m onths or more.

Umversities in lapan

Japanese universities are classified into three categories, national, public 

and private, according to their adm inistration. They are all established 

on the basis of the government standard of education, so that the 

educational level of each is the same. One or more national Universities 

are located in each prefecture throughout the country. M any universities
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have characteristics connected with the industries and traditions in their 

local areas.

Presently the num ber of universities and colleges totals more than 650. 

A bout 74%  of them have graduate schools.

Undergraduate P ro^ am s

(A) U niversity Structure

U niversities are organized into faculties, each of which specializes in a 

particular broad area of study. The faculties in turn are divided into 

departments for the study of specific subjects w ithin the broad area,

(B) Q ualification for adm ission

To be adm itted to university, applicants must have successfully 

com pleted 12 years of school education in a regular program, or must 

demonstrate scholastic achievem ent equal to or better than those who 

have fin ished a regular 12 year education.

(C) Academ ic Year

The academic year starts on April I and ends on March 31 of the 

follow ing year. M ost universities divide the year into two semesters. 

The curriculum  is Largely based on I-sem ester courses, with a few 2- 

sem ester sequences,

(D) Subjects of Instruction
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Subjects of instruction in the undergraduate program are divided into 

subjects for general education and those for the student's m ajor field of 

study. Som e subjects are required and some are elective, according to 

faculty and department.

(E) U nits

Except for m edical science, dentistry, and veterinary science programs, 

the undergraduate program makes use of the unit system. To receive 

course units, students must either pass end-of-course exam inations 

(usual) or com plete some com parable task set by the course teacher.

(F) R equirem ents for Graduation

To graduate from  a university, students are required to be in the 

university for 4 or more years (6 years in m edical science, dentistry, and 

veterinary science) and to obtain at leas the required num ber of units 

stipulated by the regulations of the university. The num ber of units 

slightly differs by university .

(G) Bachelor's Degree

A bachelor's degree is-awarded in the m ajor field  to those who have 

successfully com pleted the prescribed program of studies.

Graduate Schools

(A) m aster's and Doctoral Programs

Graduate schools usually offer master's programs of 2 years and doctoral 

programs o f 3 years succeeding the master's, m edical science and
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dentistry have no m aster's programs but rather doctoral programs of 4 

years with few exceptions.

Som e universities consider their master's studies the first tage (zenki- 

katei) and doctoral studies the second stage (kokikatei) o f a doctoral 

program.

(B) D ivision

Graduate schools have several divisions according to the field of study.

(C) Q ualifications for Adm ission

Applicants for a master's program must have finished 16 years of school 

education, in other words, must have already acquire a bachelor's 

degree, or its equivalent.

A pplicants for a doctoral program in medical science, dentistry, and 

veterinary science m ust have finished 18 years of school education, and 

must have received a bachelor's degree, or its equivalent. Applicants for 

a doctoral program other than in the three areas just m entioned are 

lim ited to those who have a master's degree or its equivalent.

(D) U nits

Graduate schools have adopted the same unit system as in the 

undergraduate program..

(E) D egrees

Those who have com pleted a master's program are awarded a 'master's 

degree ('Shushi' degree). The master's degree is conferred upon those
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who have been enrolled in the master's program for 2 years or more, 

obtained at least the m inimum num ber of units (30) in their m ajor field, 

passed an exam ination on their master's thesis, and passed other 

prescribed exam inations.

Those who have com pleted the Ph.D. program are awarded a doctoral 

degree ('hakushi' degree). The doctoral degree is conferred upon those 

who have follow ed the program for 5 years or more (3 years or more for 

those who have finished the master's program and 4 years or more for 

those in medical science and dentistry), obtained at least the required 

num ber of units in their m ajor subject, passed an exam ination on their 

doctoral thesis, and passed other prescribed examinations.
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Research Students (Non-degree Students)

Besides degree students, non-degree students may enroll in a 

graduate school. The qualifications for adm ission are the same as for 

degree students. Non-degree students are usually called (Research 

Students). In principle, M onbusho scholarship students w ill be enrolled 

in the beginning as non-degree students.

(Note) Section I has explained the Japanese school si/slem and Japanese universities 
(undergraduate and progra)n, etc.) in general. Because each university has its ozvn 
characteristics, the exact time o f the entrance examination, academic year, subjects of 
instruction, units, requirements for  graduation, the system for  research students, and so 
on differ somewhat For particulars, contact the specific university or universities 
which you are interested in.
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Daily life in Japanese High Schools

Understanding the Japanese people and culture requires understanding 

the factors that mold them. Particularly important are those components, 

w hich influence them in their fonnative years.

4. The Japanese education system is one of the most influential agents 

m olding Japanese youth. G iven the large amount of time that Japanese 

students spend in schools, it is little wonder that the education system 

plays a trem endous role in determ ining the fabric of Japanese society. 

An exam ination of the "typical" high school experience illum inates the 

function of the education system in Japanese society.-'

Getting to School

Japanese high school students do not drive cars. M any either walk or 

ride bicycles if  the distance is not too great. In other cases, students must 

take public buses and trains, often changing lines several times in order 

to reach their destinations. It is not uncommon for students to spend two 

or more hours each day on public transportation.

5. A fter jun ior high school students attend schools based on 

standardized high school entrance exam ination scores. As a result, some 

students travel a great distance to attend the school determined by their 

test scores. The school day begins at 8:30, so students may leave home as 

early as 6:30. W hile some student’s sleep or study during their long

M arcia L . Johnson mid Jcssrcy R. Johnson "  D;iil> Life in Japanese high School O clobcr 1996.
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commute, public transportation also provides a chance for socializing 

with peers. Student behavior on the way to school is regulated by school 

policies. These policies may prohibit certain activities in public-chew ing 

gum, consum ing snacks, reading books w hile w alking-anything that 

m ight reflect badly on the reputation of the school. Each school has a 

unique uniform  that makes its students easily identifiable to the public. 

School policies often require students to stand on buses and trains, 

leaving seats open for other passengers in order to demonstrate 

consideration. In practice, however, the behavior of students tends to 

relax as they move farther away from school.

At School

6. O nce at school, the students usually enter an area full of sm all lockers 

in w hich they place their street shoes and don school slippers. These 

slippers may be color-coded: pink for girls and blue for boys. M any 

schools have a w eekly school wide assembly. Then students assem ble in 

their home room classes for the day's studies. The school day starts with 

classroom  m anagem ent tasks, such as taking attendance and making 

announcem ents. These activities usually are conducted by the students 

them selves on a rotating duty schedule called to ban. Each homeroom 

has an average of 40-45 students stay in their homeroom classrooms for 

m ost of the school day w hile the teachers move from room to room, 

operating out of a central teachers' room. Only for physical education, 

laboratory classes, or other subjects requiring special facilities do 

students move to different parts of the school. Between classes and at
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lunchtim e, classroom s can be noisy, lively places. Som e schools may 

have a cafeteria, but most do not. Even in schools where a lunch is 

prepared and provided to the students, they usually eat together in their 

homeroom classroom s. In most schools, students bring a box lunch from 

home, alm ost always consisting of foods prepared by the m other in the 

early m orning hours, such s rice, fish , eggs, vegetables, and pickles.

7. Japanese students spend 240 days a year at school, 60 days more then 

their Am erican counterparts. Although many of those days are spent 

preparing for annual school festivals and events such a Culture Day, 

Sports Day, and school excursions, Japanese students still spend 

considerably more time in class than American students. Traditionally; 

Japanese-students have attended school for half a day on Saturday; 

however, the num ber of required Saturdays each month is decreasing as 

the result of Japanese educations reforms. Course selection and 

textbooks are determ ined by the Japanese M inistry of Education. 

Schools have lim ited autonomy in their curriculum development. 

Students in academic high schools typically take three years each of the 

follow ing subjects: mathematics, social studies, Japanese, and English. 

O ther subjects include physical education, music, art, and moral studies. 

A ll the students in one grade level study the same subjects. Given the 

num ber of required subjects, electives are few.

At the end of the academic day, all students participate in a so ji, the 

cleaning of the school. They sweep the classrooms and the hallways, 

empty trash cans, clean restroom s, clean chalkboards and chalk erasers.
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and pick up trash from the school grounds. A fter 0 so ji, school is 

dism issed and most students disperse to different parts of the school for 

club meetings.

Extracurricular A ctivities

8. Club activities take place after school every day. Teachers are assigned 

as sponsors, but often the students them selves determine the club's 

daily activities. Students can join  only one club, and they rarely change 

clubs from year to year. In most schools, clubs can be divided into two 

types; sports clubs (baseball, soccer, juo, kendo, track, tennis, 

sw im m ing, softball, volleyball, rugby) and culture clubs (English, 

broadcasting, calligraphy, science, m athematics, yearbook). New 

students usually are encouraged to select a club shortly after the school 

year begins in April. C lubs m eet for two hours after school each day and 

many clubs continue to meet during school vacations.- Club activities 

provide one of the primary opportunities for peer group socialization. 

M ost college bound., students withdraw from club activities during 

their senior year to devote more time to preparation for university 

entrance exam inations. Although that the fundam ental relationships of 

senpai (senior) and kohai Gunior) are established most solidly. It is the 

responsibility  of the senpai to teach, initiate, and take care of the kohai. 

It is the duty of the kohai to serve and defer to the senpai. For example, 

kohai students in the tennis club might spend one year chasing tennis 

balls w hile the upperclassm en use the from them by observing and 

m odeling their behavior. This fundam ental relationship can be seen
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throughout Japanese society, in business, politics, and social dealings. 

"Cram  Schools"

9. An interesting com ponent of Japanese education is the thriving 

industry of juku and yobiko, after school "cram schools," where 

approximately 60% of Japanese high school students go for

supplem ental lessons. Juku may offer lessons in nonacademic subjects 

such as art, sw im m ing, abacus, and calligraphy, especially for

elem entary school students, as w ell as the academic subjects that are 

important to preparation for entrance examinations at all levels. Juku for 

high school students must compete for enrollm ent with yobiko, which 

exist solely to prepare students for university entrance examinations. 

Som e "cram schools" specialize in preparing students for the

exam ination of a particular school. Although it would - seem natural for 

students to dread the rigor of additional lessons that extend their school 

day w ell into the . late evening hours and require additional homework, 

many students enjoy juku  and yobiko, where teachers often are more 

anim ated and more interesting than some of the teachers in their regular 

schools. Also, in many cases, the lessons studied in "cram schools" 

provide and intellectual challenge for students bored with the

standardized curriculum  of their regular schools.--

Juku and yobiko are primarily private, for profit schools that attract 

students from  a wide geographical area. They often are located near train 

stations, enabling students to transport them selves easily to juku

■■ M arcia L Johnson and Jcrrrc\ R. Jolinson. Daily life in Japanese High School. O ctobcr. 1996,
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directly from  school. Juku and yobiko thrive in Japan, w hire it is 

believed that all prople possess the same innate intellectual capacity, 

and it is only the effort o f individuals, or lack thereof, that determines 

their achievem ent above or below their follows. In Japanese schools, 

there is the tendency to pass students with their grade cohort. Therefore, 

without the supplem ental juku lessons, some students could fall well 

behind their classm ates. Yobiko also exist to serve ronin, "master less 

samurai," students who have failed and entrance exam ination, but who 

want to try again. It is possible for students to spend a year or two as 

ronin after graduating from high school, studying at yobiko until they 

can pass a university entrance examination or until they give up. Cram 

school" tuition is expensive, but most parents are eager to pay in order to 

ensure acceptance into a selective jun ior high school, high school, or 

university, and thus, a good future for their children.

Entrance Examinations

10. In addition to university adm ission, entrance to high school also is 

determined by exam ination, and the subjects tested are Japanese, 

mathem atics, science, social studies and English. Private high schools 

create their own exam inations, w hile those for public high schools are 

standardized w ithin each prefecture. Students (and their parents) 

consider each school's college placement record when deciding which 

exam inations to take. Success or failure on an entrance exam ination can 

influence a student's entire future, since the prospect of finding a good 

jo b  depends on the school attended. Thus, students experience the

Dhaka University Institutional Repository



.̂ 4

pressure of this examination system at a relatively early age. But, 

practice tests at school and juku help teachers to direct students toward 

institutions whose exam inations they are most likely to pass.

Free Tim e

11. Japanese students devote approximately two hours per weekday to 

hom ework, and about three hours on Sunday. They spend and average 

of two hours per day watching television, half an hour listening to the 

radio, an hour reading casually, and less than half an hour in social 

relations with peers outside of school. Japanese adults tend to perceive 

high school students in many ways as large children instead of young 

adults. And, w hile opposite sexes are interested in each other, parents 

and teachers strongly discourage teenage dating. M ost young people do 

not begin to date until after high school. Finally, for a variety of reasons, 

there are few drug problems among Japanese adolescents.

Japanese Education

It is im portant for teachers and students to develop a broad 

understanding of Japanese education. Americans who are 

know ledgeable of teaching and learning in Japan gain insights about a 

different culture and are better able to clearly think about their own 

educational system. This Digest is an introductory overview of 1) 

Japanese educational achievements, 2)Japanese K-12 education, 3) 

Japanese higher education, 4) contemporary educational issues, and 5)
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significant U .S.-Japan comparative education topics.^’

Tapanese Educational Achievem ents.

Japan's greatest educational achievem ent is the high quality basic 

education most young people receive by the time they complete high 

school. Although scores have slightly declined in recent years, Japanese 

students consistently rank among word leaders in international 

mathem atics tests.

Recent statistics indicate that w ell over 95 percent of Japanese are 

literate, w hich is particularly im pressive since the Japanese language is 

one of the world's most d ifficult languages to read and write. Currently 

over 95 percent of Japanese high school students graduate compared to 

89 percent of Am erican students. Som e Japanese education specialists 

estim ate that the average Japanese high school graduate has attained 

about the same level of education as the average American after two 

years of college. Com parable percentages of Japanese and American 

high school graduates now go on to some type of post-secondary 

institution.

Japanese K-12 Education.

Even though the Japanese adopted the American 6-3-3 models during the 

U .S. O ccupation after W orld W ar II, elementary and secondary 

education is more centralized than in the United States. Control over 

curriculum  rests largely with the national M inistry of Education,

:3 Japanese Ediicalion Lucicii Ellington p. I
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Culture, Sports, Science and Technology (M onbukagakusho) and 

education is com pulsory through the ninth grade. M unicipalities and 

private sources fund kindergartens, but national, prefectural, and local 

governm ents pay alm ost equal shares of kindergartens, but national, 

prefecture, and local governments pay almost equal shares of 

educational costs for students in grades one through nine. Almost 90 

percent of students attend public schools through the ninth grade, but 

over 29 percent o f students go to private high schools. The percentage of 

national funding for high schools is quite low, with prefectures and 

m unicipalities assum ing most of the costs for public high schools. High 

salaries, relatively high prestige, and low birthrates make teaching jobs 

quite difficult to obtain in Japan w hile in the United States there are 

teacher shortages in certain fields. Although more Japanese schools are 

acquiring specialists such as special education teachers and cou n selors,. 

