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POSITION AND ROLE OF SMALL BUSINESSES IN
JAPANESE ECONOMY -

1. What Small and Medium Enterprises Are

Terminology of Small and Mediwm Enterprises

. The terminology of “small and medium enterprises” used in Japan
is the counterpart of “amall businesses, small firms or small enterprises”
as used in the United States and Britain and “Handwerks” in Germany.
The reason why enterprises of medium size offer few problems in the
United ‘States and Britain is because they exist independently without.
subordinating themselves to large enterprises. S

In postwar America, however, the impoverishment of medium-sized.
enterprises, rather than small enterprises, has come into social attention,
and importance has come to be attached to their problems, too. In the
United States, the problems: of petty enterprises have also come to be
taken up, for the fact that the number of petty enterprises, which have
been the nucleus of the middle classes and the bulwark of democracy since
the time of Mr. Jefterson is visibly decreasing of late is feared to compro-
mise the future of the American democracy. In conception, small enter-
prises in the United States and Britain are bearing resemblances to small
and medium enterprises in Japan.” Germany’s Handwerks do not merely
imply the handicraft. Even if enterprises should adopt mechanized manu- _
facturing prfcesses, they are called Handwerks, in case their entrepreneu-
ral scales are small, and their dependence on the personal capabilities of
the managers is high, In a sirict sense, the conception of Handwerks
comprehends small and petty enterprises in Japan, How, then, are Ja-
pan’s small and medium enterprises defined? E '

1) Definition of Small and M'edimn Enterprises

-+ In discussing  the problems of small and medium enterprises, the
question arises in the first place as to the definition of small and medium
enterprises. Although there are many studies and documentary records
on their definition, no sweeping standard for small and medium -enter-
prises has not been set. The definition differs with countries, persons and
ages. - : L S :

~ 8miall and medium enterprises are usually determined by the size of
capital, number of employvees, production amount, added: value, number
of machines and equipment, and floor space of factories, and so on. Such
quantitative stipulation for small and medium enterprises is indispensable
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and simple for statistical analyses of these enterprises. It does not seem
sufficient, however, to grasp the conception of these enterprises accura-
tely. In Japan, for instance, enterprises employing 1,000 workers can be
regarded as big enterprises in the foodstufts industry., On the contrary,
they belong to the small and medium category in the steel industry. But
in these days of technical innovation, indusirial automation makes rapid
progress, resulting in a sharp reduétion.in the number:of employees.
There are cases wherein enterprises which employed 1,000 hands until
yesterday no longer need such a large number to operate highly automat-
ed machines and equipment, and perhaps 100 employees may be encugh.
This reduction in the number of employees, of course, does not mean a
change in the status of these enterprises. The same can be true of the
production amount, value added, number of machines and equipment and
floor space of factories. Even if these yardsticks are adopted to distin-
guish small and medium enterprises from large ones, it seems hardly pos-
sible to explain their distinetion theoretically, : L

To define small and medium enterprises is difficult and mere quanta-
tive stipulation for these enterprises is not scientific. . In Japan, however,
small and medium enterprises, from Jegislative and. finaneial need, by the
numbeyr of employees and the amount of capital.

The definition of small and medium enferprises in Japan is stipulat-
ed for in the Smaller Enterprise Organization Law that has been enact-
ed since April 1958 and laws related to finance to small and medium en-
prises. The Smaller Enterprise Organization Law, which will be de-
scribed in detail later, is a legislation desigmed to permit formation of
cartels by small and medium enterprises, thereby stabilizing these enter-
prises. This law sets the scope for these small and medium enterprises.
In manufacturing, transportation and other indusiries, according to Axr-
ticle 5 of the law, those enterprises which employ no more than 800 work-
ers regularly shall be classified as small and medium enterprises; and less
than 30, in commerce and service trade (such as hotels, barber shops,
bathhousés and movie theaters). Specific lines of business are stipulat-
ed by ordinances in the light of the special conditions under which these
businesses are placed. The number of employees, for example, is up to
1,000 in the mining industry, up to 900 in tile-making and chinaware
(tableware) industries, up to 600 in weaving machinery and dyeing, up.
to 150 in construetion, and up to 50 in fabries and hosiery manunfacturing
and wholesale businesses. Such primary industries as agriculture and
fisheries, as well as such liberal professions as lawyers, public accoun-
tants-and doctors are excluded from the category of small and medium
-enterprises. : S . : .

Financial institutions for minor industries lay down their own cri-
{eria for smaller enterprises. In munufacturing industries, according to
these finaneial institutions, the number of employees should be no more
than 300; in commerce, less than %0; and in the mining industry, less
than 1,000. In respect to the capital and loans, the maximum is Y10
million, respectively. g S e

In short, in case the number ‘of employees is less than 300 (30{1‘11



.commerce and service trades), or in case the capital of an enterprise is
less than ¥10 million, the enterprise is legally regarded as pertaining to
‘the small-medium enterprise eategory in- Japan, SRR

2)  American Criteria

For reference, the eriteria for small businesses which American gov-
-ernment agencies adopt will be introduced: In the United States, there
is no‘uniformity in such eriteria, and the definition of small’ businesses
differs from agency to agency, The Department of Commerce follows
the pattern of classification that the Census Burean adopted for the 1939
national eensus.  In the manufacturing industry, enterprises with no more
‘than 100 hands, $500,000 to $1,000,000 in annual sales, $250,000 in total
-assets and about $100,000 in net assets fall under the category of small
-enterprises. In wholesale business, -importance is attached to net sales,
rather than the number of employees, and annual net sales are under.
+$200,000—the amount which will be reached by enterprises with less
than 12 employees. In retail and service trades, business units with less
than $50,000 in annual sales or receipts and with less than six employees
for retail business and less than 20 for service trades come under the
category of small businesses. e

By the definition framed by the Bureau of Labor Statistics, enter-
‘prises of smaller scales than the averages in the respective industries are
‘regarded as small businesses. The number of employees is smaller than
43 in the manufacturing industry; the annual net receipts are less than
$209,000 in wholesale business, under $20,000 in retail business and less
than $5,000 in service trades. :

The Small Business Administration, in compliance with the Small
Business Act, defines enterprises conforming to the following conditions
:as small businesses: DR o

In case enterprises solicit the Government for contract assistance,
(1) the aggregaie number of the employees of these enterprises and their-
‘parent companies should be no.more than 500; (2) these enterprises
shouid be independent in ‘management; and (3) they should not be play-
‘ing a dominant position in respective sectors of industry. :

‘In case enterprises seek loans, their number of employees should be
less than 250 in the manufacturing jndustry; the annual sales shonld be
~under $5 million in wholesale business; and annual sales or receipts, less
than §1 million in retail business and service trade,

In defining smaller enterprises, the criteria are the number of em-
‘polyees or the size of capital in Japan but either annual sales. or ireceipts
in wholesale, retail and service businesses in the United States, although
‘the number of employees is taken as the base in the manufacturing in-
-dustry. In the United States, qualitative as well as quantitative criteria
are adopted, Enterprises in this category should be standing on their
-own feet, and should not be playving a predominant part in respective
segments of industry. - The American wav of definition.seems to charac-
terize small enferprises more realistically and suitably. o
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8) The Case Of Southeast Asian Countries o

Naturally the American definition is not applicable to Japan as it is..
The American or Japanese definition cannot apply to Southeast Asian
countries either as it is. Even in relatively industrialized countries in
Southeast Asia like India, it is stipulated that small enterprises shall be
capifalized at less than 500,000 rupees, and that in case motive power
is employed, the number of employees per enterprise shall be under 50..

This matter was taken up by the committee on small industries of
the Economic Commission for Asia and the Far East (ECAFE), too, and
the following definition of small industries was laid down:

(1) The handicraft industry is the cottage industry or small-scale
industry that manufactures products requiring manual skills in the manu-
facturing process. (2) The small-scale industry comprises those enter-
prises or workshops which does not use motive power and employs less
than 560 regular hands and those enterprises.or workshops which use mo-.
‘tive power and less than 20 employees. (3) The cottage industry consists
of those business units which are managed mainly by family members..

After all, {t seems impossible to lay down common criteria for smaller
industries in various countries because the economic and other ‘conditions:
under which these industries find themselves differ with countries.

4}  Petly Enterprises

Small and medium enterprises are not uniform in scale. According
to the Economic White Paper for 1958 compiled by the Economic Plan-
ning Board, the business units employing less than 80 workers are re-
garded as “petty enterprises” in the manufacturing industry, and “petty
enterprises” using less than four workers are classified as enterprises of’
family management. In most cases, enterprises with more than- four
hands have some employees besides farily members, and they are differ-
ent from petty enterprises with less than four workers in economic foun-
dation. In a strict sense, therefore, it seems appropriate to limit petty
enterprises to business units with less than four hands and even if some
employees should be added. the number of workers should be less than
10. " Prof. J.D. Phillips of the University of Illinois points out the follow-
Ing characteristics of those petty enterprises which are being operated
with less than four hands: (1) In these enterprises, there are few wage
earners or the number of helpers is usually limited to one or.twa. . (2)
The owners of enterprises diractly participate in the process of labor, in-
cluding service to business clients. (3) Specialization of management
and supervision by entrepreneurs js lacking. (4) Capital accumulation
seems impossible, and since the main concern of the entrepreneurs is
over their family livelthoods, their motive for business expansion is apt

‘to be restricted, = - - T o

For the foregoing reasons, it seems necessary to distingnish small
and medium . enterprises under capitalism from petty enterprises de-
pending on family labor, in looking into what is broadly. ealled the small-
scale industry., } o S :
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Then, in cage enferprises with less than 800 employees are defined
as small and medium enterprises in the manufacturing industry, how
many enterprises are there in this category in Japan? And what posi-

tion do they occupy, and what role are they playing, in the J apanese eco-
homy ? -

2. Position and Role of Small and Medium Enterprises

1} Enterprises in Congiderable Numbers

The Prime Minister’s Office’s statistics on places of business (1957)
revealed that there are as many as 3,530,000 or miore establishments
throughout the country (See Table 1). These places of business could
be classified broadly into mining, construction, manufacturing, wholesale
and retail, finance and insurance, real estate, transportation and com-
Inunication, electric power, gas, water supply and service trades..

Table 1: Number of Places of Business by Number of Employees

Total 1-4 5-9 10-19 20-29
Industry (A) pers, ] " "

Al Industries coveievinninnnnn.. 3,535,040 2,739,172 449,383 199,763 60, 650
Mining (.oviviiiiiiiiiinnn.s .. 10,192 4,414 1,887 1,445 591
Construction.........v.vue.. . 178,294 130,995 21,339 12,979 4,753
Manufacturing .. ... oouiuaas.. - 544,604 288,894 123,033 70,337 24,352
Wholesale, retail................ 1,806,326 1,542,452 182,320 ‘58,894 12,274
Finance, insurance ..... DU . 51,167 = 27,885 8,613 6, 859 3,088
Real estate ............. terarns 23,626 21,659 1,250 439 113
Transportation, communications. . 67,717 40,544 10,359 7,060 2,944
Power, gas, water supply ...... 8,339 4, 250 1,362 1,054 492
Service trades [, .. 0o 844,780 ' 678,079 99, 220 40, 168 12,043

Sub-total of y
30-49 50-99 100-199 200-299 tess than300  B/A {25) 300499 500999 Qyeml ,_000
pers. " " E " " scoles {B) pers, ] "
44,733 25,677 9,511 2,800 3,531,206  99.89 1,961 1,158 720
(12 494 299 134 0,876 96. 89 125 -89 02
3,903 3,697 1,069 257 177,992 99, 83 175 102 25
18,216 11,29) 4,713 1,479 542,315 59,57 1,070 706 513
- 6,518 2,720 825 131 1,806,135 909.08 111 47 - 33
2,812 1,340 318 113 ¢ B1,068 99, 80 B 35 ‘14
it ) R 4 23,614 99,97, 5. .3 —
2,605 2,287 1,154 - 391 67, 344 99, 44 - D52 98 . 23
357 339 351 - 102 ©o 8,337 98, 77 .72 23 7
1, 608 4,453 860 189 844, 620 49, 98 101 46 13

~ Bource: Prime Minister's Office’s Bureau of Statistics,

Singling out the manufacturing industry from among these, there
are more than 544,000 establishments-in the industyy, 99.57 per cent of
which, or 542,000 units, are the so-called small and medium enferprises
with less than 300 employees, A substantial chunk of these. small and
medium enterprises are of such scales as to employ less than 10 hands.
They number 412,000 units, or about 76 per cent of the total small and
medium enterprises in the manufacturing industry.
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Another survey conducted by the Smaller Enterprise Agency (as of’
end-Deecember 1957) shows that the number of enterprises in the manu-
Tacturing industry is 405, 000, about 73 per cent of which aré small-scale
enterprises under mdlwdual management These small enterprises may
be roughly regarded as places of husiness with less than 10 employees
each. The same survey reveals that 96 per cent of the 109,000 enterpri-
ses other than those under individual management, when c]aqmﬁed by the
scale of capital, belong to the under ¥10-million bracket.

In the manufacturing industry that is rich in the variety of pmducts,
these small and medium enterprises swarm in the light industry sectors
such as clothing, personal outfittings, wooden' products, furniture, pub-
lishing, printing, rubber products and leather products. In the fields of
chemical, steel, non-ferrous metal, electrical machlnery and transporta-
tion machinery industries, however large enterprises are playing an ac-
tive part, although the number of small enterprises is far larger than
that of giant enterprises. In these heavy and chemical industries, es-
pecially in the fields of machinery, steel and non-ferrous metals, many
small and medium enterprises are subcontracting for larger ones.

2) Special Structure of Employment

Table 2 indicates industry-by-industry numbers of employees in the
light of entlepreneural scales. According to the table, 72.54 per cent of
the labor force in the manufactuung industry comes under the category
of small and medium enterprises . (See Table 2).

Table 2: Number of Employees by Industry Seale

Indust © Tetal 1-4 5-9 10-19 20-29
ndusiry (A) pers. coon " S

All Imluﬂnes

veieeenenae 20,815 5,446 2,875 2,652 1,438

Mining . ..ovviiii i i . 537 9 12 C1s 14
Construction . ,...... et ieeearenara. 1,372 - 227 138 174 112
Manufacturing ....oooiiiiiennnn. 7.448 699 803 044 578
“’]loles'}le retail ,......00...., e 5, 967 3,078 1,146 . 762 288
Finance, insurance ................ GO7 55 57 . 94 73
‘Real estate........coooivvvinnnnn. 62 ©32 7 5 2
Transportation, communications ... 1,020 = 78 G7 T o6 70
Power, gas, water supply 192 -8 9 .. 14 11
Seruce tmdes 3 G156 1,257 . 631 540 285
_ Sub-totai of ’ .
-'.:,Oer:‘? 50”99 IOOH 199 200.'299 less than 300~ B/A 25 300-499. . 500-’999 Over 1,000
A o _sccles (B) ) pers.. .. ! o
1,679 1, flS 1, 294 675 17, 78]. 85.42 738 . 791 ] l, 50.
23 34 41 a2 187 35, 56 - 46 71 - 421
146 - 181 143 61 1,187 "86.52 Gb .69 49
683 764 646 357 5478 - "73.54 404 482 1,083
240 175_! 110 31 5,837 . 97.82 41 33 54
105 87 42 26 544 84, 53 18 24 20
2 s 2 (684) 58 93.73 - 1. - 1 -
98 . 157 157 93 . 320 80.42° - 95 63 - AL
14 24 34 24 141 73. 30 27 15 . 8
363 285 114 45 3.523 97.45 37 0 o3

Source: Prime Muus:er:’ Oﬂkes Bure'm of . Statistics, -




A close look at this table shows that in the manufacturing industry,
employees concentrate on small factories with less than 20 workers and
giant plants with more than 1,000 hands. This type of employment dis-
tribution may be termed as polarma‘clon of employment, characterlzmg
the prewar and postwar structure of employment of Japan. In the Unit-
ed States, Britain and West Germany where capitalism has advanced to
a considerable stage, empioyment centers on large or near-large enter-
prises,

"The basic cause’ of this polanzed employment is the unique develop-
ment of eapitalism in Japan. When Japan was opened to foreign inter-
course, capitalism had made considerable progress in Western countries.
To catch up with these advanced countries, the Japanese Government in
the Meiji Period encouraged the development of industries with parti-
cular emphasis on heavy and chemical industries. In parallel with the
developing heavy and chemieal industries, the traditional light industries
were obliged to grow by themselves feebly as.labor-intensive industries.
Furthermore the domestic market was so narrow and manpower was so
cheaply available in the agricultural community that petty enterprises
mushroomed.  Large enterprises were bént on expanding their industrial
facilities and increasing their employees. Petty enterprises on their
part increased because their business paid if they could hire workers at
low-wages These phenomena resulted in the polarization of employment.

8) Manufactured Goods Sthpecl

. Then, what about the shave of small and medium enterpmses in the
total shipment value of manufactured goods? According to the 1957
statistics, enterprises of less than 300 hands account for 51.72 per cent
of the total shipment value of the manufactulmg industry. The total
number of places of business in this industry is 463,727, a bare 0.4 per

cent of which, or 2,079, are larger enterprises employmg more than 300
" workers. Hence, this small number of large enterprises on the one hand
and more than 460,000 small enterprises on the other are h'ﬂvmg the to-
tal shlpment value (See Table 3). : ‘

.Tnblc 3: Value ol' Shlpment by Entreprcncural Scale

No. of Shipment of

Scale by, No. No. of Employees ’ " Manufactures
. of Employees Workshops - ‘(I,OCF)‘O :ers.) . {*¢1 million) -
. - TOTAL,........... 436, 797 (100 00) . 6,604 {100,000 10,457,650 {100,003
Less than iperb ..... .. 248,712 ( 53.63 562 ( "8.51 - 230,772 g 2.20%
- od— Yopers. i, - 94, 265 { 20,32 605 9.16 411,686 {  3.99)
0—19 o .ol 64,200 ¢ 13,81 864 ¢ 13,089 763,949 ( 7.30)
B0 89 L., vo. 22,390 (- 4,82) . ‘532 ( 8.05) .560,558 (- 5.36)
B0— 49 - L., 16,350 { 3.52) Gl4 9,2 734, BO6 5 7.02)
H— 99 w» .. 10, 214 2. 203 693 ( 10.49 ‘ 996, 012 9, 52>
100—199 . » - ..., ivee 4,136 C 0.89 565 E 8, 55§ 1,017,154 ( 9.72)
200-209 #0000 1,381 E 0,293 . - 335 5,07) 5‘33 490 (" 5.69)
300499 » Liaeeea. ‘875 0,21) 372 5.48 940 475 9,02
- B00—599 n PR G627 0.13} 1433 6.57) .- 1,154,035 (11,03
Over, 0000~ ..oi.0 477 0, 10) 1 024 (. 15.55 2, QEE,Gl‘J ( 28.23

Source: Mlmstr) of Intemalmml Trade Industey (1957
(Any fractional sum’less than ¥1 million was dxscarded)



.In its 1957 survey, the Fair Trade Commission pointed out the fact
that a small number of meonopolistic large enterprises account for the
grreater part of production in most sectors of industry. For instance, there
were 688 companies in the coal industry,-but 10 major firms of these
were responsible for 53.5 per cent of the total ceal output. In the cot-
ton spinning industry, 10 large spinners accounted for 50.b per cent of
the industry’s production. - In the fields of rayon yarn and synthetic
fibers, 10 big manufacturers are turning out almost all products; in the
steel industry, 10 steelmakers account for 95.5 per cent of the total steel
output; in the aluminium industry, three major companies are meeting
almost all demands; in the automobile industry, eight automakers are
monopolizing the production of chassis for ordinary vehicles; and in the
shipbuilding industry, 10 shipbuilders account for 65.8 per cent of the
total production. : . o

These larpe enterprises and smaller enterprises do not stand on the
same footing in their business relations, but the former subordinates the
latter, a relationship which is the very root of many knotly problems in
the small industries. ' o o

4) Role in FEaxport Trade

As described above, smaller industries occupy an indisputable posi-
tion in the Japanese industrial structure, and so do they in the nation’s
export trade, According to the joint study of the Smaller Enterprise
Agency and the Osaka Prefectural Government's Economic Research In-
stitute, small enferprises accounted for 45.8 per cent of the total ex-
ports in 1052, but their ratio rose to 50.2 per cent in the following year,
52.1 per cent in 1954, and 51.5 per cent in 1955 (See Table 4). Their
ratios during the period of 1929 to 1933 averaged 41.7 per cent. It can
be said, therefore, that smaller industries have been playing an impoi-
tnat rele in Japan's export trade throughout prewar and postwar years.

Although the ratios of smailer enterprises in export-trade have not
changed much since prewar days, the export picture is not the same in
substance. In the first place, Japan's export markets have changed
sharply. In prewar days, exports to China, Korea and Formosa used to
account for nearly 40 per cent of ‘the total exports, but today exports to
such neighboring countries have dropped to 10 per cent or 'so. Of the
nation’s exports, Southeast Asian countries have come to account for
30 per cent and North America, 20 per cent. In the second place, export
commodities have altered. The shave of textile products has become
smaller than in prewar days, and instead chemical products, metals and
metal products, especially ‘machinery, have enhanced their positions in

"the export picture. : o o o '

Such is also the case with exporting small and medium enterprises.
In fact, exports of cotton yarns and textiles, rayon fabrics, knitted goods,
matches, bicycles, parts of spinning and weaving machinery, enameled
ironware, vacuum bottles, ete., which were being exported to the Chinese
continent in quantities in prewar days, have decreased visibly, but sew-
ing machines, binoculars and cameras have become important export

8



Tahle 4: Smaller Industrics in Exports, Production
(Unit: ¥1 billion)

T md Shipment Yalue of exporls Valve of exports
Classification valve  Toigl  B/A  §I T C/E TJetal sl /s
e e e M B L= S (O NP (« IR
TOTAL ... ... 8,250.1 5726 $.16 297.4 521 709.2 365.2 515
Foodstuffs mig..... verane 1,117.3 45,7 4.09 37.6 82,1 46, 2 36.8 79.9
Spinning, weaving,...... LA,04L9 2021 19,40 1148 56,8 217.9 0 128.4  59.1
Clothing oo vvven. i v L1 228 45 88 20,56  80.1 39,7 36.5 91,9
Lumbering, waodwork .. 271.5 20,1 7.348 17,2 85.4 27.3 v3.2 850
Furnittre, fixtures..,..... 56, 2 1.2 2,20 1.2 95,6 2.1 2.0 97.6
Paper, imitations ....... . 24701 5.1 2,G8 23 451 7.0 2.6 36,6
Printing, publishing ,..... 21,7 1.1 (.52 0,8 694 1.2 0.9 70,0
Chemicals .......ovnn... 652, 2 43,5 6. 67 0.6 24,5 a0. 8 14.4 28,4
Petraleum, coal ,...,... . 3151 0.4 0,29 0.01 3.9 1.1 0.1 5.4
Rubber products .. ,.. “.e. B5.B 4.2 4,93 1.3 316 6.1 1.8 29,4
Leather, leather goods.... 34.5 0.8 227 0.7 91,3 1,4 1.2 91,7
‘(lass, earth, stone products 222, ] 26,9 12,10 LLO 52,0 34,0 17.9 52.5
Primary metal 784, 5 76. 1 9,74 7.5 9.9 118.6 1.4 10.4
i}e\i\\ products ... 198.7 14,6 7.3 Irl). 8§ 76,1 21.7 18, 23 84,1
Munitions” ........ R 1,7 - . L 2 .3 0.0 2.9
Machinery .1, 11 3O g5y I gy LY ah wp osos
Jlectrical. machinery,
equipment .. ....,... Lo TR 8.6 3,18 51 B58.6 11.¢ 6.2  56.5
Export machines, )
equipment ,........... 368.9 26,6 7.21 4.1 15.6 42,7 6.6 '15.5
Medical, physical, o
chemical apparatuses .. 56.6 7.3 12,91 4,3 59,2 9.8 6.5 66.5
Others vovinenvncennnens 100, 3 26,6 26,54 24,8 93.0 33.2 31.3 843

Note: 317 signifies smaller industries,

commodities.

In postwar years, Japan’s major export destinations of industrial
products are the markets in the United States and Southeast Asia, but
those labor-intengive commaodities which smaller enterprises laboriously
manufacture are being exported mainly to the U,S. markets, while labor-
saving commodities which large enterprises are turning out are being
shipped to Southeast Asian countries.  Table § illusfrates the shipment
values of 36 export commodities to these two different markets, except-
“ing fabrics, metal produets and heavy machinery. These exports to the
United States, Latin America and: Canada include ceramics, plywood,
toys, binoculars, cameras, artificial flowers, sewing machines, carpets,
gloves, cutlery, bamboo blinds, imitation pearls, bands for wrist watches,
tools, spectacle lens, hand-sewing needles and pocketknives. Goods be-
ing actively. exported to Southeast Asian markets are bicycles, metal
household utensils, towels, enameled ironware, fountain pens, vacuum
bottles, robber products, clocks, matches, files, and celluloid manufacture.

Brisk exportation of products of smaller enterprises may be :explain-
ed by the foliowing faetors: =~ =~ - P o
(1) Heavy and chemical industry products being manufactured
- mainly by large énterprises are still not so competitive on the world
markets, . : c o \ . : -
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(2) The domestic market is narrow.
{3) Abundant manpower is available.

Particularly cheap labor has been one of the powerful weapons for
these smaller industries. Intermecine competition among these enterpri-
ges often gives rise to underselling. Respective industry circles are mak-
ing efforts to remedy such evils by encouraging formation of export as-
sociations or cenclusion of export agreements, but moves towards import
restrictions in importing countries always compromise the export pros-
pects of these smaller industries. Then how low are Japanese wages in
smaller industries and how are they correcting the sifuation?

Table 5: Markets for Japanese Exports (1954)

To U.5. h_\q_rke:ls )

L To Asian Markets
Ratio ogt.

Ratio cgl..

tem Total (%) flem Total (%)
Frozen tuna, . .ovevevrvinnes 80 Ammonium sulphate .......... 99 -
Bamboo work ..........0. 86 Phosphatic fertilizers .......... 97
Canned Bma ..ovivaninrnas 84 Rayen yams ...... 05
Rugs..oooviiiniinnnnnss 81 Staple fiber yarns 94
Binoculars ......00000 . 7l Cement..,.. e teieereiaeas R ¢ ]
Plawoed oot Gd . Fabres seviiinrrnnnn,.s Ceerenas - 86
Raw silk oo iviiiraniiias 54 Cotton yarus ...... RPN . 1
Cultured pearls ......... PR ] Calvanized iron sheets ...... .. 85
TOVS cvvuennnnns Ceeiaaaeeas 51 Spinning machines ,........... 8l
Ceraimits .vuivirnanean ceeen AT Internal combustion engines .... 77
Liveroil . iovuiineninens A2 Paper, paper boards .......... 76
Heads of sewing machines.. 33 Igoz]aches. reight . wagons 3
ANAUS eoenvusirrensnnens

Cotton {abrics -
Rayon fabrics..........

5) Wage Differential between Big ond Small Firms

According to the Labor Ministry’s monthly survey, if the wage in-
dex for enterprises of more than 500 employees should be taken as the
base in the manufacturing industry, the index for. enterprises with 100
to 499 workers dropped to 69.78 in 1958 from 79.5.in 1951. - In the case
~ of enterprises with 30 to 99 hands, the index dipped to 54.7 from 61.7..

-The situation was even worse in enterprises with five to 29 employees, -

and their wage index was 43.8 in 1958,

Even in 1959 when the wage differential between small and large
enterprises was said to be narrowed down most appreciably, the wage
index for enterprises of 100 to 499 workers was 69.6; enterprises with
30 to 99 workers, 56.1; and those with five to 29 employees, 44.3 (See
Table 6). It is often said that Japan’s labor wages are equivalent to
about one-eighth of America’s, one-third of Britain’s, and half of West
Germany’s or France’s. It is to be noted, however, that the wage dif-
ferential among Japanese enterprises themselves is unfairly wide. Na-
turally a mere international comparison does not faithfully represent ac-
tual wage conditions in respective countries, since different methods are
employed for different countries and the coverage of the investigation is
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not always uniform. In view of the fact that petty enterprises employ
many resident factory hands, a mere comparison of wages between small
and large companies is misleading, Nevertheless these comparisons will
display. the general trend of wages in Japan, o o

Such a wide disparity between large and small enterprises is seen not
only in monthly wages but also in semi-annual bonuses. The enterprises
employing more than 500 workers paid bonuses in 1958 equivalent to
24.6 per cent of wages, but the smaller the scale of enterprises, the small-
er the bonuses. In the same year, petty enterprises employving less than
four hands could give a bare six per cent of the regular pay as the bonus.
In large companies, there is the periodical wage hike system, but smaller
enterprises cannot afford to raise wages regularly,

Table 6: Wage Disparity by Scale of Enterprises in Manufaeturing Industry

(linterprises with over 500 workers=100)

CELOSO;ZZSE"' . 30-99 pers, 5-29 pers.
.................. ) 77.6 59.9 : . —
.................. 74.3 58.8 —
.................. it 56.1 - —
.................. 70.8 56.0 -
...... GO, 7 54.7 43,6
.................. G9. G 56. 1 44.3

6) Long Woﬂci?i-g Hours

_ Along with low ‘wages, long working hours are another unwelcome
characteristic of small industries in Japan. To make matters worse, the
difference in working hours between small and large enterprises is ever
widening. Taking the working hours in enterprises employing over 500
praons as the base, the index of working hours for those hirving 100 to
499 workers was 102,5 in 19561 and rose to 105.48 in 1958. The index
for workshops using 30 to 99 hands also rose to 109.5 by 1958 from 102.7
in 1951; Even in 1959 when the wage disparity between enterprises of
different scales improved notably, the working hours in small enterprises
were as long as ever,  With enterprises with over 500 workers as the
base, the index of working hours stood at 104.8 for. companies using 100
to 499 persons in 1959, and 109.1 for those employing 30 to 99 workers.

The smaller the scale of an enterprise, the longer its working hours.
The situation is particularly unwholesome in petty enterprises, and the
- Labor Standard Law which stipulates eight working hours a day is not
actually observed at all, When business is booming, such ultra-small
enterprises ave apt to force their employees to work longer to earn more:
when business is sluggish, they prolong the working hours to cover price
declines. In other words, regardless of business ups or downs, the work-
ing hours are always long in these small enterprises.  Since such work-
shops usually lack adequate sanitation or safety devices, many accidents
befall employees.- . . s . o o
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#) " Problems of Latent Unumployment

The low wages and long working hours upon which small industries
are dependent are ascribed to the fact that these enterprises cannot af-
ford to purchase more efficient machines and equipment to attain higher
productivity, becanse of their weak financial power. The organizational
weakness of labor unions in small industries may also be responsible for
them. However, the strong pressure of latent unemployment in the
farming communities which make these low wages and long working
Tours possible cannot be overlocked. o : . -

Among those who are engaged in agriculture and small industries,
there are many potentially jobless people. They are working in these
industries because they cannot find other jobs. The reasons for the high
rate of latent unemployment are the over-population of Japan itseif and
also that mining and manufacturing industries have not been developed
to such an extent as to absorb much of unemployment. '

Agriculture still counts on family-workers ,and employment measures
for second and third sons still remain big social problems. In the aver-
age farm household, which is making a meager living by cultivating a
strip of land, second and third sons are a surplus population for the
household from birth. When they reach a working age, they are com-
pelled to flow into big towns to seek employment; once a business slump
takes place, they lose their johs, return to their native places and stay
with their brothers, helping farm working. They are coming back to
their native places not to work as farmers but to eome upon the hands
of their brothers. They are called the potentially jobless, and the exis-
tence of a good number of such potentially jobless people is prone to ag-

gravate the wage level in smaller industries,

- In addition, the fact that large enterprises would employ exclugively
the new graduates of junior high school, has made labor market very
‘clos.ed. Since the progress of industrial modernization and rationali-
zatxor} resuits in reducing the employment-absorbing power of large en-
terprises, an inereasing number of job seekers ave forced to go to small
industries. Large enterprises hardly hire employees of $mall industries;
they employ mainly those fresh from junior high schools, adopting the
system under which wages increase- according to the length of service.
Thue:. large enterprises make their employees stay on, thereby blocking
the inflow of laborers from small enterprises. The freezing of labor
movnients also leads to a wage disparity between small and large enter-
prises. ' ' e ' '

i In Zlecent years, however, the wagzes of young employvees in small
industries have been improved to a considerable degree. : This phenome-
non began to show itself at the time of the Jimmu-keiki boom of 1956-57.
It was partly as a result of increasing demand for such young workers
and partly as a result of the need to. obtain promising workers for in-
- dustrial ‘modernization by raising wage standards. All this had close
'bealrl?gs on enactment of the Minimum Wage Law iwhich will be dwelt
~on later. : : '
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3. Development of Small Indusiries

The previous chapters have explained that small enterprises are
playing a vital reole in the phases of industrial produection, export trade
and employment in Japan. Then why have these small enterprises mush-
roomed in- Japan? ' ' : o . '

This chapter purports to shed light on the historical background
against which small industries have grown. Of course it was from the
monopolistie stage of capitalism on which problems on small industries
began to crop up in the present form. In order to realize the unigue
features of Japanese small industries, hoewever, there seems to be the
need to date back to the Meiji Restoration of 1868. ‘

1. Formatz'o_ﬁ of Jopanese Capitalism and Small Enterprises

Japan's- capitalism began to ferment about 100 vears ago. Unlike
in Britain and other West European countries, however, it was not based
on the spontaneous growth of the popularity of civie sitrength. At that
time Japan had no proper ground for capitalism as yet. The Meiji gov-
ernment which was bent on catching up with advanced capitalist coun-
tries quickly nursed it by inviting foreign technicians as well as import-
ing machines and equipment to develop steel and other heavy industries
under heavy state protection. Thus the so-called zaibatsu concerns had.
fortified their business foundations. S

On the contrary, however, light industries except for spinning hard-
ly enjoyed government assistance. They were those native industries
which had existed since the Tokugawa Period—such as cotton yarn, raw
silk, fabries, ceramies, lacquer ware, Japanese paper, sugar, steel and
copper industries. Abandoned by the Meiji government, these industries
had no alternative but to be operated with the small capital which was
saved up by landlords or rich farmers. In 1884 Mr, Masana Maeds in
a statement of views on industrial development criticized the manner in
which the government was fostering the national industry and said that
it was just like putting the cart before the horse to be intent on import-
ing a modern. machinery industry from foregin countries, while ignor-
ing the development of native industries which were the very pride of
Japan, '

Among these native industries, those which were not benefitted by the
introduction of foreign technology and equipment strived for industrial
modernization by themselves, while- some others which were transplant-
ed from foreign countries settled down in Japan as small industries. The
former ineluded cast metal, ceramics, lacquer ware, fancy matting and
straw plait; the latter embraced knit goods, towels, watches, bicyeles,
matches, brushes, soap, shell-butfons, ambrellas and toys. . All these were
no befter than cottage industries, and today they have become the
nucleus of Japanese small industries. That is. why small industries are
engaged mainly in production.of consumer goods and their management
is outdated today. It can be said, therefore, that the unbalanced foster- .
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ing of a capitalist economy during the Meiji: Restoration period 13 ‘still
having lingering influence.

Japan's capitalism founded ltcelf on the mductmn of modeln in-
dustries from foreign countries, but it was around 1887 fo. 1897 that it
began to establish its niche. Around 1887, the cotton spinning industry
established the mechanized production system, and on the strength of
economic advancement resulting from the Sino-Japanese War in 1894,
Japan’s industrial capltal was built up by about 1897, centelmg alound
light industries. .

The development of the spinning induetlv was most outstandmg in
light industries. By 1395, cotton yarn exports were movre than the
amount of its imports after the Sino-Japanese War, and the increased
production of fine counts of yarn enabled Japan to drive British prod-
ucts out of ity markets. In the silk-reel industry which was the No, 1
export industry acecounting for more than 30 per cent of the total exports,
ihe production by silk-reeling machines exceeded that by hand by 1894,
the production scale became the largest in the world by 1909, and near ly
70 per cent of the production was done by machine towards the close of
the Meiji Era, However, about 80 per cent of the enterprises were small,
and silk-reeling by hand remained as farmers’ side line.

Along with the remarkable development of the spinning 1ndust1y,
the produetion of fabries also rose sharply. The production of cotton
fabries 'was started around 1890 by spinners. The number of weaving
machineg in operation averaged 420 units per factory at the time of the
Sino-Japanese War, but reose to 5,000 units by the time of the Russo-
Japanese War.(1904) and further to 25,000 units at the time of World
War 1. The production of silk fabries also showed rapid development
by the use of imported machines specifically in and after World War L
During this period, mechamzatmn ot the textile pmductlon made nota.ble_
- progress. . :

In the field of heavy 1ndustr1es, too, visible deveIOpment was w1t-
nessed in steel and machinery industri ies, but it was far too smaller than
‘that in light industries, especially spinning. "It was after World War I
that heavy industries attained remarkable development and caught up
with light industries in growth tempo. . '

Thus Japan’s capitalism was estabhshed but feudahstlc 1el'1t10ns in
_ production were retained.  In agriculture, for ingtance, ‘farmers were
forced. to submit to extremely low standal ds of living which indirectly
pulled down the wage standards of urban workers -and offered uniquely
cheap labor. Such lowness of living standards inevitably narrowed down
the domestic market, compelling Japan to seek markets abroad. As a
whole the weight of Eastern countries was heavier in. Japan’s export
markets than that of Western countries. Shipped to the Western markets
were chiefly the products of native industries such ag raw silk, habutae
#ilk, brass, straw plaits, fish oil and china and poveelain. '].‘hese exports
were shipped in return for the importation of machines, steel, metal prod-
uets, chemiceals, ete.’ flom Western countnes To Eastem cotintries, cot-
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ton yarn, cotton fabries, knitted goods, matches, marine products and
watches were exported to earn the means to purchase raw cotton, food-
stuffs, erude -sugar, petroleum, jute, mineral ores, and what not from
these counfries. Japanese native industries were therefore playing an
important role as export industries in seeuring raw materials and prod-
- ucts for heavy and chemical industries. '

2. Eme't'gence of Problems in Small Industries

Japan’s capitalism which had formed the foundation of industrial
capital principally for light industries developed into the stage of mono-.
poly through encouraging the concentration of capital since a little before
the Russo-Japanese War, After World War I, monopolistic trends be-
came pronounced, and financial capital ‘began to be formed. Heavy and
chemical industries thus took long strides during this period. In the steel
industry, the state-run Yawata Iron Works which started operation in
1901 expanded its facilities, and several other iron works were establish-
ed by the government. These iron works have grown up today to become
the nucleus of the nation’s intergrated steel industry. Marked develop-
ment was also seen in machinery, munitions, shipbuilding, rolling stock
and their parts industries, The production of automobiles and aireraft
was also started. Many of the industrial machines were manufactured
domestically, and spinning machines came to be exported. But the ma-

- chine tool industry was unable to meet the domestic demand, althongh its
production rose 18 times during World War L

The cotton yarn and spinning industries also showed trends towards
capital concentration, and these. tendencies became prominent notably
after the Russo-Japanese War. = Stimulated by World War I, these in-
dustries made great strides both quantitatively and qualitatively. The
suspension of the importation of quality products from Great Britain also
encouraged the Japanese industries to shift their production emphasis to
finer counts of yarns, ' e e : :

“In the process of progress to a monopolistic stage, native industries
gradually fortified their positions as small industries and developed their
‘manufacturing or factory foundations by introducing motive power and
mechanical power.. World War I, of course, gave an impetus to this
tendency. . . : C : : .

It was to be admitted, however, that those small and petty enter-
prises which had counted much on manual work in production expanded
their production scales by the use of machines, but their finaneial feeble-
ness placed them under the thumb of wholesale dealers.: In terms of
production techniques, industrialization made progress, but socio-eco-
nomically, industries were under the wholesale system. .

- Some of the small enterprises expanded themselves to small-scaled
industries through mechanization, but by. that time monopolistic large
- enterprizes made new and startling development. The gap hetween small
and gigantic enterprises had become too distinet to fll.- And between
them developed the relationship of master and servant. Monopolistic

15



large enterprises were dominating the production and import of raw ma-
terials, sales channels of products, and financial resources, thereby sub-
jugating smaller industries. Their power over smaller enterprises grew
bigger through business recessions after World War 1. The resnlt was
that there were seen trends towards monopolization of capital and pro-
duction by large enterprises on the one hand and impoverishment of small
enterprises under the crushing pressure of ]arge enterprises on the other.
During this period of time, business failures in handicraft and cottage
industries and small and medium scale busmesses were taken up as
social problems,

At the st'lge of capitalistic monopoly, numerous entel prises of small
and medium sizes were dominated by a handful of gigantic enterprises,
and their smooth growth was arrested, Their close relations with the
farming community gave rise to various feudalistic problems in these
smaller enterprises. Publie concern over the problems of small and
medium industries began to be aroused after the 1920 pamc that follow-
ed World War 1, pa1t1cula1]y after the 1922 financial erisis caused by
the disastrous ealthquake in the Kanto area, and it was after the 1927
financial pineh that the industries’ inherent problems came to be tackled
squarely, '

3. War Structure and. Occupational Problems

The Manchurian Incident broke out in 1933. In 1937, the Sino-Japa-
nese War and in 1941 World War II burst forth, The Japanese economy
was switched to war strucfure, and during wartime, diminishing eivilian
demands and the drafting. of workers brought about occupatmna] change
and unemployment problems in small mdustues first,

The outhreak of the Sino- Japanese War animated the natlons eco-
nomie activities in the initial stage, but by the time when the Natjonal.
General Mobilization Law was. enacted in 1938, war structure was es-
tablished. Under the increasing scalclty of mateuals, amall mdus_tnes
were regarded as considerable obstacles in the way of munitions produc-
tion. With a view to consolidation and integration of small enterprises,
- therefore, the government pushed ahead their mergers by amendmg the
Industrial Association Law. By the beginning of 1942, consolidation
measures were taken one after another for machinery, stee! knit goods,
agrieultural implement, automobile parts, bicyc]e, small shpruxldmg‘, irom .
mllmg, cast “metal, light metal processing, enameled ironware, glass,
ceramics, rubber, leather, celluloid processing, glue~manufacturmg, soap,
confectlonaly, buquette and several other industries,

As the war situation progressed, thé government announced enter-
prise reorganization measures for the purpose of strengthening the na-
tion's war potential in 1943. These meastures were designed to mobilize
industrial potentialities to manufacture -aircraft... Textile and daily.
necessities industries were converted to this end. These converted fac-
tories cooperated with ordering factories, and the relationship of parent
factories and subcontractors was strengthened. In 1943, the Commerce
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and Industry Association Law was instituted to replace the Industrial
Association Law; it aimed at systematizing the machine tool industry.