Am erican schools have many more special subjects and support 

personnel than is the case in Japan. Japanese schools have only two or 

three adm inistrators, one of whom has some teaching responsibilities.-^ 

Japanese students spend at least six w eeks longer in school each year 

than their Am erican counterparts although Japan's school year was 

recently shortened when all required half-day Saturday public school 

attendance ended in 2002.

W hile the Japanese k-12 curriculum  is actually quite sim ilar in many 

respects to the curriculum of U.S. schools, three are important

MImp / gov /pubs /R esearch . Today.
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differences. Because Japanese teachers at all levels are better prepared in 

m athem atics than their American counterparts, instruction in that 

subject is more sophisticated in Japan. Japanese language instruction 

receives more attention in Japanese school than English instruction in 

the United States because of the difficulty of learning w ritten Japanese. 

V irtually  every Japanese student takes English language courses from 

the seventh grade through the final year of high school.

Since many Japan D igest readers are social studies teachers, a few words 

about those subjects are included here. First-and second -grade students 

study social studies in an integrated science/social studies course. In 

grades 3-12, there are separate civics, geography, Japanese and world 

history, sociology, and politics-econom ics courses. University-bound 

students may elect to take more or less social studies electives 

depending upon their career interests.

A ll Japanese texts are w ritten and produced in the private sector; 

however, the texts must be approved by the M inistry of Education. 

Textbook content, length, based upon the national curriculum, while 

most Am erican texts tend to cover a w ider array of topics. Japanese 

textbooks typically contain about half the pages of their American 

counterparts. Consequently, unlike many American teachers, almost all 

Japanese teachers [mish their textbooks in an academic year.

The Japanese believe schools should teach not only academic skills but 

good character traits as well. W hile a sm all amount of hours every year is
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devoted to moral education in the national curriculum, three is 

substantial anecdotal evidence that teachers do not take the instructional 

time too seriously and often use it for other purposes. S till, Japanese 

teachers endeavor to inculcate good character traits in students through 

the hidden curriculum."^

12. For example^ all Japanese students and teachers clean school 

building every week. Japanese students are constantly exhorted by 

teachers to practice widely admired societal traits such as putting forth 

intense effort on any task and responding to greetings from teachers in a 

lively manner. M any Am erican public high schools are comprehensive. 

W hile there are a few com prehensive high schools in Japan, they are not 

popular. Betw een 75 and 80 percent of all Japanese students enroll in 

university preparation tracks. M ost university-bound students attend 

separate academic high schools w hile students who definitely do not 

plan on higher education attend separate commercial or industrial high 

schools. In  the United States, students enter secondary schools based on 

either schools district assignm ent or personal choice.

13. In Japan alm ost all students are admitted to high school based upon 

entrance exam ination performance. Since entering a high-ranked high 

school increase a student's chance of university adm ission or of 

obtaining a good jo b  after high school graduation, over half of Japanese 

jun ior high students attend private cram schools, or juku, to supplement 

their exam ination preparations. U ntil recently exam ination performance 

was the m ajor criterion for university entrance as well. However many

' Jap:iii Digest. 2t)0?
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private colleges and universities have replaced entrance exam inations 

scores, increasing num bers of college-bond students do not spend 

enonnous am ounts of hours studying for university exam inations as was 

the case until just a few years ago."'’

Japanese Higher Education.

14. Japan, with alm ost three m illion men and women enrolled in over 

700 universities and four-year colleges, has the second largest higher 

educational system  in the developed world. In Japan, public universities 

usually enjoy more prestige than their private counterparts and only 

about 27 percent of all university-bound students manage to gain 

adm ission to public universities. Even so, Japanese universities are 

considered to be the weakest com ponent in the nation's educational 

system. M any Japanese students have traditionally considered their 

university tim e to be more social than academic and, usually, professors 

demand relatively little of their charges. Until recently, graduate 

education in Japan was underdeveloped compared to Europe and the 

United States. However in response to increased demands for graduate 

education because of globalization, Japanese graduate enrollm ents have 

increased by approxim ately one third since the mid -1990s.^^

The Importance of Motivation

The Japan Study indicates one possible explanation for Japan's success 

in T IM SS: the Japanese education system actively builds students'

W ray. Harp.', Jap ;m csc and A incncaii Education: Aiiiludc and praclicc. 
■ Liiciani Ellington Ja p a n  Education updated September 2(M)i.
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m otivation to learn. Each section of the japan Study offers vivid 

examples of how the system works to motivate Japanese students. The 

Japan Study's four sections concern (1) academic, (2) individual student 

differences, (3) adolescent life, and (4) teacher life.

N ational Standards D efine a W ell-Rounded Education 

M any educators are focusing on the role of curriculum standards in 

education system s, and some observers believe that Japan's challenging 

national math and science standards explain students' success in TIM SS. 

The standards set by the Japanese Educational M inistry for all students 

do indeed provide the fram ework for offering students challenging and 

interesting curricula in mathem atics and science. Interesting material 

certainly m akes a difference for attracting students’ attention to learning. 

There is more, however, to the story of Japanese students' success.^^

15. The Japanese Education M inistry highlights creating well-rounded 

students at the elementary and jun ior high school level through the 

various subject areas in the national curriculum. They set standard hours 

per subject in the national elem entary school curriculum, em phasizing 

subjects such as m usic, arts and handicrafts, and hom em aking, physical 

education, and moral education, as w ell as math and science. The 

standards also devote a large amount of time Japanese language and life 

activities, a subject that gives younger students personal life experiences 

ill preparation for classroom -oriented science. In  life activities class.

The Japanese Education SysiiCDi: A ease sludy Sum inan and Ajialysis.
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students participate in activities such as picking flow ers, catciiing frogs 

and insects, raising rabbits, and w atching failing stars.

16. The Japan Study suggests that Japanese schools' focusing on all of 

the subjects in a w ell-rounded education serves several purposes:

Student Engagem ent: The elem entary school curriculum  recognizes the 

importance of activities, because young children cannot sit still for such 

long days. The jun ior high school curriculum recognizes the value of fun 

and interaction by allow ing tim e for socialization and special 

nonacadem ic activities, such as camping trips.

Strong Classroom

Relationship; The w ell-rounded curriculum allow s students frequent 

and varied opportunities to interact, creating a welcome classroom 

community.

Student M otivation: W hen students find subjects they enjoy and feel 

w elcom e at school, they identify positively with school and feel 

m otivated to learn,

W hole-C lass Instruction Attends to Individual D ifferences

17. In  Japanese w hole-class instruction, students of all ability levels 

cover one subject at the same pace interactively in one classroom. For
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exam ple, instead of strictly lecturing, math teachers ask individual 

students to stand up to present their solutions to the class, and then ask 

m em bers of the class to evaluate each solution. W hole-class instruction 

is used in the m ajority of Japanese elem entary school and junior high 

school classrooms.-^

W hole-class instruction seem s to play a large role in the Japanese 

students' academic success. This is contrary to a popular belief that 

Japanese schools cram their top students with intensive math and 

science drills from  an early age to produce high achievement. Only later 

in jun ior high do tracking and drilling for high school entrance 

exam inations begin. Japanese w hole-class instruction seems to offer 

greater m otivational support than tracking and drilling by;

• Em phasizing Effort Over A bility

• Engaging Students

• Building Strong Classroom Relationships

• U nifying the Classroom

known I Relationships- instruction While students unifies

Emphasizing 
Effort Over 
Ability-A 
Japanese 
teacher
explains, "As 
fares inborn 
ability goes, I 
can't say that it

Engaging 
Students- 
It has long been 
known that 
presenting math 
in terms of 
concepts rather 
than
calculations

I5uilding Strong 
Classroom 
Relationships- 
While students look 
to leathers for 
comprehension and 
evaluation in 
American classrooms, 
students look to each

Unifying the 

Classroom- 

Whole class 

instruction unifies 

classrooms 

because students

’ w.w .w. cd. Research Tod;i\'.
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isn't there, but I 
say tat it doesn't 
matter.
Regardless of 
whether yon 
whether you 
have ability, if 
you persevere 
you can get a 
good outcome. 
To prevent the 
slower students 
from being 
discouraged, 
Japanese 
classrooms 
work on the 
same problem 
together, 
making sure 
everyone 
catches up to 
the class, pace. 
Teachers let 
Students choose 
their own
partners when 
completing 
seatwork to 
avoid labeling 
students as fast 
or slow
learners.

engages
students. In 
whole class 
instruction, 
Japanese 
teachers go
beyond simple 
conceptual 
learning by 
purposely 
withholding the 
correct answer to 
a problem,
asking the class 
to think of as 
many ways to 
solve the
problem as 
possible. 
Presenting 
material as a sort 
of puzzle
sparks their 
curiosity in the 
subject matter 
and encourages 
them to
participate.

other in Japanese 
whole-class 
instruction 
classrooms.
Ihe teacher asks the 
class to evaluate 
individual students, 
solutions to math 
problems.
When given
seatwork, those who 
understand usually 
offer to help those 
who do not, Wlule 
some may complain 
that whole-class
instruction brings 
advanced students 
down to the below- 
average level, it 
allows these students 
to leam how to 
cooperate with people 
of diverse abilities 
and backgrounds. 
Learning how to 
interact with others is 
so important to the 
Japanese that they 
consider it a form of 
studying. The
Japanese classroom's 
competitive but
cooperative 
atmosphere serves to 
motivate all students 
to leam from their 
classmates.

work on the same 

material together 

at the same pace. 

This common 

sense of purpose 

is reinforced by 

classroom mottos 

such as if there is 

a good thing to 

do, all of us will 

do it together. 

Individual 

students feel 

motivated to leam 

when they

identify with class 

goals.
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M otivating Students-W hen students feel that they are given a chance to 

achieve as long as they work hard, the subject matter is interesting, the 

classroom  environm ent is encouraging, and the class is working 

together toward the same goal, they identify positively with school 

values and are motivated to learn.

A dolescents' A fter-school A ctivities Support Educational G oals 

Do Japanese students do better because they spend more time on 

hom ework? According to T IM S S  study findings, Japanese and U.S. 

eighth-grade students on average spend the same amount of time- 

between 30 m inutes to an hour-studying math and science homework 

each day. Japanese adolescents do not spend more tim e than U.S. 

adolescents on hom ework, but the structure of their daily routines 

provides more consistent support for educational experiences. Japanese 

students’ participation in other after-school activities may encourage 

their in-schooI striving and high academic performance:

School Clubs

18. The Japan study authors report that at both jun ior high and high 

school, teachers believe that there is a strong link betw een participation 

in clubs and success in academics. Over half of all Japanese junior high 

students spen2 to 3 hours per day after school and on w eekends in 

student-organized school clubs, such as broadcasting, Japanese fencing, 

or brass band. Teachers and parents see club participation as 

academ ically m otivational because it makes for a more w ell rounded
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school experience. They em phasize the clubs’ role of providing 

opportunities for physical activity and socialization w ithin a school 

setting.'^®

Juku: Supplementary Classes

Som e adolescents choose to spend after-school tim e at juku, privately 

owned academ ies that provide supplem entary classes for students who 

pay a fee. Juku offers challenging and remedial courses for students who 

feel that the public schools do not offer enough. Both those who are 

bored w ith the slow pace o f regular w hole class instruction is too fast 

can pay for juku classes targeted at im proving individual academic 

ability. M any adolescents spend after-school tim e in juku to prepare for 

entrance exams. Students enrolled in juku  may also choose to take 

enrichm ent courses, such as piano lessons that w ill round out their 

individual abilities in nonacadem ic areas.

Friendships Formed in School C lubs

W hile parents send their children to juku to develop individual ability 

in various areas, many ju n ior high students claim  that they attend juku 

primarily to socialize. C lubs also provide ample opportunity for social 

interaction. C lubs and juku  channel the social experiences o f Japanese 

adolescents toward educational goals. By contrast, in America, 

friendships form through com m onalties unrelated to school. The goals 

of peer interaction in America are often so polarized room the school’s 

goal of learning that, according to one teacher, some kids don't want to

Research lo d m .  U .S . Dcpninjiiciii o f Ediicaiion oPrice o f Ediirational R cscarcb and impro\cmcnt. 
Jan iian  199 9  '

Ibid
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show  that they're bright because their peers w ill look down on them, 

Japanese adolescent friendships made in clubs or juku are most often 

based on school values. For exam ple, many Japanese adolescents see 

academic com petition as contributing toward friendships because it 

reflects a shared value in achievem ent: Rather than trying to do better by 

underm ining others, the students... participate in a culture of mutual 

striving, or a m utual sp irit of com petition and cooperation. Students 

preparing for entrance exams do not see them selves competing directly 

w ith their friends, but rather com peting indirectly with a large pool of 

applicants. W hen Japanese students play down potential antagonisms 

with friends by shring school values, they m aintain the internal 

harmony of the school and motivate each other to leam .

Teachers Support o f Collegial Interactions Cultivates a positive 

Learning Environm ent.

The Japanese school system does not use an authoritarian, top-down 

system  of school managem ent that em phasizes obedience of students to 

teachers and o f teachers to administrators. Japanese schools actually 

employ a much more collegial system than most American schools, a 

system  that cuSltivates an atmosphere of high -quality instruction and 

learning.
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C ollegial Student Interaction

19. Japanese teachers do not 

exercise stem authoritative 

control over their classrooms. 

As m entioned earlier, Japanese 

elem entary school w hole-class 
instruction encourages

students to respond to each 

other's learning, em phasizing 

that the teacher's way is not the 

only way to solve a problem. In

addition, instead of placing

blam e on a particular student 

for discipline problem s,

teachers let students discuss 

and resolve classroom  conflicts 

on their own. At the high 

school level, teachers

encourage collegial

m anagem ent by having 
students run their own clubs.

C ollegial Teacher Interaction 

Japanese teachers collaborate in a school 

management system as collegial as the 

students' classroom interaction. Teachers 

display a strong desire to improve 

them selves by learning from  each other 

through frequent interaction. They chat 

about how to align their curriculum and 

how to improve their teaching techniques. 

Som etim es teachers sit in on other 

teachers' classes to leam  from observation. 

This interaction is especially helpful for 

first-tim e teachers, who leam  from the 

expertise of their colleagues.

Formal decision-m aking takes place in a 

wide variety of com m ittees of teachers, 

adm inistrators, and students. According to 

the Japan Study, this complex 

organizational structure forces

participation o f all teachers in school 

m anagement that provides for the 

distribution of power and shared decision 

m aking.
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Collegial Interactions Among Students and Teachers M otivate Student 

Learning;

1. W hen students are expected to cooperate with each other to 

learn, they are less likely to become discouraged because their 

peers are not viewed as com peting adversaries, but as 

encouraging friends.

2. W hen students are given some measure of autonomy, they feel 

that their ideas are respected, and they become more confident 

about their ability  to leam .

3. W hen students are given the chance to m ake school policies and 

to teach their peers, they are more likely to want to participate in 

school and classroom  affairs.

4. W hen higher authority refrains from  forcing policies and 

lessons on students, the students are more receptive to these 

policies and lessons.

5. C ollegial relations among teachers motivate them to teach well, 

much in the same way students are motivated to leam . 

M otivated teachers not only provide better quality lessons, but 

also are more w illing to encourage their students.

6. W hen teachers coordinate their lesson plans and techniques 

with other teachers, they become more effective in reaching out 

especially to problem  students.

7. M otivated teachers who cooperate collegiaily are role models 

who inspire their students.

20. The Japan Study suggests that part of the explanation for Japanese

students' success in T IM S S  is that the Japanese education structure
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helps build student motivation. Japanese national standards 

motivate students to learn through a wellrounded curriculum that 

engages students and builds strong classroom relationships. W hole- 

class instruction helps Japanese schools m otivate their students by 

em phasizing effort over ability, engaging students, building strong 

classroom  relationships, and unifying students effort over ability, 

engaging students, building strong classroom relationships, and 

unifying students under a common goal. Because Japanese 

adolescents participate in school-related activities such as school 

clubs or supplem entary juku classes after school, they develop an 

attachm ent to school values, especially through the school-based 

friendships strengthened through these activities. Collegial 

m anagem ent of student and teacher interactions in Japanese schools 

creates a positive environm ent that builds student motivation. WTiile 

some Japanese students still have m otivation problem s, the Japanese 

recognize that the remedy to these problem s lies in expanding upon 

m otivation-building principles.
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CHAPTER- FOUR

The Japanese Economic Development

1. The Japanese economy entered the 1990s in excellent shape. Japan had

the world's second largest gross national product throughout the 

1970s and ranked first among m ajor industrial nations in 1989 in per 

capita G N F, at US $ 23, 616, up sharply from  US$ 8, 900 in 1980. After 

a mild economic slump in the mid-1980s, Japan's economy began a 

period of expansion in 1986 that was continuing in 1990. Economic 

growth averaging 5 percent between 1987 and 1989 revived 

industries, such as steel and construction, which had been relatively 

dormant in the mid-1980s and brought record salaries and 

em ploym ent. U nlike the economic booms o f the 1960s and 1970s, 

however, when increasing exports played the key role in economic 

expansion, domestic demand propelled the Japanese economy in the 

late 1980s. T h is developm ent involved fundam ental economic 

restructuring, from export dependence to reliance on domestic 

demand. The boom that started in 1986 was generated by the 

decisions of com panies to increase private plant and equipm ent 

spending and o f consum ers to go on a buying spree. Japan's imports 

grew at a faster rate than exports.^-

2. During the 1980s, the Japanese economy shifted its em phasis away

from primary and secondary activities to processing, with 

telecom m unications and computers becom ing increasingly vital. 

Inform ation became an important resource and product, central to 

w ealth and power. The rise of an inform ation-based economy was
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led by m ajor research in highly sophisticated technology, such as 

advanced computers. The selling  and use of inform ation became 

very beneficial to the economy. Tokyo became a m ajor financial 

center, hom e of some of the world's m ajor banks, financial firms, 

insurance com panies, and the w orld's largest stock exchange.

3. A national effort in the 19808 involved both government and business

in increasing Japan's influence in the area of high technology. One 

im portant developm ent area was industrial automation. Automotive 

producers, such as Toyota and Nissan, relied increasingly on 

robotics in their factories. Japan planned a much-touted Fifth 

G eneration artificial intelligence computer project, boasted a new 

but active space program, and designated new towns as research 

centers and production hubs for new technologies. In the area of 

sem iconductors, by 1989 Japan was out producing the United States, 

w hich had enjoyed a nearly tow-to-one lead in world market share 

in the mid-1980s. Japan became a world leader in technological 

research and production.

4. Japanese postw ar technological research was carried out for the sake

of economic growth rather than m ilitary development. The growth in 

high-technology industries in the 1980s resulted from heightened 

domestic demand for high technology products and for higher 

living, housing, and envirom nental standards, better health, medical, 

and w elfare opportunities, better leisure-tim e facilities, and 

improved ways to accommodate a rapidly aging society.

Japim ; A counin- stud\': p-lV7  
. A countrv' siudy; p-l 9t!.
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5. The developm ent of a postindustrial economy did not mean the end of

Japan's importance as a m ajor manufacturing center. Traditional 

industries, such as iron and steel, autom obiles, and

construction, experienced strong growth in the late 1980s, and there 

was every indication that these industries would continue to grow in 

the 1980s. Only the primary sector {agriculture, forestry, and fishing) 

and m ining showed signs o f decline in the 1980s.

Patterns of D ev elo p m en t: Revolutionary Change

6. Since the m id-nineteenth century, when the Tokugawa government

first opened the country to W estern commerce and influence, Japan 

has gone through two periods of econom ic development.^^ The first 

began in 1854 and extended through W orld W ar II; the second began 

in 1945 and continued into the early 1990s. In both periods, the 

Japanese opened them selves to W estern ideas and influence; 

experienced revolutionary social, political, and economic changes; 

and became a world power with carefully developed spheres of 

influence. During both periods, the Japanese government 

encouraged econom ic change by fostering a national revolution from 

above, planning and advising in every aspect o f society. The national 

goal each tim e was to make Japan so powerful and wealthy that its 

independence would never again be their threatened.

7. In the M eiji period (1868-1912), leaders inaugurated a new W estern-

based education system  for all young people, sent thousands of 

students to the United States and Europe, and hired more than 3,000 

W esterners to teach m odem  science, mathem atics, technology, and

■" Tlic cmcrgcncc of Modem J;ipan. 186X-! V19 ;ind world War 11 ;md tlic Occupalion, 1941-52, Cli. )
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foreign languages in Japan. The government also built railroads, 

improved roads, and inaugurated a land reform program to prepare 

the country for further development.^s

8. To promote industrialization, government decided that, while it

should help private business to allocate resources and to plan, the 

private sector was best equipped to stim ulate economic growth. The 

greatest role o f governm ent was to help provide the economic 

conditions in w hich business cold flourish. In short, government 

was to be the guide, and business the producer. In the early M eiji 

period, the governm ent built factories and shipyards that were sold 

to entrepreneurs at a fraction of their value. M any of these 

businesses grew rapidly into the larger conglom erates that still 

dom inated much of the business world in the early 1990s. 

Governm ent emerged as ch ief promoter of private enterprise, 

enacting a series of profuseness policies, including low corporate 

taxes.

9. Before W orld W ar II, Japan built an extensive empire that included

Taiw an, Korea, M anchuria, and parts of northern China. The 

Japanese regarded this sphere of influence as a political and 

econom ic necessity, preventing foreign states from strangling Japan 

by blocking its access to raw m aterials and crucial sea- lanes. Japan's 

large military force was regarded as essential to the em pire's 

defense. The colonies were lost as a result o f W orld War II, but since 

then the Japanese have extended their economic influence 

throughout Asia and beyond, jap an ’s Constitution, promulgated in 

1947, forbids an offensive military force, but Japan still maintained

H islorical background Cli. 3
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its form idable Self-D efense Force (SDF) and ranked third in the 

world in military spending behind the United States and the Soviet 

Union in the late 1980s.3f>

10. Rapid growth and structural change have characterized Japan’s two 

periods of econom ic developm ent since 1886. In the first period, the 

economy grew only moderately at first and relied heavily on 

traditional agriculture to finance modem industrial infrastructure. 

By the tim e the Russo- Japanese W ar (1904-5) began, 65 percent of 

em ploym ent and 38 percent of gross domestic product was still 

based on agriculture, but modem industry had begun to expand 

substantially. By the late 1920s, m anufacturing and m ining 

contributed 23 percent of G D P, compared to 21 percent for all of 

agriculture. Transportation and com m unications developed to 

sustain heavy industrial development.

11. In the 1930s, the Japanese economy suffered less from the Great 

D epression than other industrialized nations, expanding at the rapid 

rate of 5 percent G D P of per year, w hile m anufacturing and m ining 

came to account more than 30 percent of G DP, more than twice the 

value for the agriculture sector. M ost industrial growth, however, 

was geared toward expanding the nation's m ilitary power.

12. W orld W ar II wiped out many of Japan's gains since 1868. About 40 

percent of the nation's industrial plants and infrastructure was 

destroyed, and production reverted to levels of about fifteen  years 

earlier. The people were shocked by the devastation and swung into

36 T lic  post w ar conslitu lio ii Cli. 6
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action. New factories were equipped with the best modem machines, 

giving Japan an initial com petitive advantage over the victor states, 

who now had older factories. As Japan's second period of economic 

developm ent began, m illions of form er soldiers jo ined  a w ell 

disciplined and highly educated work force to rebuild Japan.

13. Japan's highly acclaim ed postwar education system contributed 

strongly to the m odernizing process. The world's highest literacy 

rate and high education standards were m ajor reasons for Japan's 

success in achieving a technologically advanced economy. Japanese 

schools also encouraged discipline, another benefit in form ing an 

effective work force.^^

14. The early postwar years were devoted to rebuilding lost industrial 

capacity: m ajor investm ents were made in electric power, coal, iron 

and steel, and chem ical fertilizers. By the mid-1950s, production 

matched prewar levels. Released from  the demands of military 

dominated governm ent, the economy not only recovered its lost 

momentum, but also surpassed the growth rates of earlier periods. 

Betw een 1953 and 1965, G D P expanded by over 9 percent per year, 

m anufacturing and m ining by 13 percent, construction by 11 percent, 

and infrastructure by 12 percent. In  1965 these sectors employed over

41 percent o f the labor force w hile only 26 percent remained in 

agriculture.

37
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15. The mid -1960s ushered in a new type of industrial development as 

the econom y opened itself to international com petition in some 

industries and developed heavy and chem ical manufactures. 

W hereas textiles and light manufactures m aintained their 

profitability  internationally, other products, such as autom obiles, 

ships, and m achine tools, assumed new importance. M anufacturing 

and m ining value-added grew at the rate o f 1 7 percent per year 

betw een 1965 and 1970. Growth rates moderated to about 8 percent 

and evened out betw een the industrial and service sectors between 

1970 and 1973, as retail trade, finance, real estate, inform ation, and 

other service industries stream lined their operations.^®

16. Japan faced severe economic challenge in the mid 1970s. The world 

oil crisis in 1973 shocked an economy that had becom e virtually 

dependent on foreign petroleum. Japan experienced its first postwar 

decline in industrial production together with severe price inflation. 

The recovery that production together with severe price inflation. 

The recovery that follow ed the first oil crisis revived the optim ism  of 

most business leaders, but the m aintenance of industrial growth in 

the face of high energy cost required shifts in the industrial 

structure.

17. Changing price conditions favored conservation and alternative 

sources of industrial energy. Although the investm ent cost were 

high, many energy-intensive industries successfully reduced their 

dependence on oil during the late 1970s and 1980s and enhanced 

their productivity. Advances in micro circuitry and semiconductors 

in the late 1970s and 1980s also led to new growth industries in

' T lic \-aluc o f llic veil Cli. 5.
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consum er electronics and computers and to higher productivity in 

already established industries. The net result of these adjustm ents 

was to increase the energy efficiency of m anufacturing and to 

expand so-called know ledge-intensive industry. The service 

industries expanded in an increasingly post industrial economy.

18. Structural economic changes, however, were unable to check the 

slow ing of economic growth, as the economy matured in the late 

1970s and 1980s, attaining annual growth rates no better than 4 to 6 

percent. But, these rates were remarkable in a world o f expensive 

petroleum  and in a nation of few domestic resources. Japan's average 

growth rate o f 5 percent in the late 1980s, for example, was far higher 

than the 3.8 percent growth rate of the United States.

19. D espite more petroleum  price increases in 1979, the strength of the 

Japanese economy was apparent. It expanded w ithout the double­

digit inflation that affected other industrial nations and that had 

bothered Japan itself after the first oil crisis in 1973. Japan 

experienced slow er growth in the m idi 980s, but its demand 

sustained econom ic boom of the late 1980s revived many troubled 

industries.

20. Complex economic and industrial factors affected Japan's postwar 

growth. First, the nation's prewar experience provided several 

im portant legacies. The Tokugaw a period (1600-1867) bequeathed a 

vital com m ercial sector in burgeoning urban centers, a relatively 

w ell-educated elite (although one w ith lim ited knowledge of 

European science), a sophisticated governm ent bureaucracy, 

productive agriculture, a closely unified nation with highly
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developed financial and m arketing system s, and a national 

infrastructure of roads. The build up of industry during the M eiji 

period to the point where Japan could vie for world power was an 

important prelude to postwar growth and provided a pool of 

experienced labor follow ing W orld W ar 11.̂ ^

21. Second, and more important, was the level and quality of investm ent 

that persisted through the 1980s. Investm ent in capital equipm ent, 

w hich averaged more than 11 percent of GNP during the prewar 

period, rose to some 20 percent of GNP during 1950s and to more 

than 30 percent in the late 1960s and 1970s. During the economic 

boom o f the late 1980s, the rate still kept to around 20 percent. 

Japanese businesses imported the latest technologies to develop the 

industrial base. As a latecom er to m odernization, Japan was able to 

avoid some of the trial and error earlier needed by other nations to 

develop industrial processes. In  the 1970s and 1980s, Japan improved 

its industrial base through technology licensing, patent purchases, 

and the im itation and im provem ent of foreign inventions. In the 

1980s, industry stepped up its research and development, and many 

firm s becam e fam ous for their innovations and creativity.

22. Japan's labor force contributed importantly to economic growth, not 

only because of its availability and literacy, but also because of its 

reasonable wage demands. Before and im m ediately after W orld W ar

II, the transfer of numerous agricultural workers to modem industry 

resulted in rising productivity and only moderate wage increases. As 

population growth slowed and the nation became increasingly 

industrialized in the kid-1960s, wages rose significantly. But labor

' JapjHi : A connin' sliidy; p-201
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union cooperation generally kept salary increases w ithin the range 

of productivity gains.

23. High productivity growth played a key role in postwar economic 

growth. The highly skilled and educated labor force, extraordinary 

savings rates and accompanying levels of investm ent, and the low 

growth o f Japan's labor force were m ajor factors in the high rate of 

productivity growth.

24. The nation has also benefited from econom ies of scale. Although 

m edium -sized and sm all enterprises generated much of the nation's 

em ploym ent, large facilities were most productive. M any industrial 

enterprises consolidated to form larger and more efficient units. 

Before W orld W ar II, large holding com panies formed wealth 

groups, or zaibatsu, which dominated m ost industry. The zaibatsu 

were dissolved after the war, but keiretsu-large and modem 

industrial enterprise groupings-emerged. The coordination of 

activities w ithin these groupings and the integration of sm aller 

subcontractors into the groups enhanced industrial efficiency.

25. Japanese corporations developed strategies that contributed to their 

im m ense growth. Growth -oriented corporations that took chances 

competed successfully. Product diversification became an essential 

ingredient of the growth . patterns of many keiretsu. Japanese 

com panies added plant and human capacity ahead o f demand. 