Japan’s machinery industry, especially the machine tool industry,.
was one of the most backward segments of industry, and its weakness wazg.
betrayed under war structure. The production of machine tools was
possible, but large-sized machine tools to manufacture these implements.
were used only by military arsenals or a few gigantic enterprises. To
strengthen and expand the foundation of machinery industries, many
light industry plants were converted to subcontract for machinery manu--
Tacturers. But the desired purpose was not fulfilled.

Another characteristic of the reorganization and consolidation of'
small and medium enterprises during wartime was the driving out of
wholesale dealers by industrial asseciations, This was done forcibly
under the powerful pressure of a wartime economy, and wholesale deal-
ers are still unable to revive their proper functions today.

4. Postwar Small Industry P»roblem.s

~In August 1945, World War II ended with the surrender of Japan.,
The wars that had lasted for more than eight years since 1937 exhaust-
ed and destroyed the Japanese economy to a considerable degree. The
first to wriggle out of the war ruins and resume production, however,
were small industries. They concentrated on the production of daily
hecessities and sundry goods, while monopolistic large enterprises were
hesitating to start production. : ' :

In the chaotic period immediately after the war defeat, a full-fledg-.
ed resumption of industrial production was hopeless, and the production
of consumer goods was done mainly by small enterprises. - To make mat-.
ters worse, the Japanese economy as a whole began to slow down its pro-
duction tempo after September 1948 and assumed the aspect of a eon-
traction of production. . The direct cause of these phenomena was the
© lack of raw materials, electricity and coal, and inflationary trends as
well as the rampancy of blackmarketeers also delayed the resumption of
industrial production. - : : ' '

To cope with this situation, the government introduced the Enter-
prise Reconstruction and Reorganization Law in October 1946 to open
the way for the fostering of larger enterprises. In reviving industrial
activities, the priority production system was adopted to fumnel state
funds principally into coal and steel industries, raw materials as well
as capital were provided with first priority to large enterprises, and the
accumutlation of capital was precipitated by inflationary policies. In this
process of industrial rehabilitation, income taxes were levied on those
small and ultra-small enterprises on which income tax was not imposed
in prewar days. In other words, small industries were groaning under
discriminatory heavy tax, while their importance in the Japanese eco-
nomy was realized. ' o o -

'Notwithstanding these efforts, however, the nation’s'_ mining and
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manutacturing production barely recovered to 54.6 per cent of its pre-
war level by 1948.  The production increase was buttressed by such un-
stable props as deficit finance and U.S, economic ass:stance, and the in-
cessant inflation resulted in the curvency instability.

‘Tt was at this juncture that the U.8.’ policies towards Jap'm wer
revised drastically. In December 1948, the U.S. Administration issued a
nine-point directive on the stabilization of 'the Japanese economy, and
the deflationary “Dodge-Line” policy had been carried out between April
1949 and June 1950, shortly before the outhreak of the Korean Incident.

Under the Dodge-Line policy, the state budget was rigidly balanced,
deficit finance was ended, a huge sum of subsidies for resumption of in-
dustrial production and deficit-covering financing were stopped. The
tight-money policy dealt a severe blow to industry circles, but it was small
enterprises which bore the brunt of it. The economy ran into depres-
sion, large capitalists lorded it over smaller enterprises, and those small
businesses which were manufacturing substitute articles right after the
war's end went out of business one after another. Striet collection of
tax, arrears of subcontract money, setback in demand, and money-lend-
ing difficulties drove smaller industries inte a corner by March 1950.

In June 1950, the Korean Incident took place. It put an end to the
business stagnation and generated an economic boom, though its peried
was not so long. Benefitted by the short-lived bonanza, small industries
buzzed, and after the armistice in Korea, both production and exports
r~laekened again,

In 1953, production and commodity prices went up, but the bulging
imports and inventories aggravated the international balance of pay-
ments. - From the antumn of 1953, the government earried out tight-
-fimancing policies, under which smaller enterprises increasingly felt the
pinch of hard times. As the centralization of economic strength pro-
gressed, small and medium _enterprises were. harassed by internecine
competifion among themselves, and the need of measures for stab1!1zat10n
of their businesses came to be felt acutely. =

In 1955, the Japanese economy was hvely, supported by ecommlc.
buoyancy abroad. The following year saw the economy continue to ex-
pand, and it was called the best of the postwayr years.  In 1957, however,

the Bank of Japan raised the of’ﬁcml dlscount rate to apply the brake on
economic activities.

‘In all these Vears, small mdustnes also shated the economlc p} 0-
Qpeui'y and their business conditions improved. considerably. 'The in-
creasing number of dishonored small bills reflected the fact that pelty
enterprises were still in straitened circumstances. Generally, the dis-
pavity hetween large and small-medium enterprises widened, and petty
enterprises in partieular were lagging, Perplexing . plobiemcs in petty
enterprises came to a head, and labor and social security problems.in
small and medium enterprises came to be taken up. Leaders of small

and medium enterpriges, on their palt began to show keen mtelest in
improvement of management
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Now the measures that the government has taken in pastwar years
tor small and medium enterprises will be introduced. °

4, Countermeasures for Smaller Indusiries

As outlined so far, smaller industries oceupy. an important position
in Japan’s national economic activities to play a significant with major
enterprises in point of productivity as well as the wages they can afford
‘to pay, to constitute what is known as the dual structure of the national
-geonomy, ' : .

It is due in part to the way Japan's national economy and industrial
-enterprises have developed since the beginning of the Meiji Bra (1868-
1912) that such dual economic structure has come into existence. It is,
howevey, also due to various kinds of inconsistency that are innate in
the management of these smaller industries. - To leave smaller industries
-as they stand today would he tantamount to leaving obstacles in the way
of stabilized future growth of Japan’s industrial structure which is bound
to be supporied at a higher plane.

1t is in the face of sueh a situation that the Japanese Government,
in 1948, organized the Smaller Enterprise Agency to deal exclusively
with problems pertaining to smail and medium sized industries.

This agency has exercised much effort foward the organization of
smaller enterprises, constitutional improvement, better financing, and
modernization of their business management. At the same time, efforts
were also made to seek an amicable solution to problems in the related
industries in order to improve the “economic surroundings” of smaller
-enterprises. : : : '

A peculiar situation in Japan is that such efforts sometimes deal
specially with problems affecting the smaller industrial enterprises, hut
-generally speaking, smaller commercial enterprises ave also - included
‘when they speak of countermeasures to cope with the smaller enterprises.

* In the present article, however, such countermeasures having speci-
al significance to the smaller industrial enterprises are to be taken up as
main subject for study. ‘

1. Organization of Smaller Enlerprises

The gystem of promoting industrial unions, which comes first in the
hetter organization of smaller -enterprises, dates back to the early days
-of the Meiji Era or to the closing périod of the last century. Never-
theless, it has made a new start after World War II, along with the
‘fundamental change of paolitical and eeconomic structures, a

The organization of smaller enterprises is pushed by two legislative
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measures. One is the “Smaller Industries, ete. Coopel-ative Association
Law” and the other is the “Law Concerning the Orgamzatl(_)n of Smaller
Industries. The former deals with the cooperatives while the latter
coneerns the Commerce and Industry Cooperative system.

The cooperative system aims at the promotion of strong union among
smaller industrial enterprisers, in order to enlarge the unit of their in-
dustrial activities through mutual cooperation to the extent that individu-
al enterprisers cannot attain on their own; it is designed that these
enterprisers will become able to carry out business 1‘es:d_]ustment on a
larger scale, or acquire better ternms in business transaptxons on an equal
footing with major enterprises, on the strength of their combination.

On the other hand, the commerce and industry cooperatives aim at
the elimination of excessive competition among the fellow entrepreneuers
through their joint efforts. It will be recalled that there are cases in
Japan in which a large number of small enterprisers, whose individual
finaneial position is none too strong, is engaged in a same line of busi-
ness. Then they inevitably begin competing with each other at the sacri-
fice of their common interests. With such competition eliminated, they
will be able to run business under better, stabilized conditions.

The organization of smaller enterprises with such aims and inten-
tions is designed to pave the way toward modernization of smaller busi-
ness. It should therefore be the starting point of any countermeasure

to deal with problems affecting the smaller enterprises.

2. Organization by Means of Small Industries Cooperative Syste:ﬁ

The Smaller Industries, ete. Cooperative Association Law was en-
acted in 1949, and it has been revised by a series of 11 amendments.

As of the end of May, 1960 there were 25,122 Common Facilities Co-
operatives, 10, Minor Common Facilities Cooperatives, 33 Fire Mutual
- Ald Cooperatives, 462 Credit Cooperatives (including one Federation of
Cooperatives), 279 Federations of Cooperatives, and 10,513 Joint Enter-
prise Cooperatives or a total of 36,420 cooperatives, organized according
to the Smaller Industries, ete. Cooperative Associations Law.

- The Commnon Facilities Cooperatives are made up of smaller entre-
preneurs. As a rule, they are industrial undertakings employing less
than 300 persons inclusive, and commercial or service undertakings em- -
ploying less than 30 persons inclusive. These cooperatives are to carry
out such undertakings as production, procegsing, marketing, stocking,
. transportation, safety maintenance, acquirement of operation funds, edu-
cation, intelligence service and other joint undertakings that any mem-
ber entrepreneurs cannot carry out individually: and such undertakings
-are carried out with cooperative’s joint investments. It is designed
that member entreprenenrs will become able to run their business on a
larger scale, to carry out business readj ustments, and to acquire business
“lerms equal to those of major enterprises by taking cooperative actions.
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The Federation of Common Facilities Cooperatives undertakes enter-
prises which individual ecooperatives are unable to carry outf on their own,

thereby contributing to improvement of the business of its member co-
operatives, : : :

‘These two types of organizations constitute the nucleus of the Gov-
ernment efforts to organize smaller enterprises, since they are the most
representative form of unions promoted by virtue of the Smaller In-
dustries, etc. Cooperative Association Law. '

. Next, there are the Minor Common Facilities Cooperatives, which
are made up of still smaller entrepreneurs who depend mainly upon their
own manual work. As a rule, the number of their employees is not more
than five persons in the case of industrial undertakings, and also the
number is not more than two persons in the case of commercial and serv-
ice undertakings. These “minor” cooperatives also carry out joint enter-
prises just in case of regular cooperatives by means of members’ joint
investments, ' o :

The third is the Fire Mutual Aid Cooperatives which airos at under-
taking mutual aid enterprises to help members in the spirit of comrade-
ship, especially on occasions of fire damage to their property, thereby
helping promote the welfare of fellow entrepreneurs.

There are two types of Fire Mutual Aid Cooperatives. One is open
to all the local smaller entrepreneurs Tor its membership with a prefec-
ture as a unit (one unit for Hokkaido, Tokyo Metropolis and Kyoto and
Osaka Prefectures with the exception of these engaged in agricultural,
forestry and mavitime (fishing) industries. The other is a cooperative
union for one kind of enterprise with Japan as a whole as a unit for its
membership. Incidentally, most of prefectural governments have & speci-

al -budget to compensate their local Pire Mutnal Aid Cooperatives for
their disbursements. - .

‘The fourth is the Credit Cooperatives which are organized by joint
investments by more than 300 members who are either smaller entre-
preneurs-or working men. With the capital thus raised, the cooperative
will advance loans to its members, discount their bills, accept deposits
or savings of its members, and carry out various other enterprises that
a financing organ would undertake, in an effort to augment the economic
position of its members. . : ' '

The fifth is the Joint Enterprise Cooperatives which constitute a
unique form of cooperative organization. For one thing, the members
pool their capital as well as manual labor with the union; they give up
their independence as individual entrepreneurs; the union itself consti-
tutes one hody to carry out its enterprises. As a result, each member of
i _Joint Enterprise Cooperative not only participate in the management
of the union’s enterprises but also takes part in the operation thereof,
thus to receive remuneration as if he were a salaried man in the employ
of the cooperative, - : o ' ' . :
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3. Organization by Means of Commerce and _Industrjr Cooperatives

The Commerce and Industry Cooperative as a system aims at elimi-
nation of excessive competition among smaller industrial enterprises to
facilitate the stabilibation of their business. They are organized under
the Law Concerning the Organization of the Smaller_E_nt_erprises, which
was put into practice in April 1958, ' : )

Already in 1953, however, the Smaller Enterprises Stabilization
Law was enacted to promote “readjustment unions” in order to eliminate
excessive competition among smaller enterprises, thereby to stabilize
their business. These unions accomplished much in improving business.

It so happens, however, that the 1953 law recognized the organiza-
tion of such readjustment organs only among the smaller industrial enter-
prises; it did not recognize the promotion of a joint economic enterprise.
If a number of entrepreneurs were to promote a joint economic enter-
prise, therefore, they had to have a new legislative measure to legalize
such activities. The readjustment union system, consequently, was sub-
jected to re-examination, it eventually leading to the establishment of
new commerce and industry Cooperatives by virtue of the Law Concern-
ing the Organization of the Smaller Industries of 1958. - -

A Commerce and Industry Cooperative may be organized by any
specific line of business provided that there prevails such a situation as
to necessitate the formation of such a body e.g., an excessive competi-
tion among the fellow entrepreneurs which hampers a smooth progress
of business transactions, threatening the stability of niany entrepreneurs”
husinesses, :

It is conditional, however, for the promotion of such a commereial
and industrial cooperative, that more than one-half of the total number
of the fellow entrepreneurs become affiliated with the cooperative, and
that more than two-thirds of the membership is cogiprised of smailer
enterprises. o ' :

-Such restrictions have been introduced into the establishment of the
commerce and industry cooperatives because the enterprises that such a
cooperative will carry out inevitably produce a significant effect upon not
only the welfare of other fellow entrepreneurs but also upon the general
public as well as those engaged in related enterprises. :

The primary objective of a commerce and industry cooperative is to
carry out business readjustments; such as quantitative restrictions on
production, restrictions pertaining to the methods of marketing, restric-
tions on selling prices, restrictions on the productive equipment and
other measures designed to eliminate excessive competition. Lo

In addition, these cooperatives may carry out joint enterprises simi-
lar to those undertaken by Commen Facility Cooperatives.

Up to the end of June 1960, a total of 569 commerce dnd industry
cooperatives were organized, this number including 23 federations of
these cooperatives, L -
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4. Measures for Encouragement of Formation of Cooperatives

“There is no room for argument as regards the necessity of mgamz—
ing smaller enterprises. Nevertheless, there are a numbeyr of unorganiz-
ed smaller enterprises for various reasons. Outstanding among such rea-
sons is the absence of the spirit of coopemtlon among the entrepreneurs
concerned, due largely to differences in their subjective inter pretation of
the genelal business outlook. It then becomes necessary to do some en-
lightenment campaign in order to create the atmosphere of cooperation

among the entrepreneurs concerned, so ihat they may be 01gamzed into
cooperatives.

Among the Government measures put into pmctlce for the purpose
of facﬂ:tatmg the organization of smalle1 enterprises are:

a) Guidanee of Cooperatives: The establishment and populariza-
tion of cooperatives show a satisfactory progress on the whole. How-
ever, there are some cooperatives which are not properly functioning to
Ieahze their primary. obJectlves The Smaller Enterprise Agency, con-
sequently, has distributed various printed matters to giiide the manage-
ment of various types of cooperatives, And, with the cooperation of -
such government offices as the International Tr ade and Industry Bureaus
and prefectural government offices (which are in a position to super vise
the activities of cooperatives), the Agency has approached various co-
operatives to give them guidance. At the same time, what is known as
the consultation system was inangurated to make an analysis of their
enterprises to point out whatever defects in management, as well as to
advise measures of improvement, thereby contributing to the quahtatwe
betterment of cooperative activities.

Among other guidance activities is the holdmg of lecture meetings
hy cooperative officials and staff members for their adult educatlon with
the cooperation of local prefectural governments.

b) Advance of Loans to Cooper atives, etc. for E‘sta,bhshment of
Joint Facilities:  Cooperatives find it necessary to own joint facilities to
carry out such enterprises as production, processing, inspection of pro-
ducts, safe maintenance; transportation and so forth. The operation of

. these: joint facilities constitutes the nucleus of cooperative activities.

The Government earmarks - appropuqtmns to give SubSldlES to the
establishment of such joint facilities and cover part of such disburse-
ments on the part of the cooperatives. The history of this subsidy sys-
tem is rather old. In 1956, however, some amendments were incorporat-
ed into the system to d1aft a new law.called the Smaller Entelpuses
Promotion Capital Subsidy Law. As the result, this system has since
been operated in compliance with this law.

According to the foregoing subsidy law, p1efectmal govexnments
have come to appropriate special budget‘; to advance loans to. the co-
operatives.of smaller enterprises-to finance their establishment of joint
facilities; and also later, to facilitate the modernization of their facili-
ties. As the prefectural governments transfer part of their budgets
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from ordinary accounts to special accounts, the central government will
rant subsidies to the prefectural governments concerned up to the limit
-of an identical amount thus transferred. Then the prefectural gévern-
ment will use both its own special account funds and the subsidies ob-
tained from the central government for financing of loans to smalle1
enterprises as well as their coopemtwes

. Such loans of the prefectural gover nments to smaller enterprises and
their organizations are carried out mainly under the following condi-
tions: (1) the loans are advanced up to one half of the total amount of
capital required for the establishment of the pr ogected facilities; (2) no
interest is payable on these loans; the repayment is carried out either by
the annual installment basis or the semi-annual installment. basis, begin-
ning in the second year to complete the payment within four yeals there-
after, at an even rate.

¢) Reinforcement of Financial Position: In view of the fact that
the financial position of ccoperatives of smaller enterprises is not strong
Lecause of their insufficient capital accumulation, there are many instan-
ces in which they find it desirable to obtain loans, in executing their
Jjoint undertakings velated to produclion, processing, stocking and
marketing; there are also instances wherein thesé organs of smaller en-
terprises must obtain joint loans on behalf of their members, or when
they want to advance loans to their menibers on their own account. This
is very important for them in view of the faet that smaller entrepreneurs
are almost always short of funds.

It is for the purpose of taking care of such needs systematmallv
that the Central Bank of Commereial and Industrial Cooperatives has
been promoted, with joint investments by the Government and the afhi-
liated cooperatives, to. advance both long-term and short- telm loans to
‘the cooperatives.

In addition, there are the Smaller Dntelprxses Credxt Guamntee
Corporation and the Smaller Enterprises Finance Bank which give pri-
ority to the requirements of smaller enterprlse cooperatives.

d) Tax Ewm’ptzon or Reduction for Cooperatives: The Govem-
ment takes various special tax measures to. foste1 the growth-of the co- -
operatives of smaller enterprises.

5. Guidance and Assistance to Central Councx! for' Sma]l Busmess Co-
operalives

There are the Central Councll for Small Business Coopemtlve func-
tioning as an organ for giving guidance and assistance to the coopera-
tives. In Tokyo, there is the Central Couneil of all- J'apan Small Busi-
ness -Cooperatives while in each prefecture there is the Prefectural
- Central Couneil for Local Small Eusmeu; Cooperatwe

"~ These central councils render gmdance to varmus cooperatwes, glve
information and conduct su1veys
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Meanwhile the central government gives guidance to these central
councils in order that they will function properly to give full display to
their primary purposes. Furthermore the central government grants
subsidies to these central councils to finance their activities such as the
dispatching of central instruetors to various cooperatives, the activities
of cooperative leaders, and the holding of lecture meetings.

I

Structural Improvement of Smaller Enterprises

In regard to the present activities of smaller industries, it is gen-
erally said thal there are some defects in their business management
and also that their production techniques are inferior to those of lar ger
enferprises. It is a fact, however, that even smaller enterprises must al-
ways endeavor to improve their business management and prodifction
techniques, in order to survive severe competition that is always the order
of the economic world at any time and at any place.

Meanwhile the Government must take steps to improve the back-
ward management of smaller industries in an effort to expedite the
growth of the national economy as a whole. It must eneourage the strue-
tural improvement of smaller industries by helping industrial moderni-
zation. There are three channels through which such assistance can be
given,: viz.,, (1) the consultation system for smaller enterprises, (2)
gnidance in technical improvement, and (3) modernization of production
faclhtles L

1:. Smaller Eﬁterprises Coﬁshltaiion System.

The 1mp01tance of. sc1ent1ﬁc- business. mamgement is begmnmg to
be recognized in Japan's commercial and industrial circles. Such a trend
has been fostered after the postwar competltmn which has been intensi-

fied by the adoption of modern facilities in sequence to the. worldxwde.
technical 111110V'1'L10n

The sc1ent1ﬁc business management is something whlch muqt be ad-

opted not only by major enterprises but also by smaller mdustues in
“a manner becoming to them,

In the. present-day busmeSS management of smalle1 mdustues, how-
ever, there are still many remnants of “pre-madern” tyaits, and they con-
stltute a factor which accounts for various dlfﬁcultles that smaller enter-
prises are confronted with at present. \

The smaller enterprises consultation system has been mtroduced with
the obJect of doing away with the afore-mentloned “pre-modern” traits
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found in the management of these smaller enterprises. Actually, such
public organizations as prefectural governments and. the “big five”
cities assign technical experts.to inspect the management of smaller
enterprises, analyze whatever questions at issue, adv1ce measures for
1mprovement of the situation, and also give gmdance m puttmg such ad-
vices into practice. The experts are known as - “shindan-in" or smaller
enterprise consultants.

As regards the kinds of consultation undeltaken, they are:

(1) Individual Consultation: ‘This system was put into practice
in 1948, centering around individual factories and commercial stores.
Mining enterprises were also added. These “individual consultations”
have been carried out upon the request of individual enterprises; the
consultants are sent into the enterprises to look into their financial condi-
tions, production, marketing, and inventories, as well as the top man-
agement of the said enterprises as they stand.  Just in case the entrepre-
neur desires consultations for any specific department of his enterprise,
the consultation is limited to the department concerned—as it is called
the departmental consultation. After the diagnosis, managerial defects,
if any, are analyzed and advisable remedies are offered,

This system is effective in propagating the lcnowledge.of scientific
management and thereby facilitating the modernization of the specific
enterprise concerned. And this is the kernel of the consunltation system.

(2) Collective Consultation: After the individual consultation sys-
tem was put into practice for some time, it was found that individual
consultation was not sufficient in some cases to bring about a general im-
provement in an enterprise as a whole.” In view of the fact that smaller
enterprises are in a disadvantageous financial position as compared with
larger enterprises, it becomes necessary that the surrounding conditions
in general should be better organized so that efforts for improving any
individual enterprise may attain the desired outeome, If ig in considera-
tion of such circumstances that the system of collective consultation has
come into effect. This system will fake up any specific enterprise as a
whole collectively, to find a eommon defect in management and to work
out plans for general improvement of the enterprise as a whole thmugh
the fmprovement of the surrounding conditions.

In the case of collective consultations, a spemﬁc name is given to
the system according to each 1ndw1dual kind of enterprise taken up as
the obJect of conqultatlon..

Consultation of Shopping Center: The whole bloc of a shopping
center is taken up as the object of consultation to study the local eco-
nomic geographical conditions, the mamner and facilities of attracting
brospective customers, and also the techniques of marketing. As a re-
sult of such studies, an all-round selling capacity of the center as a whole
is-analyzed in order to work out a plan to enhance the utility value of
the gspecific shopping center. 1n case a defect in 'management com-
.mon to -all the stores constituting the -shopping center is found, some
remedial measures will be advised to improve the m'magement of the
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center as a whole,

Survey of Vertical Connection System: Many of smaller industrial
enterprises are operated as subcontractors for larger enterprises. ~ Any
improvement of business of such smaller enterprises may only be con-
sidered in relation to the manner of their afiliation with the larger
enterprige concerned. Regardless of how commendably smaller enter-
prises are managed, if the orders (contracts) awarded by larger enler-
prises frequently fluctuate quantitatively, or if smaller enterprises are
obliged to operate at the sacrifice of their costs, the subcontractors must
of necessity run their business in precarious conditions.

In the survey of this vertical connection system, therefore, primarvy
efforts will be directed toward analyses of such relationships, e.g., large
enterprises’ dependency upon these subcontractors, and the prepared-
ness on the part of the subcontractors to accept such orders, in the light
of the effects of such relationship upon the business welfare of both large
and. suhcontract enferprises. . . _

With the gpecial features and defects of such 1'elationships between
large and small enterprises made clear, consultants may work out
measures for improvement affecting the manner of transactions between
them, the alleviation of subcontractors’ difficultis in securing finance and
raw materials, and promotion of closer cooperation between the two par-
ties concerned, thereby readjusting the relationship between them.

With' the remarkable technical progress in recent years, along with
the prospects of liberalization of foreign {rade, indications are that a
suhstantial change is taking place in the relationship. between the larger
enterprises and smaller subcontractors. Incidentally, the importance of
this consultation system for their vertical ecommeetion has been enhanced.

Survey of Production Centers: There are the smaller enterprises
which have developed as a group in certain specific areas under special
historic or geographical circumstances. They are collectively known as
“production center” group.  Such group of producers, as well as pro-
ducers of related.industries, enhance their efficiency of pmdnction and
distribution by being concentrated .in one localitv, and they have comse
to establish special relationships with their markets. These smaller

manufacturers as a group have been able to find a solution to their prob-
lems that as individual entrepreneurs they might not have been able to
golve, So the very fact that they are handed together in one loeality is
the essential factor.which has precipitated their economic activities.

In the case of these production centers, it is important that each
individual enterprise will improve ity own condition of business manage-
-ment, but it is all the more important that they as a group will take ad-
vantage of their collective activities to promote local business as a whole.

‘In the consultation of production centers, therefore, consunltants will
first of all grasp the specific features of the given: specific locality as well
as questions at issue, and as the result, the all round study of the out-
standing - situation.
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The consnitants will then learn what is the target of the business
readjustment of individual enterprises that collectively constifute the
production center, so that they may become able to advise the manufac-
tu1e1s as regards the selection of specific items of products, betterment
of the existing method of business transactions, expansion of the market,
solution of financial difficulties, and pxomotmn of hetter cooperation

among fellow enfrepreneurs.

The consultants will aim at impv ovement not only of the economic
activities of the loeality as a whole but also of the related factors which
have diveet beavings upon the general Welfare of the specifie locality,

With the recent betterment of the means of communications and
traffic, along with the change in the taste of end-users, the so-called pro-
duetion centers show a tendency, to lose the peculiar advant'xgeous posi-
fion they used {o enjoy. There are, consequently, some production cen-
ters which are in need of finding a way 6ut of the stagnation.  Hence
the survey of the production centers as a whcle by some local public or-
ganizations.

General Consultation Classified by Specific Enterprises: 1t has
Tieen reiterated alveady that it is of greater importance to bring-about
the readjustment of surrounding factors than to help improve any speci-
fic individual enterprises. Such a need iz specially pronounced in the
survey of production centers. Even in this case, however, the ohject of
survey is limited to a certain specific area or a given specific produets.
So the sur vey of any production center is found to be still inadequate to
serve the major purpose of readjustments of suuoundmg econormc fae-
lorg affecting any gwm industry.

In the peneral survey of smaller enterprises as classified accmdulg
to individoal lines of business, the object of the study is enlarged to
the whole of this specific industry, to study problems of the said in-
dustry in relation to other related industries as well ag the market situa-
tion, so that counter-measures of general improvement of this specific
inthjstly or the readjustment of the related industries may be worked
out, in point of pmductlon and distribution of pmduc‘cs

Congultation of Coopm atives: . The survey of cooperatwes (mclud-
ing eommon facility cooperatives, federation of common facility eoopera-
tives, and joint enterprise cooperatives) is different in form from any
of the individual survey or collective survey mentioned so far.

As it was previously mentioned, the mg‘amzatlon of smaller enter-
prises. in the form of cooperatives is of primary importance for the pro-
motion of smaller enterprises. ~At present, however, these cooperatives
are not- always functioning properly due to msufﬁcxency of knowledge
and experience on the part of men who yun them. Here comes in the
consultation of ‘cooperatives to study the ouistanding state of affans of
any specific coopel'ttwe as well as whatéver questions at issue, in rela-
tion to the economie conditions aifecting the cooperative and its individu-
‘al members,  The consultants will then advise the cooperative and its
members as regards the organization, accounting, and the. enterprises
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operated by the cooperative, so that the fine eifects of mgamzatxon may
be fully realized.

In view of the fact that the consultation is carried out on a specific
organism called a union, it is different from the collective consultation,
hut it cannot be included in the individual consultation becanse the con-
sultation affects the entire membership which constitutes the cooperative.
It is thus a specifie 1‘01m of survey of its own,

These consultations are undertaken mainly by plefectulal govern-
ments and the municipalities of the “Big Five” cities. But the central
government sometimes carries it out under its direct management when
the survey covers a wide arae, notably on such oceasions as the survey
of a specific smaller enterprise as a whole on the national scale;

The enterprise consultations carried out up to the fiscal 1959-60 were
:as follows: factory consultation, 31,857 cases; commercial stores consul-
: tation, 69,599 cases; shopping centel consultatlon 4,605 cases. system
affiliation 1elat10nsh1ps) consultation, 109 cases; ploductlon centers con-
. sultation, 453 cases; cooperative consultatlon 1,938 cases, mining enter-
. Pprises consultatxon 377 cases; general consult'ltmn of enterprlses classi-
- fied according to a kind of busmess, 11 cases.

: The central government, since 1950, has granted subsidies to prefec-

tural governments and the governments of the Big Five cities to cover
part of the expenses required for the undertaking of these consuitations,
as these public organizations appropriated the budget thereof to an equal
amount corresponding to the subsidies obtained from the central govern-
ment. These consultations cost nothing to the enterprises which had ap-
plied for the consultations. . The appropriations of the central govern-
ment in the form of subsidies to loeal govelnments amounted to ¥707
m11110n up to fiseal 1960 61.

The consultation of smaller enterprises, especmlly that of individual
enterprises, represents a special work that requires profound e\pert
knowledge of all the phases of any specific enterprise concerned. Fur-
thermore, the success of such a consultation depends largely upon the
qualification of the person(s) who carries out the actual consultation.

~ In view of the foregoing importance of the qualification of consul-
tants, regulations pertaining to the system of registration of consultants
were promulgated \in 1952, in order to have the nmames of capable con-
sultants registered with the central government. As of April, 1960 there
~were 4,939 persons registered as qualified consultants of smaller industri-
al and commercial enterprises. .

2. '.Guidance in Production Techniques

Along with the general 1mp1ovement of p1oduct10n techmques in re-
cent years, a remarkable change is noted in the variety of produets.
selection of raw materials, the method of ploductlon, and the scale of

productive equipment, leadmg to the expansion of the scale of production
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and also to the reinforcement of business connections among enterprises.
Such a strengthening of the technological foundation of business, how-
ever, has been carried out mainly among major enferprises. Most of the
smaller enterprises remain  unimproved, The result is inevitably a
significant difference now seen in the standards of production techniques
between major and smaller enterprises. What is specially important
about such a development iz that the smaller enterprises that depend
upon the promotion of exports are hecoming backward in peint of the
international -eriterion of production techniques. ‘

In the face of such a bleak outlook, it is now considered a matter
of urgent importanee for Japan’s smaller enterprises to introduce some.
structural improvement. And it requires hetter financing, modernization
of their production equipment, and elevation of their standards of pro-
duction techniques in .order that smaller enterprises may keep abreast
of the international progress. : :

It is a cold fact, however, that smaller enterprises are short of
funds and that they cannot afferd to mainiain a staff of many technical
experts. It means that they are unable to carry out such improvement
programs all by themselves. Hence the need of help from the central
or local governments, in addition to that from larger enterprises with
which they are affiliated, for the introduction of higher standards of “pro-
duction techniques. : -

It is with a view to dealing with such requirements that the central
government has enacted legislative measuves to advance loans to smaller
industrial enterprises to finance modernization of their productive equip-
ment. : :

Furthermore the Government grants subsidies to various.loeal pub-
lic experiment and research institutions to modernize their eguipment
and also to facilitate their research work, so that these institutions in
turn will give technical aid to local smaller industrial enterprises in con-
nection with their modernization of machines and equipment and im-
provement of their production techniques. - Such subsidies are known as
technical research funds for the promotion of exports by smaller industri-
al enterprises, and also the funds for encouragement of trial manufac-
ture with a view to the promotion of exports by smaller industrial enter-
prises, : : o . C
These institutions also establish special courses for smaller imdustri-
al enferprises to popularize new and higher standards of modern and
rationalized production techniques, holding such conrses. classified by
‘specific lines of industries; they publish pamphlets designed to give in-
structions on new production techniques, or sponsor contests of new
designs, or exhibitions of new produects, as well as contests for various
fundamental production techniques. - .

Such enlightenment efforts have so far proved satisfactory with
some tangible achievements attained. Such efforts will be continued in
the future, too. : . Do - 3
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3. Modernization of Facililies

It is generally recognized that smaller enterprises are in urgent need
of industrial modernization to raise efficiency and replace superannuated
facilities with modern machines and equipment.

A recent survey concerning their productivity finds that the index
of value added of factories employing from 50 to 99 persons is 45.5 per
cent against 100 for major enterprises employing not less than 1,000
men, - :

As for the ‘pro'ducf;ive_equipment, up to 60 per cent of Ihechanical
machines and equipment of smaller enterprises is older than 10 years.

Government subsidies are one of the measures to encourage industri-
al medernization, This measure is legalized, There are also special tax
measures incinding the special redemption system on the mechanical
equipment of smaller industrial enterprises. :

@) System for Industrial Modernization Loans—The system of ad-
vaneing loans via official channels to facilitate the modernization of in-
dustrial facilities in smaller enterprises has been in practice since 1954
under the joint auspices of the central and prefectural governments. In
13851, this system was expanded to apply it on a larger scale in a more
effective way through the enactment of a law for financial assistance to
the development of smaller enterprises. (As regards the operation of
this legislative measure, the reader will refer to (b) Advance of Loans
to Cooperatives, - ete. for Establishment of Joint Facilities, of (3)
Measures of Encouragement for Cooperatives, of Section 1. Organiza-
tion of Smaller Enterprises.) The modernization funds advanced under
this legislative measture amounted to ¥7,780 million up to fiscal 1960-61.
Loans advanced up to the fiscal 1959-60 amounted to ¥6,438 million, the
. number of smaller enterprises involved amounting to 10,267.

b) = Special Tax Eedemption for Smaller Enterprises—In the Japa-
nese taxation system, the period of redemption on mechanical equip-
ment is generally longer than.what is observed abroad. To readjust
various inconveniences arising from this system, a special vedemmntion
system came to apply to smaller industrial enterprises since 1951. - As
regards the redemption of specifically designated industrial facilities,
an advance redemption by 50 per cent of a period of the first three vears
is recognized, This measure was intended to facilitate the acquirement
by the smaller entrepreneurs of desired equipment through tax manipu-
lations, thereby helping them to modernize their machines and equip-
ment., ‘ : ‘ '

‘In the original legislative measure, however, the designated ma-
chines and equipment were of the kind and capacity that could be operat-
od by major enterprises; they were the kind that the smaller ‘entrepr-
neurs could hardly afford to obtain. In:and after 1957, therefore, this
legislative measure was amended so that the muachines and equipment
that smaller enterprises could afford to obtain eame to be designated as
ohjects of special redemption. .
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I1I.

Financing of Smaller Enterprises

The financing of smaller enterprises seems to be the focal point
of the whole problems. It is because smaller enterprises must in most
cases obtain funds from financial organs, instead of through such means
asg a capital increase or floatation of debentures, due to their inability to
raise funds by these latier means. On the other hand, city banks in gen-
eral are reluctant to advance loans to smaller enterprises unless they are
convineed of the safety of such investments.  This is but natural be-
cause the banks are also profit-seeking enterprises.. Under such circum-
stances, the abiiity of smaller enterprises to raise funds inevitably be-
comes limited. For one thing, their economic and social position is none
too reassuring. Moreover, their eredit is not very high, and they do not
have much to offer as coliateral.

- Difficulties in the business management of smaller enterprises can
thus be focused on fund-raising difficulties.

Hence the Government (1) encourages city bhanks to extend more
positive financial assistance to smaller enterprises, (2) establishes finan-
cial organs with Government funds to funnel loans into smaller enter-
prises, and (3} readjusts the business management of smaller enterprises
in such a manner that financiers may feel safe in advancing loans to
them. '

1, More Loans to Small Enterprises

. It is important that smaller enterprises will be assisted in such a
manner that they would be able to obtain loans from financial organs
in general whenever they are in need of such financing. To this end, it
would be necessary to furnish finaneial organs with more financial ve-
- sources With which they may finance smaller enterprises, and to make
finaneial institutions feel willing to finance smaller enterprises,

‘One of the measures that the Government can carry out in connec-
tion with the afore-mentioned need is to set up a Government-run finan-
cial organ to specialize in the financing of smaller enterprises. (This
question will be dealt with later.) - In addition, there are the following.
neasures: ‘ - ,

- 1) Use of Government Investments and Loans—What is meant by
the Government investment and loans is the employment of Govern-
ment funds in furnishing private enterprises with industrial funds, to
invest or advance loans to the Government-operated enterprises, and
- underwriting of bonds issued by local governments. The said Gov-
exnment funds consist of the surplus that belongs to the peneral account
in the state budget, the special account for funds of industrial invest--
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ments or loans and funds raised from the non-governmental circles such
as postal life insurance funds and postal savings funds.

Ag a matter of fact, the Government carries out the financing of
smaller enterprises in the form of advancing loans to such institutions
as -the People’s Finance Corporation, the Smaller Enterprises Finance
Bank, the Central Bank for Commercial and Industrial Cooperatives, and
the Smaller Business Credit Guarantee Corporation, by utilizing Govern-
ment funds. . Moreover the Government underwrites debentures issued
by the Central Bank for Commercial and Industrial Cooperatives.

Government Investments and Loans to Finance Banks for Small Businesses

(Unit: 3100 million)

T Smaoller Enterprises Central Bank for Commercial
Fiscol Poople’s Finonce Core.  _ Finance Bamk & Industrial Cooperatives _
Yef;# . _‘I'"g::: L_?_?T Torﬂl :-:;::: Loans Total ::::::' Bonds Loans Total -
1955—56........ b5 105 110 5 115 120 10% 4 0 14
1956—57........ 0 140 140 v} 155 155 0o .0 19 19
1957—588........ 0 . 270 270 0 300 300 15%% 70 0 85
1958—59........ 0 235 235 0 295 205 ] 38 4] 51
195960, ,...... 0 250 250 0 275 275 12%F 20 0 32
# General Account, . ** Industrial Investment Account.

-2) Measures to Encourage City Banks to Finance Smaller Industiries

- A balanee sheet of finaneing to the smaller enterprises by all the
financial organs inclusive of those which operate with the Government
Tunds finds that up to 20 per cent of the total loans was advanced by
-city banks. It is thus found that city banks oceupy an overwhelmingly
important position in the financing of the smaller enterprises, in point
of the amount of money involved. It means that the fluctuations in the
amount of financial accommodations given by these city banks have direct
bearing upon the financial conditions of these smaller enterprises.

It is assumed, in the face of the foregoing situation, that the smooth
financing depends much upon the encouragement of these city banks to
accommodate these smaller enterprises. o

The Government is well aware of thig faet, while the city banks are
also willing to cooperate with the government policy to help out the
smaller. enterprises, - : - S

- 1t is under such circumstances that the Government takes special
-measures of encouragement in behalf of city financial organs to facilitate
their advancing of loans to the smaller enterprises. Included among
these are: (1) Special consideration on taxation upon city financial or-
gans' reserves to cover the risks of bad loans in connection with their
finanecial accommodations to the smaller enterprises:  (2) the establish-
ment of “special stores for financing of the smaller’ enterprises” by
metropolitan banks; (3) the fostering and . strengthening of financial
organs specializing in the financing of the smaller enterprises, such as
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the mutual aids banks, credit banks, and credit associations. ;

3) Local Public Institutions’ Measures for Smallm Enterprises

Genela]]y speaking, the smaller entelpnses are endowed with the
characteristics of being local enterpuseq The local public institutions,
consequently, have worked out various measures to mitigate the financial
difficulties the smaller enterprises, along the line advocated by the cen-
tral government. Among the direct measures designed to alleviate the
financial difficulties of smaller enterprises is the following: the local pub-
lie institutions deposit their finaneial funds with some specific financial
organs, so that the latter will finance the smaller enterprises to the ex-
tent of several times more than the deposited funds of these local public
institutions.

2. Rationalization and Strengihening of Governmental Financial Organi-
zations Specially for Smaller Industries

In order to facilitate ﬁnancmg for medium and small entelpnses it
is necessary to supplement, based on the actual state of such enterprises,
quality-wise as well as quantity-wise, the funds financed by municipal
financial organizations for such smaller industries. For this purpose,
the rationalization and strengthening of governmental financial organiza-
tion are planned. There have been established the People’s Finance Cor-
poration, which extends loans to petty enteprisers who are unable to
obtain financial assistance - from city finaneial organizations,'and the
Smaller Enterprise Finance Bank, which specializes in providing smaller

enterprises with long term loans which ordmary financial orgamzatmns
cannot provide,

The existence of governmental ﬁnanc1a1 orgamzatmns is mgmﬁcant
-in the following respects:

(1) Funds are supplemented quantity—wise.'
(2) Funds are supplemented quality-wise.
(3) Funds are supphed at low interest rates,

The People’s Finance Corporation and the Small Enter pr1se Flnance
Bank are mainly to accomphsh the funetion (2) above

. Furthermore, there is, along with the two financial facllltles men-
‘tioned above, the Central Bank for Commercial and Industrial Coopera-
tives, which is a semi-governmental orgamzatlon operated for the co-
- operatives of smaller industries.