Seeking  m arket share rather than quick profit was another powerful 

strategy.

26. Finally, circum stances beyond Japan's direct control contributed to 

its success. International conflicts tended to stimulate the Japanese 

economy until the devastation at the end of W orld W ar II. The
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Russo-Japanese W ar (1904-5), W orld W ar (1914-18), the Korean W âr 

(1950-53), and the second Indochina W ar (1954-75) brought economic 

booms to Japan. In addition, benign treatment from the United 

States after W orld W ar II facilitated the nation’s reconstruction and 

growth. The United States occupation o f Japan (1945-52) resulted in 

the rebuilding of the nation and the creation of a democratic state. 

United States assistance totaled about US $ 1.9 billion  during the 

occupation, or about 15 percent of the nations imports and 4 percent 

o f GNP in that period. About 59 percent o f this aid was in the form 

of food; 15 percent in industrial materials, and 12 percent in 

transportation equipm ent. United States grant assistance, however, 

tapered o ff quickly In the mid-1950s. United States m ilitary 

procurem ent from Japan peaked at level equivalent to 7 percent of 

Japan's GNP in 1953 and fell below  1 percent after 1960. A variety of 

United States-sponsored m easures during the occupation, such as 

land reform, contributed to the economy's later performance by 

increasing com petition. In particular, the postwar purge of industrial 

leaders allowed new talent to rise in the managem ent of the nation's 

rebuilt industries. Finally, the economy benefited from foreign 

trade, as it was able to expand exports rapidly enough to pay for 

imports of equipm ent and technology w ithout falling into debt as 

have a num ber of developing nations in the 1980s.

27. The consequences of Japan's economic growth were not always 

positive. Large advanced corporations existed side by-side with the 

sm aller and technologically less-developed firm s, creating a kind of 

economic dualism  in the late tw entieth century. O ften the sm aller 

firm s, which em ployed more than two-thirds of Japan's workers, 

worked as subcontractors directly for larger firm s, supplying a
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narrow range of parts and temporary workers. Excellent working 

conditions, salaries, and benefits, such as permanent em ployment, 

were provided by m ost large firm s, but not by the sm aller firms. 

Tem porary w orkers, mostly women, received much sm aller salaries 

and had less jo b  security than permanent workers. Thus, despite the 

high living standards of many workers in larger firm s, Japan in 1990 

remained in general a low-wage country whose econom ic growth 

was fueled by highly skilled  and educated workers who accepted 

poor salaries, often-unsafe working conditions, and poor living 

standards.

28. A dditionally, Japan's preoccupation with boosting the rate of 

industrial growth during the 1950s and 1960s led to the relative 

neglect of consum er services and also to the w orsening of industrial 

pollution. Housing and urban services, such as water and sewage 

system s, and social security benefits, lagged being the development 

of industry, and despite considerable improvement in the 1970s and 

1980s, still lagged w ell behind other industrialized nations at the 

end of the 1980s. Agricultural subsidies and a complex and 

outmoded distribution system also kept the prices of some essential 

consum er goods very high by world standards. Industrial growth 

came at the expense of the environment. Foul air, heavily polluted 

water, and waste disposal became critical political issues in the 1970s 

and again in the late 1980s.

The Evolving Occupational Structure

29. As late as 1955, some 40 percent of the labor force still worked in 

agriculture, but this figure had declined to 17 percent by 1970 and to 

8.3 percent by 1988. The government estim ated in the late 1980s that
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this figure would decline to 4.9 percent by 2000, as Japan imported 

more and more of its food and sm all fam ily fam is disappeared.'*"

30. Japan's economic growth in the 1960s and 1970s was based on the 

rapid expansion of heavy m anufacturing in such areas as 

autom obiles, steel, ship building, chem icals, and electronics. The

^  secondary sector (manufacturing, construction, and mining)

expanded to 35.6 percent of the work force by 1970s. By the late 

1970s, however, the Japanese economy began to move away from 

heavy m anufacturing toward a more service-oriented (tertiary sector) 

base. During the 1980s, jobs in w holesaling, retailing, finance and in 

durance, real estate, transportation, com m unications, and 

governm ent grew rapidly, w hile secondary sector employment 

'T' remained stable. The tertiary sector grew from 47 percent of the work

force in 1970s to 58 percent in 1987 and was expected to grow to 62 

percent by 2000, when the secondary sector will probably employ 33 

percent of Japan's workers.

Industrial policy

31. A fter  W orld W ar II and especially in the 1950s

and 1960s, the Japanese governm ent devised a complicated system of 

^  policies to promote industrial developm ent and cooperated closely

for this promote industrial development and cooperated closely for 

this purpose w ith private firm s. The objective of industrial policy 

was to shift resources to specific industries, to gain international 

com petitive advantage for Japan. These policies and methods were

Jiipan : A  countr\- study; p-2«4.
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used prim arily to increase the productivity of inputs and to 

influence, directly or indirectly, industrial investment.^'

32. Adm inistrative guidance was a principal instrum ent o f enforcem ent 

used extensively throughout the Japanese government to support a 

heavy electrical equipm ent, and chemicals. Later they added the 

autom obile industry, petrochem icals, and nuciear power, and in the 

1980s, sxich industry, as computers and semiconductors. Since the 

late 1970s, the governm ent strongly encouraged the development of 

know ledge-intensive industries. Governm ent support for research 

and developm ent grew rapidly in the 1980s, and large joint 

governm ent industry developm ent projects In computers and 

robotics were started. At the same time, governm ent promoted the 

managed decline o f com petitively troubled industries, including 

textiles, shipbuilding, and chem ical fertilizers, through such mea- 

textiles, shipbuilding, and chem ical fertilizers, through such 

measures as tax breaks for corporations that retrained workers to 

work at other tasks.

33. M echanism s used by the Japanese government to affect the economy 

typically related to trade, labor m arkets, com petition, and tax 

incentives. They included a broad range of trade protection 

m easures, subsidies, dejure and defector exemptions from antitrust 

statutes, labor m arket adjustm ents, and industry specific assistance 

to enhance the use of new technology. Rather than producing a 

broad range of goods, the Japanese selected a few  areas in which 

they could develop high quality goods that they could produce in

■” Foreign Trade P o lid cs  Ch.5.
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vast quantities at com petitive prices. A good example is the camera 

industry, which since the 1980s has been dominated by Japan.

34. Historically, there have been three main elem ents in Japanese 

industrial development. The first was the developm ent of a highly 

com petitive m anufacturing sector. The second was the deliberate 

restructuring of industry toward higher value-added, high- 

productivity industries. In the late 1980s, these were mainly 

know ledge domestic and International business-strategies.

35. Japan has few  natural resources and depends on m assive imports of 

raw materials. It must export to pay for its imports, and 

m anufacturing and the sales of its services, such as banking and 

finance, were its principal means of doing so. For these reasons, the 

careful developm ent of the producing sector was a key concern of 

both governm ent and industry throughout most of the twentieth 

century. 'Governm ent and business leaders generally agreed that the 

com position of Japan's output must continually shift if  living 

standards were to rise. Governm ent played an active role in making 

these sh ifts, often anticipating economic developments rather than 

reacting to them.

36. A fter W orld W ar II, the initial industries that policy markers and the 

general public felt Japan should have were iron and steel, 

sh ipbuild ing, the merchant m arine, m achine industries in general 

heavy electrical equipm ent, and chem icals. Later they added the 

autom obile industry, petrochem icals, and nuclear-power, and in the

■ Japan : A connin' slud>: p-207.
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1980s, such industry, as computers and semiconductors. Since the 

late 1970s, the governm ent has strongly encouraged the development 

of know ledge-intensive industries. Governm ent support for research 

and development grew rapidly in the 1980s, and large jo int 

governm ent industry developm ent projects in computers and 

robotics were started. At the same tim e, government promoted the 

managed decline of com petitively troubled industries, including 

textiles, shipbuilding, and chem ical fertilizers, through such mea- 

textiles, shipbuilding, and chemical fertilizers, through such 

measures as tax breaks for corporations that retrained workers to 

work at other tasks.

37. Although industrial policy remained important in Japan in the 1970s 

and 1980s, th inking began to change. Governm ent seemed to 

intervene less and becom e more respective of price m echanism s in 

guiding future development. During this period, trade and direct 

foreign investm ent were liberalized; tariff and no tariff trade 

barriers were lowered, and the econom ies o f the advanced nations 

becam e more integrated, w ith the growth of international trade and 

international corporations. In the late 1980s, know ledge-intensive 

and high technology industries became prominent. The govermnent 

showed little inclination to promote such booming parts of the 

economy as fashion design, advertising, and management 

consulting. The question at the end of the 1980s was w hether the 

governm ent would become involved in such new developments or 

w hether it would becom e involved in such new developments or 

w hether it would let them progress on their own.
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Monetaiy and Fiscal Policy

38. M onetary policy pertained to the regulation, availability, and cost of 

credit, -w hile fiscal policy dealt with government expenditures, 

taxes, and debt. Through management of these areas, the M inistry of 

Finance regulated the allocation o f resources in the economy, 

affected the distribution of income and v^ êalth among the citizenry, 

stabilized the level o f econom ic activities, and promoted economic 

growth and welfare.^^

39. The M inistry of Finance played an important role in Japan’s postwar 

economic growth. It advocated a "growth first" approach, with a high 

proportion o f governm ent spending going to capital accumulation, 

and m inim um  government spending overall, w hich kept both taxes 

and deficit spending down, m aking more money available for 

private investm ent. M ost Japanese put money into savings accounts.

40. In the postwar period, the governm ent's fiscal policy centered on the 

form ulation of the national budget, which was the responsibility of 

the M inistry o f Finance. The M in istiy ’s Budget Bureau prepared 

expenditure budgets for each fiscal year based on the requests from 

governm ent m inistries and affiliated agencies. The m inistry's Tax 

Bureau was responsible for adjusting the tax schedules and 

estim ating revenues. The m inistry also issued governm ent bonds, 

controlled goverrunent borrowing, and adm inistered the Fiscal 

Investm ent and Loan Program, which is sometim es referred to as 

the" second budget."

Japan : A counln- sUicly: p -209
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41. Three types of budgets were prepared for review of the national D iet 

each year.'*'* The general account meant operations. Special account 

budgets, of which there were about forty, were designed for special 

programs or institutions where close accounting of revenues and 

expenditures was essential: for public enterprises, state pension 

funds, and public works projects financed from  special taxes. 

Finally, there were the budgets for the m ajor public enterprises, 

including public service corporations, loan and finance institutions, 

and the special public banks. Although these budgets were usually 

approved before the start of each fiscal year, they were usually 

revised with supplem ental budgets in the fall. Local jurisdiction 

budgets depended heavily on transfers from the central government.

42 G overnm ent fixed investm ents in infrastructure and loans to public 

and private enterprises were about percent of GNP. Loans from the 

Fiscal Investm ent and Loan Program, w hich were outside the general 

budget and funded primarily from postal savings, represented more 

than 20 percent o f the general account budget, but their total effect 

on econom ic investm ent was not com pletely accounted for in the 

national income statistics. Taxes, representing 14 percent of GNP in

1987, were low compared to those in other developed economies. 

Taxes provided 87.8 percent o f revenues in 1990. Income taxes were 

graduated and progressive. The principal structxiral feature of the tax 

system was the tremendous elasticity of the individual income tax. 

Because inheritance and property taxes were low, there was a slowly 

increasing concentration of wealth in the upper tax brackets. In 1989, 

the governm ent introduced a m ajor tax reform , including a 3 percent

The legislature. Cli. 6
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consum ption tax.

The Financial System

43. In the m id-1980s, w hile the United States was becom ing a debtor 

nation, Japan became the world's largest creditor and Tokyo a m ajor 

international financial center. Four of the biggest banks in the world 

were Japanese at that tim e and Japan had the world's largest 

insurance company, advertising firm , and stock market. In the 

rem ainder of the 1980s, Japan's financial and banking industries 

grew at unprecedented rates.

The m ain elem ents of Japan’s financial system were much the same as 

those of other m ajor industrialized nations: a com m ercial banking 

system , w hich accepted deposits, extended loans to businesses, and 

dealt in foreign exchange; -specialized governm ent owned financial 

Institutions, w hich funded various sectors of the domestic economy; 

securities com panies, which provided brokerage services, 

underwrote corporate and government securities, and dealt in 

securities m arkets; capital m arkets, which offered the means to 

financial public and private debt and to sell residual corporate 

ow nership; and money m arkets, which offered banks a source of 

liquidity and provided the Bank of Japan with a tool to im plement 

m onetary policy.^^

Japan's traditional banking system was segm ented into clearly 

defined com ponents in the late 1980s: commercial banks (thirteen 

m ajor and sixty-four sm aller regional banks), long-term credit banks

' Japan : A  coun(r>' study: p-209.
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(seven), trust banks (seven),, mutual loan and savings banks (sixty 

nine), and various specialized financial institutions. During the 

1980s, a rapidly growing group of non bank operations, such as 

consum er loan, credit card, leasing, and real estate organizations 

began perform ing some of the traditional functions of banks, such as 

the issuing of loans.

44. In  the early postwar financial system, city banks provided short-term 

loans to m ajor domestic corporations w hile regional banks took 

deposits and extended loans to medium -sized and sm all businesses. 

N either engaged much in international business. In the 1950s and 

1960s, a specialized bank, the Bank of Tokyo, took care of most of 

the government's foreign exchange needs and functioned As the 

nation's foreign banking representative. Long-term credit banks 

were intended to com plem ent rather than to compete with the 

com m ercial banks. Authorized to issue debentures rather than take 

ordinary deposits, they specialized in long- term lending to m ajor 

kn islta, or corporations. Trust banks were authorized to conduct 

retail and trust banking and often com bined the work of commercial 

and long-term credit banks. Trust banks not only managed 

portfolios but also raised funds through the sale of negotiable loan 

trust certificates. M utual loan and savings banks, credit associations, 

credit cooperatives, and labor credit associations collected individual 

deposits from general depositors. These deposits were then loaned 

to cooperative m em bers and to the liquidity-starved city banks via 

the inter-bank money m arkets or were sent to central cooperative 

banks, which in turn loaned the funds to sm all businesses and 

corporations. M ore than 8,000 agricultural, forestry, and fishery
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cooperatives performed many of the same functions for tlie 

cooperatives. M any of their funds were transm itted to their central 

bank, the N orinchukin Bank, w hich was the world's largest bank in 

term s of domestic deposits.

45. A group of government financial institutions paralleled the private 

banking sector. The Japan Export Im port Bank, the Japan 

Developm ent Bank, and a num ber of finance corporations, such as 

the H ousing Loan Corporation, promoted the growth of specialized 

sectors of the domestic economy. These institutions derived their 

funding from deposits collected by the postal savings system and 

deposited with the Trust Fund Bureau. The postal savings system, 

through the 24,000 post offices, accepted funds in various forms, 

including savings, until 1988, thereby collecting more deposits and 

accounts than any other institution in the world.