(1) The Peoples Finance Corporation: This'-Corporation was
established in 1949 in accordance with the *“People’s Finance Corpora-
. tion Law”. The characteristics of thls finance corporation are ag follows:
(a) The entire amount ‘of funds is financed by the Government; . (b)
- Capital is to be supphed by the Government only;  (¢) The competent
Minister is involved in the appointment of “directors; (d) In the ap-
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‘plication of penal provisions, the same provisions set forth for public
‘service personnel are adopted; (e) Business methods and plans and
“financing plans must be approved and directed by the competent Minister:
Z(f) Budget and balance sheet of accounts are ‘submitted to the Diet;
.(2’) Profits go to the National Treasury.

_ As of the end of March 1959, the total capxtal was ¥20,000 million,
the balance of governmental loans ¥78,900 million and the balance of
credits ¥106,800 million. Maximum possible loan is ¥200,000 for in-
dividuals and ¥500,000 for corporations, but for special businesses, the
sum may be raised to as high as ¥1 million ¥2 million. The period of
Joan is less than five years, interest rate is 9.0 per cent per annum and
‘repayment is to be made in instalments.

(2) Smaller Enterprise Finance Bank: This bank is a govern-
.mental organization established in 1948 in accordance with the “Smaller
“Enterprise Finanece Bank Law.” It is the same as the People’s Finance
“Corporation in nature. But this bank is for comparatively higher layers
of the smaller industries, in eontrast to the People's Finance Corporation,
.'whlch handles financing for petty enterprises. :

" Loans may be extended to companies and individuals whose capital

'.does not exceed ¥10 million or whose employees are not more than 300,
(30 for commerce and service business and 1,000 for mines) and they
‘must be those who operate special business des1gnated by Government
_‘mdmances (20 at present) or cooperatives of smaller industries such as
:the smaller industries cooperatives, commercial and industrial coopera-
.tives, ete. There is a condition that the loans will be used for equipment
;and long term operational funds only. Period of loans is as a rule one
‘year to five years, interest rate is 9.0 per cent per annum and repayment
is to be made in instalments, -Muximum loan is ¥10 million (¥30 million
.in special cases). In the methods of loaning, there are ‘““direct loans™
performed by the main and branch offices (12 offices) of the Finance
Bank and “agent loans’ in which ordinary financial organizations act
‘as -its agents, and the number of such agents is 626.

- - As of the end of March 1959, the capital was approximately ¥24,100
‘million, the balance of governmental loans was ¥100,300 million. The
“halance of loans handled by agents as of the end of March- 1959 was
78,238 cases, amounting to ¥109,800 million and that of direct loans was
3,154 cases, amounting to Y21, 100 ‘million, brmglng the total to 81,392
cases valued at ¥130,900" million,

(3)  The Central Bank for Commercial and Industllal Coope1at1ves
‘This bank was established in 1936 in accordance with the “Commerecial
and Industrial Cooperatives Central Bank Law” as a finanecial institution
tor cooperatives comprising such medium and small enterprses as the
-smaller industries cooperatives, and commerecial and industrial coopera-
‘tives, This is a4 semi-governmerital 01'gani2ation and, of the present capi-
‘tal of ¥6,600 million, of which ¥3,700 million is financed by the govern-
_-ment and the rest, 3’2 900 million is financed by the cooperatives. :

This bank is aimed at financially facilitating the 01gamz'1t10n of
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the smaller industries and therefore loans are granted only to those co-
operatives and their members who have invested in this -bank: - Another
characteristic of this bank is that the procurement of the capital can.b’e,_
performed through the issuance of “Industrial and Commerc_ia} Bonds.
The balance of bonds issued, which amounts to 35101_,800 million as _of
the end of March 1959, occupies an important place in the funds avail-
able for loans.

As for the conditions for loans, there is a condition that the loans,
will be used for equipment and operational funds o_nly. Tbe maximum
loan is ¥100 million for ccoperatives and the maximum dlrect_loan to
the members of the cooperatives is ¥10 _million.. Inte}'est rate. is 0.025,
ven per day per ¥100 for short term loans (diseounting of bills, draft
loans, bond loans of short ferms of less than one year), 9.4 per cent
per annum for long term loans. of more than one year and less than
two years, and 9.6 per cent per annum for loans of more than two years.

As for the number of offices, there are one main office, 53.b_1'anch
offices, 2 sub-branch offices and 2 offices, tota.lling 58. In addition to
these, there are 133 credit associations operating as agents.

As of the end of March 1959, the balance of loans was ¥31,200
million for equipment and ¥108,400 million for operational funds, total-
ling ¥139,600 million.

V.

Rationalization and Improvement of Credit
Supplementary System ' :

So far expianations have heen made of the measures to expand the:
source of funds directed towards smaller industries and the rationaliza-
‘tion and strengthening of governmental finaneial organizations for small--
er industries. These are aimed at securing funds for smaller industries -
“to solve the financial difficulties ihey ave confronted with as well as to
rationalize the channels for such financing. ‘

As a means to facilitate financing smaller industries, however, there
is another measure, besides the two just mentioned, which is to place
smaller. industries on financial channels, that is, to make it easier for
smaller industries to obtain financial aid. This may be in a sense inter-
preted as the rationalization and modernization of smaller industries as
a whole in an attempt to improve their structure. IHowever, mention

-will herein be made of the eredit supplementary system, i.e. credit gua--
rantee and credit insurance systems only.

(1) C?'edit_ Guaraniee Association: -The purpose of 'the. Credit
Guarantee Association is to facilitate financing for the smaller indnstries
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in ‘their attempt to obtain financial assistance from hanks and other
financial organizations, by guaranteeing their obligationg resuliing from
the loans, and this association is established échusively by local public
entities. (It was first established in Tokyo in 1937 ag a corporation
under the Civil Law). Later, fo meet the necessity to strengthen the
financial basis of the association and to legally define the scope of its ae-
tivities as well as to place it under governmental control, the association
was reorganized into a special corporation when the “Credit Guarantee
Association Law’ was enacted in 1953, There are presently a total of
52 such associations, 46 in prefectures and 6 in cities.

As of the end of March 1959, the number of cases handled by the

Credit Guarantee Association is 232,132, amounting in value to ¥93.900
‘million. - ’

(2) Smaller Business Credit Guarantee Corporation: This system
ig aimed at facilitating providing the smaller industries with their busi-
ness funds. This system came into being in 1950 under the provisions
«of the “Smaller Business Credit Guarantee Law”, in order to obtain gov-
ernmeéntal insurance of the loans extended by financial organizations or
the Credit Guarantee Association to the smaller industries. This insu-
rance system was at first operated in the Government’s special accounts
for the smaller industries credit insurance. However, with the enact-
ment of the "Small Business Credit Corporation Law” in 1958, the speci-
al accounts for the smaller industries credit insurance were ahrogated
and insurance activities have since been carried out by the above-men-
Uoned corporation. '

. This corporation is the same as other financial corporations in na-
ture and its mission is to insure the financial organizations claim with

regard to their loans extended to the smaller industries or to insure the
fuarantee made by the Credit Guarantee Association as well as to pro-

vide the Credit Guarantee Association with the funds necessary for their
insurance activities.

Of the total capital of some ¥14,700 million of this corporation, the
funds for financing the Credit Guarantee Association amount to ¥6,800
‘million, e :

In insurance activities, there are the “Finance Insurance” for finane-
ing organizations and the “Guarantee Insurance” for the Credit Gua-
rantee Association. The former is a system designed to insure the finan-

cial organizations’ claim, theveby enabling them to cover any losses aris-
ing from inability of medium and small enterprisers to make repayment
-of the loans extended them, The latter is a measure whereby any losses
incurred upon the Credit Guarantee Association in its fulfilment of in-
surance in case of unexpected failures, can be covered by insuring the
-obligations of the smaller industries to'whom loans have been extended.

" As for the utilization of credit insurance, there were, during th.e_\'
Period April 1958 through the end of March 1959, 204,316 cases of eredif.

insurance amounting in value to ¥91,400 million and 3,349 cases of finance
insurance amounting to ¥6,000 million.
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Loans are extended to 52 Credit Guarantee Associations all over the
eountry. There are long term loans for a period of two years -at an
interest rate of 2.5 per cent per annum and short term loan for a period
of 6 months at an interest rate of 2 per cent per annum.

As seen above, business to supplement eredit for the smaller industries
is generally carried out by the Credit Guarantee Association. The Small
Business Credit Guarantee Corporation for the smaller industries baeks
up and supports the association as an agent that conduets re-insurance of
the guarantee made by the Credit Guarantee Association, and also as an
agent that strengthens the Credit Association or supplies the funds neces-
sary for the expansion of business, And these two are contributing to
the promotion of the credit supplementary system for smaller industries..

Modernization of Labor in the Smaller Industries

Irrationality of management, superannuation of equipment and low
productivity in the smaller industries are as stated before. However,
the unfashionable labor-management relations existing in smaller in-
dustries can also be pointed out as another factor that is hampering the
development of medium and small enterprises. This can be ascribed to
the fact that apprentice-like labor management relations have long ex-
isted in the smaller industries. The Government, however, has been
making efforts to establish new labor-management relations for the de-
velopment of the smaller industries in the belief that such new relations
will stabilize the management of the smaller industries and bring about
an increase in profits. ' ' '

As a step to modernize the management of the smaller industries,.
there is a measure to strengthen the management of such industries it-
self or to enrich the source of wages and also a more direct measure
aimed at improving labor conditions and promoting welfare. For exam-
ple, there are the minimum wage system which determines the minimum
wages of workers, and the retirement allowanece mutual benfit system
under which various considerations are made with vegard to the workers”
retirement allowances.  Furthermore, much can be expected for the
smaller industries from the utilization of the unemployment insurance
and the worker’s accident insurance, although these are not primarily
intended for the smaller industries. In addition to these, guidance of
labor management based on the actual conditions of the smaller indus-
tries in line with the smaller industries physical examination system,
the fechnician training system which eliminates the defects in the ap-
prenticeship in the past, mutual vocational training . system, ete. may be
mentioned, : ; R

Nowadays, the management, t00, ‘show very much interest in and
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are intent on.the improvement of Iabor econdit
fienlties resulting from the lack of technicians.

Measures to improve the labor conditions and promote the welfare
for workers in smaller industries are established independently by the
Ministry of Labor. Of these measures, explanations will be made about
those measures directly related to smaller industries.

ions to solve various dif-

1. The Minimum Wage Law

The Minimum .Wage Law was enacted in 1958. It is needless to
say that the wage is, along with working hours, the most fundamental
thing in labor conditions. As far as working hours are concerned, due

protection is given to the workers in accordance with the Labor Stand-
ards Law which was enacted in 1947,

The direct objective of this law is to improve labor conditions (de-
tails of labor contract such as the nature of work, working hours, the
amount and the method of payment of wages, recesses, holidays, paid

vacations, ete.) by insuring the minimum wage and to contribute to
the stabilization of workers' life,

The minimum wage system has brought about qualitative improve-
ments on labor and stabilized employment in small and medium indus-
tries. In view of the structure of smaller industries in Japan, excessive
competition among enterprisers is almost inevitable, often resulting in
undue reduction of wages. Under the minimum wage system, however,
competition among enterprisers is made on the same conditions, thereby
contributing to the prevention of unfair cometition. As competition
among enterprisers is' made under the same conditions and labor costs
increase, the management have to, whether they like it or not, improve
their operafional methods or their equipment and facilities in an effort
to bring down overall production costs, and the modernization and ra-
tionalization of entérprises are thus facilitated, '

The minimum wage system of Japan does not define the amount of
the minimum wage but stipulates the principles and procedures for the
determination of the minimum wage.

There are the fﬂllow'ing four categories in tl}e minimum wages,
classified according to the procedures to be followed in the determination
of the minimum wages.’ T

1) Minimum Wege in Accordance with Agreements between Enter-
prisers:  Under this system, an enterpriser who has concluded agree-
ments with other enterprisers submits an application to the Government
requesting the determination of the minimum wage in accordance with
the agreements.  The Minister of Labor or the chief of the Prefectural
Labor Standards Bureau in turn deliberates the matter with th.e M_ml-
mum Wage Couneil and determines the minimum wage, duly taking inte
consideration the opinions of all parties concerned.

2)  District minimum wage in accordance with agreements between
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enterprisers:  When the minimum wage determined in the system (1)
above is applied to the majority of the workers and their empioyers
engaged in the same kind of work in a certain district, the minimum
wage applicable to the management and labor engaged in the same type
of work in the same digtrict is determined based on that minimum
wage, upon request by the majority of employers to whom the determin-
ad wage applies.

3) Minitmum Wage in Accordance with Labor Agreement: When
a labor agreement concerning fthe minimum wage is applicable to the
majority of the management and labor engaged in the: same type of
work in a certain district, the minimum wage applicable to all of the
management and labor engaged in the same type of work in the same
district is determined based on that minimum wage, upon request by
both parties or all members of one of the parties to whom. the Labor
Agreement applies,

4)  Minimum Wage Based on Deliberations by Minimum Wage Coun-
¢l In case it is diffieult or inappropriate to determine the minimum
wage by any of the above-mentioned three systems, the Labor Minister
or the chief of the Prefectural Labor Standards Buveau requests in-
vestigations and deliberations by the Minimum Wage Council, and deter-
mines, in full considerations of its opinions, the minimum wage for a
certain type of business or a certain district.

The number of cases of dermining minimum wages as of August
81, 1959, amounts to 164. . Of these, the number of minimum wages
determined in accordance with agreements between enterprisers.is 155
and that of district minimum wages determined in accordance with
agreements between enterprisers is nine. The minimum wage system
is applied to 16,407 workshops and to 293,386 workers, .~ :

2, Retirement Allowance Mutual Beneﬁt_ Association for Shmil Industries

The employees of the smaller -industries are far less “blessed in
welfare than those of large enterprises. In the retirement allowance
system also there are many smaller industries which do not even have
-such a system, whereas all large enterprises have a complete and sub-
stantial retirement allowance system. This is because the smaller in-
dustries do not have very much capital and it is very difficulf for individu-
al enterprisers to establish a retirement allowance system worthy of its
narme, o S ' :

. In view of this situation, the “Smaller Industries Retirement Allow-
ance Law” was enacted. based on the spirit that the smaller industries
should assist one another for the benefit of those medinin and small enter-
Drisers who are unable to establish a retirement allowance -gystem for
themselves. :T_hlglsystem is operated by. contributions from different
enterprisers and is aimed at promoting the walfare of the employees in
the payment of vetirement allowances as well as developing th smaller
industries by stabilizing employment and promoting the employees’ will
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to work.

The “Smaller Industries Retivement Allowance Law” was enacted
in 1950 and under the provisions of this law, (1) A mutual benefit or-
ganization for the smaller industries retirement allowance system is es-
tablished. (2} Tl}e smaller industries with the number of employees
less than 100 (30 in commerce and service) conclude with the organiza-
tion an agreenent on mufual assistance by means of retirement allow-
ance and the enterprisers of such industries pay preminm monthly.  (8)
When an employee of such industries retires, he is paid vetirement allow-
ances by the organization. (4) Operational expenditires required by
the organization and part of the funds for the payment of retirement
allowances (for those whose monthly preminm is 200 ven, five per cent
if payment of premium has been made for five years but less than 10
years, 10 per cent if premium has been made for more than 10 years)
are partly financed by the Government.

The organization has been accepting applications since November
last year and 15,000 workshops, employing 180,000 workers, have joined
the organization as of the end of July this year. The average number
of workers per workshop, joining this organization, is 11.88 and the
average amount of monthly premium is 428 yen,

3. Mutual Vcc_a't_ion_al Training for Smaller Industries

In the smaller industries, workers’ technical level is generally quite
low compared with that in large industries and this, together with the
Jimited amount of capital and equipment, brings about low productivity
and low wages. . '

However, as stated before, smaller industries are now obliged to pro-
mote the quality of labor as well as to modernize their equipment, de-
priving themselves of low efficiency, long working hours and low wages,
and therefore future development of vocational training in the smalley
industries is strongly hoped for, : .

There-is mutual veeational training as a system to train techni-
cians in the smaller industries. This is a vocational training conducted
by an organization mutually formed hy enterprisers who ave unable to
put into force voecational training system for themselves. Under this
training system, trainees gather at a place where they attend classes in
various subjects and also practise together as many fundamental techni-
ques as possible. Training in applied practice is conducted in the work-
shops to which the traineces belong. When training is conducted under
this training system, approval is given by the prefectural governors in
accordance -with the Voecational Training Law and those who conduct
the training following specified programs may be favored with the fol-
lowing advantages and convenienges,

' (1} The expenditures required for fraining are partly .ﬁnanced by
the prefecture in order to aileviate the economic burdens imposed on
the enterprisers as a result of vocational training.
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(2) Assistance necessary for training is preferentially extended
by public vocational training facilities.

- {3) Exceptional authorization will be granted on the period of
contract, restrictions on operations involving harms and dangers, and
prohibition of work in mines as defined in the Labor Standards Law..

(4) Those who have completed the training course are treated
favorably in their qualification for examinations for engineer's licence
and for instructors in vocational training,

The effects of the training are noted in the following: (a) the
trainees acguire ftechniques and skills about twice as quickly as other
workers hired at the same time and productivily is raised; (b) the
trainees’ power of creation and judgement is fostered and work efficiency
is elevated; (c) power of application is fostered and they ean promptly
adapt themselves to new production systems and venovation of equip-
ment and facilities; "(d) their sense of responsibility is enhanced; (e)
they have favorable effects on other workers in the maintenance of
workshop regulations, fostering of ambitions attitudes, elevation of over-
all technical level and efficiency, ete.

The overall statistics on the vocational training for the smaller in-
dustries are not definitely known, but mutual vocational training (ap-
proved) is conducted, as of April 1959, in 467 organizations comprising
18,123 companies, and the number of trainees is 38,894. :

V.

Other Measures

So much for chief measures being taken to foster and promote
smaller industries. In the following, an outline will be given of some
other measures, such as those for tax reduction, improvement of eco-
nemic- civcumstances, as well as those recently considered as promotive
measyres by industry and those for industries of a still smaller scale,

1. Tax Reduction

At present, the Taxation System Investigation Committee (an ad-
visory organ to the Prime Minister formed in 1959 to deliberate on mat-
ters necessary for the streamlining of tax administration and for the
establishment of a néw system under which both national and loeal taxes
can be collected on. a realistic and rational basis) is engaging in a funda-

mental review of the taxation system in Japan. R
In the reexamination of systems for specia! measures and ‘enterprise
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taxation system, such problems are being taken up, the materialization of
what has long been awaited by smaller enterprises: (1) reduction of
durable years of machinery and egquipment employed in a major portion
of smaller enterprises: (2) maintenance of proper balance between the
tax burden levied on individual enterprises and that on incorporated
enterprises; (3) reduction of tax load to family corporations; (4) in-
crease of full-time employee deduction, etc, ’

. It will be sufficient here only to enumerate those steps so far taken
in the taxation system for smaller enterprises.

1)  Reduetion of Corporation Tax: To reduce tax load imposed
on small and medinm corporations, a reduced tax rate of 32 per cent is
applied to yearly incomes not exceeding ¥2 million (in the case of in-
comes.above ¥2 million, 38 per cent to the portion exceeding ¥2 million).

2) Reduction_ of Enterprise Tax: To contribute to the reduction
of :small_e1' enterprisers’ tax burden, graded tax rafes are applied to in-
dividual and incorporated enterprige taxation. In addition, a basic de-

duetion of ¥200,000 a year is approved in the individnal enterprise taxa-
tion. '

8) "Approval of Special Depreciation for Machinery Equipment in
Joint Enterprises and Smaller Industries: A 50 per cent increase in the
special depreciation is approved for three vears, when smaller enterprises
come into possession of such specifie machinery as is designated in the
Taxation Special Measures Law as contributing in various respects to
be the rationalization of a joint enterprise participated in by several
cooperatives, or of such specific machinery as is designated in the taxa-
tion special measures Law as necessary for modernization of equipment
in export and important basic industries or in kinds of industries related
with the said categories and whose major portion is occupied by smaller
industries, ' R

Thus, advance depreciation has been approved for the designated
types of machinery so as to provide enterprisers with easier approach
to. them in point of tax, as well as to accelerate the management im-
provement and equipment modernization. At present, the specified items
of machinery are as follows: in the first category, there are a total of 543
_types, namely, 170 types of general machinery and 373 types of exclusive
machinery, while in the latter, there are a total of 672 types.

Further measures favorable for a member of smaller industries’
union inelude the application of tax rates lower than those for ordinary
corporations to corporation and enterprise taxes, since smaller industry
of this kind enjoys the status of special corporation, and is exempted from

the stamp duty, municipal property tax, ete.

2. Improvemeni of Eeonomic Circumstances for Smaller Enterprises .

The fundamental aim .of measures taken for smallel_' enterprises is
undoubtedly directed towards the guidance and fostering of smaller
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enterprises by means of rationalization, technical improvement or union
based on their voluntary move so that they may be able to compete with
major industries in the common market. Moreover, the Government will
continue to devise special protective measures for smaller enterprises in
financing and taxation in an effort to expedite the strengthening of their
competence. ' '

Turning, however, to the actual state of Japanese economy, keen
conpetition among the numerous and lesser industries themselves is ob-
served, while, at the same time, major industries with enormous econom-
ic power exert overwhelming Influenees, intentionally oy unintentionally,
upon the smaller industries, with the result that the smaller industries
are driven into even more excessive competition,.

To cope with this situation, government controls regulating larger
enterprises and labor. policies  mentioned before are necessary, side by
side with measures to secure the stand of smaller industries and to pro-
mote them from the viewpoint of national economy. Intense centraliza-
tion of economic power often stands in the way of free and fair compe-
tition, unduly affecting economically weaker industries in terms of either.
dealings or subcontracts. It is essential to put under control such anti-
social practice on the part of huge economie power by law, and to up-
hold the principle of free competition. For these purposes, there are
policies aiming. at prohibition of private monopoly and rationalization of
subeontract business. '

1) Policies against Private Monopoly: In 1947, the “Private Mo-
nopoly Prohibition and Fair Transactions Maintenance Law” was enact-
ed in order to crenie healthy circumstances in which every industry can
engage in normal and fair competition on an equal footing by prohibiting
private monopoly, unreasonable restraint of trade or unfair mode of
transaction. As already mentioned, however, smaller industries are al-
lowewl to form a ecartel on conditiong stipulated in law for their healthy
development. ' - ' = ' : S

2) - Policies for Rationalization of Subcontract Business: The “Law.
on the Prevention of Delay in Payment to Subcontractors” enacted in 1916
is an integration of protective measures for subcontractors, most of them
Leing smaller, enterprisers, . Under this law, they are assured of fair
transactions and protected from their parent companies’ delay in pay-
{nent or unreasonable actions which will harm the  subcontractors’ in-
erest, . : : Ve R

3. Pr'om(_)_‘tio_n_ Bieasurés by Industry and Measures for Smaller Indﬁstriés

The measures mentioned so far ave inténded for the small and.
medium enterprises in gemeral. It must then be pointed out that prob-
lems to be r_eso]veql do differ according to the type, business status and
scale of the industiy. To render thoge steps to promote small industries
more effective, therefore, it has been considered necessary that more de..

tailed measures should be worked out in aceordance. with industrial classi-
fication to match their actnal conditions, and that speeial attention should’
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~ be taken to the lesser industries whose scale falls under a certain stand-

ard. The former consideration took shape ag the enactment in 1960 of
the “Classified Smuller Industries Promotion Provisional Law”. and the
latter as the “Law on the Organization of Commerce & Industry Asso-
eiations.” : :

1) Classified Smaller Industries Promotion Provisional Law: This
law, as already mentioned, is originally intended to cayry out detailed
promotive measures, based on investigations into facts about each kind
of industry. . : :

. Under this law:—1) A type of industry is designated by estimating
the degree of its contribution towards the stability and prosperity of na-
tional economy, and its urgency in terms of need for encouragement;
2} Researches are conducted on the actnal condition of the said type of
‘industry, and collection of data 30 as to clarify the points to be improved
upon; 3) Based on these points, a goal of management is set at a level
attainable through the small enterpriser’s efforts, by formulating and
publicizing such related matters as rationalization of management, im-
provement of equipment, advancement in techniques and the quality of
the produced goods, establishment of common facilities, normalization of
competition, improvement in business connection, opening of new market;,
etec;  4) Furthermore, in order that these matters for improvement may
be materialized, considerations are given to priority in financing from such
gources as the government-authorized Smaller Enterprise Loan Corpora-
tion, Central Bank for Commerce and Industrial Associations, or to the
financing for equipment modernization by application of the Smatler En-
terprise Promotion Fund Subsidy Law; The competent Minister issues
directions and recommendations as occasion arises. The competent Min-
ister’'s recommendations are addressed to smaller enterprisers and the
correlated industrialists when he considers them necessary for the smooth
effectuation of the measures, if preseribed, for improvements, such as
normalization of competition and improvement in business eonnections;
5) The Smaller Enterprise Promotion Council has been established as
the Minister’s consultative body. . The organ studies and deliberates on
important matters related to the promotion of smaller industries, and it
is consulted whenever matters for improvement are to be formulated,
recommendations issued, and reports gathered. It will be seen from the
above that this Iaw may be regarded as a fundamental law to materialize
promotive measures by industry. In carrying out actual improvements,
proper. steps are taken in the light of the various existing laws relat-
ed to smaller enterprises. . : :

4. Law on Organization of Commerce and Indusiry Associations
* - Although both come under the same category of smaller enterprises,
there are great qualitative differences between enterprises of a medium
seale' and upwards and those of a lesser scale. (under 20 employees in
manufacturing induatries and under five in commerce and the service
trade) and recently it is urgently needed to devise special measures for
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the latter’s modernization and rationalization so that such differences
may be minimized. When special measures for petty enterprises are con-
sidered; it is naturally important to expand or consolidate the: hitherto
adopted system—measures for financing, social security and reasonable
taxation but examining those industries closely from the viewpoint, for
example, of business status, composition of employees, knowledge on
management on the part of operators, or leisure hours for employees, it
is essential to carry out fundamental activities directed. to the managers
for the improvement of business, namely, (1) itinerant guidance for the
rational solution of problems arising from daily operation; (2) intro-
duction and explanation of various relevant systems or methods of man-
agement control accompanied, if necessary, by vicarious execution of dif-
ficult and complicated procedures to encourage the utilization of the gys-
tems. Therefore, the establishment of a system devoted to the guidance
and information may be deemed indispensable to the effective and con-
tinuous activities of this kind. : : '

It is interesting to note that more than 2,600 commerce and industry
associations have long been organized in a spontaneous way as indepen-
dent local bodies found in each town or village in suburban districts, and
that they have been extending some assistance to lesser industries in the
area. In the urban districts, chambers of commerce and industry have
been playing the role of consultants to lesser enterprisers. The Law
on the Commerce and Industry Associations is based on these two kinds
of instrueting bodies for lesser enterprises—commerce and industries as-
sociations in rural areas and chambers of commerce and industries in
urban areas. ' :

The gist of this law is that commerce and industry associations may
be incorporated provided that they are able to execute those stipulated
duties concerning their constitution, activities, superintendence, ete., and
that the Government extends asiistance to commerece and industry as-
sociations and chambers in. their efforts to improve management or
techniques. Firstly, the commerce industry assoeiation is made a special
incorporation whose duty it is to work for general improvement and
development of commerce and industry in the ares and, as a rule,
only one association is admitted in a village or town and no concurrence
with another commerce and industry assoeiation or chamber on the
same site is permitted, with the exception of some cases involving
amalgamation in municipalities,” Any enterpriser who has operated an
office or a workshop in an avea for the duration of more than half a
yvéar may be admitted to the association in the area, while establishment
of an association is formally approved by the governor provided thai
more than half of those eligible enterprisers in the area join it,

.- The activities of the association' include such items as advice and
guidance on problems of trade and industry, collection and presentation
of various study materials as well as information, opening of lecturs
meetings and study classes, publication of the association’s own opinion
at need, veporting and proposal to the administrative ageney, vicarious
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- execution of business matters at the regquest of enterpri

e . 5 prises, ete. The as-
sociation is democratically operated by the general meeting 1'epresent:-
tives’ meeting, s well as by the staff. ’

Secondly, mention must be made of the subsidies granted to com-
merce and industry associations or chambers for the improvement and
advancement of management or technique of lesser enterprises. The
Government makes a point of applying indirect subsidization: that is
it covers part of the subsidies issued from prefectures for that'Purposc’
and in fiscal 1960, a total of ¥390 million was appropriated in the natjonal
budget for petty enterprise subsidy, intended to cover 50 per cent of
them. With this appropriation it has been so arranged that 2,451 ad-
vising officials are dispatched to commerce and industry associations and
chambers to engage in the active guidance of smaller as well as petty
enterprises throughout the nation. It is expected that in the next fscal
years, 4,317 advisors will be stationed, in the ratio of one official to every
700 lesser enterprisers.



PRODUCTION STRUCTURE OF SMALLER INDUSTRIES
I

Fiber Industries

1. Cotlon Spinni_ng and Weaving

1) Devel_opméﬁt of Cotlon Spinning and Weaving Industry

The history of the cotton industry in Japan dates back to very olden,
times. One version says that cottonseeds were imported into J apan from
abroad during the period of Fifteen Hundred, and thit they came to bhe
cultivated widely later. And as the use of raw cotton is boptilarized, the
the eultivation of such fiber plants as hemp, paper-mulberry, “cho” (a
kind of hemp) and arrowroots declined; these plants used to be the fiber
supply source to weave fabries used by commeon people, but raw cotton
took their places. '

In the very begiming, the cotton industry was started as a side busi-
ness of farmers. The cultivation of raw cotton, hand spinning thereof
and then the weaving of cotton fabrics were carried out within the
same farming household. It was during and after the middle of the
Tokugawa Shogunaie regime, when the merchandise-economy had devel-
oped to some extent, that these three stages of production process came
to be operated by a. division of labor,

As the demand for raw cotton increased, there appeared men who
would buy all the raw eotton cultivated by farmers in the cotton growing
villages. - They were the brokers known as “Men-kai” (cotton buver)
who monopolized the raw cotton supply of growers to .distribute it to
spinning farmers in order to obtain cotton yarn. Furthermore, “Men-
kai"” furnished loom-operating farmers with either raw cotton or cotton
yarn to make them weave cotton fabrics. It was under such circumst-

ances that wages-earning spinning and weaving farmers have come into
the existence, :

There was no substantial change in gueh relationshins between the
brokers and growers (as well as between the former and shinners and
‘weavers) even after the Tokugawa Shogunate regime ended, and is suc-
ceded by the Imperial regime of Meiji (1868), 'at least in the early stage
of the new era. TFarmers continued to grow raw cotton. gpin yarns, and
weave cotton fabrics with their primitive looms for the brokera.

- In the third vear of the Keio Era (1867), however, the feudal govern-
- ment of Kagoshima inaugurated the cotton spinning industry. In the
third year or the Meiii Era (1870). the Sakai cotton spinning mill, a
hranch factory of the Kagoshima mill, was opened to business. And in
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the fifth year of the Meiji Eva (1872), moreover, the Taki
mill was established in Tokyo. » the Takinogawa cotton

With the rise of these modern cotton spinning mills, farmers’
hand spun cotton yarn was no longer wanted. In or about the 20th year
of the Metji Era (1887), farmers were entirely shut out of the raw ma.
terial market. .

As regards the cotton weaving, the production by power loo 1
rose in or around the 20th year of the Meiji Era, folIow?ng'the eszcg?)l?sic:
ment of such companies as the Kyoto Menshi Orimono, Osaka Shokufu
Onagigawa Mempu, Kanakin Seishoku and so forth, ’

In the cotton weaving, however, mechanized large scale industry
was not realized all of a sudden, as in the case of the cotton spinning in-
dustry. - Large factories had their strong point in the production of white
cotton and sheetings, but hand operated looms of clden times continued
to hold their own in the weaving of striped cotton. Consequently, the
homecraft industry continued to prevail for a long time as part of Japan’s
agricultural economy. :

Japan’s cotton spinning and weaving industry made a sudden de-
velopment in or around the 20th year of the Meiji Era (1887) and there-
after, thanks largely to the protective policy followed by the Meiji
government, -

The three pioneer spinning. mills which were referred to previously
had made-in-England spinning machines installed. Nevertheless, the
production techniques of the factory hands were of primitive level, and
the combined total number of spindles was approximately 6,000. It was
utterly out of the gunestion to match the cotton industry of the advanced
capifalist nations abroad in those days, The Japanese import of cotton
goods, therefore, kept on increasing enormously. - During the first
several years of the Meiji Era (1868-1912), cotton goods always con-
stituted one-third of the total imports into Japan.

The Japanese Government of Meiji, consequently, decided to take
a policy to proteet Japan’s cotton industry in or about the 10th year of
Meiji Era (1877) primarily for the purpose of discouraging.the cotton
goods imports. o :

~ . In ‘1878, the Government imported two units of cotton spinning-
machinery of 2,000 spindles each from England to establish government-
operated model spinning mills in Aichi and Hirvoshima Prefectures, which.
were. the cotton growing centers at that time,

_In 1879, moreover, the Government imported 10 units of 2,000~
spindles spinning machinery fo re-sell them fo private enterprises on
special terms of 10-year installment payments without interest, in addi-
tion to financing private mills in their import of spinning machinery.

On the strength of such protective measures, the Japanese domestic
cotton yarn output became larger than the import for the first time in
1880, The_ Japanese export of cotton yarn was 43 per cent of the import
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in 1895 but it amounted to 264 per cent of the import in 1897; that is,
Japan imported 53,000 bales and exported 14,000 hales. -Thus Japan
turned from a coiton yarn importing nation into an exporting nation.
During this time, the number of mill hands also increased, from 1,362
jin 1882 to 84,832 in 1899. g .

In the cotton weaving industry, the domestic production amounted
to 185 per cent of the import in 1885. In 1809, moreaver, the export
began to exceed the import. And Japan developed into a cotton textile
exporting nation from a cotton yarn exporting nation.

Japan’s cotton spinning and weaving industry had shown such a
remarkable development with the 20th year of the Meiji Era (1887) as
a turning point. Incidentally, however, it represented the concentration
of capital by major enterprisers. Such concentration were carried out
during the depression that followed the Sino-Japaness War (1894-5) and
it was further accelerated after the Russo-Japanese War (1904-5).

Speaking mainly of the cotton spinning industry, the Mie Boseki
absorbed Ise Chuo Boseki in 1896; and it was the beginning of active
amalgamation. by major spinning companies with smaller ones. The
number of companies, after it reached the peak of 76 in 1900, began
decreasing steadily until it fell off to 84 or less than one-half in 1911,

In 1913, moreover, the seven major companies including Kanega-
fuchi, Osaka, Mie, Settsu, Amagasaki, Fuji Gassed and Qsaka CGodo
boasted of having the paid capital which corresponded to 57.7 per cent
-of the combined total paid up capital of 44 member companies, and they
operated 58.7 per cent of the combined total number of spindles.  The
monopolistic control by major companies of Japan's cotton spinning in-
dustry wag thus established. _ ' -

In 1914, moreover, the Osaka and Mie were amalgamated into the
Toyo Boseki, while Amagasaki and Settsu were amalgamated into the
Dai Nippon Spinning in 1918. The seven major spinning companies
were boiled down to the five major companies. C

Such amalgamations and absorptions among the cotton spinning com-
panies were carried out after World War I as well.. A large number of
medium and small sized cotton spinning mills, which were promoted dur-
ing the war boom period, were badly affected when the reaction set in
after the war; many of them were therefore purchased by major cotton
spinning .companies, incidentally it accelerating the concentration of
Targer. capital. o ' . '

While the cotton spinning industry went on developing its monopolis-
tic characteristics as outlined above, the cotton weaving industry—which
had continued operating for years as a peculiar ‘industry of the nation
—witnessed a gradual wane of its trait of being an agrarian side busi-
ness for earning wages, during the hoom years that followed the Russo-
Japanese War and World War 1, in part affected by the development of
overseas markets. Large scale modern management of weaving mills
took place in the erstwhile handicraft management. :
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During the years of 1915 to 1916, electric power became available
in a wider area with a result that power driven weaving machines came
1o be installed at medium-and small-sized factories, it facilitating the
transition from the hand-weaving to machinery weaving industry.

. These smaller weaving enterprises, in spite of the fact that they have
installed power-driven looms, were not free from the control of mono-
‘polistic major cotton spinning enterprises. They came to be affliated
with these major enterprises in the end,

Depression set in after World War 1, accompanied by the export in-
activity, and the cotton weaving industry was badly affected, it giving
rise to serious problems affecting smaller industries.

During the 12 year period from World War I to the ontbreak of the
Manchurian Incident, Japan’s cotton spinning and weaving induostry ex-
perienced hard times continuously. So much so that the 9th series of
agreement-curtailment of the production was put into practice in the
spring of 1920. As the financial panic broke out in April, 1927 the in-
-dustry had to carry out the 10th series of production eurtailment. The
output went on decreasing steadily.

. During this time, however, the readjustment of smaller enterprises
of weak financial foundation progressed, in the form of merger. On the
-other hand, new machinery of higher efficiency was installed to replace
-obsolete units. : :

It is especially worthy of note that Japanese spinning mills began
producing higher counts of varn, instead of concentrating on lower counts
‘them. In-addition, they also began operating fabric weaving and dyeing
in addition to spinning. "And the six major companies inclusive of Toyo
Spinning, Dai Nippon Spinning, Kanegafuchi Spinning, Fuji Spinning,
Nisshin Cotton Spinning and Kurashiki Spinning came to own approxi-
mately oneé half of the combined total number of spindies of Japan.

Similar development was witnessed in the cotton weaving industry
as well. Tt made a spectacular development with World War I as a turn-
ing point, and it also suffered a severe setback in the postwar depression
and the finanecial panic. The industrial readjustment was ievitable also.

The readjustment was carried ouf not only among major enterprises
but also among smaller enterprises. The Menkoren (Japan Cotton &
Staple Weavers Association) was organized in 1928 to carry out the pro-
duction control as well as the inspection of products.

While large cotton spinning companies coneurrently operating weav-
ing enterprise endeavored to improve their production tec_hguqugs by
‘having automatic looms installed, smaller enterprises specializing in the
weaving were obliged to hold their own by means of low wages.

As the international situation turned for the bet‘ter,. eventually 1e§1d-
ing to the outbreak of World War II, the cotton spinning and weaving
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industry was placed under a severe wprtime contyol in earn_est._ Looms
were scrapped according to the wartime enterprises consolidation pro-
gram, while fiber factories were either closed 01"ama1gamated. The
number of looms in Japan amounted to 356,000._umts before the enter-
prises consolidation program was put into pragtme; at the c]ose. of the
war, the number had dwindled to about one-third or 121,000 units.

In the wake of World War II, there were the so-called ten major cot-
ton spinning and weaving compauies surving the severe wartime control.
They were: Tokyo Spinning, Dai Nippon Spinning, Kurashiki Spinning,
Daiwa Spinning, Shikishima Spinning, Kanegafuchi Spinning, Fuji Spin-
ning, Nitto Spinning, Nsshin Cotton Spinning and Kureha Spinning. In -
1947, a memorandum was made public by the General Headquarters,
SCAP, divecting that the restoration of Japanese cotton spinning indus-
try to the extent of 400,000 spindles would be approved. As the resul,
25 “new” companies came info existence,

In June 1951, moreover, the General Headquarters, SCAP lifted all
the restrictions pertaining to the cotton industrial equipment in Japan.
Inecidentally there was the Xorean War to stimulate Japan’s business ac-
tivities. And a total of 94 so-called “new-new” companies were pro-
moted. :

These “new"” and “new-new’” companies were called the “smaller”
enterprises in relation to the aforementioned 10 major companies. For
one thing, the major companies operated 70,000 spindles per mill on the
average whereas the “smaller” companies had 40,000 spindles per mill
and “new-new” mills, 10,000 spindles. Thus a remarkable difference has
come into existence between the major and smaller enterprises in their
scale of structural eomposition. .

Competition among these ten major enterprises then gave rise to
a new trend of bringing small-and medium-sized mills into their respec-
tive spheres of influence through -affiliation, in the manmer of making
them either subsidiaries or plain branch mills. '

Similar trend was also witnessed among the weaving mills. The align-
ment of smaller weaving mills into the system of major enterprises start-
. ed already in 1938 when the export link system was enforced as part of
the wartime control program. In postwar years, the B.S. confract sys-
tem was put into praetice in 1948 to take the place of the state-owned
cotton processing system: under the new system, the U.S. cotton was
allocated to export fabric weavers. Cotton weavers were thus placed
under the control of the spinners, to be engaged in piecework. And. this
trend of alignment became all the more conspicnouns' during the depres-
- sion that followed the termination of the Korean War.

- Such synthetic fibers as nylon and vinylon came to be manufactured
on industrial basiy in 1949, and furthermore, they came to be produced
on mass-production basis' by large cotton spinning and chemical fiber
enterprigses in and after 1953. The synthetic fibers have thus become a
formidable rival of cotton, silk and rayon filament. : :

As for synthetic fiber manufacturers, they realized that it was neces-
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sary not only to produce and sell the raw material an : :

to turn out finished products in one integrated proecess ig gﬁ;gf tgl]f}ecﬂf'g
ihe market in competition with the existing fibers, such as cotton, silk
-and rayon. Consequently, they have come to embrace small and medinm
enterprises in various stages, such as weaving, dyeing, and sewing, with-
in their system. ' ,

There were, therefore, not many small and medium enterprises that
carry on weaving on their own; they inereasingly came to be operating
under contracts with cotton spinning companies, '

What is the outstanding situation of Japan’s cotton spinning and

wezé-ying industry then? That will be the subject for review in the next
section: .