46. Japan's securities m arkets increased their volume of dealings rapidly 

during the late 1980s, led by Japan's rapidly expanding securities 

firm s. There were three categories of securities com panies in Japan, 

die first consisting of die "Big Four" securities houses (among the six 

largest such firm  in the world): Nomura, Daiwa, N ikko, and 

Yamaichi. The Big Four played a key role in international financial 

transactions and were mem bers o f the New York Stock Exchange. 

Nomura was the w orld’s largest single securities finn . its net capital, 

in excess of US$10 billion  in 1986, exceeded that of. M errill Lynch, 

Salom on Brothers, and Shear son Lehman combined. In 986 Nomura 

became the first Japanese m em ber of the London Stock Exchange. 

Nomura and Daiwa were primary Dealers in the United States
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Treasury bond market. The second tier of securities firm s contained 

ten medium  -sized firm s and the third all the sm aller securities firms 

registered in Japan. M any o f these sm aller firm s were affiliates of 

the Big Four, w hile some were affiliated with banks. In 1986 eighty- 

three o f the sm aller firm s were m em bers of the Tokyo Securities and 

Stock Exchange. Japan's securities firms derived most of their 

incom es from brokerage fees, equity and bond trading, 

underw riting, and dealing. Other services included the 

adm inistration of trusts, in  the late 1980s, a num ber o f foreign 

securities firm s, including Salom on Brothers and M errill Lynch, 

became players in Japan's financial world.

47. Japanese insurance com panies became important leaders in 

international finance in the late 1980s. M ore than 90 percent of the 

population owned life  insurance, and the amount held per person 

was at least 50 percent greater than in the United States. Many 

Japanese used insurance companies as savings vehicles. Insurance 

com panies' assets grew at a rate of over 20 percent per year in the late 

1980s, reaching nearly US $694 b illion  in 1988. These assets 

pennitted the com panies to become m ajor players in international 

m oney markets. Nippon Life Insurance Company, the world's 

largest insurance firm , was reportedly the biggest single holder of 

United Sates Treasury securities in 1989. The Tokyo Securities and 

Stock Exchange becam e the largest in the world in 1988, in tetras of 

the com bined market value of outstanding shares and capitalization, 

w hile the Osaka Stock Exchange ranked third after those of Tokyo 

and New York. Although there are eight stock exchanges in Japan, 

the Tokyo stock exchange represented 83 percent of the nation's total 

equity in 1988. O f the 1,848 publicly traded domestic companies in
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Japan at the end of 1986, about 80 percent were listed on the Tokyo 

stock exchange. Two developm ents in the late 1980s helped in the 

rapid expansion o f the Tokyo Securities and Stock Exchange. The 

first was a change in the financing of company operations. 

Traditionally, large firm s obtained funding through bank loans 

rather than capital m arkets, but in the late 1980s they began to rely 

more on direct financing. The second developm ent came 1986 when 

the Tokyo exchange permitted non Japanese brokerage firm s to 

becom e m em bers for the first time. By 1988 the exchange had sixteen 

foreign m em bers. The Tokyo Securities and Stock Exchange had 124 

m em ber com panies all told in mid-1990.

48. Japan's stock m arket dealings exploded in the 1980s, w ith increased 

trading volum e and rapidly rising stock prices. The N ikkei Stock 

Average grew from 6,850 in O ctober 1982 to nearly 39,000 in early 

3990. During one six-m onth period in 1986, total trade volume on the 

Tokyo exchange increased by 250 percent with w ild swings in the 

N ikkei average. A fter the plunge of the New York Stock Exchange in 

O ctober 1987, the Tokyo average dropped by 15 percent, but there 

was a sharp recovery by early 1988. in  1990 five types of securities 

were traded on the Tokyo exchange: stocks, bonds, investm ent 

trusts, rights, and warrants alone.

Econom ic D evelopm ent Trends of Japan

49. The econom ic and social environm ent of postwar Japan have 

characteristics not seen in any other country, it was generally 

believed that Japan was ruined at the W orld W ar II and this her 

chance of recovery, not to m ention further development, had
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disappeared w ith her defeat in 1945. M ost people felt this way until 

1960s, and the W estern countries showed a ready w illingness to 

accept Japan's exports. The rem arkable achievem ent o f Japan by the 

early 1960's caught most observers by surprise. There were few 

detailed studies into the causes o f or factors behind Japan's success, 

all is easy to understand why many observers could not describe. 

Hiram's postwar developm ent in any tenn other than m iracle.1 Japan 

has now established itself as the second biggest economy in the 

fetch world. By any standard her achievements were phenomenal, 

although these cannot be described as a miracle."*^

50. That Japan's GNP grew from US$14.2 b illion  in 1951 to USS22.7 

b illion  in 1955, US$88.8 billion  in 1965, US$203.1 billion  in 1970, 

US$44.6 billion  in US$1,039.6 billion  in 1980 and to US$2,940.4 

billion  in 1990. In other words, Japan's GNP in 1965 was 6.25 times 

its GNP in first and the GNp. in 1973 was 29.19 tim es that in 1951. 

This growth rate was un-precedent. For example, the GNP of the 

USA was US$ 328.4 billion in 1951 and US$1,326.4 billion  in 1973 

resu ltin g ,. in an increase by 4.03 tim es, which is no match for Japan’s 

GN P growth during the Corresponding period. Despite the oil crises 

resulting from repeated price increases of crude oil by OPEC 

countries since 1973, and despite Japans huge oil bill, she managed 

to increase her 1973 GNP 250 %  by 1980. This growth under severe 

w orldwide recession is also much larger than the US achievem ent of 

a 198%  increase during the same period.

51. Japan overtook both France and the UK in GNP by 1967 to become

Riihinrin Moslafisur. The J:ipancsc Sinilcgy. P.-13
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the third largest economy in the free world after the USA and W est 

Germany. Japan did not remain in the third place for long. She 

managed to surpass W est Germ any’s G N F in 1968. It is around this 

period w hen a num ber of scholarly studies on various aspects of 

Japan's economy were undertaken. M any researchers visited Japan 

and predicted an even brighter future for Japan. Paul A, Sam uelson 

remarked:

Japan undoubtedly w ill pass the Soviet Union by (the year) 2000 is gone 

-less than 30 y ears  away - her per capita GNF may outstrip ours just as 

we outstripped Britain, the 1800 champ.

This remark confirm s a sim ilar earlier comments by Herman Kahn of 

Hudson Institute: "It's possible for Japan to pass the US in per capita 

income around 1990 and (with a much sm aller population) to equal our 

total GNP by 2000".

The oil crisis that began in 1973 had an unforeseen impact on the 

economy of the world and the forecast on the Japanese economy had to 

be m odified slightly, but the fact of Japan's extraordinary performance 

cannot be denied. Herman Kahn, assessing the postwar economic 

performance by Japan, said:

52. Japan is among the most successful examples of modem economic 

growth. Betw een 1948 and 1973 its gross national product (GNP) 

grew by a factor of about ten in real terms, a figure 2.5 times as high 

as the world average. Since 1973 the Japanese economy has grown

Rahman MosUifisur. Approacli to National Econom ic and Industrial Planing for the development 
counu^- with spcciai rcfcrciicc to ilic dc\ clopincii! process o f Japan P-15.
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more slow ly, but at rates that remain as high as or higher than those 

of any other affluent country.'*®

It has been proved beyond doubt that Japan has outperform ed all the 

developed and developing countries since the end of W orld W ar II. This 

perform ance is not lim ited to its GNP alone. The Japanese people now 

enjoy a qualitatively better life than those who live in the developed 

countries o f the W est. The initial goal o f catching up w ith the W est has 

already materialized. T heir second dream of superseding 

them could also have been achieved by now had it not been for her vast 

differences w ill he USA natural resources.

The follow ing section w ill exam ine how Japan achieved so much in such 

a short time. As the GNP ratings alone do not tell the complete story of 

the quality of developm ent or the developm ent process itself, inquiry 

shall hereafter be made into the growth pattern in some typical sectors 

having greater w eight in her economy.

D EV ELO PM EN T IN M A JO R SEC TO R S.

Japan's postwar developm ent was not only fast but also structurally 

dynamic. As late as 1955, textiles constituted about 17.5%  o f her total! 

Industrial products, but by 1979 its share was lowered to 4.50/0. 

Chem icals made up 19.1%  o f the. total industrial products in 1955, and it 

m aintained its growth since then to cope w ith the overall growth. Its 

share was as high as 14.5%  in 1978. M etal had a share of 17.0% in 

industrial products, and it grew steadily to stabilize at a level as high as 

15.40/0 as of 1978. The extraordinaiy growth in the industrial sector was

Hcriiuui Kluiii and Thonuis Pepper. The Japnncsc Chiillcngc : The success and faihire o f econoiiiie 
sucecss p-1
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brought about m ainly by the m achinery’ and equipm ent sector. 

M achinery and equipm ent constituted 14.6 % of the manufactured 

production in 1955/ but its share went up to 33.40/0 in 1978.

Japan's export grew at a rate faster than its rate '̂ ‘’o f growth in GNP. The 

surging export was the result of the contribution from these four broad 

categories o f industries, but their individual weight changed between 

1955 and 1978. Textiles were the m ajor export in the earlier years. For 

example, textiles made up for 37.30%  o f exports in 1955. Us exports 

continued to rise in value but its share in total exports came down to 

4.90/0 in 1980. M etal was another m ajor export sector. Its share in total 

exports was 19.20/0 in 1955. However, it continued to keep pace with the 

fast growth of exports. Its share was as high as 16.40/0 in 1980, w hile it 

m aintained an even higher share in some years in between. The export 

share of chem icals grew from 4.7%  in 1955 to 5.20/0 in 1980. The most 

spectacular growth in exports, however, took place in the machinery and 

equipm ent sector. VXTiile its share in total exports was 12.3% in 1955, the 

share jum ped to 43.6 %  in! 968; 64.1% in 1978; and to 75.20/0 in 1991. The 

export shares o f all Industrial manufactures and chem ical products have 

been conspicuously high in Japan's export pattern. This share was 86.2 % 

in 1953 and 95.7% in 1973.

Japan exported 30.20/0 of its total domestic manufactures in 1953, and 

despite a sharp rise in volume of exports and higher capital formation, 

she managed to export 41.9%  of her industrial products in 1971.5 

industrial production constituted 30.8 %  in 1968.6 it can be concluded 

that it is m ainly the developm ent in the manufacturing field  they

' D o u g k s  w ilder M o h ll ,  E conom ic I'lTocU o l'.'a p an 's  F)arrii;r lo ln ti;m a lio iia l Trade and InveslmetU 1^51-1973 p.
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brought about the economic developm ent of Japan. The m anufacturing 

sector of Japan is again quite broad-based and its individual sub sectors 

are interrelated and complementary to each other. The growth in any sub 

sectors had been dependent on the growth o f other sub sectors or even 

other sectors o f industries. A peculiarity of the industrial growth pattern 

in Japan was that the growth in one subsection had a dynamic effect on 

technological developm ent in other sectors or sub sectors, and the 

technological developm ent in one sector brought about structural 

changes in other related sectors.

In the early postwar period Japanese industries were in dislocation, and 

in the period leading up to early 1950's they were in a period of 

rehabilitation. Though many important changes in the social and 

industrial environm ent occurred during the first few postwar years, 

many industries did not have normal production for reasons like change 

in policies and m arketing, technological efficiency, or com petitiveness 

in international market. Som e industries did not return to their prewar 

levels until the m id-orlatel950. The reasons for dislocation in production 

were Jot, however, the direct effects of war in all cases.

Economic Development Structure

Sustained by the improved international climate and other factors after 

W orld W ar II, Japan pooled the wisdom and industriousness of its 

people to rebuild its battered economy and move into a new era of rapid 

growth. In the process, it effectively weathered the impact of two oil 

shocks and an increasingly overvalued yen to assume an instrum ental 

role in global econom ic affairs as the world's second-largest economic'
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power.'’*’

Several actions proved crucial in helping Japan shape the structural base 

and policy fram ework for its economy in the postwar era. They included 

an array of reform s (e.g., revisions to the civil code, efforts in agrarian 

reform , labor reform , the breakup o f the zaibatsu cartels, the rejection of 

econom ic centralization, and adoption of the antitrust laws) together 

w ith the D odge-line stabilization policies of 1949. The form er had the 

effect of laying the basic fram ework for a com petitive m arket economy 

powered by a robust entrepreneurial spirit. The Dodge-line policies 

additionally accom plished three things. First, they summarily removed 

the com m and-and-control econom ic system that had been in force until 

that point, and replaced it with a more-decentralized, market-oriented 

model. Second, they im posed extrem ely restrictive financial policies in a 

bid to bring then-hyperinflationary price trends under control. And 

third, they sought to unify the exchange rate and accordingly lay the 

groundwork for future economic policy. Japan's economic revival was 

sustained in the process, allow ing per-capita national income to recover 

to prewar levels by 1950.

The period from  1955 through the eariy 1970s has been described as the 

era of rapid econom ic growth. Although Japan experienced several 

slow dow ns along w ith way, average economic growth during this period 

exceeded 10 percent. Enacted in 1960, a program to double national 

income helped the nation m aintain its rapid growth track through 

accelerated levels of capital spending in the private sector. It was also 

around this tim e that Japan began actively pursuing free trade policies

Statistical Hiiiidbook o f Jap;m 20D1
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and other initiatives that were aimed at building an open-market 

economy. Japan becam e an IM F Article 8 nation in 1964, and from the 

Lite 1960s onward began to register a consistent surplus in its 

international balance of payments.

In the 1970s and later on, the Japanese economy was hit by an 

assortm ent of external shocks, including disarray in the international 

currency system (attributable to the so-cailed Nixon shock o f 1971 and 

the transition to a floating exchange-rate system in 1973) and two 

successive oil crises. It was also around this time that Japan began 

registering, an economic boom powered by a govermnent plan to 

"rem odel the Japanese archipelago. As a consequence, the nation found 

itse lf confronted by strains including rampant inflation follow ed by 

stagflation, structurally depressed industrial sectors, and a gaping fiscal 

deficit. The shift to O.floating exchange-rate system proved beneficial to 

a certain degree in terms of providing more leeway in the arena of 

monetary policy and allow ing the country to buffer itself somewhat 

from the im pact o f the two oil shocks. The oil shocks, moreover, taught 

Japan that its economy could no longer survive with the heavily energy­

intensive industrial structure on which it had been based to date.

W hen the second oil crisis hit, Japan adapted its macroeconomic policies 

and sought to cultivate a new industrial structure that encouraged 

energy conservation w hile allow ing labor and management to work out 

independent wage agreem ents reflective of macroeconomic trends. 

These actions enabled the nation to tame inflationary forces and sustain 

relatively favorable econom ic performance compared to other 

industrialized counterparts. In addition, it was able to enhance its
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international com petitiveness and reinforce its foundations for 

sustainable growth.

The period from the late 1960s to the early 1970s witnessed the 

appearance of various distortions attributable to rapid economic growth. 