2) Production Structure of Cotton Spinning and Weaving Industry
1. Cotton Spinning

Statistical returns for the fiscal year 1958-59 shows that there were
145 cotton spinning companies which maintained 9,019,000 spindles that
were in workable condition, and that they had 72,000 persons (12,000
males and 60,000 females) on their payroll. Their combined total pro-
duction was 904 million 1bs., 50 per cent of which was produced by the
ten major enterprises.

The raw cotton consumed amouned to 1,000 million lbs., of which al-
most the entire supply was imported from abroad. Moreover, half of the
imported raw cotton came from the United States. A general trend in
the worldwide raw cotton market was that the quotation was on the dec-
line, but the U.8. cotton alone was supported at a relatively higher level
than others. In view of the Japanese cotton industry’s heavy dependence
upon the supply of American eotton, this was a problem. - '

The cotton yari output showed a tendency to exceed the demand,
The surpluses of cotton yarn and fabrics piled up, in spite of the fact
that the Ministry of International Trade and Industry effected the pro-
“duetion readjustment measures in September 1957. The inventories on
hand amounted to a postwar new high of 62 million lbs. in March 1958.
In order to deal with such a situation, the Ministry advised the industry
to carry out the curtailment of production for the third time since the
war, by sealing 30 per cent of the productive equipment at a uniform
rate, The colton spinning machines thus sealed amounted to 2,600,000
to 2,700,000 in terms of spindles,

The Japanese export of .cotton produets is on the wane. It is a gen-
eral trend throughout the world that the export trade in cotton goods is
shrinking due in part to the postwar development of this industry in the
less advanced countries. The rise of the cotton industry in Communist
China and India is particularly noteworthy. Inevitably Japan's cotton
textile export trade ean not stay free from the effect of sueh changes in

. the world situation. The fiscal 1958-59 export of cotton yarn dropped to
22 million Ibs. The destination included Hong Kong, Indonesia, Burma,
‘Thailand, East Germany, South Vietnam and Pakistan. ~ As for the
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variety, the export of yarns. of higher counts was larger than that of
lower count yarns., o o .

2. Cotton and Rayon Staple Weaving Industry

Japanese cotton and rayon staple textiles ean be classified into two
kinds, viz., “wide” and “narrow” widths. Enshu, Chita, Ser_lshu and Ban-
shu are the prinecipal production centers.

“Wide” fabries are produced under contracts with either spinning
companies or trading houses mainly for export, and brpad fabric weavers
operate onl a larger scale than weavers of narrow fabrics in their factory
structure. :

As shown in Table 1, there were 9,644 enterprises as of February
1959 where they had 316,099 units of looms installed. Seen from the
angle of mill hands, factories employing less than 30 persons numbered
7,303 or 82 per cent of the combined total number of enterpriges. The
number of factories employing more than 300 persons was 100 or a bare
one per cent. - Seen in the light of the number of looms owned, the for-
mer had 71,119 units or 28 per cent while the latter had 58,454 units or
25 per cent, ' '

As for the narvow fabries which are produced mainly for domestic
consumption, there were 5,370 enterprises possessing 86,973 looms. The
number of enterprises that employ less than 30 persons was 4,743 or 87
per cent while the number of enterprises emiploying more than 300 per-
sons was only 0.2 per cent of the total. ' :

In the case of narrow fabric weaving, there are an overwhelming
number of enterprises which are operated in the manner of an agrarian
side business in an extremely small scale.) . As seen in the light of the
number of looms owned, the former had 41,416 units or 48 per cent while
.the latter possessed 5,903 units or six per cent. ‘

As it may be seen by the foregoing description, the cotton and rayon
staple weaving industry is run almost entirely by smaller enterprises.
It is mainly by major enterprises that both spinning and weaving are
operated in-this field, the largest of them being the ten major cotton
spinning  companies. Smaller enterprises almost entirely specialize in
weaving. : ' _ : :

. The yearly production in 1958 (See Table 2) reveals that the cotton
textiles amounted to 8,133 million square yards, rayon staple fabrics, 1,203
million square yards. Both of these production figures are smaller than
those of the preceding year. Of these totals, cotton textile exports
amounted to 1,888 million square yards while that of rayon staple fabrics,
681 ‘million square yards. The combined total exports of cotton and
rayon staple fabrics for 1958 were less than those of the preceding year
by approximately 800 million square vards, ' '

- In spite of such a decrease, '.the‘Japanes‘e export of cotton textiles
was by far larger than that of India, the United States and the United
Kingdom, and thus continued to be at the top of world cotton fabrics
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exporting nations. Not only that, the Ja
able trend of selling more fabrics of hi
procgssing. In the 'J apanese export to the United States, much is expect-
ed of better trade in the future in sequence to the prospective business
recovery of that natipn. During this time, arrangements are being made
for Japanese processing of raw cotton for Burma, and also the inclusion
of cotton textiles among items of reparations in kind to Indonesia. Such

being the situation, the long range outlook of the Japanese cotton indus-
try seems brighter.

In contrast, the domestic situation is far from encouraging. The
financial stringency policy taken by the Government in 1957 as a turn-
ing point, there was a general decrease in the consumer demand, the
subsequent depression of the market, and the accumulation of stock on
hand, on top of the decrease in the export. The domestic market quota-
tions of cotton and rayon staple fabrics declined to aggravate the opera-
tion cost accounts, The situation was so bad about June 1958 that the

market prices of finished products were lower than the prices of raw
materials, '

There has been an improvement of the market situation in re-
cent months, and yet the “below-cost” production is being carried on, 80
that & number of smaller weavers either went bankrupt or got out of
business.

The current question at issue is how to cover the diminishing re-
turns in the profit account of the enterprises, in the face of the recent
low level of the market quotations of finished produets. The sub-con-

tract production by smaller weavers has thus shown a steady increase as
seen in Table 3,

The Men- Sufu Koren which is a national organization of cotton and
rayon staple weavers is at present endeavoring to carry out restrictions
on the installation of new equipment as well as the production guantity
. in order to eliminate excessive competition among the fellow-weavers
thereby to prevent a further decline of the market quotations. The Men-
Sufu Koren enforced the sealing of wide fabrics weaving looms by 20
per cent during fiscal 1957 by agreement among the weavers at their
free will, although the measure was based on the Smaller Industries
Stabilization Law. It was soon found, however, that this spontaneous
measure of restrictions on the part of the weavers was not effective
enough to produce any immediate favorable effects upon the market
toward its stabilization. Consequently, more rigid restrictions were en-
foreed in April 1958 by virtne of the Smaller Industries Oljgamzatlon
Law. In 1959, excess looms numbering 31,000 units were disposed of.

Q

3. Cotton Spinning and Weaving Techniques

banese exports revealed a favor-
gher grade as well ag of advanced

- The cotton spinning and weaving industry consists of two depart
ments of spinning_and weaving, '

- The ‘spinn_'ing department undertakes the mgmufacturing of cotton
yarn from raw cotton through the following different stages of pro-
cessing : : _ i
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Mixing and whipping process: the raw material, that is:, raw cot-
" ton, is processed by the mixing and shipping machine to clean it oﬁ dusts,
as well as to be thoroughly mixed. The raw cotton thus treated is call-
ed lap. : .

' Carding process: the lap is fed to the carding machine to make the
fibers turn in the same dirvection into slivers. _

Drawing process: here the curling slivers are stretched and then
thickness of each sliver is made even. Moreover ,the sliver is elongat-

ed by the drawing frame, _
Roving process: the sliver is further elongated into t}}inner roving
and then twisted to prepare it for the next process of spinning. -

Spinning process: this is the final stage of yarn production process
in which the roving is further elongated into the required thickness of
single yarn of even quality. -In this spinning process, either one of the
two types of machines, namely the ring spinning frame or the mule
spinning frame, is employed. In Japan, the ring spinning machine is
used almost exclusively. ‘ i _

Next comes the weaving department where the cotton yarn is woven
into fabries. :

In the preparatory stage known as warp winding, such machines
as warpers and sizing machines are employed to get the warp ready for
the loom. The threads that. run lengthwise (warp) and crosswise
(weft) are then woven into a fabric on the loom. After that some
finishing touches are given. So the cotton fabric is woven from raw

cotton,

In Japan, after the severe depression of 1952, much has been ac- .
complished in the cotton spinning division to better business managa-
ment, including the shortening of the production procedure, automa-
tion, speed-up of operation, and larger packaging. If is especially
worthy of note that the roving process has been omitted entirely fol-
Towing the introduction of the super-high-drought spinning frames; the
spinning process is started direetly with the slivers of the drawing pro-
CEss, ' g ' .

Such technical innovation, however, requires a large amount of
equipment investments. The super-high draught spinning frames are
. used only at the ten major companies. Smaller industries such as the
so-called “new” and “new-new” enterprises are too busy to enlarge their
production capacity to look after such costly technical improvement. As
the result, there has developed 2 marked trend in which the ten major
companies cancentrate on the production of high count yarns while the
smaller enterprises produce mainly heavy varns. - : o

. In'the cotton weaving industry, ag it has been mentioned previously,
it was mainly the major enterprises that run concurrently the weaving

and spinning business; whereas. smaller enterprises almost exclusively
specialized in the weaving of cotton and rayon staple fabrics. Further-
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more, 87 per cent of these smaller e
employing less than 30 persons,

_ Between these two groups of enterprises— one engaged in weav-
ing and spinning concurrently and the other specializing in the weaving
only — there is-a great difference in technical standards.

nterprises were operated by mills

In the case of spinning — weaving enterprises, most of the millg are
equipped with more than 100 looms. In the case of the ten major com-
panies, 80 per cent of their milly are equipped with than 500 looms each.
On the other hand, hardly four per cent of the enterprises specializing in
weaving are equipped with more than 100 looms, Furthermore, there

are.still mills where treadle-looms are operated, although their number
is small. '

A study on productivity finds that large scale factories, as mostly
old in their business history, have some superannuated looms. But they
have effected repairs and modernization of these looms and therefore
both aperative accuracy and efficiency have been improved. In contrast,
small scale factories have obtained their looms mostly after the war.
Some of these were used (second-hand) sets while others were obsolete,
the present users cannot afford to modernize, and therefore, these looms
are often low in their accuracy as well as in efficiency.

Some of the smaller faciories are unable to carry out the integral
operation of the entire process of the preparatory, weaving and finish-
ing stages of work at their own factories; they depend on other factories
to do the preparatory and finishing jobs. Noteworthy is the fact that
very few of these factories are equipped with such important mechanical
equipment as sizing and warp winding machines. This is partly due to
- the fact that it is not advantageous for smaller enterprises to possess
these mechanical units.  Nevertheless, it is true that the absence of such
equipment affects the efficiency. of minor enterprises adversely, thereby
pushing production costs higher: ' '

_ In the face of such a situation, the Japanese Government has taken
measures to facilitate the modernization of mechanical machinery and
equipment of smaller enterprises by granting subsidies. .

During fiseal 1956, such subsidies were granted to 2,200 looms and
some preparatory units such as pirn winding (spooling) machines.a}xd
high speed sizing machines. In the fiscal 1957-58, moreover, sub51d1§s
were granted to 1,800 looms and some preparatory machines f01_' their
modernization,  Nevertheless, the subsidies were not sufficient; it gnly
increased the finaneial burden on the part of these sma]ler enterprises.
Consequently, not much has been sccomplished in the improvement of
industrial facilities, in spite of the fact that they are pressed by the
urgent need to modernize their obsolete machines and equipment,

4. Trends for the Future

Tt is recalled that the cotton industry in Jz}pan de.veloped early gmd
rapidly to become one of the largest modern industries of the nation. -
This is one of the few industrial enterprises of Japan which may compete
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advantageously with the toughest rivals of the world in point of techni-
cal standards. The Japanese cotton industry, however, has problems of
its own. '

Fil“St, there is the synthetic fiber industry which has made a re-
markable development to such an extent as to affect the progress of
the cotton industry.

Japan's cotton industry realized its golden age in or about 1935. Its
exports surpassed those of raw silk and silk goods. Buf. chemical fiber
products (rayon and rayon staple) were already vising as Japan’s new
champion in the export trade. :

In the postwar years, the synthetic fiber industry (which represents
the technical innovation of Japan today) has made so spectacular a
development that the cotton industry is about to be dethroned from
the position of the representative textile industry of the nation.

- Considering the boundless growth potentialities of synthetic fibers
and the limited mechanical and possibilities of cost-down, it alveady
seems to be an established fact that the advent of synthetic fibers has
overshadowed the prospects of the cotton industry.

Second, there is the question of employment. Today there exists a
big . difference in ‘the amount of wages between large spinning-weav-
ing plants and smaller enterprises; the wages paid by the latter is less
than one half of what is paid by the former. It is a natural course of
events that mill hands go to larger enterprises who pay better, while
smaller enterprises specializing in weaving experience great difficulties in
obtaining workers. '

The Japanese Government endeavors to eliminate this wage disparity
by enacling such legislative measures as the minimum wage system and
the retirement allowance mutual aid law. Meanwhile smaller enter-

prises have also Tealized that they ean no longer carry on-with the low
wages that they have so far paid.

Table 1: Number of Enterprises and Looms by Scale
" (As of Februacy 16, 1959)

o .. Wide ' fabric weoving _Narrow* fabric weoving
; Seale Mo, of - Ne. of looms No. of No. of looms

enterprises - cnlerprises

Under 4 looms ........ 2,774 G, 827 - 1,489 : 4,079
5— 19 .. 43,088 2,803 . 26,621
20— 29 21,208 - 451 10,716
30— 39 15,077 : 217 ) 7,335
40— 49 13,365 C 111 4,916
50-- 99 34,775 - 192 . 12,871
100—199 34,474 82 10, 808
200299 26, G30 10 : 2,159
300—499 29,981 B 2,718
500999 . 15,199 5 ©3,184
1,000 & upward..... \ ) 75,425 ) 2 565

TOTAL 316, 000 5,370 _

Source: Year DBock on Cottan and Rayon Stanle Statistics, -
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Table 2: Output and Delivery of Cotton and Rayon Staple Fabries
(Unit: 1,000 square vards)

. _ Detivery 7_
. _Pro:‘iuchon o ‘gxpnft.s o Domeshc ‘consumption
Year “Caton Rayen sluple Cottan Rayon staple Cotton Rayon stupie
oS fabees | febries 0 Cdabricy  fobries fabries
1955, v 3 000 720 . F()g 1{8 1, 665, 277 441, 103 l 435 Q(HA‘“BVG&T&:}:[" o
1956....,. 3,463, 757‘ 1, 002, 849 1, 822, 433 30, 827 1,673, 942 451, 180
1957, ..... 3,814, 606G 1. 234, 264 2,213,703 751, 476 1,668, 708 482,137
1968, ..., 3,133,875 1,023,505 1 b&& 912 681 830 1, 411 44(1 400, 539

Source. Year Book on Cotton Rmon Staple Slatmms

Table 3: Production by Specialized Weavers under Sub-Contracts
' (Unit: 1,000 square yards)

1955 1956 1957 1958

Cofton Fabrics . T

Ouput oo vvitsininiae e innen. 2,063, 762 2,452,078 2,724,167 2,261,005

Output under bub-t.ontr'lctb ..... 1,008,366 1,256,805 1,562,734 1,167,975

Ditto, ratio (88)..v.viersvenn... 48,4 51,4 57.3 51,6
Rayon Staple Fabries

L T 674,500 875,119 1,102, 206 941,660

Output under sub- contracts. ... .. 383, 722 518, 470 662, 515 556, 545

Ditto, ratio (%) cvveviveenan... 56. 9 54, 2 60. 1 59,1
Other Fabrics

L8 [T 1 R 145, 503 187,063 202,732 103, 246

Output under sub. Lomles. eees G6, 246 85,770 103, 806 o1}, 740

Ditto, tatio (%) vivrnvervnnnnn.. 45.5 45.9 51,1 51,6
Totals .

Total outpUE . v veers e isiinnannn 20834,857 3,514,235 4,020,194 3,305,555

Total output under :,ub -contracts, L, 438, 364 1, 861, 153 2,329,055 1,824, 224

Ditto, ratie (%) ...vvvvuennnn.. 50. G 53,1 57.8 53.7

Source: Year Book on Cotton and Raven Staple Statistics.

2. Silk Weaving Industry
1) De*nelojnnent of Silk Wewving Industry

Japan’s silk weaving. industr y has a history of two thousand years.
3t is, however, during the middle of and after the Tokugawa Shogunate.
perlod that sillc fabries came to be qctwely woven as merchandise. Pre-
vious to that period, silk fabric weaving was popularized all over the
nation either as a handicraft cottage industry in cities or as homecraft
undertaking of agrarian families.

In the eariy part of the Tokugawa Shogunate regime, the kinds of
Iabrics that low class semurad, farmers, industrial and commercial people
were allowed to wear were Imuted to “tsumugi” silk, cotton fabric and
hemp.  Silk- fabrics of higher grades were used only by upper class
somurai. - And-the hlgh grade gilk fabrics thus used by these high class
samurai who gathered in old Edo (Tokyo) were qupphed by weavers of
'Nishijin, the production center of Kyoto, in a monopolistic manner,
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As for the “tsumugi” silk fabrics, cotton and hemp goods which were
in great demand among the middle and low class samurai who lived in
castle towns, as well .as among merchant classes were supplied by local
farmers, and the farmers produced fabrics for their own use as well,

: The weavers of Nishijin, econsequently, used to operate advanced

looms to weave fabries known as “twill weaves” -and ‘‘plain weaves” of
high grade even before the Tokugawa Shogunate regime was founded in
1603; they were doing fine as city handicraft industry. In contrast,
farmers’ silk weaving as side business was carried out with primitive
looms known as “izari-bata” (erippled loom) without any progress in
their status beyond the pale of an agrarian homeeraft industry,

As the time went on, however, these local weavers learned the ad-
-vanced technigues of the Nishijin weavers. In fact, they made a sudden
development ahout the middle of the Tokugawa Shogunate regime to
reach a wider market within the country; the shabby homecraft enter-
prise was thus reorganized into an agrarian silk weaving industry.

Especially remarkable was the development of such weaving centers
as Tango, Nagahama, Gifu, Ashikaga, Isezaki, Hachioji, Chichibu and
Kawamata. The rise of such agrarian silk wedving enterprises even-
tually spelled the wane of Nishijin weavers who had long enjoyed the
meonopolistic position in Japan’s gilk weaving industry.

What, then, about the silk reeling industry which furnished the
weavers with their raw material, the raw ailk?

Before the dawn of the Meiji Era (1868-1912), raw silk was pro-
duced entirely by the time-honored but primitive “zaguri” {(seated reel-
ing) method. Thanks to the special efforts of the Meiji government to
?)sie; the silk industry, the mechanized reeling was intfoduced for the
irst time. : : :

- First, the Meiji government established a number of model filatures,
such as Maebashi Seishijo, Onogumi Saishiba, Tomioka Seishijo and Kan-
koryo Seishijo. Among other filatures, Tomioka Seishijo was operated
under the direct management. of the Government. It was established in
June 1872 and was operated with 300 kettles and more than 210 reeling
- women. Moreover, these women were limited mainly to daughters
of the semurai class. The silk reeling machines were imported from
France and were operated according to the French system. ‘

Some time later, more private owned filatures were established one
after apother. The old style “zaguri” reeling was then replaced by the
“mgch_amzed regling from the end of the twenties to the early part of the

- thirties of Meiji Era (or in the latter part of the 1890s).

- According to the statistical returns of the Department of Agricul-
Eure ”apd Commer_ce, the machine reeling. output amounted to- 330,000
kan” in 1889 and 580,000 “kan” in 1898 (one “kan” equals to 8.26 lbs.).
On the other hand, the “zaguri” reeling output amounted to 520,000 “kan”
111_1889 ar}d 640,000 “kan’ in 1893. .The following year (1894), the ma-
.chme.reehng output surpassed that of the hand reeling. As the result,
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hand filatures either dropped off or were engaged in the production of
low grade raw silk of special types by utilizing pierced cocoons,

In the domain of silk weaving, advanced twil) weaving machines
such as Jacquard machines and batten looms, were imported into Ja:-
pan from France and Australia in 1873, Since they were exhibited at
the First Industrial Exhibition held in 1877, these new weaving machines
came into a wider use in different parts of the country.

- In 1887, Nihon Orimono Kabushiki Kaisha was established, and it
began operating power looms imported from the United States and. Swit-
zerland, but the number of factories adopting power looms was still limit-
ed  until the turn of the present century. They were satisfied with the.
use of Jacquard and batten looms. For one thing, silk weavers in gen-.
eral as well as farmer weavers were so impoverished in the depression
that followed the financial stringency poliey of the Meiji government of
1881, they could not afford to buy even batten looms. Many of them
came under the control of wholesalers to become wage earners,

Power looms suddenly came into a wider use amidst the unusual
prosperity that followed the Russo-Japanese War of 1904-5, notably in
and after 1907. This popularity became especially widespread since the
appearance of low-priced domestic power looms.

Power looms in the early stage were operated by either hydraulic or
gas power, but they became electrically driven since they closing period
of the Meiji Era (1868-1912). The electrically operated power looms
were employed not only by major enterprises Lut also by smaller mills,
S0 much so that the number of power looms exceeded that of hand looms.
in 1912. :

It is recalled, however, that Japan’s silk weaving was adversely
 affected by depression that continued for 12 years after World War I up
to the outbreak of the Manchurian Incident.

- Immediately after World War I, the silk reeling industry enjoyed.
good business due to active consumption demand in the United States.
As a postwar depression set in shortly afterward, business was slow for
a while but they enlarged the productive capacity at the beginning of
the Showa Era (1926— ) only to bring about a sharp drop in market
quotations on account of over-production. Japan’s silk reeling industry
then suffered a decisive blow from the worldwide business panic of the
- fourth year of Showa Era (1929),

A series of countermeasures were put into effect to deal with the
depression sinee the beginning of the Showa Era. Teikoku Raw Silk
Warehousing Co., Ltd. was established in 1926. The Third Teikoku Raw
Silk Co., Ltd. was established in 1928. In 1930, moreover, Sanshi Chuo-
kal, a national organization of the sericultural! industry, decided on a
production curtailment. In 1931, thi= society was obliged to take such
a drastic step as to order a temporary suspension of production by all
the silk reeling enterprises of the nation. :

During this time, a large number of enterprises were driven out of
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business. At the same time, however, the depression facilitated the pro-
gress of readjustment to run entelpuses under better management. In
addition, there was also a mar ked improvement in production techniques.

And there was a complete change in the situation after the outbreak
of the Manchurian Incident which eventually developed into World Wal
11, as the wartime system was introduced immediately.

In 1941, the Sericultural Indusiry Control Law was enacted to ex-
ercise contml over the distribution, price, and inspection of production.
As the war pmglessed there was an acute shortage nof only in man-
power but also in raw material supply, and it necessistated the progress
of further business readjustment. In 1943, a wholesale amalgamation of
enterprises was carried ouf, and J ap'm Raw Bilk Mfg. Co.,, Ltd was es-

tablished.

Similar trend was followed also by the sllk weaving industry, but
ihe blow this industry suffered from the postwar reactionary business
slump atter World War I was severer than that experienced by the silk
reeling industry.

In or about 1930, however, the siik weaving industry was on towards
a slow hut gradual recovery, on the strength of better export business,
It is worthy of special mention that the rayon industry began showing a
remarkable progress at about this time to overshadow the development
of the silk weaving Industry, And there was a spectacular 1ncxease in
the production of rayon fabrics.

In 1982, the rayon fabries production amounted to 434 million
squate yards while the silk fabric output wag 826 million square yards;
the rayon weaving industry thus not only caught up with the silk weav-
ing industry but its production even surpassed the latter. :

Along with the remarkable development of the rayon fabric weav-
ing, the number of power looms in operation also recorded a sharp in-
erease. The output of wide-width fabries became ploportlonately larger,
in contrast fo the wane of the obsolete h'md weaving industry, :

Following the outbreak of the Manchurian Inmdent the qxlk weav-
ing mdustly was also subject to the wartime economic c011t101 TUnder
the new regime, smaller silk weavers were quickly forced out of business.

In September 1989, the Japan Export and Import Silk. Fabrics Con-
t101 Corporation was establlshed As a resull, export silk weavers des-
cended to wage earners affiliated wwith powe1ful rayon companies. As
the war situation made a further serious development in 1940, a whole--
sale melger of silk weaving enterprises became imperative a3 a resuit of
the priority given to the wartime production. Still further readjustment
of business was necessistated in 1943 with the result that the number of
looms dwindled to only one-third of the prewar level.

. The war devastation that Japan’s silk weaving industry sﬁﬁ.’med
during World War 11 wag severe. Neveltheless, there wag an immense
demand for fabrics among the nation in the years that followed the ter-
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mination of the war. Both the silk and rayon fabrie industries there-
fore showed a remarkable development in these early postwar years. .

On the strength of .“?lack market” transactions and inflation, small
weavers had an opportunity to make money in a big way. Incidentally,

it gave rise to extremely small enterprises in large numbers in every
weaving centers.

Japan’s business activities were abated a little in and after the so-
called “Dodge Line” administrative policy. But in October of the same
year, the controlled prices system and fabric consumption taxes were
abolished, and it encouraged further increase in the number of looms at
weaving centers.

The postwar weavers were invariably weale in their finaneial foun-
dation, notably in view of the fact that their business was fostered by
the “black market” operations and inflation. When the market price be-
gan falling in and after 1951 due to depression, many of them either
went bankrupt or out of business. Still later, however, the export began
to improve with a result that the production of booth silk and rayon
fabries recorded marked increases inn 1955, Weavers had an opportunity
to recover from the depression that lasted for several years. Especially
remarkable was the rayon fabrie production which by far surpassed the
five-year average of 1932-36, In 1955, it amounted to 770 million square
yards,

2) Production .St?'uctm‘e of Silk Weaving Industry

As it was mentioned previously, the Japanese silk weaving industry
has had a history of 2,000 vears. Even in the modern times, the Japa-
nese production of raw silk has been the largest in the world, and its
export has been also large. In the early part of the Showa Period (1926
_— }, however, the rayon industry rose to produce orginally a crude
substitute of raw silk. And it has made such an impressive development
that the field of productive activities which silk had previously enjoyed
has become dmaller.  Furthermore, the rayon enterprises were inaugu-
rated with enormous capital from the beginning, and rayon filament
yarns came to be produced on a mass production basis. As their quality
improved, rayon filament varns came to be used in a wider fleld of tex-
tile industry. During this time, smaller silk weaving enterprises began
producing rayon fabrics in their new role of becoming the weaving de-
partment, so to speak, of rayon yarn manufacturers. As they bt_egan
weaving rayon fabrics, the mode of production has also been modernized,
e.g. operating iron framed looms instead of old wooden units.

These silk and rayon weavers were scattered in different weaving
centers such as Gumma, Tochigi, Hachioji, Yamagata, Ishikawa, Fukui,
Nishijin and Tango. In 1957, there were 25380 such enterprises of
which 91 per cent were those operating with less than 30 employees.
Extremely small enterprises employing less than three persons amount-
ed to 70 per cent of the combined total, as seen in '_I‘ab]e 1.

The combined total production of silk and rayon fabries in 1958
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amounted to 1,176 million square yards, including 202 million square
yvards of silk fabries and 772 million square yards.for rayon fabrics;
spun silk fabrics amounted to 18 million square yards, rayon staple fah-
ries, 67 million square yards, synthetic fiber fabrics, 81 million square
vards and other fabries, 35 million square yards. . :

Of the foregoing various kinds of fabrics, it is only the synthetic
fiher fabrics that recorded a substantial production increase, in contrast
to the trend shown by other fabrics.

Generally speaking, approximately one halt of the. total production
was carried out wage earning enterprisers and the largest number of such
enterprises were seen in the domain of rayon fabrics weaving industry,
where 60 per cent of the total production was done by wage earners. .

As regards the 1958 exports of silk and rayon fabrics: the total
amounted to $130 miilion, of which $33 millien (85 million square yards)
wag silk fabries; rayon fabries amounted to $66 million (384 million
square yards) ; the second stage products amounted to $30 million (137
million square yards). : S

In the case of silk woven goods, only one-third is exported, the re-
mainder of two-thirds being for the domestic consumption. Habutae
comes to top in the export trade, amounting to 27 per cent of the total ex-
ports, followed by organdie (16 per .cent) and Fuji silk (13 per cent).

The United States is by far the larpest customer of Japan’s silk fab-

ries, taking 80 per cent of the total exports. Others take less than 10

ver cent of the total, In recent years, however, exports to the United

States are subject to certain restrictions resulting from excessive under-

© selling among Japanese commercial houses, - Furthermore, frequent fiue-

tuations of the raw silk prices at home show. a tendency to affect the silk
Tabric trade adversely; the export is on-the decline. '

It is rayon fabrics whose ratio of exports to production is the high-
est; nearly 50 per cent of the output is sold abroad, As regards the
types of fabries popular abroad, they include fujiette, satin, voile, shioze,
and taffeta. It is mainly to Southeast Asian countries and the Middle
and Near East that vayon fabrics are exported. :In recent years, how-
ever, business is' not quite active, ' T ' .

In March 1958, Japan Rayon Textile Export Promotion Co. was or-
‘ganized to. carry out control over production, export and price on three
principal items of rayon products, viz., fujiette, satin and shioze in order
to regulate the manner of transactions, thereby to improve trade.

The production eguipment is the next subject: in 1959, there were
212,000 power looms, 50,000-hand fooms, or a total of 262,000 units.

. In the silk and rayon fabrics industry, it is most strongly required
that the variety of products should be unified and that their quality
should be improved, along with the improvement of productive equip-
ment. " Reflecting such general reguirements, a change from the semi-
wooden looms to iron framed looms has been going on, together with
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the installation of ‘more automatic looms,
being installed in different communities as
tive organizations, o

Thrasher-sizing machines are
Joint enterprises of coopera-

The scrapping of excessive equipment is also carried out as a basie
measure of dealing with the current business inactivity. By virtue of
the Textile Industries Equipment Extraordinary Measures Law promul-
gated in June 1953, the Silk-and Rayon Fabrics Industrial Readjustment
Federation of Japan started to scrap 33,000 excessive units. During
fiscal 1956, a total of 4,300 units (in terms of wide fabric weaving looms)
were to be scrapped; 5,000 units in 1957 and 15,000 units in 1918,

On the other hand, some restrictions were exercised on the new in-
staliment of lcooms by virtue of the MITI (Ministry of International
Trade and Industry) ordihance of April 1958 in Japan's silk and Yayon
fabries weaving industry. Moreover, in September of the same year,
regulations pertaining to the new installation of looms were worked out
by virtue of the Smaller Industries Associations Law, with a result that
"~ weavers were prohibited to expand theiy productive capacity.

The disposal- of excessive looms is designed to prevent the further
decline of the market quotations of products and thereby account for
the recovery of business. On the other hand, theve is the system of grant-
ing subsidies to industrial modernization efforts. It is expected that
these two measures may contribute materially towards stabilization of
the silk and rayon fabrics weaving industry.

3) Trends in the Future

- Over-production is always said to be the fundamental cause of Dbusi-
ness inactivities in Japan’s silk and ravon fabrics manufacturing indus-
try.” Consequently, the Silk and Rayon Fabric Industrial Federation of
Japan has inaugurated the organized activities of production readjust-
ment as well as the system of restricting the number of looms by. having
them registered, with a view to stabilizing the market quotation of woven
fabrics. o ' ' :

‘Just recently, however, the rayon filament yarn makers’ production
curtailment has proved a success, with the result that the market quota-
tion of rayon filament yarns has shown a remarkable improvement..
Meanwhile the fabrics market is unable to catch up with the improve-
ment of the yarn market. Weavers,. therefore, find it difficult to carry on
profitable operation of ‘their business.

During this time, the stock on hand of three prineipal items of ray-
on fabrics-is inereasing at the Japan Rayon Fabrics Export Promoty:m
Corporation which is the sole agency to purchase the entire production
of export rayon fabrics. ‘The increase of stock has inevite}bly produeed
. unfavorable effects upon the export, and it by turn has delivered a blow

to smaller weavers. As a measure to deal with such a situation, all par-
ties concerned express the hope that the Government will _talc.e a special
measure, such as export on a long term deferred paymnt basis.
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Another recent trend is that the controlling influence of major ra-
yon filament yarn makers over the smaller weavers has become augment-
ed in such a manner that the major manufacturers list services of these
gsmaller entelpmses within the system of their afﬁhated or subsidiary
enterprises.

Table 1: Numbcf of Enferprises and Employees of Silk and
Rayon Fabric Industry Classified by Scale of Operation

Scafle : No. of enerprises . Nu oF employees
— EEONS s vannansnns Cetrenevaraies C 17,942 : ‘37 :]0
}1— %pe rrreratesareas verreeraan 3,453 . 21, 897
10— 19 iveeraresarrnaenaeras ciin '2,214 ) 29, 893
20— 20 e iieiesrarsaansae . 779 : 18,541 .
30— 49 Caeeeassasinesanaaasarean . b79 21,76k
50— 99 Ceadea e Vedcaerairenes 280 18, 979
100---199 T kbesaseasetenrraaraanrene 85 ) 11, 494
200—249 C heeareastedrianirraneiny ‘e ©17 4,252
300—499 drnrsaereras P s 16 b, 458
500--099 Y 9 7.137
Over 1,000 - o iiiiiiieiiinnanann 1 &
TOTAL. et ainiraanss 25,380 . 17? 622

Source: Census of Manufactures (1957) by Ministry of International dee slﬂf] Illdllblr)

3. Dyeing-and Proces‘;ing

1) Development of Dyeing and Processing Industwy

It has been explained so far that the cotton and silk goods are pro-
dued after gomg through different. stages of processing into finished
products. It is, however, the quality of the end products that determines
the market value of the respecti_va merchandise. Consequently, the dyeing
and processing industry, which gives the finishing touch to the merchan-
- ise, plays a highly important part.in the whole process of production

It is in and after the Meiji Era’ (1868-1912) that imported chemical
dye stuffs have come into use, to take the place of the plant dye ma-
texials. - At the beginning, however, the imported dyestuf’fs were used
onIy in the dyeing of low grade ploducts

After the turn of the present century, however, the dvemg' as an
enterprise. began showing notable development; the scale of enterprise
also prog1essed from that of extremely small domestxc cottape . mdustly
to large capitalistic undertaking.

There appeared a number of factories which- specmhze in machine
prmtmg and also bleaching which is the preparatory course for ‘the dye-
ing, even though their scale of operation was still very small,"and their
productive activities were limited mainly te the processing of material

for the domestm consumptmn They were not prepaled to handle e*{pmt
oods,

Tt ivas .during World War T that ._I a_pan’s clyéing and procéssing in-
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dustry made a spectacular development. The war accounted for a mark-
ed increase in Japanese exports of cotton fabries, Incidentally, it indue-
ed the dyeing mills to handle export goods. ' '

‘Gene‘rally speaking, however, the dyeing and processing enterprise
wag still in the early stage of transition from the cottage industry to the
modern industrial operation of large scale. Their mills were not entirely
mechanized yet. Furthermore, most of the enterprises were run on com-
mission basis for wholesalers whose primary concern was to cut down
the cost. As the dyeing and processing were thus carried out with the
-concentrated efforts directed to the reduction of cost, the end products
were low quality. They were not at all popular anywhere.

Sometimes there appeared some mills where high standards of pro-
cessing techniques were maintained. But their business fluctuated ac-
cording to the seasons; in the absence of a constant flow of work, it was
diffienlt to make it a success as an independent industry. The moderni-
zalion of the dyeing and processing enterprise was a diffcult proposi-
tion under such ecircumstances.

. Japan’s textile products exported in those days had already reached
the international level in quality, and yet there were constant claims
coming from foreign countries in conneetion with dyeing and processing.

It was in the face of such unfortunate development that major cot-
ton spinning companies established the dyeing and processing depart-
ments to do their own work in an integrated proeess, that is, from raw
<otton to yarn, fabric and dyeing., In addition, they also began to em-
ploy the services of some specialized factories maintaining high technieal
standards, to be attached to them exclusively.

After World War I, the belligerent nations, who were unable {o ex-
. port their industrial products during the war years, came back to the
Oriental markets again, headed by the United Kingdom., Consequently
it brought about a substantial decline in Japanese exports of dyed fabries;

The Japanese cotton spinning industry, however, carried out a
Thorough-going readjustment of their enterprises in the early part of the
Showa Era -(1926—  ° ), If coincided with the batterment of the ex-
port trade after the Japanese prohibition of gold export for the second
time, and Japanese cotton fabrics began to be exported in large quanti-
ties again. - Incidentally, it facilitated the active export of Japanese dyed
fabrics, g0 much 30 that the dyed fabrics came to occupy 60 fo even 70
per cent of the total cotion goods exports. Meanwhile the dyeing and
processing of other kinds of fabries, such as rayon staple, silk, rayon,
woolen and hemp ‘goods, became so active that an unprecedented pro-
sperity was temporarily enjoyed by this specific division of industry.

" After World War II broke out, however, the dyeing and pl‘ocessing
industry also shared the fate of the cotton and other textile industries,
The technical progress also came to a stop during the war years.

In the wake of World War II, a three-year program was worked
out to restore Japan’s dyeing and processing industry. The General
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Headquarters, SCAP also directed the cotton industry to export their
products in the finished form as far as posgible; A speedy recovery of
this processing division was consequently brought about. At present,
the dyeing and processing industry has been restored to the level that
p1eva11ed previous to the wartime readjustment of the mdustry carried.
out in 1942. .

2)  Production Structure of Dyeing and P?'ocessi'ng' Industry

What is meant by the term dyeing and processing implies the bleach-
ing, soak dyeing, printing and finishing. This industly was originally
started in the manner of production on order and it is opexated on com-
mission basis even at present.

The Japanese Textile Dyers Assocmtlon reports that the number of
factories in 1958 was 391, as shown in Table 1. Of this total, those
operated by major cotton spinning ecompanies were only 21 in_number,
the remainder being mostly those specializing in dyeing and processing.

Classified according to the scale of enterprise, those under the direct
management of major cotton spinning companies employed more than
300 mill hands, especially in the case of this industry being additionally
run by the ten major cotton spinning compames On the other hand, up
to 50 per cent of those specializing in dyeing -and processing were of
small scale, employing from one to 49 persons.

At the dyeing and processing mills operated by major cotton spin-
ning companies, ag well as at large factories specializing in this parti-
cular line of business, their work is concentrated on the dyeing of cotton,
rayon staple and synthetic fiber fabrics.” On the other hand, smaller fac-
tories took charpge of the dyeing and processing of all kinds.of fabries.
But a recent trend at factories operated by cotton spinning companies
is:that they concentrate more on tentering' and hleaching which can be
carried out on mass-production. ba31s, in view of the fact that individual
order-lots have become smaller, since more comphcated patterns. and _
prmt.mgs have come to be reguired.

The yearlv amount of work done in 1958 by the dyemg and process-
ing was 4,430 million square yards, including 2,500 million square yards
for the export.and 1,930 million square yards for domestic consumption.

Classified according to the kinds of fabrms, the dyeing and process-
ing. of cotfon goods were ove1whelmmg1v large, followed by that of ra-
yon staple, rayon and- silk fabries. - (See ‘Table 2) :

In recent vears, however, work that involves stlll hlg‘ner standards-
- of techniques is increasing, e.g., the resin treatment of such items known
as sunforized and “Everglaze” fabrics, silket processing, etc. There has

been a great 1mprovement in the dyeing so that the co]ors are fast, and
the finish is bette1

3) Techmques of Dyeing and Processing Indmt?y
" The dyemg and proaessmg mdustrv of Japan originates in the handl-
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craft art of home-enterprise. As the result
gained by experience were more valued than
recent years, however, the competition in the
with the changes in fashion, better dyeing (such as fastness of colors)
and modernization of the processing mechanical equipment are consider-
ed greater importance. That is, uniformity in the quality of finished pro-
ducts by operation of certain designated mechanical equipment, an in-
crease in market prices, and modernization o

: es f the processing equipment
in order to give additional values to finished products are among the
principal requirements for this industry. It means the installation of

better machines,

» the processing techniques
mechanical equipment. In
overseas market, together

In case of tentering and bleaching of cotton fabrics, it used to re-
quire two days to complete a certain unit amount of work; but it is done
within a matter of two or three hours by the use of better modern ma-
chines, through integrated continuous operation. New machines which
can perform continuous dyeing, automatic screen printing, sanforized
fishing, silket operation, etc. are now in great demand.

The importance of dyeing and processing is recognized hy the Gov-
ernment. As soon as the legislative measures encouraging the industrial
readjustments and improvement of this industry (the law for eneourag-
ing the rationalization of enterprises) are put into practice, special re-
demption of new mechanical equipment is recognized through special tax
measures; the import duties are then exempted for specially important
mechanical equipment for the modernization of this industry; and the
Development Bank of Japan is directed to finance the installation of bet-
ter processing equipment,

4} Trends fdr tke Future

It is the dyeing and processing industry which is the most back-
ward in its development among Japan’s textile industrial enterprises.
1t is attributed mainly to the faet that the postwar recovery of this in-

- dustry was centered about processing equipment for low grade of work,
both' for the export and domestic consumption; the work done in those
- early postwar years, moreover, was of low grade in the main.

But the situation is different at present. The competition in export
markets calls for modernization of processing equipment, just as much
as improvement in processing techniques. And the industry as a whole
shows a tendency to progress toward that end. But then the industry
faces such formidable obstacles as high-priced dyestuffs.

- Dyestuffs and a variety of chemiceals are used in large quantities as
raw materials for dyeing and processing, and they are considerably high
Priced in Japan as compared with the prevailing price levels abroad.
Naturally, it makes the operation cost higher.

In the breakdown of dyeing and processing costs, dyestuffs have al-
ways constituted a high percentage; it used to take 30 per cent of the
total in the ordinary grade of work, and from 50 to even 60 per cent of
the total in the high grade of processing work. Consequently, high prices
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of dyestufls produce decisive effects upon the total corhposi_ti(m of costs.

In view of the foregoing situation, the Japanese Government follows
the policy to foster Japan’s dyestuffs manufacturing industry, thmugh
discouraging imports of low-priced foreign dyestuffs into Japan via cus-
toms manipulations. On the other hand. the protection of the domestic
dyestuffs manufacturing mdustu hag resulied in :tdverse effects on Ja-
pan’s dyeing and processing. industry.

It is envisaged, in the meantime, that much of this question will see
an amicable solution, in view of the prospective liberalization of fmexgn
trade in the near future.

Table 1: Dyeing and Processing by Kinds of Fabrics and
Scales of Operation (1958)

Factories specializing Foctaries operated by-

in dyeing colton spianing companias  Votals ,

Scale Ne. of Mo, of MNo. of .MNo. of Na, of No. of
foctories employees factories  employees factaries employees

N ee 174 4,148 - —_ 174 4,148

A~ 99 ..., il 5,143 1 95 Tl 5,238

=149 ..., : 40 5,053 4 B30 . 44 H, 583
18199 ........ 27 4,732 1 1496 28 4,923

300—299 ........ 28 6, 558 5 1,287 . 33 7,845
300490 ..., 21 8, 437 4 1,69 25 10,137

Over 500 ,....... 10 T, 424 G 4,989 ) 16 12,413

TOTAL,..... 370 41, 496 21 . 8,790 391 50,286

Source: Japanese Textile Dyers Association.

Table 2: Dycing and Processing by Kinds of Fahficé_(lQSS)'

(Unit: 1,000 square yards)

Items : for Export Domestic consumplioh Tulqi
Cotton . .....ooe,.., cee 1,234,019 oL 265,410. - 2 4‘1‘J 429
Hemp ............ ves 2,617 30,531 . 33, 148
Silk ceva 112,813 - : 59,971 : 172,784
Spun silk...vuiivniinnan.. 5, 249 : 7,337 . 12,586
Nayon ... .. [ e 427,450 ' 215,728 643,179
Ra) on staple ................ 686, 230 194,737 7 . B8O, 967
Synthetic ﬁbers ...... e 14,410 . 122,819 - 187, 2497

Acelate. visieanniiiiaits 14, 406 o 36,138 . 50,114

Source: Fihcr.Sta{istics Res_énrch Office, MITL.
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‘Machinery Industry

1. Tool Industry _
1) Development of Tool Industry

Tools assume the character of the basie part of the machinery in-
dustries, specifically machine tools (those machines which manufaciure
machines), and their precision and durability constitute vital factors
governing the productivity of the machine tool industry. In the history
of development, it was seen, tools and machine tools had stimulated each
other’s progress. Hence, the historical development of the tool industry

cm:mot be studied sepavately from machinery industries, especially ma-
chine tools. ' -

The Japanese machinery industries, particularly the machine tool
industry, was considerably lagging behind other industries in advance-
ment. In Japan’s capitalism, military production requirements forced
importation of foreign machine tools, and the home production of ma-
chine tools were left ignored for quite some time:

The history of the importation of foreign machine tools dates back
to the latter part of the Tokugawa Era. In the first place, several ma-
chine tools of Dutch make were imported by the Nagasaki Shipyard in
/1866, followed by some Dutch machine tools which the Shuseikan of the
Satsuma clan bought in 1863 and French machine tools which the Yoko-
‘suka Shipyard imported in 1866. Hven after the Meiji Restoration, the
Army and Navy arsénals and private machinery plants were all depen-
dent on machine tool imports, and domestic production was negligible.
The home production of machine tools commenced at Ikegai Iron Works
in 1889, * At that time Ikegal Iron Works started with only two ap-
- prentices and 6 £t and 12 £t lathes of British type {two units), and its
production was limited. to its own use. But anyway the 91t lathe of
British type which IkKegai Iron Works completed at:the time of the
founding of the eompany merits special note as the first machine tool
manutactured in Japan. In 1898, the company imported a #2‘_t.vpe all-
purpose fraise made in Cincinnati, 20 inch Burns drilling mac_:hme, gear
shavers, ete. to start production of machines of Anglo-American types.

Afterwards the manufacture of planers, drilling machines and the
like gradually came to be started, and it was the Russo-Japanese War,
which required various types of arms in quantities, that spurred .demands
for machine tools. Along with the importation of foreign machine tools,
technicians were invited from abroad one after another to render voca-
tional training at schools. The resultant improvement in techniques con-
¢erning the manufacturing of machine tools was remarkable. In 1907
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to 1912, three other manufacturers joined Ikegai Iron Works in manu-
facturing machine tools at home, and the domestic production of machine
‘tools showed a notable development, gradually reducing imports. During
this period, it must be admitted, however, domestic supplies were meeting
anly limited demands, and the pnnclpal factories still heavily counted
on foreign machine tools such as lathes, fraises and drilling machines.
Tools for these machines were. imported mainly from the Netherlands,
France and Britain. Of course this is not to say that tools were not
manufaetured at all in the Meiji Fra. In fact, the Naval arsenal was
trying to manufacture such tools around 1883; in 1905, Yawata Iron and
Steel Works already started the manufacture of tools whlle making base
metal for vifle barreis, by adopting the crucible steel making method;
and in the same year, Kohe Steel also began to produce drills.  All these
however, were exclusively for the private uses of these manufacturers,

At the time of the fifth industrial exposition held in Osaka in 1903,
or directly before the outbreak of the Russo-Japanese War, such new
products as twist drills, micrometers and various gauges were introduc-
ed. The then standards of technology in Japan were such that people
were watching, in mute astonishment, hacksaws cutting and shaving steel
with ease.

With the outbreak of World War I as a turning _boint, the Japanese
machine industry made great strides. The suspension of the importa-
tion of machinery and equipment indispensable to expansion of muni-
tions production, especially machine tools, also served to stimulate the
industry’s activities. TFactories speacializing in . production of machine
tools were established, thus Iaymg ‘rhe foundations of the Japanese ma-
chine tool industry.

Tt was about that time that tools came to command the _recogni’cion
of industrialists, and their production on an entrepreneural basis began
to be thought of. In 1916 Sonoike Seisakusho was established as the
first factory to specialize in tool manufacture. "Although Xobe Steel was
marketing tools a little before Sonoike Seisakusho did, yet it deserved
no particular mention because the amount of tools put on the market was
a mere trifle. Following this, Tkegai Iron Works and sevelal other p1 i-
vate enterprises commenced the manufacture of tools.

- With the te_lrnmatlon of World War I and a _general slump in the
machinery industries, demands for tools were on the wane, and business
was inactive, However thanks to demands from the military and Na-
-tional Railways, the tool industry could ‘manage to keep its head above
water

From about 1927, when Karatsu Iron Woxks in’ Kyushu stalted the
production of tap dzce and micrometers, the machinery industry came to
turn out quality products and the importance of tools began to be widely
recognized. During this period of time, the productlon of fools was in
comparatively satisfactory shape, and thele were signs of business Took-
ing up... Geeurence of the Manchurian. Incident in 1931 placed the ma-
chinery mdustxy unde1 a wartime emergency state, . ’I‘o meet mcreasmg

72



military. requirements, all industries busied themselves with installation
of machine fools, with the result that domestic supplies of machine tools
ran short. Large-scale industries, too, embarked upon the produetion 0%
machine tools to cope with the situation, and consequently, the tool in-
dustry was able to show marked development under government protec-
tion and encouragement. '

Due to swelling wartime production demands brought on by the Sino-
Japanese War of 1937, the supply of basic materials began to show signs
of an acute shortage. The Ministry of Commerce and Industry proclaim-
ed the regulations concerning distribution of iron and steel and introduced
a coupon system for speeciul steel materials and non-ferrous metals for
the machinery industries. Manufacturers were therefore able to obtain
their necessary materials only by means of ration certificates issued by
special bodies designated by the Minister of Commerce and Industry.
The Army and Navy, on their own parts, moved to foster factories under
their management and supervision in order to secure their military pro-
curements, and in 1939, instituted regulations corbing installation of ma-
chinery and equipment in factories manufacturing non-essential goods
and also in technically retarded industries. These regulations applied to
the tool industry, too, and checked ihe advance of smaller enterprises in
this particular field.

As war progressed, a plan to disperse factories was worked out, and
the “thinning out’ or removal of machinery and equipment ensued, After
skilled workers were drafted into the army, volunteer corps took their
place, but production dropped rather than increased.

The postwar recovery of the tool industry was delayed by large
stocks of tools released by the military arsenals and munitions companies.
Gross national product of 1948 was a bare one-tenth of the prewar peak.
Under the Dodge policy of 1949, demands for tools hit the ceiling, and
production declined. ‘ :

.The outbreak of the Korean Incident in 1950, however, injected a
new sap of life into the Japanese tool industry and -put it back on its
feet again. Domestic industries were generally animated by U.S. mili-
tary procurement orders, and the tool industry was no exception. - Enter-
ing 1961, the production of tools began to increase month after maonth.

As Korean truce talks started, domestic industrial activities slowed
down: But the steady implementation of industrial rationalization pro-
grams in key industries animated the machinery industries, and ambi-
tious electric power development programs kept them abuzz. Among
machinery industries, the production of automobiles showed a record in-
crease. : _ . :

Reflecting this general buoyancy, the tool industry also sharec} the
boom. In 1951, its annual production, except that of some fools, register-
ed a postwar record high, or close to the level of around 1941. 'lp 1954,
the tool industry was buffeted by credit-squeeze measures, and its out-
put continued to drop. This downtrend lasted until the first half of_].955.
" But the industry wriggled out of the depressive state of business in the
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second half of the year, and, buttressed by inereasing industrial invest-
ments and lively activities of other industries, solidified its foundations,

2)  Production Struecture of Tool Industry

As of February 1960, according to the Japan Tool Industry Associa-
tion, there were 72 enterprises engaged in the manufacture of tools, em-
ploying a total of 6,500 workers.. Table 1 shows, by defining enterpnses
of less than Y100 m11110n in capital as small and medium enterprises,
the breakdown of these tool-manufacturing enterprises according to the
size of capital, number of employees;, and production shares. Capital-
wise, the majority of these enterpriges pertain to the category of small
and medium enterprises capitalized at less than ¥100 million, while only
nine are capitalized at more than ¥100 million. In terms of the number
of employees, large enterprises account for 36 per cent (2 351 workers),
and the other small and medinm enterprlses, the remaining 64 per cent
{4,149 persons). These large enterprises account for 49 per cent of the
total production. This means that small-medium r\nd large enterprlses
divide production almost equally.

Table 1': Tool Making Enterprises by Capital Size

No. of Mo, of Production

Copital Scale enterprises _employees share
Oxer ') '500 m]]llon 8 1,974 h 4. 295
w10 " i 377 7.0
v X 10 " 13 1, 842 24,4
¥ 5 1 10 £62 i0.4
v X " 26 1, 209 - 13.4

less than }1 million 14 266 : 2.3
TOTAL ...................... _ 72 100 Of’f;’
Source:  Japan '1(101 Induslr) Assou’mon (As of end. I'Lbru.trt 1.)['0} .

Item-w1se a large number of enterpmses are engaged in. the muanu-
facture of reamers and milling (,utte1s, and their number is 32; drills
are being manufactured by 11 enterprises. In terms of pr oductlon share,
65 to 68 per cent of the total production of drills and cutters are being
manufactured by larger enterprises, while small and. medium factories
account for roughly 65 to 80 per cent of the tOt‘ll ploductmn of 1eamels,
tap dice, and bites {See Table 23. - :

_ Table 2: Produchon Sharc hy Itcm

Item "Smnl]-medium enter'p'rise;
Dnlls g : : dd %
Reamers,......u.\.u. . : ‘ o ) G5
Cutters . 3 ] v 35
Tap dice - - U ‘ 80 -

Bites ......... ‘ . 70.

-Souree; - J-lp'm Tnol Industry Assocmhon (As of end [Lbru.lry I‘}(‘G)

Table 3 indicates the recent production tr end of special %teel toois.



The production soared {o ¥5.7 billion by 1957, or 2
recorded ¥2.3 billion.  In 1958, machinery
when excessive investments in inventor
allied industries came to pose problems.
prises needed inventory adjustments, and the tool production dropped to
¥4.9 biilion, a decline of Y800 million from the previous year. DBut even
this production level was two times as high as 1955,

Inventory adjustments which lasted tili the first half of 1959 result-
ed in bringing down inventories to 20 per cent of the 1958 level, and
production began to pick up along with the lively business of the ma-
chinery indnstries. By the end of 1959, production eventually reached
the ¥5,600 million mark, barely missing the postwar peak established in
1957. Production kept on soaring from the very beginning of 1960, and
amounted to nearly ¥4,000 million even during the first six months of

the year. The 1960 production was expected to reach the ¥10 billion
mark.

.5 times 1955 when it
¥ industries suffered a sethack
ies and industrial facilities in
Some of the tool-making enter-

Table 3: Production of Special Sicel Tools
(Unit: - ¥1 million)

: e Year o 7 .
Hem. . 955" 1958 1957 77 1958 1959 1940 Jan—June
Dills .oiiiiiinn, 869 1,247 2,005 1,628 1,880 1,410
Reamers .., ..covvnnnnns 138 201 439 388 414 200
Gear cutters ............ 450 50 876 857 823 534
Milling cutters .......... 285 463 904 a2 U0 A%
Tap dice ., ..ooiviinn... 437 2], &0 910 1,163 Va7
. L5 61 109 T 73 est. 4
ant 466 366 436 337

8,236 5720 4891 5,56 3,936

‘Source: Japan Tool Industry Association.

The market for tools is vast, but the center of the demand is, need-
less to say, machinery industries, especially automobile and electrical ma-
chinery industries as well as National Railways. Annual exports are
valued at approximately ¥200 million, and major destinations are coun-
tries in Central and South America and Southeast Asia. Principal ex-
port items are cutting and chiseling tools. Imports are a mere trifle in
comparison with the total production, but major suppliers are West Ggr—
‘many, the United States and Switzerland. Chief import items are drills
of less than 2mm in diameter for precision machinery indu_strles ;}nd
special gear cutters for automobile and electrical machinery industries.
Recently, however, domestic manufacturers have become able to manu-
facture tools no inferior to foreign products by pullin_g down produection
costs, improving designing and manufacturing techniques and conduet-
ing research on basic materials.

Of the various machines and equipment used in the production of
tools, lathes count for much, accounting for 33.9 per cent of the fotal
They are followed by planers (25.2 per cent), fraises (_18.2_pe1‘ cgn_t)
and drilling machines (11.8 per cent). Speaking of machinery industries
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in general, lathes are always “infringing” the domains of other tools as
all:purpose tools. In the field of tool production, the ratio of lathes to
planers is almost balanced, which proves how the tool industry neces-

sitates precision processing equipment. _ .

In respect to the machinery and equipment of the tool industry,
about half of the facilities now in use have reached their life limit: this
_shows how low the productivity of machinery and equipment in the tool
industry is. : '

Since the extraordinary law on the promotion of machinery indus-
tries was enacted in June 1956, the tool industry has come under the
purview of this law, and has been gradually marching towards industrial
modernization. It must be pointed out, however, that as the ratio of re-
serve funds or profit surplus funds against capital in the tool industry
is far lower than in other industries, the installation of modern machinery
and equipment with own capital for rationalization purposes has been
making little progress, _

In recent years, the considerable improvement of the precision of
machine tools, notable increase in the planing efficiency, and rich diversity
of planed materials have come to call for such steel as molybdenum and
vanadium high-speed steel especially for drills and cutters.  Now that
the domestic manufacture of high-speed steel is still in the experimental
stage, the tool industry depends inereasingly upon foreign materials,

2) Conclusion ' .

Ag stated earlier, the ratio of reserves and other profit surpluses
against capital is low, and furthermore a wide variety of products are
being manufactured in small quantities. TUnder these circumstances,
monopolistic large enterprises have not emerged, and no competition with
large enterprises has been seen. The fact that tool-manufacturing enter-
prises need a fairly large scale of machinery and equipment is responsible
for no sharp increase in the number of enterprises in the particular field
of industry and no cutthroat competition among enterprises as often seen
in other industries. The tool industry is presently enjoying a seller’s
market, and the -overall market sitzation is stable. s :

The biggest problem facing the Japanese tool industry today is on
trade liberalization. To understand the depth of this problem, one must
realize the fact that the tool industry is heavily dependent on steel ma-
terials which account for one-third of the total production cost. In the
present seller’s market, a rise in the prices of already expensive basic
-steel materials, specifically high-speed steel, could be covered .by hiking
the prices of finished products. In so doing, however, the industry will
raise the domestic market prices above the international market level,
"The freer inflow of foreign products by means of trade liberalization
measures will most likely create a buyer’s market, and inevitably domes-
tic products will be put at a great disadvantage. - ‘ : :
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2. Histo_ry of Farming Machine Industry

*The manufacturing of farming machines in Japan laid its founda-
tion -as a modern industry around 1930, emerging from the stage of
simple manual work at the hands of village blacksmiths. Until then.
the production of farm appliances had been no more than petty home-.
work by blacksmiths just meeting the local requirements of agricultural
pursuits, Then, how did Japan’s farm machine industry achieve its his-
torical progress?

The history of the development of farm machines in Japan dates
back to the Meiji Era (1867-1912), especially in the first half of the era,
 when plowing implements such as ox-and-horse driven cultivators and
cultivator-eradicators took great strides in their progress. In the Tai-
sho Era (1913-1926) and the early part of the Showa Era (1927- ),
threshing implements showed spectacular growth ocutmatching plow--
ing machines in the tempo of development.

. Such a changing picture in the farm machine industry was attribut-
ed to the increased marketability of rice. Accompanied by the establish--
ment of the rice inspection system, the expansion of the rice market made
it imperative for farmers to sell quality rice. :

Japanese farmers in those days had considerable difficulty in thresh-
ing rice. Throughout the Meiji Fra, however, thrashing implements.
could not go beyond the confines of such old prototypes as “Semba Ine-
koki,” whieh was invented in the Genroku Period (1688-1703).

The threshing implement called “Semba Inekoki” consisted simply
of tongs planted onto the block, through which farmers pulled rice sheaves.
and stripped off rice ears.

* Towards the end of the Meiji Era, the rotary treadle-thresher made
its- debut. * With the spread of this new type of thresher, out-moded
“Semba Inekoki” models faded away.

Despite this notable advance in the field of farm implements, the
period of agricultural implements dependent on human as well as animal
power continued until the Taisho Era. In Japan, petroleum engines were
put to practical use for the first time around 1884, and it was around
‘1897.that the home production of oil engines was started by Ikegai Iron
Works and Niigata Iron Works. The use of petroleum engines, however,
was limited to industrial purposes. C

The outbreak of World War I, however, brought a prosperity and an
acute labor shortage to the farming communities and spurred the demand
for handy small-sized engines. Around 1920, domestic engines hegan to
appear on the market, In parvallel with the manufacturing of these en-
gines, the production of small engines for agricultural purpeses began to

burgeon around 1925.

On the other hand, from the end of the Taisho Era to the early pa}'t
of the Showa Era, the electric power industry 1‘epresente'c_1 by five big
power companies ' (Toden, Toho, Daido, Nichiden and Ujiden) sgought
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outlets for its surplus power supply in the farming distriets. Against
such a historical background, the home production of small motors for
agricultural use was accelerated until around 1942, when the industry .
experienced a serious shortage of raw materials, Motms came info the
first practical use in the processing of farm produce such as tea-manu-
facturing, and then in the fields of pumping and threshing Amplements,
It was around 1923, when a plan for greater wheat production was work-
ed out, that full- ﬂedged use of motive power began.for threshing ma-
chines. Thus, with 1930 as a turning point, the farm machine industry
solidified its foundation as a modern industry,

Keeping pace witn the rapid diffusion of electricity, the manufactm-
ing of power- -driven threshers,. automatic rice-hulling - machines . and
automatic rice polishers came to be mass-produced and. theqe farm
implements penetlated deeply into vﬂlagec; _ :

Contrary to the marvelous growth that thleshmg implements show-
ed, plowing and cultivating machines had made mode:ate progress,
However, the outbreak of the Sino-Japanese Incident in 1937 -and the
resultant shortage of labor force on the farm stimulated demands for
plowing machines tremendously.

On the strength of the ever-rising demand mech'm]z'ttlon of culti-
vation process made remarkable development, and screw-type and crank-
type cultivators were also invented.  Later on, the Japanese farm ma-
chine industry achieved marked progress yvear affer year developing fast
from the stage of primitive farming tools and then exper1enced World
War II, . .

Under a quasi-war structure, the industry enjoyed an unprecedent-
ed boom and expanding business actlwtzes, as 'a severe shortape of man-
power on-the farm added fuel to agrienltural mechanization, . It was not
so long, however, before the agucultmal machinery industiy began to be
eclipsed by the munitions production in spite of snowb-ﬂhng demands
from the farming population. Although relatively great importance was
attached to the industry from the standpoint of stape food supply, yet the
industry was on the wane in the face- of the "sumeme order” of war m-
dustries.

“As a 1esu1t of the swiichover of falm machme plants and black-
smiths to munitions factories, the number of farm implement works fell
:harp]y Their number actually dropped to 1,214 by 1945 from about

12,096 in 1940. The number of hlacksnuths also decreased to 12 000 from
20,560 in 1940,

Iron: and steel m‘tteua]s for - the farmmg machme moductlon was
a far ery to the necessary amotint, and their supplies continued to shrink
year by year. Not only that, the amount of raw materials actually pro-
vided to farm machine manufacturers was far less than nominal quotas.

Inevitably, therefore, the pwductmn of agucultmal 1mplemeuts was on
the decrease.

_After the end of World War II the swz’cch of mumtlons factoues to



peace-time industries and short supplies of foodstuffs hr

sudden increase in the number of fz?rm n1achine(albf1‘ila{f1:eigfOulgrlltlélfg mi::hz
number of farm machine. plants and hlacksmithsg recovered the préwar
Ieye], reachm_g 2,09_6 and 17,890, respectively. However the severe Dodge
Line economic policy dealt another lethal blow to the industry around
1949 when the purchasing power of farmers was extremely low. Stag-
nant farm machine sales. caused business closures or changes of work
among farm machine manufacturers, The business sluggishness did not

last-long, however, and the outhreak of the Kovean War altered the pic-
ture completely.

Thanks to the stepped-up demand during the Korean War, the pro-
ductm:} of farming implements soared nine per cent in 1951 over the
preceding year. Entering 1952 and 1953, shipments of farm implements
kept on soaring steeply notwithstanding a feared drop in farmers’ income
as a result of storm and flood damage. High rice price policies, farmers’
fads for agricultural mechanization and Government encouragement of
the production of farm implements all combined to give new vigor to the
farm machine industry.

Shipments of farm appliances, therefore, registered an 18 per cent
rise in 1952 over the previous year, and in 1953, they further recorded
a 32 per cent increase over 1952. Furthermore, the farm machine in-
‘dustry could remain free much of the impact of deflationary policies since
1953. ;Demands for farm machines centering on power-driven sprayers,
power dusters and cultivators continued to increase even in 1954. Enter-
ing the latter half of 1954, however, signs of business slump began to be
spotted. Cash payments decreased, payments by bills increased marked-
ly, bills had Jonger days to run, collection of loans was aggravated, pro-
duction topped shipments, and inventories bulged.

" This trend remained prominent in 1955. Manufacturers were com-
pelled ‘to take makeshift jneasures to tide over the situation—such as
operation curtailments, personnel retrenchments, adjustments of inven-
tories and the refraining from purchases of raw materials.

Bumper rice crops in the autumn of 1955, however, resurrected the
farm machine industry from the doldrums and ever since the industry
has been continuing to buzz on the strength of the upsurge of farmers’
JTurchasing power. ' :

Production Structure Of Farm Machine Industry

‘According to the Industrial Statistics compiled for fiscal 1957, the
number of workshops for machines and implements for agricultural pur-
poses reached 1,779, ' Iight out of the above workshops employed more
than 300 hands each, accounting for 14 per cent of the total employees
and 23 per cent of the total farm machine shipments.

As deseribed -above, the majority of farm machine manufactuvers
belongs to the category of small and medium enterprises. Large manu-
Tacturers occupy only small part of the industry. However, there is no
wide gap in seale between large and small factories.. In the manufactur-
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ing of agricultural implements, the operation rate of facilities is low, and
dependence on other industries is heavy. Assembly makers represented
by largr enterprises are therefore standing in _c]ose relations with smaller
enterprises largely dependent on the production of parts.

Table 1: Farm Machine Entcrprises by Scale

Shipment Value

Scale . Workshops MNo. of employees ('—Y= 1 million)
‘er | Besairnaranraares 734 - 1,686 673
Oprdgandser 427 2,703 1,205
10— 19 i 296 4,023 2,318
20— 28 (i 121 2, B89 2,087
30— 39 L, 78 ‘2,583 . 3, 349
80— 89 i PP 68 4,549 ) 5,188
100—199 (i, 30 4,167 h, 827
200299 ..., 17 4,165 ’ STz
300—499 ....iiiiiii e 5 1,847 - 2,350
S500—099 ... 3 2,604 . 3,561
TOTAL ....oiiineenens 1,779 31, 616 34,348

Source: Industrial Statistics for 1957,

According to a survey conducted by the Japan Farm Machine In-
dustry Association, the production of farm machines has been drawing
a steady upcurve since the war’s end. It showed a marked inerease at
the time of the so-called “Jimmu Keiki” boom (the biggest hoom sinece
the dawn of the country)} from 1956 to 1957. 1In 1957, production dip-
ped due to credit squeeze and other deflationary policies, but soon turn-
ed upwards. '

Table 2: Output of Agricultural Implements’

Value of production.

Year ) Tonnage of products . o (¥1,000)

L B 67,464 - . : 10, 238, 316
S erenanes 75,751 ) 13,135, 562
3 S a7, 652 : : 18,680,174
| S N 95,705 -20, 184, 857
5 82,49 . : : ) 18,043, 460

L S Ceseaa. ) G0, 940 ’ 23, 06, 000
Y -92, 603 ’ s 30. 429, 135

I T feeranaa 83,310 . ) . 27,454, 250

" - Souree: Japan Farm Machine Industry Association,

. As a result of this marked production increase, agricultural imple-
ments were spread widely in rural districts after the war. Shipments of
- rice-hulling machines averaged 50,000 units a vear since 1950, and those
of threshing machines reached 228,000 units. Thus power-driven thresh-
ing machines in use totaled 30,000 units in 1927, topped 100,000 units
hy 1936, rose to 1 million units by 1952 from ‘300,000 units at the time
~ of war’s end, and increased further to 2 million units in 1956. Today it
18 considered that about 46 per cent of the nation’s farm households (6
million) are using these machines. In other words, one out of every two
farm households owns a threshing machine. ~ = '
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The number of rice-hulling machines was a bare 40.000 in 1090 wacs
to 100,000 in 1934, totaled 170,000 when the war endgd,?:’l??r?bég %(? %%01(())58
in 1949, and further increased to 500,000 in 1953, At present the n’um--
ber has soared to 800,000 units. The means that almost one out of every
geven to cight farm households owns a rice-hulling machine nowadayé.,

N Cu]tiv’atoij_s may, be regarded as the No. 1 postwar addition to the
farm implements. Their production totaled a mere 3,000 units in 1950,
but has soared nearly 50 times in the ten years since then., TUnlike
threshers and rice-hulling machines, cultivators whase object of opera-
tion is earth have universal use. The fast-diffusing cultivators are play-
ing an important role in increasing mobility in agriculture. They enable
farmers to save manpower by 50 per cent and animal power by three-
fourths in husbandry.  Thus eultivating machines have been fast winning -
great popularity among farmers.

It is to be regretted, however, that Japan's agricultuial structure
arrests further advancement of convenient cultivators. The fact that
arable lands aré partitioned into many small lots subseives no full use
of cultivators. Farmers owning less than one hectare of land are prae-
tically unablé to take full advantage of power-driven cultivators. Such
domestic factors will inevitably turn the eyes of farm _machine manu-
facturers to foreign markets. FExports of farm machines, however,
amounted to only ¥1,280 million, oi a disappointing 0.4 per cent of the
total shipments. It is an indisputable fact that the Japanese farm ma-
chine industry has been buttressed by brisk domestic demands, not ex-
ports. Bagie reasons for sluggish exports are bécanse of the marked dif-
ference in faiming methods between Japan and othei countries, postwar
relations with Kotea, China, ete., and still insolved reparations prob-
lems. But these hindrances are nearing solutions, ahd in faet, exports,.
including sample exports, are on the sharp increase.

Principal export ijteins include farm appliances, eradieators and
threshers. The recenit remavkable inerease in exports of cultivators must
also be mentioned. Aréa-wise, China (mainland) topned the list with
¥255 million, or 21 per cent of the total. The United States followed
‘China with ¥193 million, or 16 per cent of the total, trailed by the Phi-
lppines, the Ryukyus, Formosa, Burma and South Koréa in this order.
Putting asgide the United States, major export markets for Japanese farm
machines are all Southeast Asian countries. This means that their agri-
cultural methods bear ‘stiong resembiances to those of Japan.

COnclusi_d'n

Agricultural machinery runs the gamut from such handy small types
as threshers and dusters driven with human power to power-g!riven eul-
tivators of ‘high efliciency. Along with the progress of farming mecha-
nization, demands for larger and motorized farm machines are soaring, .
and trends towards centralization of production are becoming prominent.
The future of the small-medium manufacturers seems to_-depend in ]arge-
measure upon now these smaller enterprises will cope with these trends.
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3. Bi_cycle Industry

1) Development of Bicycle Industry

Bicycles were imported into Japan for the first time in the early
part of the Meiji Era. They were solely for récreational purposes, As
they were turned to practical use, those who not only imported finished
products hut also assembled imported parts and accessorvies came to ap-
pear. Some went so far as to manufacture parts for repair. In 1387,
Takanawa Bicyele Co. (Daruma) started copied production and in the fol-
lowing year, the production of trieyeles came to commence. In- 1890,
Miyata Seisakusho was established in Tokye to initiate the manufacture
of bieycles in Japan, and afterwards the production of bicycles was start-
ed in Nagoya and Osaka, too. In the initial stages, bicycles and tricycles
were wooden. Bicyele shops sold as well as manufactured bicycles, but
they were no hetter than home industries in the scope of management.
It was in 1907-12 that bicycles came to have such outward appearances
that they have today. About that time, Osaka Bicycle Co. and several
others sprang into existence, and home-made bicycles made their appear-
ance on the market. Although small in number, exports also began. The
increase in demands in post Russo-Japanese War years also stimulated
the manufacture of bicycle parts, and the production process came to be
~ mechanized. In Sakai, Osaka Prefecuture, a well-known production cen-
ter of guns and swords, the manufacture of bicycle parts increased not-
ably.  Up until towards the close of the Meiji Era, the bieycle industry
in Japan was in the inchoate stage, and production was negligible. The
domestic demands were for the most part met by imporfs. TFinished
products came mainly from Britain, and parts from Germany, =

The Japanese bicyele industry could not get rid of the cradle for
quite some time, but the stoppage of imports as a vesult of World War I
. and brisk orders from China and Southern regions that used to depend
on European supplies kept the industry busy and fortified its foundations
as an export industry., Domestic demands which prior to World War 1
had been limited to only select classes expanded fast, embracing virtually
all strata of society. - As a result of this, the production value increased
considerably. As-a matter of fact, the number of hicycles produced was
140,000 units in 1918, or about double the 1917 figure (75,000), and.fur- -
ther rose to 220,000 in 1921. Large-seale factories were set up one-after
another, and in 1916, Japan Bicyele Co. (Capital—¥2,500,000; factory
hands—700; output 25,000 to 26,000) was founded along with Toyo
Chain Co. (Capital—¥300,000; factory. hands—80), Nichi-Ei Bieyele Co.,
and Tokyo Wheeling Industry Co. Factories already in existence also
‘hegan to expand their facilities. Ewen such expansion of industrial faci-
lities could not enable the industry to meet the fast-growing demands,
and the tendency of sacrifieing quality to quantity took place.

. With the termination of World. War I, the industry suffered a
severe reactionary setback and its business slipped into a state- of - stag-
naney.  From 1923, production took a sharp downturn. A drop in. ex-
ports aggravated the situation. ‘Such being the case, the bicycle indus-
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try was forced to double efforts for improvement i
VLl - ln
‘unification of standards, and industrial ru‘cionaliza’cioﬁljl.Jl

In the early years of the Showa Era, the hic i . :
with other industries, was hit by a domestic ﬁnangggllep]anr?igSt\ir}(;'rl?geﬂtr};i?
-t.he‘ lifting of the gold embargo and a drop in the silver ;zaiue ?I‘Chesé
factors narrowed down overseas markets, and resultantly expm:ts drop-
ped. The industry found itself in a severer depression, P

Some time later the domestic demands and expor : :
and production b.egan to soar again. Taking advallajt;;z E)LF Foexg gfgﬁﬁé
rates accompanying the re-hanning of gold exports, the bicycle industry
was able to stretch out its export networks to even China, India and
Southern regions. From around 1933, the industry came to éxport 40 to
50 per cent of its total output. However, the industry was being harassed
by increasing prices of basic materials for the manufacture of bieycles
such- as steel and rubber—high prices which reflected 2 wartime pro-
sperity sinee the Manchurian Incident. The skyrocketing prices of steel
materials since around 1933 dealt staggering blows to small and medium
enterprises, and deteriorated terms of trade on the world market, there-
by bringing about a stagnation in export trade. '

The . development of the Manchurian Incident into the Sino-Japa-
nese War resulted in the loss of one of the major export markets, ie.,
China. . Simultaneously, the boycott of Japanese goods by Chinese mer-
chants in Southern regions forced Japan’s exports to shrink. Domesti-
cally, the procurement of raw materials became difficult, prices went up,
and manpower became scarce. All these combined to cause a sharp drop
in production.” During this period of time, all exports were handled ex-
clusively by the Japan Export Bicycle Sales Co. (established in 1939),
and domestic supplies by the Japan Bieycle Industry Federation, a joint
sales organization (formed in 1940). In doing s0, bicyele manufacturers
were released from the control of exporters or importers or wholesalers,
but the bicycle industry was generally forced to reduce its business scale,
The number of manufacturers who changed their business or were driven
out of business gradually increased. Since the aforementioned Japan
Export Bicycle Sales Co. adopted the plant designation system, mergers
of' small and medium enterprises made progress, and standavdization of
hicyele parts and accessories was pushed. Under these cireumstances,
the bicycle manufacturers of the small and medium scale found their
exstence threatened. ‘ e

_Thus the bicycle industyy was gradually veorganized. The progress
of the Pacific War called for tighter economic controls, pushing industri-
al rationalization further. In compliance with the directive on consoli-
dation of the bicycle industry (1942), the Japan Bicyele Industry Federa-
tion took the initiative in promoting amalgamation of small and medium
enterprises according to the kinds of hicycles. In fact, nearly 1,400 fac-
tories were consolidated into about 200.  As the war zituation worsened,
the majority of the bicyele factories were converted into subcontract
plants for the manufacture of airplanes and other military supplies, and
the productive eapacity was reduced to half due to war damage.

ality, price cuts,
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_After the war’s end, production recovered with increasing general
demands, and topped 2 million units in 1949, or the same level of 1937.
The Dodge Line, however, brought about a lowering of the purchasing
power, weeding out feeble enterprises and reducing the number of em-
ployees by about 20 per cent. The Korean War which broke out in June
1950 saved the bicyele industty fromi a state of depression, but after
dJune 1951, business was agguwated again, and production shrunk by
nearly 30 per ceft.

The deflationary policies which went into effect in 1953 resulted in.
a decline in domestic demands and a shimp in export trade. The con-
tinned decline in domesti¢c demands compelled the bicycle industry to eur~
tail its production, but production rose in 1955 on the strength of bum-
per rice crops as well ag sluggish exports during the latter haif of 1955.
It registered a seven per cent rise over 1954, Eniering 1956, the indus-
lry kept up its production pace, and the first half of the year witnessed
an increase of about 15 per cent over the ¢orresponding period of the
previous year. Although production rose this much, the business of the
industry did not improve from the sfandpoint of payability.

2)  Production Structure of Bicycle Industry

The Japanesé bicycle industry consists of parts makers, ﬁmshed pro-
duet manufacturers, wholesalers, exporters and retailors. Manufactur-
-ers are divided into assemblers of finished products and manufacturers
of parts and achSSOI‘IES, and none of them do both. As the variety of
parts and accessories is very rich, manufacturers of parts and acces-
sories form the nucleus of the pymm;d-shaped production structure with
manufacturers of finished products at top.

Among the workshops, those employing less than 10 workers ac-
count -for the majority, while enterprises with more than 500 employees
number only four (See Table 1). This fact clearly shows that there are
3 good number of small and medinm scale enterpmses in the bicyele in-

ustiy, .

Table. 1+ Manufacturers ol'_ Bicycles; Rear-Cars, Parts

Production value

- Scale . . Workshops Eiployees . (%I million) -
"Less than '3 workers.......... ...: 451" 1,071 R i1
S R 268 1,951 ) - 1,616
10— 18 e 237 3,236 3,277
0— 29 i, Vevene 123 : 2,953 : 3, 166
30—49 oL DD § 1] - 4,448 : . 5,488
2 B0— 99 i, Ceeenes 78 . 5,451 ' 7,736
100199 .. i, 24 C.3,347 5,800
200—-299- ,...... Meree ey . 4 034 ‘ -1,064
300499 ,....... ireeiavaaen, e 2 . 1,886 : A, 028.
S00—899 L. 2 T : o
TO'I‘AL........'........'. ..... -1,335 25,277 . _ ‘32 927

Source " “Indistrial Statistics”, Ministry of International Trade and Iudusm (Flbml 19'57)

Note: - The production_values of workshops "employing less than three wurk(.m are
* the figures of shipments of madufactured products,
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.. Throughout the country, there are morve than 1,000 parts §
tl'n;ers, 317 of which-employ more than 10 workers ’eacoh.pd'llic}?en;z]:'?stagf
bicycles could be classified into frames, handles, mudguards and 18 other
]?art.s, and_parts manufacturers are subcontracting or sub-subcontracting
for manufacturers of finished produets. Parts manufacturers gather
mainly in Tokyo, Osaka and Nagoya, shipping parts and accessories to
manufacturers of finished products, wholesalers and exporters.

The manufacturers of complete bicycles number about 200 in Japan.
One group of them manufacture a few parts and accessories by them-
.selves{ purchase the other parts from parts manufacturers and assemble
them into complete bicycles. The other group buy all the necessary parts
and .accessories and assemble them into complete bicycles. Most of the
“wholesalers in production centers belong to the latter group.

In such a production structure, the Japanese bicycle industry made
spectacular development after the war’s end. Ity production already
reached the prewar peak in 1950, and the output of complete bicycles
finally topped 3 million units by 1959. In prewar years, exports and
domestic consumption were well balanced, but after the end of the war,
exports accounted for roughly 20 per cent of the total production, although
on the gradual increase. The present export scale is roughly 50 per cent
of the peak records of 1937. In other words, the postwar production of
the bicycle industry owes much to lively domestic demands. In 1959,
exports of bicycles rose to $10,570,000, topping the $10 million mark for
the first time in eight years since 1951, Of them, complete bicycles num-
bered 194,000 units, a record high. The United States is importing Japa-
mese bicycles in increasing quantities, and exports to that market totaled
7,000 units in 1958 and 15,000 units in 1959. They are expected to reach
100,000 units in 1963. :

73)'. Future Direction

As mentioned above, the postwar increase in the production of
bicyeles was brought about mainly by brick domestic demands. In fact,
demands in farming communities showed a notable increase in reflec-
tion of booming economic activities in the first half of 1957, and
also demands for bicycles for ladies, cycling, and children soaved
sharply. In the latter half of the year, however, demands slackened,
leading to production cuts and inventory adjustments. Entering 1959,
production began to pick up in the first half of the year, but again signs
of 'a slump in sales of new models were seen in the second ha!f.. -The
prices of basic materials of bicycles tended to go up, while the prices of
bicycles. themselves remained stationary., Under such cireumstances, the
bieyele industry continued voluntary production eurtailments, bug the
levelling of demands led to a bulging of inventories. To cope with this
sithation, the industry was forced to push ratiomalization and 'is now
adopting. such new techniques as oil pressure presses, electrostatic coat-
ing, and glazing gilt. Industrial rationalization accompanying such tech-
nical innovation is being carried out in larger enterprises, but many of
the small and medium enterprises still cannot afford to push it. Among
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amall and mediuvm manufacturers of complete bicycles, there is the ten-
deney of banding together to manufacture, assemble and inspect bicycles.
and purchase basic materials Jomtly

4. Casting Industry

1) Development of Casting Industry

The history of metal ware in Japan is very old, aud ironware made:
its appearance already in remote ages. However, as metals for casting,
copper and bronze were preferred to iron and the casting of bronze bells,
Buddha statues and coines were active. " It was around 747 that the fam-
ous great image of Buddha at Nara was molded. As described in various
topographies, the casting and forging of iron were already done in the
Nara Period (710—794). Enteung the Helan Period (794—1192), cast
iron eame to be manufactured in various places, and pots and kettles
were molded. Affer the Heian Period, Kawachi beeame one of the cast-
ing centers in the countxy Casters in the Kawachi distriet scattered and
settled down in various parts of the countr v to teach casting techuiques.
After the Kamakura Period, casting and forging techniques %mead to
many parts. of the country along with the establishment of the iron-
making industry.

Under the feudalistic setup of the middle ages, the casting business
was operating in the guild system and those specific founders who en-
joyed heavy protection by feudalistic landlords were the pivefs of the
business. Tron pots, kettles and other household utensils. were main
products at that time, but in the latter part of fhe Tokugawa Period
(1603-—-1867), even cannons and other weapons came to be cast..