That is, the task o f addressing problem s with a bearing on pollution, 

urban ills, the distribution of w ealth, social security, and emerging 

disparities betw een growth and w elfare developed into a pivotal policy 

issue.

T he 1980s saw a new wave of econom ic conservatism sweep through 

many countries of the industrialized world. In  Japan, for example, 

initiatives in adm inistrative refonn and privatization had the effect of 

revitalizing the private corporate sector. In the m eantim e, though, the 

trade surplus w ith other industrial countries continued to expand.

The first in a series of internationally coordinated currency adjustm ents 

took place in 1985. To surmount the ensuing recession caused by an 

increasingly overvalued yen, Japan instituted stim ulus-oriented 

m acroeconom ic policies and succeeded in harnessing domestic demand 

to power its ongoing econom ic growth. However, at this point in time, 

the economy faced yet another challenge in the form of a speculative 

bubble, inflated by soaring capital asset values.

R ecent Econom ic Trends

The speculative bubble burst in the early 1990s, occasioned by changes 

in the financial clim ate and steps on the regulatory front. As such, the 

decade of the 1990s marked the arrival of a new era that would force 

stem undertakings in econom ic adjustm ents and demand a fundamental
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reassessm ent of the nation's economic structure and system combined. 

Stock prices peaked on the final day of stock trading in 1989 (Decem ber 

29) and fell into a steep downtrend in the beginning o f 1990s. This was 

follow ed by a collapse in property prices that until then had been 

soaring far above the range supported by the elem ent of business 

profitability.^^

By the end of July 1998, Japan faced w ith a "three-layered recession. The 

first layer was w orsening business conditions, w hich had begun to 

decline from a peak reached around M arch 1997. Hit by a com bination of 

factors, including a hike in the consum ption tax (designed to promote 

fiscal restructuring), a reduction in public-sector demand, the Asian 

monetary crisis, and the collapse of Japanese m ajor financial 

institutions, the Japanese economy began to decline rapidly from the 

end of 1997.

The second layer was widespread stagnation in business activity 

resulting from  excessive plant and over-em ploym ent rem aining from the 

bubble period, as well as the huge accum ulation of non-perform ing 

loans. Faced w ith declining levels of self-ow ned capital, financial 

institutions quickly tightened the money supply. Since com panies 

found it difficult to procure financing and suffered from a general lack 

o f demand, they began trim m ing their facilities and labor forces. On the 

other hand, consumers felt anxious about future prospects and put 

greater em phasis on savings. A ll o f the long-delayed negative effects of 

the inflationary bubble came to the surface at once, resulting in a very 

sick  economy.

Stalisiical Handbook o f Japiin 2001
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The third layer reflected an even more basic and structural problem: 

Japan's industrial society had been built up on the model of 

standardized mass production over the course of more than a hundred 

years, but now it no longer matched the current trend of human 

civilization.

It becam e evident that world civilization had taken a new course away 

from standardization, mass production, and ever-larger projects to a new 

em phasis on diversity, "softening" of the economy (the emergence of a 

more high-technology and service oriented economy), and information. 

This trend becam e particularly conspicuous in the U.S .A. from the mid 

1990s. Then, it also became clear that the make-up of the Japanese 

econom y was no longer keeping pace.

In response to this "three-layered recession," the Japanese government 

form ulated a three-stage reconstruction plan.

In  the second h alf of fiscal 1998, a series of emergency measures were 

adopted in an attempt to avert a deflationary spiral, which was 

considered the most urgent problem  at the time.

First, a change was made in fiscal policy. The existing policy, w hich was 

designed to protect and stabilize Japan’s financial institutions, was 

abandoned in favor of a policy that' introduced market principles. To 

ensure the stability of the financial system , the governm ent separated 

fiscal and m onetary adm inistrative functions and strengthened its 

monetary investigation and oversight functions. Creating a huge 

monetary regeneration fram ework worth ¥60 trillion  (¥70 trillion, if
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funds added by the fiscal 2000 budget are included), the government 

began processing bankrupt financial institutions and increasing the 

amount of public capital, provided to other institutions whose financial 

condition seem ed precarious in an effort to stabilize Japan's financial 

system.

Second, a special security fram ework worth ¥20 trillion  (¥30 trillion if 

funds added by "the Economy Regeneration M easures" in November 

1999 are included) was established to make loans available to small and 

m edium -sized businesses to prevent them from going bankrupt. This 

helped to ensure that sm all businesses had access to adequate financing 

despite the tight credit situation in the private sector.

Third, the governm ent took additional emergency econom ic measures 

designed to be im m ediately effective in expanding demand. These 

included over ¥17 trillion  earmarked for public works projects and c 

perm anent tax cut worth an average of ¥9 trillion per year.

Thanks to the governm ent's bold and rapid stim ulus measures, the 

num ber o f sm all and medium -sized businesses filin g  for bankruptcy 

began to fall after O ctober 1998 and the economy^ buttressed by effective 

support bottomed out in April 1999 and began to show signs o f a slow 

recovery.

In response to economic trends, the government continued its 

supportive m easures in fiscal 1999, w hile adding detailed refinem ents 

aimed at spurring new business start-ups and development among small 

and m edium -sized com panies. These policies were accompanied by
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efforts to strengthen the labor market and other measures intended to 

structurally reform Japanese society as a whole.

The private sector responded with great sensitivity to these initiatives. 

Large financial institutions continued their trend toward mergers and 

integration, and the financial cartels that had characterized Japanese 

industry in the past began to loosen. Also, many established, traditional 

com panies have undertaken restructuring in an effort to stream line 

operations and reorganize their businesses. Sim ilarly, new technologies, 

especially IT , are being w idely introduced. This process continues to 

have a trem endous impact in all industrial sectors. These developments 

have inspired a feeling that a great change is taking place in the nation's 

entire socioeconom ic structure.

It is valid to say that, by fiscal 1999, Japan had made it through the worst 

of the recession and begun a slow recovery, thanks to a continuing 

policy of support from the governm ent and to the recovery o f demand in 

Asia and other foreign markets. However, personal consum ption, which 

constitutes approximately 60 percent o f total domestic demand, 

continues to fluctuate. In 2000, there has been no substantial change in 

the econom ic picture, with the business sector doing rather well while 

the household sector continues to struggle under harsh conditions.

The current situation displays the follow ing three characteristics.

First, the recovery process is becom ing polarized between the business 

and household sectors. As noted above, production is growing at a 

healthy rate and corporate profits have improved substantially. O n the 

other hand, com panies are continuing to restructure, and this has put a
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dam per on the growth of full-tim e em ploym ent positions, increased the 

unem ploym ent rate, and retarded the recovery of wage 'levels.

Second, polarization is occurring betw een IT-related fields and all other 

fields. In exports, the growing global demand for IT-related materials 

sparked by m anufacturing centers in Asia played a m ajor role in Japan's 

initial econom ic recovery. In production and plant investm ent, too, 

electrical m achinery and other IT-related sectors have provided a large 

part o f the driving force for growth. During the current recovery process, 

IT  has accounted for approximately 30 percent of exports, 50 percent of 

production, and 80 percent of plant investment. Sim ilarly, IT-related 

fields (including inform ation services) have shown great growth in the 

num ber of jo b  openings available. Although growth in overall 

consum ption remains sluggish, expenditures on IT-related goods and 

services such as telephone telecom m unications charges and personal 

com puters have increased dramatically. In production and plant 

investm ent, however, there has been little spillover from  the IT sector 

into other sectors, and many household consum ption sec tors  other than 

those related to IT  continue to struggle.

Third, in a developm ent that is closely related to points one and two 

above the pace of ecollO m ic recovery has been slack.

Even in 2001, Japan's economy is still rather fragile. Production has 

declined in response to a reduction in exports stem m ing from an 

econom ic slowdown in the U.S.A. As of June 200_, the decline of the 

Japanese economy is continuing. Although the corporate sector is still 

working toward autonomous recovery, the im petus has w eakened in 

recent m onths Plant investm ent is on the rise, but growth in corporate 

profits has slackened and business prospects, especially in the
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m anufacturing sector have been rapidly deteriorating. Unemploym ent 

levels are high, personal consum ption remains basically flat, and 

prospects for the future are uncertain at best, 'W ith further economic 

slowdown, increased inventories and reduced plant investm ent 

predicted in the U.S.A.

In response, the Japanese governm ent has set up the Council on 

Econom ic and Fiscal Policy (CEFP), w hich w ill draw up Basic Policies 

for M acroeconom ic M anagem ent and Structural Reform  of the Japanese 

Economy by the end of June. Based on these policies, it w ill im plem ent 

econom ic and fiscal structural reform  measures including the definite 

and final disposal o f non-perform ing loans, the creation of a com petitive 

econom ic system  appropriate for the 21st century.

Industrial Structure

Japan's industrial structure under went dramatic changes in the half­

century since the end o f World W ar 11.

In 1950, about half of all Japanese workers were employed in the 

primary industries of agriculture, forestry, and fisheries; in 2000, only 5.1 

percent were. Conversely, there has been a dramatic rise in the number 

of workers employed in secondary and tertiary industries. This increase 

has been especially evident in tertiary industries since the oil crises of 

the 1970s. In 2000, 63.7 percent of the entire labor force was engaged in 

tertiary trades.

An exam ination of the make-up of the nation's gross domestic product 

by type of econom ic activity reveals that in 1990 agriculture, forestry and
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fisheries accounted for 2.7 percent of the total. This compared with 26.0 

percent from  the m anufacturing sector, 13.3 percent from the 

w holesaling and retail trades, 5.8 percent from the financial and 

insurance sectors, and 18.2 percent from the service sector. In  1999, the 

corresponding contributions to G D P were 1.7 percent, 23.9 percent, 15.5 

^ percent, 6.7 percent, and 20.4 percent, respectively.

Comported to figures by general industrial sector for 1996, The 

secondary industrial sector and 118 thousand few er business 

establishm ents (8.3 percent). The tertiary sector, moreover, reversed its 

growth trended registered its first decline on record, by a margin of 200 

thousand establishm ents (down 3.9 percent). Both represented sizable 

setbacks.

Business establishm ents represent the foundation for corporate activity 

in Japan. According to the findings of the Establishm ent and Enterprise 

Census taken in 1999, there were 6,203 thousand business 

establishm ents (excluding pxiblic entities). This figure was 319 thousand 

less than the num ber recorded by the preceding census in 1996, for a 

decline of 4.9 percent.

Public Finance

In the early 1990s, after the collapse of the bubble economy, the 

governm ent repeatedly deployed large-scale fiscal measures to stimulate 

the econom y, thus putting heavy pressure on the fiscal situation. 

Because of the subsequent severe economic situation, tax revenue 

significantly declined. The governm ent was forced, however, to 

 ̂ continually issue deficit-financing bonds.
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At the end of FY1997, w ith outstanding government bonds am ounting to 

¥  254 trillion  and a total long-term public debt of¥476 trillion, Japan’s 

public finance sank to the worst level among the m ajor industrialized 

countries. In N ovem ber 1997, the governm ent enacted [he Fiscal 

Structural Reform  Law aimed at lowering the national and local budget 

deficits to w ithin 3%  of G D P and elim inating the issuance of special 

deficit-covering bonds by FY2003. Against the background of the 

worsened recession, however, the government decided on temporarily 

freezing the law in Novem ber 1998 and replaced its belt-tightening 

policy with expansionary fiscal measures to shore up the ailing 

economy. It com piled a budget for FY1999 am ounting to ¥81.86 trillion, 

up 5.4%  over the in itial FY 1998 level, and for FY2000, it drafted the 

second consecutive expansionary budget totaling ¥84.99 trillion, the 

largest ever, up 3.8%  from  the initial FY 1999 budget. To cover revenue 

shortfalls, the governm ent proposed the issuance of new national bonds 

am ounting to ¥32.61 trillion. The ratio of governm ent bonds to general 

account was estimated to be 38 .4%  In Decem ber 2000, the government 

com piled a draft budget for FY2001 totaling ¥82.65 trillion , 2.7% down 

from the initial FY2000 figure, and also approved the issuance of ¥28.32 

trillion  in new governm ent bonds. The dependency rate on government 

bonds w ill be 34.3%  of total revenues, falling from the initial budget of 

the previous fiscal year. Still, outstanding long-term government debts, 

com bining those of central and local goverruiients, are expected to reach 

a record-high of ¥666 trillion  at the end of F Y 2001.

Tax System

Japan's postwar tax system  has been characterized by heavy dependence
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on direct taxes and a steeply progressive income tax system. In 1987 and

1988, the governm ent carried out a radical revision of the tax system with 

the goal of striking abettor balance between the incom e, consum ption, 

and property taxes, taking into account the aging of the Japanese 

population. The tax rate structure of the personal income tax was 

revised, w ith the form er 15 stages from  10.5%  to 70"/o being changed to 

five stages from 10%  to 50%. The corporate tax rate, which used to be 

42%, was lowered in stages to 37.5‘’/o in 1990, and the maximum 

inheritance tax rate was lowered from 75'yo to 70'yo. In April 1989, a 3% 

consum ption tax, a form of value-added tax, was im plem ented, and in 

April 1997, it was raised to 5%.

In  the tax reform  plan for FV1999, the government implem ented a 

perm anent tax cut exceeding ¥6 trillion  (personal and corporate income 

tax com bined) in order to stim ulate the economy. The maximum 

personal incom e tax rate was lowered from 50%  to 37%, and the 

maximum personal residence tax rate from 15%  to 13%. Corporate taxes 

(corporate tax plus business tax plus corporate residence tax) were 

lowered to an effective rate of 40.87%.

In the tax reform  plan for FY2000 that was approved by the Diet in early 

2000, the governm ent proposed tax cuts am ounting to ¥215 billion. The 

tax reform featured, among other things, (I) measures to promote 

private-sector investm ent, such as an extension of income tax deductions 

for home buyers and a one-year extension of tax deductions for personal 

com puter purchases for business use, (2) measures to support sm all- and 

m edium -sized enterprises and venture businesses, and (3) measures to
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promote the introduction of new pension plans sim ilar to the U.S. 401(k) 

pension fund system.

In D ecem ber 2000, the government proposed tax reform s for FY2001 that 

affirm ed the continuation of the permanent tax reductions (national and 

local) for individuals and corporations. W hich substantially exceeded- 

¥6 trillion , and that included such measures as creation of a new taxation 

system  relating to the restructuring of corporations, m easures to 

encourage investm ent in housing and investm ent in plant and 

equipm ent by SM Es, as well as measures that are necessary for coping 

w ith socioeconom ic changes. In  com piling the draft budget for FY2001 

totaling ¥82.65 trillion, the governm ent predicted that tax revenues 

w ould surpass ¥50 trillion  for the first time in three years.
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CHAPTER- FIVE 

MAIN CAUSES OF JAPAN'S DEVELOPMENT

Japan 's developm ent process and the driving forces behind economy 

may be explained in tem is of a few factors collectively responsible for 

Japan's development.