The foregoing guild svstem survived the Meiji Restoration, but be-
fore long it was broken up, rvesultantly increasing the number of foun-
dries. So long. as foundries limit their production to pots, kettles and
. other household utensils; there were no hopes for further development.
Some -of them completely went ouf of the picture after the Meiji Era.
Especially after aluminium and enamelled ironware began to be import-
ed, they gradually replaced cast iren utensils. - It was at that time that
a shift was made from articles of daily use te machinery. Only those
production centers which could accomplish this shift managed to cateh
up with: the swift development of capitalism and established their foun-
dations as machinery industries. After the Meiji Era, those foundries
which . rose up, casting machines gathered in such indusfrial areas as
Osaka, Nagoya and the Tokyo-Yokohama area.  They came to constxtute
the kernel of the Japanese metal-casting industry. .

- Thus the casting business which had started as a native business
manufacturing cast metal articles of daily use gradually transmuted it-
self into a part of modern machinery industries, and assumed the ch'u-—
acter of subcontractors manufactuung machine palts :

- As a result of this transmutation, the number of enterprises increas-
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ed sharply. The spread of electricity encouraged the establishment of
Shuill anu medium roundries, 1he pumber of foundries in Osaka totaled
14 -in 1899, oniy 14 per cenc of which were operated with motors, gut
n 1305, the ratio rose to 4 bexr cent, 85 per cent in 1919 and 90 per
cent in 19286, : ’

In the Showa Era, the output of the metal-casting industry dr
sharply m 1930-32 affected by a business slump, but grouncl 133:‘(31, ?E%e(g
gan to turn upwards again hecause of wartime demands. In and after
1937 when the Sino-Japanese War occurred, the production of the cast-
ing industry which subcontracted directly and indirectly for the manu-

facture of munitions of war showed a marked increase. Under the semj-
war structure of economy and industry, the ratio of the casting of ma-
chinery against the total output tast climbed, until it topped 90 per cent
after 1938. The casting of articles of daily use was almost banned.

The foundries which had been reorganized as subcontractors for
munitions factories during the course of W

: _ orld War II got released from
various wartime fetters at the time of war's end, and resumed produc-
duction. The production centers in the Tokyo-Yokohama arvea, Osaka,

Nagoya and Kuwana suffered considerable war damage, hut Kawaguchi,
free from bombing, started the production of eivilian poods without a
moment’s delay.. Small and medium enterprises which used to be sub-
contracting for munitions plants during the war had no difficulty in re-
suming production because they had a large amount of stocks of materi-
als or half-finished products. in their hands. A plenty of serap iron re-
sulting from war devastation and other materials obtainable through
blackmarket channels also helped enable the casting industry to lose no
time in resuming production. Right after the war’s end, public demands
for necessities of life were enormous, and therefore the industry found
their products such as pots, kettles, frying pans, even plows and spades
selling like hot: cake. After demands for necessities of life had been al-
most fulfilled, the industry started extending its production activities
to riee-polishing “machines, wheat-polishing machines, flour grinders,
agricultural implements, hot-bulb engines for fishing vessels, rolling
stock and mining equipment and machinery. :

Riding on the crest of brisk demands for daily necessities right after
the war, the casting industry could start production again, but it was not
free from the Dodge Line depression of 1949, Machinery and many
other industries were hit by depression business, and substantial per-
sonnel retrenchments followed.  The metal casting industry was no ex-

ception.  Not a*few factovies were forced to close up in the face of a
sharp drop in orders.

The Dodge depression, however, was terminated by the Korean War
which broke out in June 1950. All industries enjoyed: special military
pProcurements directly or indirectly, and heiped by lively export's,-the
Japanese national economy fast expanded its scale. With restrictions
on pig iron, cokes; ete, lifted one after another, the gasting industry was
able to expand its production activities to meet the mcrez}sed flow of or-
ders from machinery industries. The output of the nation’s cast metal
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surpassed the 1 million ton mark for the. fiest time, being valued at ovel
¥50,000 million,

This booming state did not last long, however. After the Korean
Incident, business suffered a reactionary setback, and the output of east
metals dropped to 7 90,000 tons in 1952, or a decline of about 20 per cent
from the previous year. In the fo]lowmg year, however, general invest-
nients in industrial equipment and machinery began to be animated, ma-
chinery orders increased, and the metal-casting production recovered by-
nearly 20 per cent. The deﬂatmnaly policies whieh were taken from the
end of 1953 showed themselves in the casting industry in the latter half
of 1954, The casting production averaged the 900,000 ton level during
the three years from 1953 to 19565. Although this production level was

rather higher than 790,000 ftons of 1952, small and medium foundries
began to feel the pinch of hard times became of the rising prices of raw
matevials, beating down of subcontract prices, and a shortage of work-
ing funds.

In 1966, geneml 1n\feat1nents in industrial facilities tumed brisk
again, and economic activities reached the “best-ever” point of boom. m_
the autumn of the same year. After 1956, production zoomed again in
the casting industry and reached 1,240,000 tons, recovering the 1 million
ton level for the first time in five years. since the Korean War boom.
This economie boom was called the “Jimmu-keiki boom,” but it was ra-
ther shortlived. Towards the close of 1956, business dropped, and be-
gan to assume the character of a “saucer recession” in 1957. The metal
casting industry, however, did not feel any impact of the recession be-
cause of huge backlogs of orders cavried over from the time of the Jim-
mu-keiki boom, estabhshmg a record hlgh pmductlon of 1 430 000 tons
(or $120 billion in value).

2) Production Structure of Casting I?iclustd'y

Accmdmg to the Japan Casting Industry Association, enterprises
casting pig iron number 3,600 throughout the country, 2,483 of which ar e
speeializing in molding, and the remainder combmmg casting with ship-
‘building, steel-making or other businesses. In the latter group, those
-enterprises which employ 300 workers or more number. as many as 54,
including Hitachi, Ltd., Mitsubishi Shipbuilding & Engineering, Tokyo '
Shibaura Electric Co. and other major -electrical machinery manufac-
turers which are equipped with ‘their own casting facilities, But small
and medium enterprises aceount for. more than 99 per cent of the total
number, and hence it may be safely said that the metal casting industry
is'an mdustly consisting of small and medium enterprises (See Tabie 1).
These enterprises exist mainly in Tokyo, Osaka, Nagoya and their ad-
Jaeent areas (such as Kawaguchi, XKuwana dnd ‘Yokkaichi),

Productlon is being carried out mainly. .on. orders from metal ma-
chinery factories in large industrial aveas, and unless there are sure
plospects of continuous or ders, the industry does not manufacture prod-
ucts. Each founder usually have ‘trade relations with more than 10 -cli- .

ents, and thexe are few whmh are subcontractmg exc]uswely for certain
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machinery makers.

Raw materials are pig iron, scrap iron and scrap steel. Pig iron i
being sold by Fuji, Yawata, Nippon Kokan, Nakaya?ua {frl]d iﬁaﬁﬁalﬁ
steel makers, and foundries are purchasing it through the wholesalers
designated by these five major steel-makers. Scrap iron and steel are
obtained from scrap iron dealers, and they are being imported from the
United States with foreign exchange allocations. The annual imports
amount to 50,000 to 60,000 tons. As mentioned before, the metal east-
ing production reached 1,430,000 tons in 1957, registering an unprece-
dented record. In 1958, it dropped in reflection of general business slug-
gishness, but maintained the 1,160,000 ton level.

Table 1: Specializing and Side:work Foudries

Scale Specializing foundries Side-work foundries
Less than 9 workers ...v oo veneaon. 730 398
00— 18 e e Y08 1319
20— 20 i 399 145
A0— 3% e s N 130 75
B 1 83 37
B0— B9 L i i e, 549 . 37
60— 79 o e 39 27
80— 99 ............ ) ey 25 28
100-—149 ..., . . 22 Al
150300 L....viiuiiann...,. 13 RE]
Over 300 L. . i ieieen, 54
2 I P 2,483 1,190

Scurce: Japan Ca.st_ing Industry Association Cas of end-December 1958).

"The prices of products are usually about three times as high as those
of raw materials. But nowadays the per ton prices of products aver-
age about ¥72,000 as compared to ¥31,000 for per ton raw material,
Management is by no means easy, and those foundries which cannot af-
ford to replenish necessary raw materials are appearing.  Orders, how-
ever, are considerable. Aware of persistent strong investments in in-
dustrial facilities, the casting industry is rather optimistic about its fu-
fure prospects. ‘ : ‘ :

Exports are not finished products, are the so-called indirect exports,
and are hard to grasp. The industry is forming cooperative associa-
tions throughout the country which jointly purchase raw materials, faci-
litate finance, or discount bills. It also shows keen interest in the min-
imum wage system, and Kawaguchi City has already adopted it since
April 1959. -

3)  Technigques in Casting Industry

The Japanese metal casting industry had undergone an industrial
revolution during the Russo-Japanese War and World War I, and had es-
tablished its foundations as an industry which manufactured parts for
machinery industries. During this period, it had gone through a tech-
nieal innovation in the following manner: .
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(a) Transfer from charcoal to coke for fuel
(b) Transfer from the traditional firing mold to loam mold

(e) Tmnsfm from iron qand pig iron fo blast furnace plg iron for
raw material :

{d) Transfer from manpowel 1o steam power fmd fulthe1 to elec-
trie power for blowing

Thlough such technical innovation, the Japanese mdu%tly developed
technically. ~ Since the production process of the industry is relatively
simple, however, hordes of petty foundries came into existence, their
teehnical standards were low, and there were left many unmodern aspects
of entreprenenral management.

After the end of World War 1I, specifically after the Korean War,
the scale of the Japanese economy had shown remarkable expansion, dlll-
Ing which time the easting industry showed keen interest in industrial
modernization, Technical standards have since then been raised con-
spicuously, and progress in modernization was especially remarkable in
small and medium foundries, The industry is now on the threshold of
another major technical reformation. The recent modernization of in-
dustrial facilities will be explained in the following:

The metal castmn' process could be divided into melting, sand treat-
ment, moulding, casting, finishing and inspeetion.

(1) AMelting—The cupola furnace of old type is gradually going
out of use, except in petty foundries, being replaced by the cupola
furnace. The blowing equipment used to be of the cold-wind type, but
recently it has been remodeled into either the semi-hot or hot blast type
to ensure melting at high temperatures, and thereby improve quality.
Some of the large-scale enterprises in the machinery industry which do

- metal casting business as a side busmes% have mst,nlled elect,nc flunaces
instead of cupola furnaces.

{(2) Sond t» eatmont—Few foundem had pmd -1ttent10n to improve-
ment of sand treatment, and most depended on the intuition of skilled
hands.  Now that it is required to make the surface of cast metals as
smooth and beautiful as possible, scientific treatment of sand in quality
control and blending has come to assnme great importance. ' In recent
years, sand treatment has come to be done by the use of machines.

Machines for such sand treatment mclude sand dryers, sand mills,
sand mixers, sand blenders, and sand sercens.. Of course, only large
foundries could install a set. of these machines and equipment. The
greater part of the foundries are introducing one or two types of ma-
chines, but quahtatne impr ovements on sand treatment 'md products are
notewmthy . :

: (3) M Oufde—The mou]dmg is the prmmpctl process of-wor ks at
foundries, and moulders are the main force of labor: In fact, the labor
productivity of a foundry is represented by the production amount per
moulder. But their heavy zmual labhor and unwholesome working con-
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ditions (including high temperatures) make job-seekers shy of becoming
moulders.

Recently molding machines are being introduced to
labor of moulders and improve the qualities of cast-metal products. The
adoption of these moulding machines is especially active in medium and
large foundries. These foundries, however, have not adopted the con-
veyor system for the transportation of sand and hot water as yet. The
conveyor system, when connected directly to the moulding process, is
expected to enhance productivity by five times.

lessen the heavy

(4) #inishing—The finishing process includes the br
sand, removing of fin, welding, acid washing, grinding and annealing.
As the surfaces of cast-metal produets are strongly required to be smooth
and beautiful, greater importance has come to be attached to the remov-
ing of sand and fin. Until some time ago, tumblers, grinders and com-
pressors were the main tooly for cleaning, hut nowadays shot-blasts or
sand-blasts have come into use, improving the qualities of cast-metal
products markedly.

ushing off of

. (B) Conveyance—Not only the metal-easting industry but also other
smaller industries have ignored improvement of conveyance facilities.
In most foundries, handearts, hand cranes and. chain-blocks were the
means of conveyance, but recently motor cranes, hoists and monorails
have come to be installed in medium and large seale foundries.

%)  Future Dirvection

Such industrial modernization has brought about remarkable im-
provements on the qualities of cast-metal products and labor productivity.
Working conditions and labor organization are also making progress in
modernization. It is to be admitted, howaver, that the progress of in-
dustrial modernization is widening the disparity among enterprises. The
gap between small enterprises on the one hand and medium and large
enterprises. on the other has been deepened. This phenomenon is of
course not exclusive to the metal-casting industry. However, such a
dual structure, which characterizes the Japanese economy, will remain a

puzzling question that the metal-casting industry will have to tackle and
solve, ' S
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Chemical Industries

(I} Glass Products Industry

1) Development of glass mrodiets =indust1'y

It is said that the manufacture of glass products in Japan was start-
ed even before the age of Emperor Nintokuy (311-399), It was with the
setting up of the Shinagawa Glass Works which was first founded in
1873 and purchased by the Government three years later that it establish-
ed its basis as 2 modern industry. The Shinagawa Glass Works was dis-
solved in 1892. Part of its employees, however, opened their own plants,
and these plants later increased gradually. During the first world war,
the glass products manufacturing industry made rapid strides, and in
1919 the number of plants throughout the country reached 1,200 with a
total of 20,000 workers, turning out ¥42 million worth of products.

Like many other industries, the glass products industry suffered from
a depression in the early period of Showa (1926 —). With the re-ban-
ning of gold export, however, it began to be developed again. It was
during this period of depression that the automatic bottle manufacturing
machines became popular, adopted by Japan Glass Industry Co. and To-
kunaga Glass Industry Co. The industry reached its peak in 1937 when
455,000 tons of products were turned out at 1,100 plants with an ag-
eregate of 85,600 workers. : : '

‘This boom, however, did not last long. With the outbreak of the
Sino-Japanese Incident and the Pacific War, the industry ran inte dif-
ficulties. The glass industry, regarded as a peace-time industry, was
largely curfailed in the enterprise adjustment carried out by the Gov-
ernment in 1941 and again in 1943. As a result, it was reduced to one-
six (170-odd) in the number of plants and one-third (15,000 tons) in
- the monthly production capacity compared with the peak year of 1937.
With many plants. destroyed by air-raids, the number of plants fell to
115 immediately after the end of the war. Subsequently, however, the
industry was reconstructed steadily, with the number of plants now in-
creasing to about 400. Compared with the peak year of 1937, however,
the present number of plants is still only one-third.

- 2) Strueture of production

Major glass produets include glass bottles, vessels for table and
kitchen use, articles for physical, chemieal and medical use, and appara-
tuses for illumination. These articles combine to reach ¥27,400 million
annually, accounting for 48 per cent of the total glass production. Glass
- production is coneentrated in big consumption areas centering on Osaka-
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Kobe, Tokyo-Yokohama, Nagoya and Fikuoka. This is because glass.
products are edsily damaged.

Japan’s glass products manufacturing industry is composed of more
than 400 medium and small enterprises. Of the total, 10 are compara-
tively large makers each havihg more than 800 employees, engaged in
the manufactire of various types of hottles for sake, beer, tilk and 80y
sauce by the use of automatic bottle manufacturing machines. The other
manufacturers are mostly small-scale enterpiisers each having not more.
than 50 employees. These smaller makers manufacture bottles for drugs
and cosmetics, ampuls, and decoration glass, adopting the semi-automa-.
tic production system or artificial blowing system.

Thus; the field of production is divided rather distinetly according
to the business séale and production method. This is because bottles for
drinks and seasonings are uniforin in shape and color and enjoy great.
demands and therefore are suitable for mass production, while other
hotiles, that is, those for drugs and cosmetics, largely vary in shape and
color with comparatively small demand and therefore are suitable for-
production at the smaller plants. Recently, however, the preduction field
of the smallér énterprises has been narrowed due to the vigorous ad-.
vance of big makers.

Raw materials for glass products include soda-ash, silica sand and.
lime. They are melted and shaped (mechanized processes at big enter-.
prises, but hand work at most of the smaller enterprises). They are sub-.
jected fo printing if needed. The finished products are sold to commis-
sion merchants or directly to consumers.

In the following paragraphs, explanations will he given about the
production strueture of major items of glass products, including (1)
antomatically-manufactured bottles, (2) bottles for cosmeties and drugs,
(3) glass products for dinner-table and kitchen use, and (4) ampuls.

(1) .. Automaticaily-manufactured bottles

There are now 10 companies engaged in the antomatic manufacture.
of bottles, Of the total, thiee are under the exclusive control of the na-.
tion's three major beer companies, and produce mainly beer bottles and
fruit juicé bottles, They also receive orders from other companies for
various other types of hottles and manufacture eye-glass lenses. The
other seven companies turn out bottles for sake, milk, fruit juice; soy
sauce and beer. '

After the war, a system under which empty bottles are recovered in
a link with the sales of boftled foodstuffs came to be popularly adopted.
Due to this system, re-use of emptied bottles is smooth, making the de-
marnids for 1ew bottles only those for the replacement of broken or dam-.
‘aged old bottles. - This fact is greatly hampering the recovery of bottles
production. ~During the last three years, bottles production halved de-
spite the increased beer production. This is due to the fact that the
demaiid foi new bottles was onily 11 per cent of the bottles in use an-
nually. The same is true with sake and soy satice bottles. For bottles
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for Western liquors, however,. the 1eplacement rate is 60 per cent or so,
and the production of new botties is increasing. This is because bottles
for Western liquors differ greatly in shape and color according to manu-
facturers and are not interchangeable with one another,

Demands for bottles fluctuate from season to season, affecting pro-
duction. Production is highest in February-May for boitles for soft
drinks, April-August for beer botiles, August- Octobe1 fo1 milk bottles,
and October-Pecember for sake bottles,

The problem for the glass bottle manufacturers is that they cannot
readily curtail production even when demand declines. That is, once
the kiln is burned, the fire must not be extinguished for about a year
until the time when new kilns are built next.year.  This means produc-
tion must continue irrespective of orders for the products. Therefore,
decreased orders inevitably result in increased stockpiles.

The manufactuvers’ inventories have decreased somewhat since 1959.
They, however, are still equal to their two months’ ontput, makmg their
funds opelatlon rather difficult.

Exports, which occupied 33.5 per cent of the total outpuf of 445, 000
tons in 1937, accounted for only 4.7 per cent of produetion in 1957. Rea-
sons for f:he export shrinkage are Japan's loss of the Chinese market,
the increased rate of self-supply among Southeast Asian countries and
vigorous advance of West German products as well as the low interna-
tional competitive power of Japanese products due to the 1'el'1t1ve1y high
costs of raw materials. '

Main raw materials for glass products include gilica sand, borax,'
soda ash, petroleum and heavy oil. Japan depends on foreign countries
{or the supply of nearly all these materials, exceptmg silica sand Whlch
is domestically produced.

The cost of automatmally-manufactured bottles is broken down into
the raw materials cost, 37 per cent .of the total, fuel cost, 28 per cent,
processing cost, 20 per cent, and other expenses, 20 per cent. That is,

" the -cost of fue] accounts for a considerably large part.. In an attempt to
cut the fuel eost, nearly all plants have already switched from coal to
heavy oil, The switch to heaw,r oil, it iy expected will cut the cost by
s0me ‘seven per cent

(2) Bottles for cosmetics and drugs -

~ The annual production of these hottles now qpploxmmtes 80,000
lons, valued at about ¥4,500 million, accounting for 15 per cent of all
ihe glass products in both quantity. and value.

-Like other glass products, major production centers are the Tokyo- ‘
Yokohama and Osaka-Kobe areas, which combine to account for eight
Pper-cent of the total output. Wldely different in shape. and color and .
rather small in demand, bottles for cosmetics and drugs are manufactur-
ed by relatively small makels by a seml-autom'ltlc manufacturing meth- :
od or artificial blowing method. ' . .
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Their production was only 80,000 tons in 1959, as against the pre-
war record of 905,000 tons. The slow postwar recovery of produclt)ioeil
is attributable to the sluggish export as well as the fact that cosmetics
production is still below its prewar level. Exports of drug bottles ae-

count. for only one per cent of theiy production, whereas they reached 50
per cent before the war. i

Bottles for cosmetics and drugs are both manufactured on the basig
of the orders: received. While demands for cosmetics bottles are rather
small, those for drugs hottles, many of them being the same in shape
and color, are big. = It often happens that orders are too big for a single
maker to supply. A drug company usually places its order with one
bottle maker, which in {urn seeks cooperation from other bottle makers
as its sub-contractors. Recently, large manufacturers, equipped with
automatic bottle manufacturing machines, have also started the manu-
facture of drug bottles, putting big pressure on medium and small makers.
With the advance of big makers on the one hand, and with increased
stockpiles on the other, medium and small manufacturers are being put
in a predicament. :

(3) - Glass products for table and kitchen use

These products account for 18 and 10 per cent, respectively, of the
total glass produets in weight and monetary value, with their monetary
value being ¥2,700 million or thereabouts. They are broken down into
cups and glasses, 52 per cent, dishes and bowls, 17 per cent, ash-trays
and vases, five per cent, and others, 20 per cent. The production centers
are Tokyo and Osaka areas, the former producing high quality goods
and the latter low quality goods. In the past, the low-priced Osaka
preducts advanced into the Tokyo market. . Recently, however, the trend
has been increasing for products in Tokyo, which are generally lower in
price than Osaka products, to make inroads into the Osaka market.

Of late, big manufacturers have also started the production of cups
and glasses which had been manufactured by medium and small makers
by the semi-antomatic or artificial blowing method. With the aid of
modern machines, they are now mass-producing cups and glaszes weigh-
ing six to eight ounces each. To meet this advance of big enterprises,
part of the medium and small manufacturers are endeavoring to elevate
the quality of their products by emploving special designers or streng-
then their sales network through closer tieups with commission mer-
‘chants.

The encroachment of the market by plastics products was once feay-
ed. With the re-recognition of the merits of glass, ho*:vever, this -fe_ar
has been dispelled. However, the price of fuel—heavy oil~—has been ris-
ing five to 10 per cent annually sinee 1959, and hesides, the_pe_rlod be-
tween sight and payment of the bills they receive frcn:n commission mer-
“chants is tending to be prolonged. This, coupled with the advance of
big manufacturers, is darkening the future prospect of the medium and
small enterprises engaged in the manufacture of glass products for table
and kitchen use. . :



Expolts; which occupied 63 - pe1 cent of the tota} output before the
war, have décréased to 20 per ¢ént or so since the erxd 'of the war.

(4) Ampuls

About 41 per cent of the nation’s total '1mpul productign is tmned
out in the Osaka area, and 31 per cent in the Tokye area. This Feogtra-
phic concentration of the a'mpul ploduction is due to the concentration
of drug manufactirers who die the maJm customei's, The ampul makers
nimbered 102 thr oughout the count¥y as of the end of December 1958.
In addition, drug comipanies also have their own ampu! produetion divi-
sions, Whose number, however, is unkhown.

In the past, no eapital was 1equned for the ploductlon of ampuls.
It was possible with only gass supplv facilities, gas burners and somie
other simplé equipment, with raw materials distributed by comthission
merchants. Therefore, a large number of sub-contractors mushroomed,
causing keen competltlon for processing charges. . With the subsequent
management rationalization among many sections of industry, however,
pharmaceutical companies have come to use automatic drug filling ma=
chines and demand ampuls of uniform quality. To meet the situation,
part of ampul makers endeavored to manufaéture ampuls of uniform
quality by importing antomatic ampul manufacturing machines. As a
result, medium and small makers having no modern equipment have been
weeded out, redueing the number of ampu] makms, which once surpass-
ed 1,000, to only 102 in 1958,

By capacity, ampuls ave classified into 1 ce, 2 ce, 5 ce, 10 ee, 20 ce,
250 cc, and 500 cc ampuls. Of the total, 1 cc to 5 cc ampuls account for
TO per cent, In 1957, ampul productwn reacted 47,700,000 tons, valued
at ¥642 million, accounting for only 2.3 per cent of the tot'll g]ass prod-
ucts output in monetary ‘value.

Seventy-ﬁve Pt cent of the totai ampnl production is pmrchased by
. the 10 majoi pharmaceutical comipanies. Production is all carried out
on the hasis of the orders received. Demands from pharmaceutical com:
panies, however, are hot constant. It often happens that they place big
orders at a time. Ampul manufacturers. therefore. have to keep con-
sidefable amounts of stocks, Since, however, each of the 10 major phar-
macéutical companies has its own sneecifications for the ampuls it uses.
aifipuls used by one compiny are hardly interchangeable with those used
by ai]nothen This fact is causing the ampul makers’ stocks to iricrease
further : ' o

3): "Coﬂc’lusim’z L .

. Major customers being large ‘pharmaceutical companies, beer manu-
facturers and sake makers, the glas ploductq m‘muf*tctmmg mdus’cry
mainly composed of medlum and small enterprises, is abt to be put in an

unfavorable nosition.  Inasmuch as this problem is mherent in the in-
_dustly, 1ts solution is believed not so easy.
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(I1) Oils and Fats Industry

1) Outline of oils and futs products

The oils and fats indusiry is divided into (1) the oils and fats manu-
facturing. industry using soybeans, peanuts and rape-seed as raw ma-
terials and (2) the oils and fats products manufacturing industry pro-
ducing hardened oil, fatty acid, glycerine, soap, paints, ete. with fats
and oils as raw materials.

Fats and oils are also classified into edible oils and fats and those
for industrial use.

Edible oils and fats are divided into vegetable oils and fats includ-
ing soybean ail, rape-seed oil, eotton-seed oil, peanut oil, sesame-seed oil
and coconut oil, and animal oils and fats including whale oil, beef tallow,
sardine oil and man-made butter. There are the following three meth-
ods of manufacture of edible oils and fats: (1) the compression method
in which raw materials are pressed, (2) the extraction method in which
oils and fats are extracted from the raw materials by the use of such
solvents as benzene and alcohol, and (3) the manufacture of artificial
butter for which varions raw material oils and fats are dissolved and
mixed. The extraction method requires a larger amount of capital than
. the compression method. It also needs complicate machinery equipment..

Because of its higher rate of oil extraction, however, an increasing nam-
her of plants, especially large-scale plants handling a large quantity of
soybeans, are now employing this method (the successive extraction
method).

Qils and fats for industrial use ave also divided into vegetable and
animal oils and fats. Because of their relatively little smell, vegetable
oils and fats are dissolved into fatty acid and glycerine; the latter heing
used as material for soap, prease and candles, Animal oils and fats in-
clude, among others, whale oil, fish oil and beef tallow. To remove their
rather strong smell, whale oil and fish oil are made into hardened oil by
adding hydrogen and then used as material for soap or for other‘ in-
dustrial purposes. At present, however, they are mostly dissolved into
faity oil for industrial use.

. How are the development and present conditions of the o_ils and fats
industry? In this chapter, the industry is divided into the oils and f.at_s
manufacturing industry and the oils and fats products m_ar_mfacturmg
industry, and explanations will be given about the vegetable oils and fats
manufacturing industry as representative of thq former, and the soap
manufacturing industry which has the longest history among the latter
group, : i

2) Oils and fats ?na-nﬁ.fa.ctm'ing ndustry
1. History

The history of oil extraction in Japan dates as far back as 1,500 years
ago. - In olden times, vegetable oils included sesame-seed oil, walnut oil
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and hemp oil, which were first used for lighting. Subsequently, they
came to be used also as foodstufl's, and drugs as well as for painting and
polishing. In the Tokugawa period, inereased production was encour-
aged for rape seed and cotton seed, and the sales and purchases of oils
were put under the control of the Tokugawa Shogunate. The o0il manu-
facturing business at that time was not yet a modern industry, carried
ottt as the so-called household industry under the control of commission
merchants. The manufacturers were granted various privileges by the
Shogunate in return for the money they paid to it, Oil commission mer-
chants in Edo {present Tokyo) and Osaka formed a special organization
which was given the power of monopoly by the Shogunate,.

It was in the Meiji Era (1868-1911) that the oils and fats manu-
facturing business established itself as a modern industry. In the 20th
year of Meiji (1887), corporations using oil manufacturing machines
were established one after another. In 1889, machines for oil extraction
were first licensed, and oil manufacture by the extraction method was
started on a commercial basis. In 1902, soybean oil manufacture by
the compression method was started, and in 1910, the extraction method
by the use of benzene was adopted on a commereial basis. In 1907, the
Nisshin Soybean Cake Manufacturing Works and Suzuki Drugs Manu-
facturing Works, which are the precursors of the present Nisshin Qils
Manufacturing Co, and Ajinomoto Co., respectively, were established.
In the Taisho Era (1912-1925), The Honen Oil Manufacturing Co. and
the Nikka Oils and Fats Co. were set up.

From the early part of Showa to the outbreak of the Smo Japanese
Incident, the industry emerged from the depression into the period of
recovery, Throughout this period, the manufacturers staged cut-throat
sales competition on the domestic market and the centralization of enter-
prises progressed. The sales competition continued until around the out-
break of World War II when oils and fats were placed under strict Gov-
ernment control. Until around 1938, edible oils had been actively ex-
po1ted centering on 1ape-seed oil and soybean oil. Due to the strengthen~
-ing of export control in September 1939, however, their exports dropped
sharply, and were all but suspended after the outbreak of World War IL

During World War I1, the Government control over edible oils was
strengthened further, The collection and distribution of zape-seed and
soybeans had already been put under the Government control in 1940.
In 1942, the oils and fats manufacturing industry was completely placed
under the Government control with the establishment of a special organ
for a sweeping control over the distribution of oils and fats named the
Teikoku Oils Control Co. Meanwhile, the streamlining of enterprises
progressed fast in accordance with the Enterprise Adjustment Law pro-
mulgated the same year, resulting in the closure of many plants.

- With the termination of the war, the Teikoku Oils Control Co. was
dissolved, and in 1948 the Oils Distribution Public Corporation was set
up in its place. With the steady progress of the reconstruction of wan-
~damaged plants and the establishment of new plants and the resultant
marked increase in the production of oils and fats as well as their raw
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‘materials, ‘howgver‘. the Government totally removed, in 1950, the con-
trol over the distribution and prices of all oils and fats and their raw

materials, except soybeans. In the following year, the Qils Distributi
Public Corporation was dissolved. ' ils Distribution

2, Present Conditions

Geographically, oils manufacturing plants are located mostly in the
areas producing raw materials, in the vieinity of port cities through
which they are imported, and in the areas with consumption centers in
the background. Fov example, plants manufacturing soybean oil, cot-
ton-seed oil and ecoconul oil depending on imported raw materials are
located mostly in Osaka, Hyogo, Shizuoka, Aichi, Mie, Fukuoka and Ka-
nagawa prefectures as well as in the neighborhood of Tokyo. Rape-seed
oil plants are conecentrated in the raw materials producing areas, includ-
ing Mie, Aichi, Gifu, Ozaka, Hyogo, Shiga, Fukuoka and Saga prefec-
tures. : ' _

In 19597, vegetable oils and fats manufacturing plants numbered 1,175,
of which only five were large companies having more than 300 employees
each, the remaining 99 per cent being medium and small enterprises.
(See Table 1.) Compared with 1951 when there were 3,473 plants, the
nomber of plants in 1957 was less than half, Raw material processing
and oils and fats production in the same year, however, was about twice
as large as in 1951. This is believed due to the closmre or merger of
the small manufacturing plants which had mushroomed with the sharp
increase in the demand for oils and fats following the war's end. The
number of employees also halved, while raw materials processing and
oils and fats produetion per capita of workers regictered an about four-
fold increase, and the plant operation rate about double. This indicates
the gradual progress of the modernization of plant equipment among
medinm and small enterprises to cope with the advance of large enter-
prises.

Table 1: Vegetable Qils Manufacturing Industry

Ship;ﬁen!s

Enterprise scale Ne. of enterprises  No. of employees ¢in X1 million)

(No. of employees)

e TR T L5 1, 500
E e T S 141 1,113 2,628
T0= 19 i vriiiirinnen s 665 860 3,291
S20— 29 L., U, a3 558 . 2,207
30— 49 ... e 23 . 825 4,736
5099 ,........ i s 3,460 a4, 269
I00—199 . i i e 12 xr a
C20—299 L. ee ferreans . 0 o =
300499 . ....... eeeeraaeean il 2,515 26, 819
P09 oo S U S
T T rarAL L 1,175 11, 246 75,772

............

Source: * Industrinl Statistics™ compiled by the Ministry of International Trade and.
Industry (Fiscal 1957).

In the oils and fats manufacturing industry, there are great dif-
ferences between large plants and medinm and small plants. Usually,
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the former is called “‘sea plants,” while the latter is referred to as “moun-
tain plants.” These names are based on their geographic location. The
“sea plants” are located in the vicinity of sea ports importing raw ma-
terials and are equipped with modern machines for continuous oil extrac-
tion, using soybeans as the major raw material. They are in a position
to sell the exoleated soybeans as feed as well as for the manufacture of
miso (bean-mash), soy sauce and tofu {(bean-curd). On the other hand,
the “mountain plants” are mostly equipped with compression machines,
using rape-seed as the main raw material. There are not a few cases in
which “mountain plants” are operated by farmers with their househoid
. labor, and their produets, rape-seed oil, are exchanged for the raw ma-

terial, rape-seed, in a bariler trade between them and farmers. :

With regard to raw materials, they are mostly imported from for-
eign countries, with the exception of rape-seed. In particular, almost
all the needed soybeans are imported, with 90 per cent coming from the
United States. Before the war, soybeans were actively produced dome-
stically, compared with other raw materials for oils and fats. With these
domestic soybeans used for the manufacture of bean-mash and soy sauce,
however, Japan depended on China for the edible oils it needed. After
the war, however, the import of raw materials for oils and fats, includ-
ing soybeans, came t0 be made with American aid funds. Since 1950,
they have been imported with commercial funds on a private hasis, with
the United States supplying the bulk of the imports.” The import of for-
eign soybeans is regulated by the foreign exchange allocation system, and
the imported soybeans are distributed among enterprises in aceordance
with the actual results in the past. Therefore, the majority of them are
allocated to a small number of large enterprises. If the import of soy-
beans is liberalized in the near future, this inequality in their distribu-
tion may be eliminated to some extent. The liberalization of soybeans
import, however, is considered very difficult inasmuch as there is a great
difference between the prices of domestic and foreign soybeans. If the
import of soybeans is unconditionally liberalized, domestic soyvbean mann-
facturers will be hit hard. In view of the situation, the Government is
still balking at the liberalization. : C -

The majority of the needed rape-seed are domestically supplied.
They are collected by the National Federation of Agricultural Sales Co-
-operative Unions through the cooperative unions and sold to the larger
and smaller enterprises. - Therefore, medium and small enterprises, es-
pecially the latter, find it very difficuit to obtain the needed rape-seed.
They buy unexamined rape-seed directly from producers or are engaged
in rape-seed oil manufacture as subcontractors. Due to the lack of the
adequate sales network, in addition to the difficulty in obtaining the raw
material, small enterprises in loeal areas are in a plight, and are com-
pelled to go out of business or be amalgamated by large or medium enter-
" prises. : ‘ L o

Due to vigorous PR camvaigns for the improvement of the dietary
life, bread and dishes usging edible oils and fats are becoming increasing-
ly popular even among people in the rural district, boosting the demand
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for ec_IibIe oils and fats. Considering the current plant capacity, a fur-
ther Inerease of vegetable oils production will be possible, and };igh ex-
bectations arve entertained for the expansion of the domestie market and
promotion of exports.

With the removal of controls on oils and fat
small manufacturers, in their effort to
organized the Japan Federation of Oils
Unions, which is engaged in offering gui
the joint purchases of raw materi

8 in 1950, medium and
compete with large enterprises,
and Fats Industry Cooperative
(l_ance to member enterprises in
als and joint sales of finished produets,

(IIT) Qils and Fals Products Manufacturing Indusiry
1) History
The oils and fats products manut

] acturing industvy was started with
the manufacture of soap. It is s

| aid to have been in the period of Oda
and Toyotomi (the 16th century) that soap was first introduced into Ja-
ran. It seems that at that time it was used mainly in medical treat-

men. Toward the close of the Tokugawa period, physicians were engag-

ed in the domestic manufacture of soap. After Japan opened its ports

for foreign trade in the Ansel Eva (1854-1860), the manufacturing
method of soap was introduced into Japan. On thig techniecal basis, the

soap manufacturing industry began to establish itsef at the outset of the
Meiji Era (1868-1912). .

The first soap manufacturing plant in Japan was set up by Mr.
Wagner who came to Japan in 1854. From around 1857, new plants
were established in Tokyo and Yokohama, and later in Osaka and Kobe,
with the introduction of European manufacturing techniques. The dome-
stic production of soap increased, almost equalling imports around 1877.
In 1879, domestic output reached ¥100,000 in monetary value, surpass-
ing imports which stood at ¥60,000. Six vears later, Japan’s soap ex-
ports topped its imports.  Avound 1887, the soap manufacturing indus-
try was developed into a modern industry making use of machines.
Arvound 1882, mechanical processing of coconut oil using steam power.
was full-fledgedly started, and many plants mushroomed.

The first world war provided conditions for the fast development of
the soap manufacturing industry as a modern industry. Although soap .
imports were suspended due to the war, the hardened oil industry has
already been iniroduced into Japan in 1913 and the glycerine industry
also established itself in Japan around 1916-17. Therefore_. Japan’s soap
industry absorbed the glycerine industry and stepped up _lts product{on,
using. hardened oil as the raw material, until 1940, Dm_'mg the period,
however, large manufacturers of hardened oil advaneed into the ﬁgld of
soap manufacture, oppressing medium and small goap makers., who man-
aged fo conlinue business as sub-cantractors of hardened oil manufac-
turers or large soap manufacturers,

During World War II, the soap industry, 1‘e_g,m'ded a8 a peace-lime
industry, was oppressed hard, with many medium and small makers
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liguidated or amalgamated in the Government-pushed enterprise adjust-
ment. After the war, hardened oil was replaced by beef tallow as the
raw material for soap. The beef tallow was mosfly imported from the
United States instead of Australin. Following the end of the “Korean
War boom,” the price of beef tallow staged a reactional dip, dealing a
heavy blow to those large soap manufacturers who had purchased this
raw material abundantly. The plunge of the beef tallow price changed
the relative positions of large manufacturers and medium and small
makers, placing the latter in a favorable position. Subsequently, how-
ever, large manufacturers recaptured hegemony. on the strength of tech-
nological innovation, including the adoption of continuous deodorization
machines and hardened oil manufacturing machines, widening the gap
between them and medium and small makers in manufacturing tech-
nigues as well as the quality of produets. '

2) Present Conditions

Inasmuch as the manufacture of soap does not require advanced
fechniques and large eapital, an overwhelmingly large part of soap mak-
ers were medium and small enterprises. Recently, however, the advance
of large manufacturers has been noticeable, with the resultant centraliza-
tion of production. According to the “Industrial Statistics” for fiscal
1957, out of the total 348 soap manufacturing enterprises, those having
not more than nine employees each numbered 197, accounting for 56 per
cent of the total. Those having not more than 300 employees each reach-
ed 340, while large enterprises having more than 300 employees number-
ed only eight, accounting for 2.5 per cent of the total. (See Table 2.)
On the other hand, a survey by the Japan Qils and Fats Industrinl As-
sociation in 1958, 15 major manufacturers accounted for 53.6 per eent
of the nation’s total soap production. Ttem-wise, their products occupi-
ed 62 per cent in toilet-soap, 55 per cent in powdered soap and 51 per
cent in laundry soap (solid). Considering that laundry soap occupies a
big weight among the preducts of medium and small makers, the recent
trend toward the gradual replacement of laundry soap (solid) by pow-

Table 2: Sdap Mnnuf;lcturing In&ustry

Shipments

Scale of enterprise . ’
CNO' O{__E_TPIOS??S) No. of enlerprnsés ) No. of empI?yees B (Y 1 million_} N
B 02 . 230 - C 214
4— 9., J R 95 - ‘ 604 911
10—-19 i, ‘ 65 R 803 © - ' - 1,684
20— 29 e v 32 . 781 - s 1,751 .
30— 49,....... Ceee e .18 - . 684 . 1,975
B0— 90 i 18 1,181 . - ) 3,540
%gg—;gg .................. veed 8 1,538 ' : 5, 800
200289 0 o - 2 : -x &
300499 .. ... vene 4 1,470 L 6,949
S00—99D .. ... ... . ..., ees 3 3,225 16,237
L,000— i, 1 xr T
TOTAL .............Le - 348 10,606 39,164

© Source: {Sdu}qtrial Statistics, the Ministry of International Trade “and  Tndustry. (Fiscal
: i 57}, : ’
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dered soap seems to be expediting

; the centralization of soap vodueti
More than 490 per cent of soa Bpp on.

P manufacturing plants are located in
Osaka, Nagoya and Tokyo which are consumption centers and good ports

1’01‘_the imporc of beet tallow for the supply of which the soap makers
entirely depend on foreign countries.

The manufacture of soap is so simple that it is made by boiling
heef tallow in a soap-boiling kettle, Therefore, it is regarded as difficult
to estimate its exact production figure. According to the annual Yeports
‘published by the Japan Oils and Fats Industrial Association, wheh are
considered most reliable, in 1958 production totaled 60,000 tons for toi-
let-goap, 192,000 tons for laundry soap, 6,000 tons for soap for textiles,
1,000 tons for soap for industrial use, 81,000 tons for powdered soap,
and 2,000 tons for others, aggregating 345,000 tons.

Among the various items, powdered soap registered a sharp produc-
tion inecrease after the war. Their production index rose to 141 in 1957
(the index for 1956: 100) and further to 182 in 1958, Responsible for
this signal gain of powdered soap production is the popular use of elec-
tric washing machines not only among urban families but rural familieg
as well. On the other hand, the production to toilet-soap has been mark-
ing time, indicative of the stabilized demand situation, With the diffu-
sion of knowledge on sanitation as well as increase in population, the de-
mand for toilet-soap is also expected to go up gradually, if not fast. The
stagnation or the downtrend of the production of soap for textiles and
industrial use is due to its replacement by ehemical cleaning materials
made from mineral oil and aleohol.

In 1939, soap exports reached 71,000 tons, or 27.2 per cent of the
total production. After the war, however, soap exports declined sharply
due to Japan’s loss of big markets, including China and Korea, as well
a8 the fact that the low-priced fish oil was replaced by the high-priced
beef tallow as the raw material. In 1955, exporis were 1,585 tons, or
0.6 per cent of the total output, while in 1958, they were 1,302 tons, or
0.4 per cent. o .

It is feared that the expected liberalization of Amport will hit hard
the manufacture of toilet-soap through the influx of foreign products: For
laundry soap and powdered soap, however, the liberalization is believed
to have only little effect since these two items have ample international
competitive power in both quality and production cost. Attracting gre:}t-
er concern among soap mamifacturing circles is how to check the in-
tensified drive for underselling resulting from unfair competition among
the manufacturers. As a means to solve this problem, it is planned to
establish a special union to control the import of raw materials and ship-
ment of finished products, Since, however, large manufact'urers account
for the bulk of the total production of the industry, as mentmqed already,
fear is entertained as to what effects the new measure will have on
medium and small makers. Competition between soap -_and oth'el' clea}l
ing materials, which is seen only between those for textile and industri-
al use, is not vet considered a serious problem. ‘In the future, however,
it will pose a hig problem. : '
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1v.

Ceramics Industry

1) Deve]opment of Ceramics Industry

It was between the closing years of the middle ages to the eally years
of the modern times that the produetion of china and poreelain was
started on a eommercial basis, and under feudal lords’ heavy protection
during the Tokugawa Period, the ceramiecs industry made long strides.
The production centers were Seto, Owari, Mino, Awata Shimizu (Kyoto
Prefecture), Arita (in northern Kyushu), etc.

- Entering the Meiji Era, the production of china and porcelain made
Turther development, because direct velations with overseas markets
had been established. The Mem government took positive export pro-
motion measures, and Japan’s participation in expositions abroad in 1873
and 1876 helped open up export opportunities for ceramic ware,

Exports of china and porcelain rose steeply from around 1877 and
reached about ¥62,000 in 1882, or 1.5 per cent of the nation’s total ex-
port value, The export value was the second highest, following only
that of raw silk, After 1878, the production of ceramic ware stagnated.
Despite a decline in domestic demands, 52 per cent of the total produe-
tion was exported in 1882. This fact substantiates that the Japanese
ceramics industry had developed on the strength of brisk exports. Al-
though production centers of ceramic ware for domestic consumption re-
mained in stagnation, Seto, Arita and Mino, which lost no time. in em-
phasizing the preduction of china and porcelain for export, enjoyed pro-
sperous business and later on formed the kernel of industrial moder nm-
txon .

Exports of ceramic ware tumed slugg:sh after 1882 but rose again
from 1886, topping ¥1 million in 1886, ¥3 million in 1899, and ¥794 mil-
lion in 1906 During this period, overseas demands for Japanese china
and poreelain underwent a big shift from cer amic ware for decoration
purposes to daily use. Until the 1890’s, major export markets for Japa-
nese ceramics were Eur opean countues {about 50 per cent) and North
America (one-fourth), but in 1904 to 1908, North Amenca came to ac-
count for 50 to 60 per cent of the total, and the share of Eui opean coun-
' tr]es dropped to a mere two to thr ee per “eent.

Thus both the production and export of ceramic ware mftde remark-
able development after the Russo-Japanese War, but from 1907 to the
early part of the Taisho Era (1912 to .1926), expmtq dropped- by nearly
20 per cent to the ¥5 million level, although production rose shght]v
The outbreak of World War I, howevel, stopped the supply of ceramic
ware into Ameriea and Southeast Asian markets from Britain, Germany
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and France, offering opportunities for Japan to mon
Exports finally reached ¥22 million in 1919,

. The expansion of overseas markets inevitably stimulated expansion
of industriat facilities and efficiency of the production process, and solidi-
lied the'domi_nant position of plauts for integrated work. In’ 1904, Nip-
pon Toki Gomei Kaisha was established, and many large factories édopt—
ing mechanical power were set up one after another, But the production
of ceramic ware was still in the hands of petty enterprises which
-were in the grip of wholesalers. Even such petty potters began to em-
ploy machines, - Potter’s wheelg began to replace hand wheels, contribut-
ing tremendously to higher productivily. The debut of ceramic kilns
usimg coal instead of firewood shortened the baking time by 50 per cent.
Mechanization of the production process was accelerated when motor-
driven machines came into use. Plants employing moter-driven machines
accounted for a bare five per cent of the total number of ceramic plants
in 1909, hut their ratio rose to 1§ per cent in 1914, to 33 per cent in
1920, and further to 51 per cent in 1925. By the use of patterns, stand-
ardization of products was pushed, and by the adoption of copperplates,

rubber stamps and transcription, the processing methods improved con-
siderably. :

However, the Japanese ceramics industry which made notable de-
velopment encouraged by a boom during World War I experienced a
decline in exports as a result of the postwar panic as wel] as the rehabili-
tation of ceramics-manufacturing countries in Europe, and also an
over-production. The industry which exported nearly 40 per cent of its
production suffered a severe setback due to a decrease in exports. The
fall in the foreign exchange market during 1938 and 1939 and an eco-
nomic boom in the United States combined to enable the industry to ex-
pand its production and exports. From the closing years of the Taisho
Era to around 1930, the tendency of market saturation and over-produc-
tion became prominent. Exports recovered from a low ¥19,300,000 in
1931 and expanded to ¥53,370,000 in 1937. During the same period, pro-
duction increased to ¥120,070,000 from Y58,010,000.

Following the outbreak of the Sino-Japanese War in 1937, overseas
market factors, sluggish domestic sales, difficulty in procuring raw ma-
terials and coal, shortage of labor and restrictions on the nroduction of
non-urgent goods dealt a staggering blow to the ceramics industry, and
labor problems took place. A shift in production items and a favorable
turn in export trade brought about a production peak around 1940, As
wartime controls were tightened, however, enterprises were consolidated
in January 1942, and by 1945, the number of enterprises was reduced to
one-third of the 1940 figure. The number of employees also dropped to
half, : :

- After the war's defeat, exports and production of ceramic ware re-
covered as private trade was resumed, and slightly sur.ps.lssed the prewar
level in 1955, amounting to ¥20 billien and ¥26,500 n111119n, 1'espechve}y.
The advancement of wireless telecommunicaiions -machn:les and equip-
ment provided the ceramics induslry with new markels in the telecom-
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muniecations industry.

(2) Production Structure of Ceramics Industry

According to the Ministry of International Trade and Industry’s sur-
vey, factories in the ceramics indusiry numbered 3,962 as of the end of
December 1958, and workers numbered 82,0565. Enterprises employing
less than four workers accounted for roughly 35 per cent of the total,
while large enterprises with more than 300 hands nuimber 40, In other

~words, ceramic factories with less than 800 workers took 98 per cent of
the total. And 91 per cent of the iotal number of workers in this indus-
try were in small and medinm enterprises. Production-wise, the total
output amounted to 532,861 tons in 1958, about 75 per cent of which is
turned out by small and medium factories. In the ceramics industry, too,
entrepreneural smallness is a salient charaecteristic, : :

Ceramics Manufacturers

Scale No. of workshops  No. of employees  Production volume (1)
1— 4 workers 1,154 3,470 32,916
5- 9 . 1,417 22,831 72,828
10— 29 850 18,912" 42, 536
an— 94 3718 . 16,133 107,735
100—2%349 93 13, 652 90,872
J00—899 35 7,048 128, 355
Over 90 ......ouueuns, veer 5 a 7, G20
TOTAL.........cove.e 3,962 82,055 532, 862

Source: Ministry of International Tr:z:de anrl Iudustry;

" Note:  The numbers of workshops and employees are as of end-December 1958, and
production volume is for January-December, 1958, - )

Ceramics Production Records

Year ) Nolume (1) © Valve (51,000}

1955 oot e i 411,974 26, 523, 365
1956 .. i e 475, 890 : 32,547,831
1957 . 023, 160 L 47, 254,475 -
1858 L. : oo . h3zZ, 862 ) 38, 195, 113

_Source: Ministry of International Trade and Industry.

. Potters are spread throughout-the country, and converge on three
prefectures in the Tokai distriet (Aichi, Gifu and Mie) with Nagoya as
their center. Nugoya produces potter’s clay of high quality in quantities,
-and these three prefectures account for roughly 80 per cent of the na-
tion’s total ceramics production. ' ' ‘

Ceramie products include tableware, kitchenware, toys, tiles, sanitary
wares, electrical appliances, ornaments, and products for physical and
chemical purposes, : I : _ . o
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Large enterprises in the ceramics industry are adopting the mass-
produedion process, but there is still muen feld where manuat techniques
are required. It 1s quite possible tor both smaller and larger enterprises
Lo go side by side. It 1s an indisputable fact that small and medium
enterprises predominate in this particular industry, but at the same time
the trend towards centralization and concentration of production in larg-
cr enterprises cannot be overlooked. Larger potters are advancing into
the fields ot dinner sets, high-pressure glasses, sanitary waves, tiles and
mosaics, ete.” But these tableware or articles of daily use which are main-
ly for domestic consumption are being manufactured by small and
medium enterprises. . Braziers or tableware for dapanese food which de-
pend on provincial demands and traditional techniques are produced hy
a good number of petty potters., In the ceramics industry, there are
large enterprises adopting the conveyor system and employing modern
machines such as the tunnel kilen on the one hand, and partially mecha-

nized factories on the other. Of course, they differ in production struc-
{ure.

Ceramic products can be divided into biscuit wares and finished prod-
uets. Most of biscuit wares are manufactured on orders, and supplied
lo wholesalers and processors. Many of the petty potters are engaged
in manufacturing biscuit wares on orders from processors. Most of
tinished products are sold to exporters. Some of the processing mant-
facturers are doing export business, too. Generally, products are sold
through the wholesale channels and shipped abroad through exporting
firms. :

Ceramics exports amounted to $72 million during fiscal 1958, or
about 68 per cent of the total production. Item-wise, tableware topped
the list with more than 50 per cent, followed by toys, ornaments, tiles
and insulators. North America was the biggest client, accounting for
nearly 60 per cent of the total exports. Southeast Asian countries were
also good markets for Japanese ceramic wares.

(3) Techniques of Ceramics Industry

There are a wide variety of cernmic wares. So the manufacturing
processes, But the basic production process consists of earth prepara-
tion, formation, baking and processing. Some potters do this thorough
process by themselves, but usually, there are specialists in the respective
parts of the manufacturing process.

Now the manufacturing 15t'ocess of such general wares as bowls,
dishes and toys will he explained below: _ o _
(1)  Earth preparation—In this process, material earth and Stone_s
are smashed, impurities are removed, and they are kneaded. As materi-

al earth and stones, there ave plastic clay, non-plastic materials such as
kaolin, and quartz, silica, and cuthack materials such as feldspar and

borax, : '
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(2) Formation—Material clay is formed, dried, and baked lightly.
For remforcement and beautification, it is glazed and prepared for glaze
firing. The formation is one of the important manufacturing processes.

(3) Baking—This is the most important process, requiring high
skills. Baking techniques are secrets, and the temperature inside the

kilen and baking conditions are judged by the color of fire and the sixth
sense, :

(4) Processing—In this process, baked wares are processed and
painted, if necessary, into finished products, :

In factories specializing in earth preparation, mechanization of the
process has been making notable progress, but in smaller enterprises do-
ing integrated work, manral work still counts for mueh. In the forma-
tion process, automatic potter’s wheels and automatic shaping machines
have come into use in larger factories, but the manual work of skilled
hands still plays an important role in other factories. In the baking
process, heavy oil kilens and tunnel kilens have come to be used widely
after the war's end, and the baking methods have become scientific. But
potters still using coal kilens depend on the sixth sense. In the process-
ing work, electrical kilens for painting are in use, :

Generally speaking, the Japanese ceramies industry still depend
much on the sixth sense and the manual work of skilled workers, but
recenily such modern machines and equipment as heavy oil kilens, tun-
nel kilens and automatic shaping machines have come into wider use.
Such industrial modernization, however, costs much, and therefore it is
limited to large factories at present. '

(4) TFulure Directions

One of the distinctive features of the Japanese ceramics industry is
that it is an export industry. In fact, a goodly part of the production
goes to overseas markets., Japanese potters are highly reputed in the
world for their high skills and the gualities of their products. In the
future, too, the development of the ceramics industry seems. to depend
on how it will be able to expand its exports. It is to he admitted, how-
ever, that production is becoming slightly excessive these days, and re-
sultantly export prices tend downwards. The industry is now taking
measures fo stabilize export prices by adopting the check price system
and ‘clear inventories at the earliest possible time.

For ceramic wares, designs are more important selling points than
qualities.” That is why problems on ‘iniitations of designs among Japa-
nese potters and piracy of foreign. designs come up from time to time.
Tn July 1956, the industry established the Japan Ceramics Design Cen-
ter in an attempt to forestall such design piracy, a step which has been
proving very conducive to expansion of ceramic exports.
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V.

Lumber Industries

_(1) Plywood Industry
1) History

_ _Th__e plywood indus_try, charged with a mission of rationalizing the
utilization of wood, an important natural resource, has a very promising

future, along with the fiberboard and chip-board manufacturing in-
dustries, ' :

It is not known when plywood was first m
Sticking thin boards together, however, was st
ago, It was in 1907 that the modern manufact
was first adopted in Japan, or a little later than in Western countries.
In 1911, veneer chests (mainly used as drug containers) were first im-
ported into Japan, Subsequently, until around 1916 researches had heen
conducted on fundamental techniques on plywood manufacture such as
cutting, planning and sticking, with several plants established in various
places. It was with the outbreak of World War I that Japan's plywood
industry began to take great strides. That Is, World War T resulted in
an inereased demand for plywood for military use, and besides, with the
prolongation of the war, exports of drug containers from Western coun-
‘iries to India and the South Sea areas decreased, causing Japan's ply-
wood exports to these areas to inerease. The suspension of the export
of North European.and North American products to London and Ans-
tralia also opened these markets for Japanese plywood. Due to this
favorable turn of the situation, new plants were established and old plants
were expanded, steadily boosting production. Thus J apan’s plywood in-
dustry was established as a modern industry. Due to the termination of
the boom following the war's end and the depression which hit the na-
tion in 1920-22, the industry turned lethargic. To meet the situatior},
the industry made efforts for cost reduction through business ratiq_nah-

zation, and as a result, its conditions improved substantially.

The Great Earthquake which devastated the Kanto district in 1923
resulted in a sharp inerease of demand for plywood as a recm}strugtmn
material, reactivating the plywood industry. It also rvesulfed in widen-
ing the range of use of plywood which had been rather limited, oﬂferl_ng
the industry a good chance for its futuve de*ge]opment. lee _Wor]dW}de
nanic in the early part of the Shm\:a Era hit hard Japan’s industries.
The plywood industry was no exception. I_t suffered a setb.acl_\'. although
temporarily, In 1932, the industry established a ﬁrn? bagis in the sup-

‘nly of the raw material with the immort _of lanan, which does' not warn,
is easier to process and higher in the yield rate than Japan’s domestic

anufactured in Japan.
arted a rather long time
uring method of plywood
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Jumber, Furthermore, soybean glue was manufactured at a low cost as
a new adhesive replacing glue casein, and its manufacturing techniques
improved, enabling the plywood industry to stage a signal development
in both the quantity and quality of its products. In 1931, there were
only 15 plants throughout the counfry, turning out 97,500,000 square
shaku (10 square shaku equal 0.918 square meters) of produets on &
yearly basis. In the tfollowing year, however, the number of plants in-
creased to 25, and the produets 148,500,000 square shaku. Subsequently,
both the number of plants and the quantity of products went up.steadi-
ly, and in 1940, plants numbered 200, with their products soaring to 831,-
143,000 square shaku, the highest in pre-World War I days. '

Plywood exports registered a prewar peak of 215 million square
shaku in 1939, accounting for about 33 per cent of the nation’s lumber
imports for the year in the monetary value. With the outbreak of World
War II, however, the import of lauan was suspended, the export of ply-
wood was also suspended, and many plywoods plants were weeded out
in the enterprise adjustment ecarried out by the Government. As a re-
sult, the industry’s annual production during 1942 and 1944 declined to
one-third of the 1940 output, and in 1945 (when the war ended) to only
one-tenth, On the other hand, however, there were military demands
for high-class plywood for the manufacture of aireraft and others, and
to meet the demands, the industry imported synthetic resin adhesives
such as phenol resin adhesive and equipped their plants with hot pres-
ses, with the result that their products improved gualitatively. Around
this time, comparatively large manufacturers set up plants specializing
in the manufacture of wood boards in wood producing areas, and made
plywood out of these wood boards at their plants in the vicinity of cities.
With the end of the war, these special plants set up in wood producing
areas also began to manufacture plywood, while independent plants were
established in urban areas specializing in the manufacture of plywood
out of the wood boards they purchased from other plants, Thus, the ply-
wood manufacturing industry staged postwar recovery as fast as many
other industries. : S : '

Until the resumption of foreign trade on a private basis in 1950,
material wood had been supplied totally in the domestic market, with
its supply largely restricted due to Government control. To meet the
vigorous demands for the reconstruction of war-devastated areas as well
ag those from the Allied -Occupation Forces, however, many . plywood
plants. were reconstrueted or newly established, mostly in Hokkaido
where material wood was supplied abundantly, As a result, the number
of plants reached an all-time high of 323 in 1948, '

.- Although the plywood industry thus made signal .postwar recovery,
_the industry at that time was rather different from what it is today.
(1) The majority of its plant equipment were obsolete and inferior, car-
ried over from the wartime, including hardly any modern machines such
as hot presses and roll dryers which are now in use. . (2) Due to an ex-
treme shortage of synthetic vesin adhesives, soybean glue and viscose
glue were mainly used as adhesives, making it inevitable for the indus-
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try to adopt the cold pressure method, (3) Although the industry en-
joyed a brisk demand, mainly for the reconstruction of war
its products were mostly of low quality, while its m
produced for the most part in -Hokkaido
used. :

With the aciive import of lanan sinee 1951 following
of private trade in 1950, plywood production increased remavrkably.
With the import of lauan, the majority of plants were moved from wood
producing areas (Hokkaido and Tohoku) to port cities, and as a result,
50 per cent of all plants came to be coneentrated in port cities including
‘Lokyo, Shizuoka, Nagoya and Osaka, with their production accounting
for 80 per cent of the total. These plants adopted the mass production
system one after another, fast improving their equipment. In 1953, the
total production hit a new high of 189 million square shalu, while exports
also recovered to the prewar level, reaching 156,950,000 square shaku.
Thus, Japan’s plywood industry now can favorably eompare with its
counferparts in West Germany and Canada in production, although still
behind those of the United States and the Soviet Union. In exports, it
is competing for the world’s top position with the Finish industry which
ships out 90 per cent of its products.

-forn areas,
aterial wood was
and Tohoku and no lavan was

the resumption

2) Present Conditions

Unlike the steel and chemical industries, plywood manufacture did
not need huge capital at first, and therefore, munufacturers were all
medium and small enterprises. The subsequent modernization and ra-
tionalization of plant equipment, however, have caused the need of siz-
able capital, and private manufacturers reorganized themselves into cor-
porations after the war with the expansion of their business. ~According
1o g government survey on medium and small enterprises, incorporated
enterprises accounted for some 70 per cent of all plywood manufacturers
in 1957. :

The plywood mamifacturers are classified into the following three
oroups: ' '

(1) Integrated makers—Qecupying the largest portion of the ply-
wood manufacturers, they are the most rational form of enterprise.
They are engaged in all processes of plywood production, including the
manufacture of boards from material wood and the finished produets
~from the boards, These enterprises are much larger in-scale than the
-other two groups. of manufacturers. : :

(2) Board makers—These makers are engaged in the manufacture
of hoards from material wood and sell their products ic plywood m'c_\.kers
or integrated makers. Boards are half-finished produets and not direct-
1y connected with the consumption market, and therefore, these makers
. are not elastic in business operation. :

(8)  Plywood makers—These makers are quaged in the manufac-
ture of plywood and plywood products, purchasing boards from board
makers. or integrated manufacturers. :
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Among the above three groups of manufacturers, integrated makers
are the largest in number and scattered across the country, while board
and plywood makers are small in number and concentrated in the Hok-
kaido and Shizuoka areas.

According to the “Census of Manufactures” conducted in 1957, ply-
wood establishments numbered 287 throughout the country, with a total
of 23,278 persons engaged, turning out ¥38,218 million worth of prod-
ucts. Establishments having less than 100 persons engaged each ae-
counted for 77.6 per cent of the total number of establishments, while
about 70 per cent of the total number of persons engaged and 76 per cent
of the total production were accounted for by establishments having more
than 100 persons engaged each. This is because establishments having
move than 100 persons engaged each are mostly integrated manufacturers
with well rationalized and modernized plants, while about 25 per cent of
the establishments with less than 100 persons engaged each are board
makers and small-scale plywood makers who buy needed boards from
other makers. The enterprise scale in the plywood industry is showing
a trend of expansion. This is indicated by the fuct that while in 1953
large manufacturers having more than 300 persons engaged each num-
bered only three, they increased o 15 in 1957,

Major processes of plywood manufacture are as follows (there are
some differences from plant to plant) :

(1) Cutting the wood—DMaterial wood is cut into pieces of required
length with ha cross-ecut saw or chain saw.

{2) Boiling—The wood pieces are boiled and softened in a boiling
vat, ' '

{8} Barking——They are harked, and sliced ih_to boards, fixed on a
rotary lathe or slicer. ' . O

(4) Cutting—They are cut with a'clipper in the required size.

(5) Drying—The boards ave dried either with a dryer or in a dry-
ing room. until the ratio of their moisture content is yreduced to
five to 10 per cent. '

(6) Grouping—The dried boards are grﬁd_e‘d and grouped into face,
back and core boards. Stripped parts and core boards are bound
together. The stripped parts are precisely cut with a jointer.

{T) Binding—For the binding of the slhiced parts, a taping machine
or veneer splicer is used. For former uses pasting fape, and
-the latter urea resin. :

(8) Sticking—An adhesive is applied to the face and back of the
core boards while they go through a glue spreader, A face board

and a back board are combined with. each -of the core boards,
and these combinations ave immediately piled up for pressing.

(9) Pressing—The boards piled up after the adhesive was applied -
- are pressed with a cold press of the water pressure or oil pres-
sure type, - When the pressure has reached a certain point, they -
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-are taken out of the press. After being left as they ave for
several hours, they have the adhesive absorbed with a hot press.
When soybean glue is used as the adhesive, however, the boards.
are just left as they are for six or 10 hours,

(10) Drying ‘the plywood—It is hardly Necessary to re-dry the ply-
wood sticked with a hot press. In case only a cold press was.
used, however, the plywood needs to he dried again in a drying
room. The moisture content of the finished products is 13 to

15 per cent, although there are some differences according to-
their standards.

T(11) Cui_:t';ng the edges—After the drying process, the plywood has
their edges on the two parallel sides cut off at the same time

: b_y a double-sizer so that it will precisely become of the specified
size,

(12) Finishing—After the edge-cutting, the plywood is finished with
: a scraper or a sander.

(13) Classification—The finished products are classified according to.
their quality,

(14) Examination-—The classified products are checked by examiners
for grading.

{15) Packing—The finished produets which have passed the quality
examination are packed and shipped out to the domestic and
overseas markets. Part of them are storved in warehouses.

The “Overall and Basic Survey on Medium and Small Enterprises’
conducted by the Ministry of International Trade and Industry in 1957
shows that machines for the stripping of boards {including rotary sli-
cers) were owned by 186 (89 per cent) of the total 209 enterprises, while
the remaining makers (11 per cent) were plywood makers who purchase
boards from others and therefore did not need any equipment for strip-
ping, The number of the machines for board stripping was 823, of which

139 (40 per cent) were relatively new, used for less than five years. The
~ number of the machines per enterprise was one for the manufacturers
having less than 50 employees each, two for those having 50-200 em-
ployees and three or four for those with more than 200 employees.

A total of 151 enterprises (72.2 per cent) had dryers. Of the 125
dryers reported, 86.4 per cent were comparatively new, installed less than
five years ago, . : : :

Thus, the plywood manufacturers have been making efforts‘ fo_r the_
modernization of their plant equipment, and as a result, the majority of
them have now come to possess dryers, hot presses or sanders.

In prewar days, the commission merchants system had been com-
paratively well developed, with the manufacturers depending on com-
mission merchants for the sale of their products as well as the supply of
operation fundg they needed. Afler the war, _how.ever,_the‘comnusswn
merchants system was dealt a severe blow, making it of inevitable neces-
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sity for the manufacturers to engage in the sales of their products for
themselves and ask for financial help from monetary institutions. This
change of situation also necessitated the formation of joint organizations
by the plywood makers, the majority of which are medium and small
enterprises. According to the “Overall and Basic Survey on Medium and
Small Enterprises,” 65 per cent of all plywood enterprises now have
membership in the Common Facility Cooperative (Jigyo Kyodo Kumiai),
Nearly all the plywood enterprises located in major production centers,
including Tokyo, Osaka and Aichi Prefecture, have already been organiz-
ed into the Common Facility Cooperative. - Besides the cooperative
unions, there are other organizations named “industrial associations” oy
“associations” in many parts of the country, which are working for the
development of the plywood industry. The cooperative unions and other

organizations combined to form the Japan Plywood Industry Associa-
tion. ‘

The Common Facility Cooperative are engaged in various joint busi-
nesses, such as the joint borrowing of funds (35 per cent of all enter-
Drises now utilize this system) and the joint purchase of material wood
(material wood accounts for 65 per cent of the production cost of finigh-
ed plywood). In view of the necessity to support the prices of their
products both at home and abroad, however, the cooperative unions re-
cently started joint sale of the products of member manufacturers (24
per cent of all plywood makers now utilize this system), price agreement
(carried out by 35 per cent of all makers) and production adjustment
(carried out by 54 per cent in the 1957 survey but by all enterprises now
as will be explained later), -

At present, the quality standard of plywood is set by the Japan
Agriculture Standard (JAS).. Although its application is not compul-
sory, JAS has been set for improved quality of products, rationalized
production and simplified and fair transactions as well as rationalized
use and consumption of preducts. At present, therefore, it is adopted
by. major plywood plants. ~ The products made on the basis of JAS are
called the JAS plywood and are classified into five groups according to
their durability as well as the degree of water-proofness. According to
the condition of the board face, they are also divided into two-face ply-
wood, two-face stripped plywood, one-face plywood and one-face stripped
plywood. Acecording fo the quality of the board face, they are also divid-
ed into four grades for both domestic use and export standards. BExport
- products must undergo the voluntary quality check by the Japan. Ply-

wood Examination Association and the examination by the Export Goods
- Inspection Office of the Ministry of Agriculture and Forestry.

According to a survey conducted by the Customs Office of the Finance
Ministry, plywood exports totaled 106 million square meters in 1959,
valued at $76 million, up 23 and 38 per cent, respectively, over the previ-
ous year. The export increase is believed due to the activation of the
construetion and furniture manufaeturing industries in many overseas
countries as a resulf of the worldwide upswing of business.

'Ma'rket-wise, exports to the United States, which account for some
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70 per cent of the total each year, reached 64 million sguare meters, $54
million in value, up 11 and 30 per cent, respectively, over the yeai' be-
Tore, (Until June 1959, the restriction of J apanese plywood imports had
been studied at the Tariff Commission of the United States, and there-
fore, Japan's exports had been comparatively small despite brigk inqui-
ries Trom America’s construetion industry.) Japan's plywood exports to
‘Great Britain also increased sharply, totaling 18 million square meters,
valued at $7 million, up 56 and 75 per cent, respectively, over the previ-
ous year. This is due to vigorous demands for lauan plyweod in that
country for the manufacture of furniture. Visible increases were also

seen in the exports to Singapore, Hong Kong, West Germany and the
Netherlands, ' :

Iiem-wise, Jauan plywood accounted for 70 per cent of all the ply-
wood exports, reaching $53 million in monetary value.

With a view to stabilizing the domestic market as well as export,
the Japan Plywood Industry Cooperative has enforced voluntary control
over shipments, production equipment and quality of products since 1956.
With the control over the production equipment now applied to all ply-
wood manufacturing plants, the actual production was curtailed to some
80 per cent of the total production eapacity in 1959,

Table 1: Plywood Manufacturers

Size of Mo, of Ne. of Production
‘ pers. eagaged (in X1 million)
! 50

263 231
1,254 1,145
¢ 3,449 7,760
100—299 . 0 i as 52 4,511 15, 263

300— Craresaa e RPN 15 7,397 13,719
TOTAL ..... e 287 23,078 38, 218

Source: “Census of Manufnctures”, the Ministry of International ‘Frade and Ind.ustry.

Table 2: Exporis of Plywood
(Unit: 1,000 square meters, 81, 000)

. Year - 1957 1958 1959
Country ™, ) Quantity . Volue . Quontity  Value WQuaniily - Valve
Tottleeyeaeerninnnns 82,015 55,0456 85,131 85,3831 106,348 76,432
B O P T P 61,610 O, 280 58,232 42,004 E‘M‘, 543 5'-_1-, 547

Bt 1110101 10,767 .78 11,572 4,228 18101 7,386
Canada,ounenvann.s 3,820 2,74 4935 3,937 - LB 4,582
Singapore ........ 161 108 e H] 338 : 4,235 2, la§>
Hong Kang ...... a65 Bin S 1,869 Y3 3,919 1,983




(2) General saw and planning vencer

Lumbering

The number of enterprises sawing up logs and manufacturing ply-
wood and furniture is legion, and they enjoy an indisputable position
in Japan’s small industries. Sawing mills are ubiquitous throughout
the country, but they are regarded as one of the typiecal industries where
concentration and centralization of capital has made little progress.

1) Historical background

It was around 1872 that sawing machines were imported into Ja-
pan. By the middle of the Meiji Era (1867 to 1912), lumber mills came
to be set up in Hokkaido and other lumber-producing districts. As com-
pared with other industries, the lumbering industry was very primitive
in terms of capital and organization. - Entering the Showa Era (1927 to
—}, the rising demand for lumbers inereased the number of sawing
mills, and around 1935, a sharp increase in military demands for lum-
bers accelerated this trend, enabling the lumber shipments to register a
prewar record high in 1939. .

But after a law to control lumbering was instituted in 1941, the
number. of lumber mills decreased sharply to 8,600 units (224,000 hp)
from 24,000 units (385,000 hp) at the time. '

Intensification of World War II pared down the nation’s lumbering
capacity sharply. After the war's end, however, enormous rehabilita.
tion demands for houses, ships, rolling stock and the like gave a big
impetus to the construction of sawing mills in various parts of the
country. By 1949; the number of sawing mills inereased to 38,600
(741,600 hp). ' :

Changes in Number of Sawmills

Year Mo. of mills ‘Total Horse Power ’ Remarks

1927 e 9,485 170,287 hp o

1941 i, 24,525 . . 385,501 Before contro)
1841 L .. 8,671 224,062 After control .-

‘ : (Lumbering production )

1945 L. vv.. 7,506 232,420 . 19, 382, 000

1949 ..., 38,607 741,004 - 30, 477,000 koku

1953 ., 30,649 677,585 o 56, 644,000 o
1957 L 29,439 657,317 - GB,687,000 o

1958 . feaenan . 28,000 ) 663, G35 : 69,391,000

1959 ... i, 28,923 . 672,638 75,885,000 »

Source: Forestry Agency, Ministry of Agriculture and Forestry.
Note: 1 m? == 3.5937 koku.
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2} Present Situction

. Japan’s demand for lumber had been soaring year after year in
‘paraliel with the development of the national economy, and finally reach-
ed 48,990,000 cubic meters in 1969, or about two times the 1934-36 level.
Seen from the standpoint of the uses, the lumber demands could be broken
down to 35 per cent in building materials, 23 per cent in pulpwood, six
per eent in p]ywopd, fiberboard and chip-board, five per cent in pitprops,
and 31 per cent in others (for packing, furniture, furnishings, electric
poles, rolling stock and civil engineering).

) These ratios were for 1953, One of the recent noticeable trends
in demands is that although the greater part of the lumber demand was
for building materials in prewar days, the weight of pulpwood, plywood,
fiberboard and chip-board is increasing. The ratios of building materi-
als, pit wood and others are inevitably declining. It must also be point-
-ed out in connection with the lumbering industry that the use of broad-
leaved trees (22.7 per cent of the total lwmber demand) is rapidly in-
creasing these days.

) 'P‘ro_decctio'n Structure

As the attached table indieates, the number of lumber mills in Ja-
pan reached a peak of about 40,000 units in 1949 in reflection of brislk
war rehabilitation demands. As the economic stabilization was attain-
ed, however, the number of sawmills tended to decrease, totaling ahout
29,000 units in 1959. About 55.7 per cent of these mills were petty es-
tablishments of less than 15 KVWH; 21.3 per cent, those of the 15 to
256 KWH category; and a bare two per cent, larger mills of more than
75 KWH, Nearly 54 per cent of these mills were under personal man--
agement, but the figure was virtually about 70 per cent because even in-
corporated . enterprises, in many cases, had strong personal coloring.
‘This phenomenon is by no means exceptional in Japanese manufacturing
industries. In the meantime, about 70 per cent of the existing sawmills
“were established after World War II, namely after 1946, Hardly need-
ing big investments in machinery and equipment and special technical

Lumber Mills by Scale
(s of ead-December 1958}

Classification b Total No. of Privale P Gov't,

horse power 4 sawing mills manugement lacorporated . Association others
TOlibs s rnnnnnnnn. 20102 100 % 15,960 12,011 493 446
Under 7.5 KWH .. 8,260 281 @, 642 1,261 204 153
o Tao 70938 073 T 5580 2% . 136
15,0 95, 0,., ... 6,027 9.4 2,708 3,308 147 54
95.0— 37.5....... A N D 1,122 2,462 82 43
37.5— 75.0........ 2381 8.2 156 1,863 31 31
75.0—150,0........ 93 L7 32 444 4 16
Over 150,0 KWH.. wi 03 . a3 1 3

Source: Slatistics and Survey Division. Ministry of Agricalture and Forestry,
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knowhow, they mushroomed one after another, riding on the crest f
the enormous rehabilitation demand for lumber.  Another reason for
small capitalization of the lumbering industry is because there is little
possibility of large enterprises encroaching upon this near—prlmltlve field
of industry.

There are such motive power sources for lumbering as hydranlie
power, steam power, electric power and volatile oils, but about 90 per
cent of the lumbering mills in Japan are using electric power to operate
their machines and equipment.. The remaining 10 per cent employ
petroleum motors and others. The predominance of electricity as mo-
tive power seems to be because of the simplieity, low operation costs and
few troubles of facilities for motive power, and small space needed for
them.

4)  Machines And 'Equipment

The lumbering saws now in use in Japan could be classified broatd-
ly into hand-saws and circular saws. Although band-saws came into use
later than cireular saws, they are gradually replacing the latter because
of such merits as better lumbering capabilities and higher yield rates.
Today they are becoming indispensable to rational and eflicient lumber-
ing. Until the advent of band-saws, circular saws used to enjoy a vital
bosition among sawing tools, but gradually gave way to band-saws. Be-
ing economieal, circular saws are being found suitable to small-sized
mills. But techmcaliv they should be utilized as acxiliaries to hand-
saws rather than as main saws,

“There are two kinds of band-saws—band-saws with -log-conveying
equipment and table band-saws.” Some are their combination.. Band- .
saws with log-conveying  equipment are usually for cutting logs into
about four pieces, while table band-saws are used to saw these pieces
into boards, squares, ete.” The combined saws are convenient and are
able to fulfil either of these two purposes as the case may be. . It is ad-
mitted that they are roughly 80 per cent more efficient than table band-
saws In sawing boards, ete. At present hand-operated band-saws with
log-conveying equipment are not newly manufactured, but m many cases

Number of Sawing Machines

Pit Saws Crosscut Saws o }
. . Air Band- Com- : . Cirevlor Circular saws
Date of ' saw w h Table Circular  Pit. . Band sagws for. . for
drive bined .
survey e hand type | 1YPE saws saws sows Jumber- box making,
P louder TP - . ' ing elc,
Dec 35,756.... 8,604 5,275 7,600 6,527 30,049 850 - €432 13,386 24, 496
noS,’B70.0.0. 9,190 5,928 8,219 7,497 28,483 . 603 - 760 12,920 46,231

" ’58.... 9,725 -'1 909 8,510 7,984 26,148 GO8 . BI3 13,276 28, 564
o, 88, 10 ‘Jld 5 109 8,976 8,101 . 37,036 883 - —. =

Source' Statistics and Survey Division, Ministry of Agriculiure and Forestry. .

Note: - The reason for the big number of circular saws for:1959 was the inclusion of
: crosscut saws as a reault of the abolition. of the survey.item for crosscul saws.
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the combined type of saws are being used. Recent prod ir
drive log stop and loaders are highly automated, land u:{cls 513;}11 %s;)(?;:\—
tion process is done by buttons and switches. Qld models necessitated
three to four hands but these modern products can be operated by one
man. Despite these merits, they are not made to great use as .Vét be-

cause they are 1'e1a}tive!y expensive, and when they are used, Jumbering
on a mass-production scale is needed.

This table reveals that the number o

equipment such as air-drive log stop and loaders tends to increase sub-
stantially, while circular saws, other than those for box making, are be-
ing supplanted with band-saw. In sawmills of more than 25 h.p. the
ratio of band-saws against civeular saws is 1.5 to 1, but in smaller mills
the ratio is still 1 to 8 heavily in favor of cirenlar saws. ’

_ zﬂ_x_ccording to t_he Overall Survey on Smaller Enterprises conducted
in 1957, those owning band-saws acecounted for §7.2 per cent of the to-
tal, and the users of circular saws, 84.2 per cent,

f highly efficient machines and

5) Form of Production

Lumber mills could be classified by the methods of accepting orders
into two types. One type of them purchase logs at their own estimates,
process them, and ship them to the market. The other type of mills just

saw the logs provided by their clients according to the clients specifiea-
tions.

The Ministry of Agriculture and Forestry’s 1959 survey showed that
nearly 73 per cent of the sawmills (numbering 21,851 units) were doing
piecework more or less, and only 26.7 per cent (7,751 mills) did not job
work at all. And 13 per cent of the total(3,829 mills) were found speci-
alizing in piecework and when those mills depending mainly on piece-
work were added to them, their ratic was 23 per cent. All these figures
geem to speak eloquently of the subordinate position of a great number
of small sized sawmills. In faet, about 80 per cent of the small-seale
mills are doing job work, and within cities, there are many specializing
in piecework. It is witnessed that the larger mills ave, the less they do
piecework.

-+ The sawmills which ﬁrocess materials on hand number 25,283 units,
Of them, 56.2 per cent produce chiefly squares; 33.4 per cent, boards;
and 10.4 per cent, lumber. .

6} Log Purchases

The places of log purchase differ considerably depending on where
sawmills are located, Lumber mills in cities, for instance, obtain dome-
stic logs placed at auction by Regional Fovestry Offices. The auetion is
held once a. month, and the bidders should be registered with ‘the pre-
fectural governments. They also purchase logs from -}Vholesalers in the
places of production and cities and log markets. Mills at the foot of
mountains, though many of them own then'_own forests, depend on near-
by Regional Forestry Offices. As to foreign logs, they come into the
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country through Tokyo, Nagoya and some other por@s, but few mills
have direct dealings with importers._ Forgign logs are, in most cases, he-
ing supplied via wholesalers to sawing mills.

According to the Ministry of Agriculture and Forestry’s survey on
the purchase of raw materials, 42.3 per cent of the sawmills are buy-
ing logs; 27.9 per cent, standing trees; and 19.8 per cent, logs and stand-
ing trees at a 50-50 ratio. Smaller lumber mills purchase timbers and

Jarger ones logs.

Exports Of Lumber Producis

Exports of lumber products totaled 430,000 cubic meters, valued at
$27 million. Since prewar days Japanese. broad-leaved trees have been
winning high reputation on the world market. After the war's end,
however, exports are on the decrease due to restrictions on the supply
of logs, but products made of lauan which is being imported from the
Philippines and other countries in quantities are being shipped to the
United States actively. Exports of lauan plywood and other products
to the United States, however, will not be able to show spectacular in-
crease in the face of increasing competition from the Philippines.

Future Problems

In placing their production and management on a stable basis, saw-
mills have many problems yet to solve. First of all, problems on logs.
Logs account for a considerable portion of the production cost, that is,
about. 65 to 70 per cent in an average. How to secure logs- without
bringing about a rise in log prices is a big headache. Many of the lum-
ber mills have have developed near the places of timber production, but
Tecently mills have come to be establigshed far from the log supply sour-
¢es. This geographical remoteness makes the management of sawmills
more and more diffieult, - : ' : :

Secondly, demands for Iumber products will definitely increase in .
the future, but the lumbering industyy is in for a tougher competition
with other building materials.  Lumber . is easy to process and possess
many superior properties as a building material. However, it is easy to
decay and warp according to changes in moisture. As far as pillars and
columns are concerned, lumber products have the edge on other materi-
als, but in the field of boards, they will face keener competition from
pilywood, fiberhoard, chip-board, ete. ' '

Thirdly, lumber mills will have to double their efforts to make the
best use of logs which oceupy a substantial chunk of the production cost,
and turn-out marketable products. The Japanese lumbering industry is
already reputed for its technical standards which . are regarded as the
foremost in the world. By using 25 to 2T BWGQ band-saws, it is proud
of its high yield rate. - But there is still much room for . improvement
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and development by raising working efliciency and improving saw-set-
ting fechnigues.