Japan's developm ent has been more systematic and massive than sim ple 

words like m iracle, copying, free ride, or life-long em ploym ent alone 

can explain. From the study and analysis made so far, the whole 

Japanese econom ic developm ent process may w ell be considered to be 

the outcome of the interaction of the follow ing factors w orking as a 

system:

1. Pre-M eiji isolation of Japan and situational m otivation in the 

M eiji era and afterwards;

2. Ceaseless efforts by M eiji leaders to evolve a strategy to achieve 

developm ent with their own resources;

3. Priority to education and its continuous improvement; 4. Farmer- 

oriented agricultural policies;

5. Creation of a dedicated and educated bureaxicracy and conversion 

of govem nient-business rivaJiy into active cooperation.

6. Tim ely realization of the importance of long-term  industrial 

policies and import of technology;

7. Occasional military intervention in prewar econom ic and industrial 

policies;

8. Form ulation of growth-oriented fiscal and monetary policies;

9. Introduction of a rational taxation system and effective deferm ent 

of dom estic consum ption in favor of savings for productive
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investm ent

10. Expansion and protection of domestic m arket w hile export drive;

11. Evolution o f legal systems and institutions capable o f m onitoring

and solving crises with keeping an eye on tradition;

12. M acarthur's rationalization plan and American imposed

constitution and security treaty; 13. Identification of national 

interest and attachm ent of top priority to it continuously in all 

changed circum stances;

14. Effective methods o f handling labor resources;

15. Effective control of foreign capital investm ent in jap an  and import

o f technology; and 16. Prevalence of rationality and prewar- 

postwar continuity in national developm ent system  and

leadership.52

Ceaseless efforts by M eiji leaders

W hen the conditions of Skokie were relaxed gradually to w iden external 

trade again, the early M eiji leaders found a gap betw een the m aterial 

developm ent in the outside world and that in Japan, w hich they thought 

to have developed a lot during the period of isolation based on whatever 

know ledge and techniques they could get from  the European 

civilization before and to some extent during the period of isolation. 

This was a period w hen international loans were unheard o f in this part 

o f the world. The only way of developm ent was the rational allocation 

of scarce resources to the priority

investm ent areas, suppression of potential domestic demands to the 

level of production and enhancem ent o f productivity. The methods were 

not, however, understood as easily as today. They w isely took the policy

52Raliiiian M ustafisuc. Tlic Jitpaiicsc Slralc^\
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of "learning from the world" instead of considering their own 

know ledge to be the best. In course of the search for a strategy, the 

requirem ent for education, the necessity o f stream lining the Samurai- 

dom inated adm inistration, the importance of better financial 

m anagem ent, the importance o f agriculture, industries, and foreign 

technology, and the im portance of various other reform s were clearly 

realized. They made all possible efforts to im plem ent w hatever they 

believed in. The introduction of com pulsory education in 1872, 

introduction o f the M eiji constitution in !889, introduction of a non­

Sam urai Public Service System , adoption of industrial policies and so 

forth were but some o f the outcomes o f the ceaseless efforts by M eiji 

leaders to find a self-reliant developm ent strategy. The m ajor strategies 

o f their influence on present Japan arc . dealt w ith briefly in the 

subsequent sections.

. 425582

Priority to education

Although the rate of literacy was about 50 %  for males and about 15% for 

w om en towards the end of Tokugaw a period and despite lithe 

establishm ent of training schools like the Naval Training School in 

Nagasaki in 1855 with foreign instructors, the necessary reform s and 

m odernization envisaged by the M eiji leaders demanded larger and 

highly educated personnel for their m aterialization. The establishm ent 

o f the M inistry of Education in 1871, introduction of compulsory 4-year 

primary education in 1872, establishm ent of Tokyo University in 1877 

(incorporating many special institutions started still earlier), and the 

reorganization of Tokyo University into Tokyo Im perial University in 

1886 were some o f the im portant events, especially w hen it is considered

Trr̂ Tsi
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that many A sian countries had not introduced compulsory primary 

education more than one hundred years after the Japanese.

There are, of course, very many general and highly specialized 

universities now, but the highly placed bureaucrats, technocrats, 

scholars, politicians, and the business leaders in that period were mainly 

the products of the prestigious Tokyo University, or Todai as it is called 

in short. The quality of education has continuously improved. Post­

graduate students are required to study at least two European languages 

to harness the know ledge and technology available in those countries. 

G erm an system s had a lot o f influence on the M eiji leaders. Japan 

invited a large num ber of foreign teachers, and also had their own 

people trained in Europe and in the United States. M ost important, 

textbooks were w ritten in Japanese or translated therein. A tradition of 

research was built up through the establishm ent of research institutes 

and national laboratories under the university or directly under the 

control o f the governm ent m inistries. Science education was rightly 

given priority. The result is the present state of development in Japan 

w hich the associate editor of the w eekly E ducation  USA referred to in 

his article, "Science Education = Economic M ight:

Over the past 20 years, the governments of Japan, W est G ennany and the 

Soviet Union have dramatically upgraded their education programs in 

m athem atics and science. All three did so because they realized that 

economic success-and in the case of the Soviets, m ilitary success- 

demanded a w ork force that was know ledgeable and skilled  in science
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and technology. Japanese leaders often point to the rigor of their 

education system as a key to their economic success.^^

Clearly, m odem  Japan would have been quite different economically 

and otherw ise if education had not been given priority in the 

developm ent process of Japan. The attachment of the right priority to 

education from the beginning of the M eiji era as the tool for 

w esternization and econom ic development was one of the w isest steps 

the M eiji leaders took when they took into stock the difficulties in the 

m odernization process without western education in the early M eiji 

period. Today’s high percentage of higher education in Japan, next only 

to the US, is the result o f what was done since the M eiji period and 

e a r l i e r . I t  is this higher education that has allowed Japan to m aintain a 

rem arkable international position in high technology, considered 

important for her econom ic health in the past as w ell as in com ing years.

Farmer-oriented agricultural policies.

D uring the Tokugaw a period Japan was basically an agricultural 

country. The land taxes were collected in rice, and stipends to the 

Sam urai were paid in rice. There were great and sm all dain n jos  in 

accordance with the rice revenue they could pay. During the Tokugawa 

period, the total yearly rice revenue was about 26,433,097 koku .l4  Silk  

was one o f the m ajor export items towards the last part of the Tokugawa 

period and through the M eiji era. During 1868-82, the export of raw silk, 

silk  products and tea made up for 71,10/0 of Japan's total exports of ¥302 

m illion. Tokugawa leaders made some investm ents in the agricultural 

infrastructure to increase production, but farmers were not free to

M u ita liz u r  Ralim un AppRia(.]ic5i in N iilionul rcom iiiiic  an J lisdiwlrsal plnnninj; lor the Development C ountncs, P.27 

The Japan’s Time June 24. 19S) reproduced froin !hc Wiisliingtoii Posl.
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change professions. A bout four-fifths of the employed people of about 

19.5 m illion population were still engaged in agriculture, forestry, and 

fishing. The M eiji government changed the land tax system, giving 

peasants freedom  to change their cropping pattern,

The M eiji governm ent took up an elaborate agricultural policy of 

introducing advanced agricultural equipm ent, improved techniques, and 

new crops. C iting O kazaki, Takahashi M asao says:

In April 1870, American cottonseeds were imported and distributed to 

various provinces for experim ental cultivation. Seeds of pasturage grass, 

sugar beet, turnip, etc., were imported by the Tokyo Land Developm ent 

O ffice. From that year until 1890, the seeds or seedlings of the new 

varieties o f the follow ing crops were imported and distributed to 

various prefectures: vegetables, rice, wheat, barley, com  m illet, fruit 

trees, tobacco, cotton,- hemp tea, peanuts, olive, cinchona, hop, indigo 

plants, grass bulbs of flow er plants, tropical plants, etc.

Educated bureaucracy.

"Japan, Incorporated-a Conglom erate" is a common term used recent 

years to criticize or describe Japan's phenom enal postwar economic 

growth. The term im plies a govem m ent-business cooperative relation in 

powering and steering the w heels of high-speed growth economy of 

Japan. This may be further clear from an analogy drawn by Abegglen 

betw een "how Japanese economy works" and a giant m ulti-division 

company on the order of General Electric or General Motors:

In this analogy, the Japanese government corresponds to corporate 

headquarters, responsible for planning and coordination, formation of

Kk;>h;islii MaScSO. Op. cii P. 75
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long-tenn policies and m ajor investm ent decisions. The large 

corporations of Japan are akin to corporate divisions, w ith a good deal of 

operating autonomy w ithin the overall policy framework laid down by 

corporate headquarters, free to compete with each other w ithin broad 

lim its, and charged with direct operating responsibility."^^

This analogy has its lim itations and there may not be anything to 

criticize in Japan for way of doing things and m aintaining such close 

governm ent-business relations. This relationship was not created just- 

by an im perial order or by accident. It was developed through a process 

o f social need and situational imperatives. As Chalmers Johnson says: 

Looked at historically, m odem  Japan began in 1868 to be plan rational 

and developm ent. M er about a decade and a half o f experim entation 

w ith direct state operation of economic enterprises, it discovered the 

m ost obvious pitfalls of plan rationality: Corruption, bureaucratism, and 

ineffective m onopolies— Thus, M eiji Japan began to shift away from 

state entrepreneurship to collaboration w ith privately owned 

enterprises, favoring those enterprises that were capable of rapidly 

adopting new technologies and that were committed to the national 

goals of econom ic developm ent and military strength. From this shift 

developed the collaborative relationship betw een the governm ent and 

big business in Japan.57

The change from the old constitution to the new, did little to change 

adm inistrative guidance which left the western governments in 

confusion for years together in understanding w orking of the Japanese 

governm ent is said to rest in the [mal analysis on this Sam urai sword.

A bcgglcn. op., cil p - 7 1. 
■' Johnson op. d t. p -2.'
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A key factor in Japan's economic success has been the ability to select, 

absorb, and improve foreign technology.-The methods for selection of 

technology from  abroad, and the determ ination of a suitable price for it, 

are another exam ple o f the interaction in Japan between the government 

apparatus and the business com m unity, w ith the bureaucracy in the role 

of a judge of overall national interest and arbitrator between conflicting 

business interests. The specific m echanism  for government involvem ent 

in the process has been the regulations governing foreign exchange, 

applying not only to trade and investm ent but also to the im portation of 

technology in w hatever form  and course the flow of funds in payment— 

Purchase o f technology has been integrated withy plans and 

expenditures for domestic developm ent, notably in such sensitive fields 

as electronics, computers and nuclear energy, through jo in t govem m ent- 

business com m ittees on research planning for key product areas.^®

Form ulation o f growth -oriented fisca l and monetary policies 

As Japan did not have control over its tariff Until 1911 the M eiji leaders 

had no other choice but to devise innovative- fiscal and monetary 

policies to boost its economy, check inflation, keep irate deficit under 

control, and increase exports and desired production. M asticator's 

successful deflationary policy of 1880, which is com parable to that 

carried out 70 years later by Joseph Dodge and Iced Heaton under 

postwar occupation rule, was innovative in its lime. This led to the 

conception and adoption of a separate foreign currency and local

Abcgglcii op cit ppp 117, 12 1 -22.
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currency budgets, w hich continued although until Japan's current 

account surplus started to grow over the last few years.

The policy of liberal financing of selected Industries since 1881 has 

given birth to planned industrialization policies. Aggressive in-vestment 

in the prewar and postwar Japan would not be feasible in the absence of 

governm ent policy of keeping the interest rate on investm ent funds low. 

The developm ent of govem m ent-bank-business ties^ w here the 

governm ent guarantees loans by city banks to growing industries, was a 

rare device to nurture selective economic growth. The bold economic 

decision by Prime M inister Hamaguchi O sachi in 1929 to order a 10 '%» 

pay cut for all civil and m ilitary officials was a reflection of the serious 

handling of fiscal policies even against underlying protests and risks. 

The deficit budget financing for developm ent introduced by Takahashi 

in 1932 is still an accepted method of budget planning in Japan and by 

now in the USA, and many other countries. Japan overtook other 

industrialized nations because it could adopt the deficit financing 

w isely enough to pull its economy out of depressions and recessions 

before other nations actually did so. The postwar economic policies are 

the direct extension of the prewar policies except for their com plexities, 

scale, refinem ents, and establishm ent of new financial institutions like 

the Japan Developm ent Bank, Export-Import Bank, long-tem i credit 

Bank, and so on and reduced defense expenditure.

Raliinan M uslafizur. T lic Japanese Slratcg> . P 122 
Rahman M iistafi/ur. T lic Japanese Siraicg>, P 122
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Introduction of a rational taxation system

The tradition of living frugal lives for hundreds of years created a strong 

basic sense for the effective use of money in the Japanese people, both 

in the government as well  as in private management. The tax system 

developed according to the needs no the changed circum stances over the 

years could never underm ine that basic sense. The tax burden in Japan is 

the low est among the developed countries of the free world. Heavy taxes 

have always been abandoned in favor of cuts in the government 

expenses. This is reflected in the fam ous deflationary reform of 

M asticate in 1880 w hen governm ent expenses were brought under 

control by cutting government jobs, pay, and imports. Governm ents did 

not hesitate to pay respect to tax payers by allow ing landlords with large 

holdings, seats in the upper house and House o f Peers, sim ply because 

of the high taxes they paid. Takahashi came out w ith his famous deficit 

financing programmed for developm ent because a high tax was not 

considered for extra funding. Earnings from export were allowed a 

special tax exem ption before the War, as well as after the War, although 

the occupation authority wanted to remove such preferential incentives. 

W hile industries grew substantially, expansion of domestic demand was 

found advisable by the finance m inister, Ikeda Heaton, in 1956, who 

launched the policy of positive financing under the slogan of "a hundred  

b illion  yen tax  cu t is a htm dred b illion  yen o f  aid.

Im m ediately after the War, General M acarthur, with the help of his 

econom ic adviser Dodge, introduced the rationalization plan which 

called for a severe cut in the government jobs (about 10,000 officials 

were removed betw een 1949 and 1951 from M IT l alone), a balanced
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budget, improved controls over foreign trade, strengthening tax 

collection, and so on. The Japanese bureaucrats im plem ented them 

apparently as per the orders but safeguarding the interest of Japan to the 

maximum w herever possible. Som e commentators termed it as "seven 

years of bureaucratic menu fib u la e ,  follow ing orders to a superior's face, 

reversing them in the belly.‘>̂ In this rationalization process, the taxation 

system  was greatly sim plified , but the basic principles rem ained the 

same. During the high speed growth they included, on the protective 

side, discrim inatory tariffs, preferential commodity taxes on national 

products, import restrictions based on foreign currency controls, and on 

the developm ental side, and exem ption of import duties of designed 

critical equipm ent.

Japan still m aintains one of the lowest tax rates among the 

industrialized countries even though its budget deficit has sw ollen to a 

high level. However, the government is now taking measures to reduce 

the deficit w ithout increasing taxes, but through adm inistrative reforms 

in the form o f cutting 82,000 governm ent job s and converting the m ajor 

governm ent enterprises in to private ones in five years. Prime M inister 

Suzuki and the then state m inister for Adm inistrative M anagem ent 

Agency, Yasuhiro Nakasone, declared in 1982 that, if necessary, they 

would risk their political career to bring about these reform s as 

recom m ended by the a d  h oc  com m ission headed by Toshio Dodo (b. 

1896), honorary chairm an of the Powerful K eldauren , the quasi-official 

organ of the business world in Japan. Dodo h im self was a symbol of 

M eiji-era frugality living w ith his w ife within a m onthly budget of

Rahman Muslafi/.iir. Tlic J;ip;incsc Stnilcgy. P. IS"; 

Johnson op .d l. If). 43
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¥100,000 w hile earning w ell above 100 m illion  a year, donating most of it 

to a private senior high school founded by his mother.^^ M aking a man 

like him head o f the com m ission, the government showed its concern for 

refom is.

The Japanese tax system is very responsible and rational to serve its 

purpose best. The lower tax com bined w ith deferm ent of domestic 

consum ption by other m easures generated private savings available 

through banks or the postal savings system to respond to government 

deficit financing o f developm ent programmers and investm ent in 

growing industrial sectors all the way from (he M eiji restoration to the 

present day. Efforts to correct its course to respond to the need o f time 

were not absent. Yasuhiro Nakasone, who was then the Director General 

o f Adm inistrative M anagem ent Agency and later became the Prime 

M inister o f Japan, spoke of the com ing reform in his TV interview  on 1 

August 1982 as one com parable to that o f the M eiji period and 

M acarthur's reforms.

The fact that Japan’s adm inistrative system  is one of the most effective 

in the world is probably due to its rational (tax system and responsible 

allocation o f resources which com pelled them to have the low est ratio of 

adm inistrative staff per thousand people employed among the 

developed countries. There are enough forces in-built into the social and 

political system  of Japan for self-correction and improvement.

M ac Arthur's rationalization plan

Japan's industries geared to W ar production and the foreign trade 

capturing world m arket prior to W ar suddenly dwindled when the

The Japanese limes. August 12. 1982
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Emperor broadcast his announcem ent of surrender on 15 August 1945. 

T he m inistries hastily started reorganizing them selves to remove 

possible evidences o f their connection with W ar crim es before the first 

allied troops arrived. The M inistry of M unitions was reconverted to the 

M inistry o f Commerce and Industry by Shine overnight. Allied 

investigators discovered the end-of-the-w ar juggling of m inistries but 

they did not find it out of step with their direction of thinking. It soon 

becam e ciear to the Japanese that the SCAP had decided on mi indeed 

occupation. U niting lulu.' Japanese governm ent intact except lord some 

changes here anal Hire to be. im plem ented through the Japanese 

governm ent itself. The bureaucrats thought out probable changes and 

started protecting their interest before SCAP could realize its 

im plications. The SCAP wanted to break up the Zaibatsu but they were 

reborn under the shelter of their banks, w hich the Am ericans, as per 

their own conception, considered to be free from industries and 

commerce. As early as 15 February 1946 the cabinet had called for an 

emergency econom ic policy headquarters, which the SCAP also liked in 

some form. This led to the form ation of the economic stabilization 

board. Before SCAP stopped payments of war claim s, the government 

flooded the business with money. Even after the stop on 25 June 1946, 

they revived such payment through, a new institution, the 

Reconstruction Finance Bank created on 24 January 1947. It is said to be 

one of a set of institutions that the Japanese created after the W ar to 

restore their economy to the prewar level. The priority production 

schem e for coal and steel production was taken up, w hich served its 

purpose though some inflation was created as a side effect. A series of
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m easures were taken for economic recovery and control of inflation 

w hile foreign trade was still under SCAP control.^

In 1949, G eneral Mac Arthur presented a 9-point rationalization 

programm er to be im plem ented by the Japanese government and 

deputed Joseph Dodge (hence also called the Dodge plan) to advise 

them in their efforts and to m onitor progress. He com pelled (or 

otherw ise made) the governm ent to write an overbalanced budget, to fix 

exchange rate at US $ 1= ¥360, and to create the export-import. bank, 

Japan developm ent bank, and many other institutions which affected 

the Japanese economy for years to come. The sudden drastic curtailm ent 

o f inflation, through a draconian reduction of demand and cutting 

thousands of governm ent job s created a deflation w hich was a 

prerequisite to Japan's economic recovery and growth. To control foreign 

investm ent by giant m ulti-nationals, Japan enacted a very important 

law, the Foreign Exchange and Foreign Trade Control Law. This law 

along with G au cho  (foreign investm ent law) gave Japan the necessary 

legal weapons to protect the local market. However, the SCAP approved 

these laws probably with the understanding that Japan was going to 

allow  im port of technology and foreign investment. The SCAP gradually 

handed over power of control of foreign trade and foreign exchange to 

the Japanese authorities. As Leon Holloman puts it:

In  Liquidating the occupation by "handing back” operational control to 

the Japanese, SCAP naively presided not only over the transfer of its 

own authority but also over the institutionalization of the most 

restrictive foreign trade and foreign exchange control system ever 

devised by a m ajor free nation.

Rnhinaii M usiafizur. The Japanese Siratcgy. P. I2 ‘J
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CHAPTER SIX

M O D ELIN G  OF JAPA N 'S D EVELOPM EN T 

PROCESS

From the study and analysis of Japan's development process made so far, 

the driving forces behind Japan’s economic developm ent could be 

ascertained as given in the preceding sections. To study w hether the 

Japanese developm ent process is adaptable to any other developing 

countries in a different time- frame and under enorm ously changed 

international and national environm ents, it may be necessary to first 

generalize the factors or the driving forces behind Japan's economic 

developm ent in terms of the present-day techno econom ic and economic 

political practice and behavior of the nations under influences of the 

external and internal forces different from  those prevalent during the 

early stages o f Japan's development. This generalization shall be termed 

as the m odeling o f Japan’s developm ent process and w ill be used later to 

compare w ith the sim ilar factors in some other developing countries. For 

ease in study, the factors are grouped into the follow ing broad areas:

• Situational m otivation and historical background affecting 

economic developm ent through fixation of objectives;

• Consensus in pursuing the objectives of development;

• Natural advantage and disadvantage;

• Policies and strategies for development;

• Stability , continuity and leadership; and

• International environment.
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1) I f  the starting point of Japan's developm ent process is fixed in the 

early Tokugaw a era, it may be safely said that Japan was a determined 

by the circum stances. Despite some m inor power struggles in the early 

years of the M eiji regim e, the nation had a consensus behind the M eiji 

objectives. The situational m otivation like poverty, late starting of 

developm ent, v isib le difference w ith the foreign power and availability 

of a backlog o f technology in the W est helped Japan find her strategies 

to achieve her objectives. Japan did not have any foreign debts at that 

time. She learned how to live w ithin her own means during the 215 

years of Sakoku. Her wants were lim ited.

2) The m otivation to build a "rich country and strong army" was so 

strong and the changes were so sw eeping that the new institutions 

introduced by the M eiji governm ent did not inherit the dangerous 

vicious circles that are standing in the way of developm ent among the 

developing countries of today. The police force, know n for their 

corruption in the developing countries^ proved to be so dutiful in Japan 

that they enjoy public confidence till now. The legal system has been 

perfected to a degree that the crime rate is even today low and the whole 

legal profession is not econom ically alluring in Japan.

3) Japan’s labour force was loyal, and despite rapid industrialization and 

im portation of many institutions from the W est from the beginning of 

the M eiji period, Japan delayed im porting foreign labour. So far Japan's 

labour force has never showed any instance of disruptive behavior that 

have put W estern industries in economic and social problem s, tim e and 

again. In short, a serene labour situation has helped Japan's industrial 

growth from  the begim iing of its industrialization. Even though there 

have occurred global recessions, now and then, Japan has m aintained a
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fu ll em ploym ent policy and a policy of em ploying highly efficient 

robots. Japan’s unem ploym ent rate of 2-3 %  for many years, compared to 

5.3-15'’/ii in the W est, has not only been low, the labour unions are not 

seeking higher wage in creases as before, to give a com petitive edge t 

their Industry in the international market.

4) Japan enjoyed some privileges of colonies after w ining wars against 

her neighbors before W orld W ar II. W orld W ar 1 also al-lowed her an 

war export boom to strengthen her economy. W orld W ar II inflicted 

dam ages to her, industrial facilities and economy. The A llied Powers, 

however, changed their attitude towards Japan soon, and it was given a 

free hand to manage its affairs in 1952. Even be-fore 1952, the SCAF 

policy was rather helpful to Japan. The postwar developm ent was the 

outcome o f her efforts with precise strategies in a favorable international 

e n v i r o n m e n t  with peace for herself.

The Tokugaw a regime continued for about 250 years after 1603, followed 

by the M eiji Taisho, and Showa eras. M ost o f postwar period has been 

the ruled by the Liberal Dem ocratic Party. Japan's M eiji constitution o f 

1889 end continued until W orld W ar II w hen the USA im posed the 

present constitution. Thus Japan enjoyed political stability and 

continuity of policies which gave cumulative benefits of all 

developm ent efforts made so far.

5) Japan's developm ent strategy was precise, effective and 

comprehensive. The development policy of Japan w a s  based on 

in d u s tr ia liz a t io n . Its agriculture could support her industrialization in
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the early stages. The high rate of savings and an extremely high rate of 

capital form ation that boosted industrial production could be possible 

because o f the successful deferm ent consum ption. The industrialization 

was broad-based but selective and was nurtured by the government 

under necessary protection.

6) The govem m ent-business cooperative relation has allowed the 

governm ent to have access to a wide spectrum o f wisdom  in different 

sections o f the people outside the government. To m aintain a viable and 

com petitive position for Japan in the high technology field , government 

has been carefully guiding and supporting its prospective industries 

despite foreign criticism . It has been giving utmost priority to education 

as a tool for national developm ent. Japan never liked to rely on foreign 

capital for her econom ic development, and reliance on her own 

resources made her developm ent broad-based and w ell-adjusted to 

tradition.

7) Japan was also lucky in the sense that she did not have to bear the 

burden of her postwar defense expense w hich had mounted to about 

50.9 %  o f her GNP in 1944. Japan's defense expenditure is below  1%  of 

her G N F now. The defense expenditure o f Japan was US$11.50 b illion  in 

1981 compared to 185 billion  for the U SSR ; 171 billion  for the USA; 26 

b illion  for France; and 25 billion  for W est Germany. The defense 

expenditure how ever rose to US$28.73 billion  in 1990, but still remained 

at 1.0%  of her GNF. The USA, w hich has been protecting Japan since 

W orld W ar 11, has realized recently that Japan was taking advantage of 

the U S-Japan security treaty. But it is already too late. Japan can now 

bargain strongly in the face of any US pressure, although it sometimes
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shows modesty to avert US pressure on Japan's huge trade surplus. But 

it may now rely on its own am is industry for a defense build-up w hich 

the USA is encouraging.

8) Japan, w hich has protected its investm ent market so far, has been 

welcom ed by the USA, the EC and other countries to invest there. This 

was a new opportunity for Japan w hich she has exploited in the most 

favorable terms. Japan is taking over existing com panies, investing in 

new plants, and m ining in all prospective parts of the world. Fuji Bank's 

takeover o f two com mercial lending subsidiaries of the W alter E. Heller 

Corporation for US$425 m illion is one of the biggest single takeovers in 

the USA by a Japanese bank. M ost of the Japanese banks, security 

com panies, m anufacturing, and trading companies are w ell entrenched 

in the USA, the BC, and in many other countries o f the world. Her total 

foreign investm ent as of 1991 is US$352,392 m illion. This is probably not 

the end, but only the beginning o f Japan’s strategy. One cannot, 

however, im agine a sim ilar takeover in japan  by any foreign interest 

whatsoever.

9) Japan's efforts to be technologically independent have paid off. Her 

technology is being sought even by the USA and the EC. Japan's history 

as a developed country is too short and as such she still has full vigour 

to take pains of structurally changing her industries and working out 

long-term  strategies w hile deferring social developm ent as far as 

possible. Even after achieving economic power, Japan has m aintained 

her policies and spirit as a developing country to take economic 

advantage w herever available. As the developed countries of the west 

attained a high standard of living long ago, w hich Japan could hardly 

think of due to her various lim itations, they relaxed their efforts. Japan
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silently made its way to oust them from the international market 

gradually. Japan is now enjoying a healthy and enviable trade surplus 

w ith alm ost all non-OPEC m em ber countries.

10) Japan population growth rate in the postwar period was m aintained 

at about I %  or less on an average. A large num ber of Japanese have 

settled in  Brazil, the USA, an in many other countries w hile she 

m aintained a virtually closed door policy to foreign im m igration for jobs 

in Japan, The num ber N ikkeijin  (persons o f Japanese parentage) in 

North Am erica gre to :4,530 as o f 1 O ctober 1981. The num ber o f such 

N ikkijins was 763.693 in the South America. In  addition, a large num ber 

o f Japanese are staying permanently in different parts of the world. 

T h eir num ber was 246,142 in 1981. A bout 204,731 Japanese were taking 

prolonged residence abroad as o f 1981. The num ber was 66 100 as of 1 

O ctober 1991. The total num ber of Japanese Emigrants as of 1 October 

1981 was as high as 4,006,388 compared to the total num ber of 

im m igrants (mostly for a short time) 1552.296. The num ber of registered 

aliens in Japan as o f 1981 was Jurt 70,005 excluding the Chinese and the 

Koreans. As Japan brought a many Chinese and Koreans to work in 

Japan, w hile those places are under Japanese control, their num ber was 

com paratively large before the war over three m illion Japanese were 

living in Japan colonies. .

Japan's policy, strategy, and efforts to achieve her objectives have been 

highly rational w ith an in-built capacity to m onitor and direct its course 

to serve its purposes best The strong nationalism  of the Japanese played 

an econom ic role that can probably be best performed by active 

nationalism  alone in  the right environm ent.
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HAPTER-SEVEN

Conclusion:

Japan is one the most developed country and Bangladesh is one 

of the least developed countries in the world. But the populations are 

same and area is one third. Japan’s philosophy, norms and system, 

accountability, political stability, governing system, local government 

structure is the best. The Japanese practice o f using education as a tool 

for national developm ent and population control may be universally 

adaptable. The industrial and trade polices o f Japan, now being 

criticized by the developed countries, and may be adopted by 

Bangladesh. The banking system, fiscal and monitory system, legal 

system and taxation system of Japan may be valuable model for 

Bangladesh. It is doubtful w hether any other system can pull our 

country out of poverty. Bangladesh needs 64 public University in 64 

districts. Besides this Union Bank, citizen tax or bom  tax is important, 

power decentralization Union council and district council should be 

upgrade. A profile for a fam ily is essential.

Economic developm ent m akes democracy possible, political leadership 

m ake it real,Bangladesh needs new roles and new behavior from  its 

political leaders who should be more tolerant and perfom ting for the 

people.
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