It may be also needed for sawmills fo combine sawing and lumber-
processing businesses in order to utilize raw materials collectively, but
one of the simplest methods for industrial rationalization is “chipping”
business, Scrap wood to come out in the process of lumbering could be
chipped and supplied to pulp plants. This was attempted in prewar
years, too, but at that time, pulp production techniques were not so much
advanced as fo make this business paying, Avound 1856, the pulp in-
dustry became confident of utilizing chipped serap wood on a paying
basis, and since then lumber mills throughout the country have been eye-
ing this business.
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VI
Sundry Goods Industry

(1) Plastic Molding anﬂ Processing Industrjr

The word “plastic” ifself means formative, fashioning, creative or
capable of being molded. But today its meaning has considerably
changed. In short, plastics- are interpreted as a resiniform substances
to be synthesized from chemicals. In technical terms, they are highly
polymerized compounds of high plasticity. Plastics are neither animal
nor vegetable nor mineral but are called a fourth substance. Along with
the advancement of science, the kinds of plastics are on the increase, and
by now nearly 50 different kinds of plastics are industrialized.

Some of them are still costly, and their markets have not been ecul-
tivated well. Used chiefly for molding and processing are thermosetting
resins (phenol resin, urea resin, polyester resin, and melamine resin)
and thermoplastic resins (vinyl chloride resin, polystyrene, and polyethy-
lene), '

Phenol resin—Raw materials of phenol resin are carbolic acid or
cresol and formalin. Hence it is called carbolic acid or phenol resin, but
it is generally known as hakelite. Phenol resin has been used from
the beginning, and every possibility of its use has been tapped. It ac-
counts for nearly 20 per cent of the total production of plastic materials,
and its superior insulating quality helps extend the use of phenol resin
for electrical -appliances, including telephones and household electrical
equipment. : ' ' : S

Urea resin—Raw “naterials are urea and formalin. At present the
production of urea vesin is the second highest, following that of vinyl
chloride. It is now indispensable as a binding agent for lnmber, and
in fact, half of the production goes inte binding agents. Urea resin is
cheaper than other resin. About 38 per cent is used as nolding materi-
al. It can be dyed freely, and is free from smell, superior in electrieal
and mechanical properties and strong against eracks. It is widely used,
therefore, in machine parts, sundry goods, tableware, buttons, ete,

- Melamine resin-—Raw materials are melamine and formalin. While
urea resin is inferior in water-resisting qualities and fragile, melamine
resin eliminates all these shortcomings. Melamine resin looks like urea
resin, but its prices are a little high. Therefore, melamine resin ig used
for paints and the processing of textiles rather than as molding materi--
al, Future prospects of melamine resin as molding material.

Polyester—Raw materials are ethylene glycol, maleic acid and sty-
rene. It is already nearly seven years since the manufacture of polyester _
resin was industrialized. Harder than iron and lighter than duralumin,
it is. watched as a revolutionary resin, Molding at low pressures and
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normal temperature is easily possible. As building materials and also
struetural materials_ for rolling stock, ships, ete., it holds out bright fu-
ture prospects, It is already being used actively as building materials
such as corrugated boards and flat boards and also for the hodies of mid-
get cars and scooters, boats, miners’ safety caps, pipes and buttons.

I’olyestgr resin buttons are fast replacing shell-buttons and being ex-
ported in quantities.

Vinyl chloride resin—This is made from carhide and chlorine. Its
production is the highest among Japanese plastics and the second high-
est in the world, only next to the United States, Low prices and easi-
ness to mold are the biggest merits. According to the amount of plasti-
cizer to put in, it can be either hard or soft. Soft vinyl chloride goes

into the forms of films, sheets or leathers, and hard one into hard pipes
and tubes, or boards. .

Polystyrene—This is made from benzol and ethylene. Small in the
rate of contraction, and easy to mold by the use of extruders, it is in
brisk demand as molding resin, ‘Transparent and easy of coloring, it is
used for sundry goods and parts of teleforth by clients, In the case of
daily necessities and sundry goods, too, they manufacture them on order
from wholesalers, There are a good number of enterprises which are
subcontracting or putting main emphasis on subeontract work. It seems
that they have little difficulty in marketing their products, and that they
are managing their businesses with relative ease.

The production of resin compounds is in the hands of larger enter-
prises. These compounds go to small and medium companies via either
the agents of large enterprises or wholesalers. Some processing com-
panies purchase resins directly from large manufactures for specific
© reasons in terms of quality or business relations between the two partics.

As there are many kinds of plastics and their qualities and charac-
teristics are different, molding and processing methods differ according-
ly. Basically, they could be divided into compression molding and in-
jection molding methods. Compression molding is for thermosetting re-
sins, and injection molding for thermoplastic resins, In the molding
process of thermosetting resins, compression molding machines are
principal equipment. They range from simple hand-presses to automatie,
highly eflicient transfer molding machines, but most of them in use are
either hand-presses or oil-pressure type presses. A goodly uu_mb_er‘of
these oil-pressure type presses are under 50 ton presses. Many pf w!ncp
40 per cent are in Tokyo, 30 per cent in Osaka and 20 per cent in Aichi.
In other words, these three centers account for roughly 90 per cent of
the total. Of these enterprises, those with Iess_’_chan 20_ emplpyees take
about 60 per cent.. This clearly shows that small enterprises _W1t}_1 a small .
number of workers predominate in the molding nnd_ processing mdust_ry.
About 70 per cent of them seem to combine more j:’nan two processing
processes. - In many cases, specialized r_napufacture. is mgardgd as desn:—
able, but one of the recent trends in this industry is installation ‘of Vﬂ1‘.‘1—
ous types of molding machines. From the stand-point of entrepreneural
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stabilization, it is understanable to handle a variety of products. Gen-
erally speaking, medium-scale enterprises are engaged in production of
goods for industrial use, and smaller enterprises in manufacture of sun-
dry goods and other articles for everyday life, '

Seen from the angle of processing, enterprises doing compression
molding and processing of thermosetting resins top the list, accounting
for nearly 65 per cent. For thermoplastic resins, injection molding and
processing enterprises occupy about 16 per cent of the total, and extrud-
ing molding and processing enterprises, roughly 14 per cent.

Most of them adopt the production-on-order system., Actually they
manufacture eleetrical parts and other produnects for industrial use ac-
eording to specifications put vision and radios sets,

Polyethylene resin—Made from ethylene, this is the only resin among
plastics that is lighter than water. Although weak to heat, it has many
merits and various uses. Films account for the greater part of demands.
They prevents moisture and are good wrapping materials for foodstuffs,
medicines, tools, machines or sundry goods. They are also used in-
creasingly for intensive eulture. Being strong against percussion, they
are widely being used for various containers, pipe joints, kitchen articles,
ete. : :

1) History of Development

The recent marked development of industries and enhancement of
living standards owe much to the development of the plastic industry. .
Any of the major countries in the world has bheen taking positive
measures to encourage the growth of the plastic industry, In a short
span of time, this industry has made spectacular development through-
out the world. It is a few years ago that Japan established its position
as a plastic-producing country, side by side with industrially advanced
countries. - ; - _ : .

The output of plastic resins have been showing 40 to 60 per cent
inerease annually. The production index, with 1955 as the base, stood
at 145.3 in 1956, 203.5 in 1957, 190.8 in 1958, and 284.5 in 1959. The
1959 figure was far more than 20 times as high as that of 1950. During
.this period, the petrochemical industry was born, and polyethylene. and
polystyrene came to be manufactured domestically. Today Japan ranks
fourth in production of vesins in the world, following the United States,
West Germany and Britain. Its future prospects in. this particular field
of industry are so cheering. : ' o

- Where small and medium enterprises can contribute are molding
and processing sectors. They are in countless numbers throughout the
country, and the processing of plastics except for basic plastic products
such as bars, boards and pipes and films for agricultural use is mostly
in their hands. ' - : ' '

. Many of the small and medium processing enterprises started as
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petty cottage projects and gradually expanded their business seales as
the resin-manufacturing industry developed.

Japan’s plastic industry started with the manuf; e of ‘e-
sin in 1914, Until the outhreak of World Way 11, ?}Tgéeho e
several kinds of resin, among which phenol resin was
The others included urea regin, alkyd resin, celinlose acetate, vinyl ace-
tate, and methacrylic resin. But these were Jjust placed on the market.
To the general public, therefore, plastics were phenol resins.

. Phenol resix;s'wwe widely used at households in the form of elee-
trical parts, while the output of other plastics was a mere trifle, and
they were used mainly for military purposes,

) ' Most_of the mo].ding machines at that time were compressing mold-
ing machines, and right before World War 11, injection machines were
imported from the United States, West Germany, ete. and remodeled.

Entering World War II, plastics were mostly designated as war ma-
terials, and a substantial chunk of them was phenol resin. At military
request, the production of vinyl chloride resin, polyethylene and poly-
styrene was pushed with much difficulty, and they were used for parts
of telecommunication equipment, lining materials, etc.

Up until the Korean Incident after the war's end, many of the raw
materials were subject to controls, and resins were placed under the ra-
tioning system. But after being molded, plastic produets had no dif-
ficulty in finding their markets. The astounding development of the
plastic industry in the United States, Britain and other industrially ad-
vanced countries, when introduced into Japan, dumfounded Japanese
plastic manufacturers. The Japanese industry did not give up of course.
Japanese manufacturers banded together to eatch up with their counter-
parts in advanced countries through strenuous research efforts. :

ad been only
a principal item.

After 1952, production increased year after vear and reached
330,000 tons in 1957. Thus the Japanese plastic industry clambered to
the fourth rank in the world. In 1957, the start of the petrochemical
industry the home manufacture of almost all plastic raw materials pos-
sible. Exports of plastic products as well as materials also tended up-
wards year after year. As explained above, the Japanese plastic indus-
‘try has survived various hardships and tests during the more than 40
vears since 1914—including depressions, wars, -acute shortages of raw
materials and keen competition with conventional materials such as glass,
rubber, paper, metals, lumber, Jeather and ceramics. .

2) - Present Situation

It is impossible to grasp the plastic molding and procgssing i_ndps——
try in the right perspective due to absence of comprehensive statisties,
Herein descriptions will be based on the survey that the Smaller Enter-
prise Apency conducted for the plastic molding and processing indus-
try in 1957. '

_The postwar plastic molding and processing industry of Japan show-
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ed remarkable progress., The following three major reasons seem to
have made this development possible.

In the first place, the massproduction of various resins has ‘been
fairly under way. The postwar supply of phenol, vinyl c¢hloride and
other resin compounds has increased tremendously. Secondly, melding
and processing machines have been modernized and their efficiency has
been. raised considerably, The home production and- wide spread of in-
jection machines has made the massproduction of complicated products
at cheap prices feasible. The advent of vaceum molding machines, ex-
truding machines and the like has contributed a great deal towards en-
hancement of efficiency in the plastic molding and processing industry.
Thirdly, demands have been cultivated widely, To the consummg gen-
eral, plastic products are novel and at the same time their supeuor qua.ll—
ties have stimulated demands in various fields.

The plastic molding and processing mdustly consists lalgely of
amall and medium enterprises, particularly petty ones. Even secondary
processing (molded materials to products) enterprises are estimated at
about 2,500 throughout the country, and when fertiary processing enter-
prises (from secondary products to finished products) are added, the
number will top 10,000 . The actual situation is not clearcut, and it is
hardly posqlble to dlstmguish secondary processing ente1puses from ter-
tiary processing ones.

Now mention will be made of those enterprises which manufacture
products out of resins by the use of molding machines. 1t is said that
they number about 2,500 in Japan, of the transfer molding machines for
advanced processing are under three ounce models.

The compression molding and processing method is to heat and
soften thermosetting resins in the form of powder or compound, put them
into metal patterns, and then cool them into products. This method does
not require complicated techniques and is suitable especially in case the
manufacture of products is on a small scale. The compression molding

machine, however, needs a tablet machine, a motor pump, an automatic
thermostat, an air compressor, a supelheatm and a horse gin. It also
Tneeds, as finishing equipment, a lathe 2 table drilling machme a tab]e
grinder, a buffing machine, ete.

Among machines and equlpment f01 the plocessmg of thmmoplastlc
resins, injection melding machines are necessary mainly for polystyrene,
polyethylene and vinyl chloride. In prewar days, four German machines
and a British model were in operation, but after the war's end, molding
‘machines have topped 800 units thanks to the home production of mold-
mg machines. The processing method is to have heated and melted re-

~ sins injected from injection holes into mietal patterns, and cool them.
‘The molding process takes little time, and can massproduce plastic prod-
uets,. For vmyI chloride or. polyethylene films, sheets and leathers. the
calendar roll is needed. As the calendar roll costs about ¥15 million,
the number of these rolls is not so high as vet. They are estimated at
roughly 100 units throughout the country.. The processing method is to
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knead molding materials with a roll while heating, feed them into the
calendar roller while hot, and streteh them into films.

For the manufacture of hard vinyl chlorvide products such as hoses
and pipes, extruding machines are used. Many of the extruders in use
range in screw diameter from 35 to 40 mm, and per unit cost is in the
neighborhood of ¥500,000. Extruding machines number some 1,200 unils
throughout the country. There are also cases in which wire-coating
equipment are attached to extruders to do the Processing of wire cover-
ing. The processing method is to heat and melt compounds, extrude
them from the die by the serew and mold them. ' :

As to exports of plastics, they started in the latter half of 1958, and
rose to $1,080,000 in 1954 and further to $2,540,000 in the following
year. This sharp increase in exports is an evident proof that Japanese
Pplastie products became so good in quality as to be competitive on the
world market, and production costs lowered. Principal export items are
sheets, films, boards, pipes, toys, hand-bags, rain-coats, table cloth, ete.
and major destinations are Southeast Asian countries.

Exports of compound resins are also active. Vinyl chloride, mela-
mine, acrylic, urea resins and polystyrene are being shipped to Argen-
tina, Brazil and some other Latin American countries, Aunstralia, Hong
Kong, the Philippines, Thailand and India.

Table 1: Production of Synthetic Resins (Unit: )

Thermosetting Resins

Phenal Urea
Mold- ) ) Mold- For For
ing Lami- Paints, ing \ textile paper )
ma- ntes”  etc. Sum, ma- Paints pro- peo- elc. Sum
“terials terials cessing cessing
1855., 6,861 2,125 2,024 11,010 12,568 22,4549 — — 4,910 349,932

1966,. 9,649 3,702 3,231 14,582 18457 289,346 - ~— 4,223 55,617

1957,. 10,804 5,000 3,518 19,322 21,820 37,418 9,234 1,010 823 70,382
1958,. 10,043 4,332 011 18,367 25,064 43,132 12,289 773 856 82,114
1959, 14,072 8,094 5,738 29,504 31,165 356,413 15,675 3,237 910 107,300

Thermeoplostic Resin

Melamine - . o

Mold- ’ For Deco-  For Pol Pl Copoly .

ing . . . t er oly- oly- opoly-

Jr:g. Paints tt:;::.le {zn:‘:c P:rf;. ete. - Sum. mer mer mer Poste Sum.
ferials cessing nates cessing

140 Bo7 —_ — — 1,442 2,389 — — — — 32,370
1(115»3 1,283 — — — 2,166 4,110 — - -~ - 55845
206 1,434 @45~ 212 3,220 6,057 6,180 — — 108, 538

263 1,650 - TY3

: — 526G 6,795 6,488 78,074 12,034 1,501 91,609
308 2,458 1,366 1,576 746 2,225 ¥,079 18,301 01,881

15,193 3,014 180,001

Source: Statistical Year Book on Chemical Industries Ministry of International Trade
: and Industry, : :
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(2) Match Industry

Matches can be classified into  the strike-anywhere-match and the
safety match, according to the kinds of composition of the matech-head
and the side surface of the mateh box. The strike-anywhere-matches in-
clude the yellow phosphor (for the tip of the match stick) mateh, red
phosphorus match, phosphorus sulfide mateh and non-phosphorous match.
In Japan, the phosphoms sulfide match and they safety match are being
manufactured,

History of Development

-Japan’s match manufacturing dates back to 1876 when the manu-
facturing technigues of  the lucifer-mateh were first imported from
France, a match plant was constructed in Tokyo, and the production of
the lucifer-match was commenced. The Government extended financial
assistance to the factory and dispatched its technicians to France, Ger-
many and Sweden to conduct investigation and survey of match in-
dustries in these countries. As a result, much had been learned from
Sweden where the safety match was invented.

As the production of this plant got into smooth running order, the
Government had match-importing firms amalgamated in 1879 into a sales
company fo mar ket all products of the factory, banning sales of foreign
matches,

‘This heavy Government protection enabled the burgeoning match
industry to defend itself against foreign competition around 1880. Not
only that, the industry started exporting some of its products in 1881.

The relative simplicity of matech-manufaeturing methods encourag-
ed many of those ex-samurai who were thrown out of work as a result
of the Meiji Restoration to venture themselveq into this p'u’clcul‘u field
of industry. But few siocceeded in surviving the 1884 depression.

It was after 1830, when export match plants began to be establish-
ed one after another in the Osaka-Kobe district, that the Japanese
match industry made a full-scale development. In the Osaka-Kobe area,
there were many Chinese exporters, who perceived the profitableness of
the exporiation of lucifer-matches to China. Export match plants de-
pendent on Chinese capital in this area econtinued to grow without a
hitech and built themselves up into a big - gloup of - ente1p1lses They
still exist todav

The huge profits that Chinese exporters made on the exportation of -
Japanese matches owed much to cheap labor in the mateh industry. The
manufacture of lucifer-matches which was started as unemployment ve-
lief work was established on the foundation of slum labor. As was the
case with many other smaller industries, the mateh industry, being placed
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under the control of commercial capital for lon i imnT :
: g, did not improve its
wage standards, thereby delaying industrial mechanization. prove 1S

In 18?9, the production of the safety mateh became possible in Ja-~
van, and in 1885, the manufacture of lucifer-matches was temporarily
prohibited. However, the export was resumed in 1890 when demands
for lucifer-mgtches in the northern part of China were enormous, In
1922, a banning on the manifacture of lucifer-matches was resolved at
the Washington meeting of the International Lahor Conference, and it
was translated into reality in the following vear. The maiority'of luei-
fer-match factories in the vicinity of Osaka were closed, and afterwards
match plants came to converge on the vicinity of Kobe,

‘In the meantime, match exports continued to rise year after year,
and export markets expanded to India and sometimes to the United
States and European countries. The export trade was at its zenith be-
tween the closing years of the Meiji Era and the early part of the Taisho
Era. Exports amounted to 600,000 to 700,000 match tons (1 match ton:
7,200 matches) a year, or nearly 80 per cent of the total production. The
production scale was 1.5 to two times as large as the presnt one.

The match industry grew with the expansion of exports, Japanese
match exports suffered a sharp setback after World War I when the
match industry began to develop in countries which used to import Japa-
nese matches, the trend became conspicuous towards boyeotting Japanese
goods, and the mateh trust of Sweden advanced inte various parts of
the world. In 1927, two match manufacturing companies with Swedish
capital were established in Japan, and they came to control over 80 per
cent of the total domestic production. In 1932, the Swedish trust with-
drew capital from Japan, while export trade showed signs of recovery.
But the export trade could not restore the prosperity that it had once
enjoyed, and around 1933, the match industry plunged into excessive
production. To cope with the depressive situation, the industry establish-
ed the Japan Match Industry Association and adjusted production. Until
the industry successful tided over.the business slump, World War IT oc-
curved, placing the industry under strict wartime controls. . '

.. In 1948, these controls were lifted, and factories adopted the inte-
grated work system to manufacture splints and packets, pushing industri-
‘al rationalization. TFree competition led to the mushrooming of new
mateh manufacturers; around 1950, their number topped 200, or about
the same of prewar days. Due {o the loss of overseas markets as a ve-
sult of the war defeat, however, industrial facilities inevitably became
excessive, and around 1961, some of the match makers came to go bank-
rupt. ‘In the following vear, the industry promptly formed an adjust-
ment association in 1952 through which to restriet shipments and in-
dustrial faeilities and stabilize business. This is the beginning of the
conirol over the match industry which has been lasting until today.

Présent Situation
Production Srtuctiure
Japan’s mateh production reached 449,000 match tons (according to
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the Ministry of International Trade and Industry) in 1959, valued at
¥5,400 million. Smaller enterprises employing 300 workers or less ae-
counted for 69 per cent of the total production amount and 71 per cent
of the total output value. :

Production of Matches

Productian amount {1 mil. M.T.) Quiput value (Y1 mil.)
Year ) Smaller Enterprises Smaller
i35 3099 100-300  Tetal 45 1ot ojan % Total
hands : : .
1958 .. ... 20 03 159 981 69 408 . 8,473 70 4,943

1939 ..vninnss 22 106 184 312 69 449 3,862 71 5,452

The empldyees of the match industry nuinbered 8,400 as of Decem-
ber 1959, about 6,000 of whom were working in smail. and medium plants,

Match manufacturers numbered 87 as of June 1960 (according to
the Japan Match Industry Association), 93.1 per cent of whom employed
less than 300 workers each., And those enterprises hiring less than 50
hands accounted for 47.2 per cent. Nearly 30 per cent of the total are
under private management, and half of the remainder are capitalized
at less than ¥2 million each.

In the Japanese match industry, smaller enterprises are predomin-
ant in terms of number and production valus, This may be attributahle
to the simpliicty of match manutacturing. Area-wise, Kobe is the bip-
gest center of match production, accounting for 80 pe1 cent of the tota]
number of match manufactmels :

Match Manufacturers Classified by Number 61‘ Emp!dyees

Scale : : . No of enterprlses
Less than 30 hands ............ R e e eiinaer i 1
30— 49 i e e eeaeerassear e, 30
L |
A00—199 L e T 4
B 200 e e e e e e - 6
Over 300 ..., iiiiiieiineinnrinninss AearErreeaa e P : G

TOTAL .. o eveinavainseeisienereannanannneeannss i 87

Production Pr ocess of Splint Plant

Matemal wood (white pOpu]dl, white dsh or walnut), after being
brought in, is cut crosswise in lengths of ﬂbout 40 centimeters, unbark-
ed, and then fed into the machine to make long; thin stri ips of wood of
'the width of a matchstick’s length. TUsually one machine is capab]e of
producing seven thin strips. of wood at once, Then stack them in a row
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to a height of about 10.centimeters and to
cut them into splints, The machine is cap
20 million splints every day.

F01"exp0rt, these splinters are dipped in phosphatic solution so that
after b_emg burnt and carbonized, they may not fall, or in some cases
are dried by the drying machine, sunshine or drying chamber after
being dyed, until the water content goes below 12.5 per cent. If the
whiteness of splints is required, matchsticks are put into the bleaching
chamber and bleached with sulphurous acid gas. :

about one meter long, and
able of manufacturing 15 to

Production Process of Muatch Plant

Splints go through the splint selecting machine to remove inferior
ones, are put into cases (containing 20,000 to 25,000 pieces) by the use
of the broken splint selection und feeding machine, and then are put side
by side in the wooden frame by the use of the frame filing machine. In
each frame, 2,500 to 2,700 splinters stand.

These frames are placed on the conveyor. While they are moving
on the automatic parafining machine, splints are dipped in parafin solu-
tion up to half the length to make them burn readily, dried up, and
tipped with match-heads. The daiiy productive ecapacity rvanges from 20
million to 25 miltion pieces.

Those frames which house matchsticks tipped with combustible sub-
stance are put-on flatcars.. They are erected upwards first, turned down-
wards later on in order to form the mateh heads in globular shape, dried
under a temperature of less than 40 degrees C in the drying chamber
or by sunshine, and unpacked by the frame removing machine. Match-
sticks are placed on trays, and put into match boxes by factory girls.
Skilled workwomen can make one grip of the almost exact number of
maichsticks for each box (usually G5 pieces) and make 2,500 to 3,600
hoxes a day. . ‘

. The match boxes are placed on the belt of the side phosphate coat-
ing machine, are coated with chemicals on two sides, and dried by not
wind or infrared ray. Then they are wrapped up in paper and put into
corrugated carboard or wooden cases. Export match boxes are packed
with galvanized iron sheet and welded at seams in order to keep them
free from damp, . '

‘The manufacture of splints is a part of the match production pro-
cess, and as a matter of course splint-making facilities ave supposed to
be instaled within match-manufacturing plants. In fact, there are no
actual cases of those specializing in splint production throughout the
world, except in Japan. In Japan, splint makers who had developed as
part. of the lumbering industry existed in considerable numbe_rs, partly
hecauze the match-manufacturing industry was opem}ted with seavece
capital and partly because the export of splints was_fau‘],\_' pood., After
the controls on the manufacture of matches were lifted in 1948, there
were 54-énterprises specializing in spl§nt production and 18 engaged_m
integrated production process, from splints to mateches. At present splint
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makers have decreased to 21, about half of whom are in wood-producing
centels and the Tohokun district. They are now accountlng for 1ough[y
37.6 per cent of the total splint production.

Machinery and Equipment

According to the Japan Match Manufacturers’ Association, the
mateh industry possesses 585 frame filing machines, 87 paraffining and
dipping machines, 128 side phosphor coating machines, 60 outer paper
box making machines, 30 splint drying machines, 142 JMMA-type splint
selecting machines, 56 JMMA-type broken splint with tip selection ma-
chines, 68 JMBMA-type broken splint selecting machines, two house-
hold match drying machines, and two sack machines. :

Among these machines, the msta]htmn of frame ﬁling machines is
regulated by the ordinance of the Ministry of International Trade and
Industry, and their operation rate is 66 per cent of ‘the total capacity
(52,650 mateh tons a day)., Many of them were imported from Ger-
many in the Meiji Era (1867-1912) and are primitive models. The
match industry has recently started efforts f01 drastic 1at10nahz‘1tx0n
and modernization. :

Characteristics of Demand and Distribution

The domestic consumption of matches averages 6.25 splints a day
- per capita and 430,000 mateh tons a vear. . The determinants of the
- match demand include the consumption of tohaceo and the number of
households. Since the consumption of matches is estimated at 55 per
cent of that of tobacco, the mateh .consumption increases by about 10,000
match tons when the tobacco consumption rises by 5,000 million cigaret-
tes. - The match consumption per household is estxmated at about 15
splints a day. But the minus factor is the spread of gas-lighters and
electric rice-cooking pots. W hen they are spread 100 per cent, the match
demand will drop by about 45 per cent. Nowadays gas-lighters and elec-
‘tric apphances are entting into the matech demand, but the recent con-
spicucus increase in tobaeco consumptlon ‘makes up for the encmach-
ment by modern gadgets

Match retailors numbe1 500 000 th1oughout the count1y- As the
sales amount of each retailor is very small, it is almost impossible for
the match maker to directly sell products wholesale to these retailors.
Therefore makers depend totally on wholesalers for distribution of
their products. Few of these wholesalers specialize in handling matches.
most of them are sundrymen, attaching importance to goods other than
matches. Match manufacturers rush to influential wholesalers, and
therefore the market is chronically a buyer’s market, Such characteri-
'stlcif of the distribution system hamper the sound management of rmtch
makers. .

.' ,‘Emzjoé't Trade _
The Japanese match industry had lost almost all markets through-
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out the world as a result of the war defeat. Exports of matches, there-
fore, dropped to one-twentieth of the brewar level. If is next to’impos-
sible to boost exports to the prewar scale, but the industry is making
desperate -efforts to cultivate overseas markets, Export prospects are
not so bright, however, because the mateh production and sales are sub-
ject to rigid government regulations in most of the countries.

Match Production, Sales

. e Sruales
Year Production Exports Domestic © Tetal
Yolume Value Volume Value Veolume Volue Yolvme  Vaiue
1956, ..,..... 432 4,063 17 167 ‘ M:HJS ) ‘3}}_.1.!7__4_’5 _3,_97;)
1957 .....0., ., 454 5,163 16 180 435 4,405 151 5,085
1958 .00, 408 <, €43 15 185 348 4,811 413 4, 996
W0 .. ..., .. 449 5,452 11 177 437 3,07 131 3,484

Source: Ministry of Imternational Trade and Industry,

Organizalion of Indusiry

The mateh industry is subject to adjustments of shipment every
quarterly under the Government divective. As mentioned before, the in-
stallation of machines and equipment is also regulated. All these mat-
ters are being handled by the Japan Match Kogyo Kumiai, This organi-
zation introduces restrictions on domestic shipment volume and methods,
prices, qualities and machinery and equipment. It has been playing an
important role in enabling the industry to adjust its facilities to a proper
size after new matech makers mushroomed in and after 1948 when con-
trols on the manufacture of matches were removed.

Going side by side with this association, the Japan Match Coope-
ration (established in 1938) is rendering financial assistance to its mem-
bers by means of inventory finance or discounting bills at depressions,
in order to help stabilize the prices of matches.

The Japan Match Manufacturers’ Association is' another important
organization in the match industry. Within this association, there are
chemical and machinery vesearch institutes which have been contributing
a pgreat deal towards improvement of the qualities of matches and ra-
tionalization of production. Since 1955, it has ‘played a vital role in
pushing the. Japan Industrial- Standards system in the mateh industry,
and also in planting Italian popular in an effort to solve a shortage of
material wood for splints.

The. match industry in Japan is always pregnant with a crisis of
over-production. But powerful measures ave being taken {o improve
working conditions, accelerate i11dll§t1'ia1 l'ationa.hzatlon_and encourage
exports. They are now bearing satlsfactory_ fruit.
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(3) Umbrella and Umbrella Rib Manufacturing Industry

(1) Historical Buckground

It is said that umbrellas were imported-into J apan for the first time
around 1320, Around 1877, those who processed imported materials
info umbrellas began to appear. It was after about 10 years that the
complete domestic production of wmbrellas, from materials to finished
products. got started. After the integrated production of umbrellas be-

camae Teasible, the prices of umbrellas came down, domestic prices, soaved,
the produciion of grooved ribs inecreased fast.

As the manufacture of umbrellas became lively, the wholesale sys-
tem came into existence in this industry, and the capital strength of
wholesalers went a long way towards improvement of umbrella materials
and processing techniques. Umbrella ribs were produced mainly in To-
kyo at that time. '

Alound 1897, the menufactme of umbrellas showed eonsiderable
technical progress and met domestic demands. Products were also ship-
ped to Southern 1eg10ns, ch1eﬂy Shanghai and Hong Kong. The annual
export value was in the region of ¥1 million in 1902-03, but the umb1 ella
industry was regarded as an export 1ndust1y

Mdnufactulels of umbrellas ribs and ﬁttmgs gradually mcleased
and division of work became possible. First of all; those coating um-
brella ribs and then those purchasing, processing and assembling metal
materials established themselves independently one after another. Be-
fore long the umbrella parts mdustry had been set up as.a small—%cftle
cottage industry. _ :

After the Russo- Japanese War ended in 1905, domestic demands for
umbrellas increased, and export markets were opened up in Korea, North-
China, Manchuria, Ind1a Africa, Europe and the United States. To . In-
dia, Mam!a Canton, Shangha: and some other destinations, finished pzod-
ucts were unable fo he ekpmted fcn tautf Teasons, and the1efo1e um-
brella parts were shipped.

" The outbreak of World War I in 1914 suspended the mﬂow of quahty
materials into Japan and encouraged research on the fempering of high
steel. The suceess of research work for two years exerted big influence
upon Japanese umbrella manufacturers. The stoppage of German-prod-
ucts to Hong Kong as a result of World War I offered golden opportuni-
ties for Japanese umbrella makers to expand their market in the Crown
Colonoy. Makers in Osaka capitalized on these export opportunities and
specialized in export. Thus manufacturers in Tokyo who specialized in
meeting domestic demands and rmkers in Osaka who were engaged main-

134



ly in export had established their respective positions,

Entering the Showa Era, production ¢ontinued to soar year after
year. In 1937, the annual production reached 800,000 dozens, exports
550,000 dozens, umbrella ribs 1 million dozens, sticks 340,0{}6 dozens
handles 1,130,000 dozens, and fittings 1,340,000 dozens. After the coun:
try entered World Way 11, however, both production and exports were
on the decline. When the war broke out in 1941, the main materials
for umbrella  manufacturing—high steel and burnished band steel—be-

came subject to controls, production fell sharply, and manufacturers
switched to subcontractors for munitions factories.

_ When the war terminated in 1945, productioﬁ amounted to a mere
20,000 dozens, or (n}ly 2.5 per cent of the 1937 production for domestic
consumption. But it recovered steadily, and reached ahout 750,000 do-

zens for domestic consumption in 1955, exports 234,000 dozens, and ex-
ports of ribs 540,000 dozens.

The industry consists of metal material makers, notch' and runner
makers, stick makers, painters, gilders, and assemblers, These frame
makers converge on Tokyo and Osaka. Umbrella makers are scattered
throughout the country, but the productive centers are Tokyo, Osaka and
Nagoya, In local districts, they combine repairing and retailing busi-
nesses.  Since umbrellas can be made easily with sewing machines and
cutting boards, they are in most cases merchants rather than manufac-
turers. They manufacture umbrellas between February and July, and
sell knitted goods, shawls, ready-made clothing, ete. by wholesale.

Fresent Situation

Characteristic. of this industry is the absence of manufacturers
adopting the integrated work system. The integrated work includes the
purchase of umbrella sticks, the fixing of main. ribs and stretchers,
springs; and notches and runners thereon, and the stretching of cloth.

 Now mention will be made of the production proeess of umbrella
ribs and parts. : ' :

(1) Material metals—There are two kinds of materials for um-
brella ribs. They are high steel rods and special burnished band steel.
In the case of high steel, rods are put into the annealing furnace, an-
nzaled for five hours at a temperature of 800 degrees, immediately thrust
into the furnace of 600 degrees in temperature, rolled into the.'so-called-
ribbons, and grooved. In. the case of special band steel !natermls, they
are ribbons themselves ,and therefore only the grooving process is
enough: Grooved materials are quenched at-a temperature of 900 de-
grees, cooled with guenching oil, oils and fats, and. water, apnea}led to
500 degrees, and cut in proper length. The quenching wprk is difficult,
and research is being continued in this fleld. There are oil furnaces and
clectrie furnaces. Some of the electriec furnaces in operation are automa-
tically controlled with thermometers. -
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(2) Metal shafts—There are two kinds of rod-manufacturing meth-
ods according to the materials used. In the case of thin and band steel,
it must be formed into pipes, but when brass pipes are used, that pro-
cess can be dispensed with. Thin or band steel must be cut in the de-
sired length and width, rolled flat, wraped into a U-shape, and then form-
ed into pipes with the seams welded, The ferrule is blunted and welded
ed by thrusting iron rods. The holes for two springs are. opened, and
the metal shafts are washed by sulphuric acid, dried, plated, painted and
cleaned with puffs. Lastly catch spring are fixed onto the shaft. "

(3) Notches and runners—The upper notch is made is brass bar
which is drilled so that the metal shaft can go through. Then grooves
are cut into the noteh to hold main ribs. The lower runner uses pipes.

(4) LRibs—Umbrella rik makers purchase metal shafts and notches
and runners from respective makers, seleet material metals, cut them in
proper length, blunt both ends and press them together with iron core
inside. In the case of stretchers, only the end of the stretcher which
connects with the runner is pressed. The holes are bored on both ends,
and either joints or rings are fixed to the main ribs. The main ribs and
stretchers are connected together, painted and plated. With the notches,
runners and metal rods, they make umbrella frames. Umbrella makers
purchases these frames and cover them with cloth. Umbrellas eloth ma-
terials include gingham, silk, silk-rayon, rayon, acetate, vinyl chloride,
ete, The production of collapsible umbrelias shows a steep inerease in
recent years. .

According to the Census of Industly conducted in 1957, umblelh-
making and rib-making workshops number 736,—54.8 per cent of which
(404) employed less than three workers each., Another survey showed
that there were 168 rib and stretcher malkers. Judging from. both sur-
veys, umbrella makers were estimated 1t bB8, or 71.1 per cent.

Although accurate statistical data are not available, it seems that
roughly 70 per cent of these umbrella makers are of such a small scale
as to employ not more than three workers.. The reason for the large
number of petty enterprises is the impossibility of mass-production due
partly to so many- different kinds of umbrellas and their designs and due.
paltly fo seasonal fluctuations in demands or weather conditions. Wo-
men’s umbrellas or parasols take roughly 50 per cent of the productlon,
men’s 15 per cent, and children’s’ 356 per cent.  Particularly women’s
umbrellas and pa1asols are not suitable to the mass-production process
because of fast-changing fashions in color and design. But a few enter-
prises of fairly large scale are engaged in maqs—productlon of umblelld%
using chemlcal and synthetic fibers.

According to the Japan Fedelatlcm of Umhlella Rlb Industl 1'11 Ag-
soc1at_1ons, 168 rib making enterprises exist in Japan. They are all fall-
ing in the small and medium enterprise category, employing less than
200 workers each, Of them, those with less than 50 aceount for 90.4 per
cent, numbering 152, About 40 per cent of them are under pr wate man-
agement :
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Area-wise, Tokyo and Osaka account for more tha :
t.he total urpb_rella production. While Tokyo is manufac]fiugiong (ﬁnflil'letllgﬁ
for domestic consumption, Osaka concentrates on exports. About 80 per
cent of the total exports are manufactured in and shipped from Osaka
The manufacture of eollapsible umbrellas, which recently shows a mark:
ed incraese, is mainly in Tokyo.

In respect to um‘brella rib makers, there are 110 enterprises in Osa~
ka, or 65 per cent of the total, and 51 in Osaka, or 30.3 per cent, Just
-‘(\)s 11n the case of umbrella makers, exports are manufactured chiefly in

saka,

~The production of umbrellas and parts, aceording to the Census of
Industry, was valued at ¥7,417 million in 1957. Smaller enterprises, with
Iesls than 50 workers, accounted for 75.2 per cent of this production
value,

Umbreella, Parts Makers

Scale Mo, of Na. of Production volue
o workshops employees (¥ Imillion)
Less than 3 workers,........,.. 101 a7 48
d— 9 e e e 163 ) 945 . 878
10— 29 . ,........ . iR} 2181 2,814
30— 49 ..., Cs 2 902 1,389
50— 499 ....... AU 12 .
100199 ..ol 5 PoLou 1,838
TOTAL ...l 736 B, llJb; - 77,7.71-1:.7*““‘ h

Source: Census of Industry, Ministry of International Trade and Industry.

o With regard to exports, umbrella exports account for 20 per cent
-or so of the total umbrella production, and ribs and fittings, 22 per cent.
The Finance Ministry’s statistics showed that these exports were valued
¥1,824 million in 1957, or some 24.5 per cent of the total production.
Umbrellas accounted for 62.2 per cent, or 436,000 dozens (¥1,134 million
in value). The largest market was the United States which bought
(228,000 dozens of Japanese umbrellas (52.2 per cent) valued at ¥499
million (44 per cent). _

Exports of umbrella parts amounted to Y689 million, or 37.8 per
cent of the total exports. To the United States, 300 tons (15 per cent)
were shipped, earning ¥127 million (18.4 per cent). Umbrella ribs oc-
cupied 60.5 per cent of the umbrella parts exports. The United States
‘also topped the list, taking 25 per cent. It was followed by South Ko-
rea (16 per cent) and India (15 per cent).

Recently exports of umbrella ribs and fittings are rumning level,
while umbrella exports are increasing year after year, Exports fo the
U.S. market, specially cheap stuffs for advertising and other publicity
purposes, show remarkable increase. In 1958, the industry shipped a big
amount of umbrellas and parts to the United States before it was forced
to apply self-restraint measures. In 1959, there were moves to curb um-
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brella imports from Japan, and since February, the Japan Sundry Goods
Export Association and the Japan Export Umbrella Industry Asgsaociation
have been regulating shipments to the United States. However, exports
to Canada, Australia and other destinations have increased sharply. Ra-
yon umbrellas have come to account for half of exports, and vinyl chlo-
ride and acetate umbrellas also show notable rises. C

Export markets for umbrella ribs and parts are mainly Southeast
Asia and North America. Except to India and the United States, these
exports show considerable declines in recent vears, but these declines
are barely covered by increased shipments to Africa, Latin Amrica and
Oceania. In the meantime, exports of umbrella ribs to the United States
have been also curbed by the Japan Sundry Goods Export Association
since 1959, The Japan Federation of Umbrella Rib. Industrial Associa-
tions is about to adjust shipments of nmbrella ribs and parts in an ef-
fort to stabilize overseas markets. '

Umbrella Export Value by Kinds of Covers
(Unit: 1,000 dozens, F1 million)

_Gotton clath - Silk, silk mixtures  _ Others . Total
Year Volume Valye Volume  Valye Volume Value
1 5 10 254 23 65
3 132 . 218 L6 844 a1
300 2 13 302 729 436 1,134
1958 ., 0ciuneas 139 399 2 17 577 1, 203 718 1,61%
1059 .. ... s . 171 495 5 37 58L 1,378 757 1,810
Source: Finance Ministry,
Exports of Umbrella Parts
Year o o . Volume Value -

2,001 1ons - X476 ‘milimi_('m -

3, 180 948

2,109 ) GBY

1,011 295

1,049 314

. Source: Finance Miﬁistr}'. _ _
- Noter  Figures for 1958 and 1959 show anly steel ribs. -
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(4) Leather and leather goods manufacturing industries

(1) History

Leather tanning in Japan has a very long history, started in ancient
times, - The leather tanning techniques in old days, however, placed main
emphasis on dyeing processes and are worthy of no special mention with
only a few exceptions.

It was after the adoption of the Western-style armed forces system
during the Meiji Restoration (1868) that modern tanning techniques
were first introduced to Japan., The adoption of Western armed forces
system required special leather for use in the manufacture of military
shoes, bags, knapsacks and harnesses, making it necessary for Japanese
leather manufacturers to make a fresh start by importing the leather
tanning techniques of Western countries.

The introduction of Western leather tanning techniques was first
made in 1869 when several German technicians, including Heinrich Kem-
bel, were invited to Japan and a special school for leather making was
established in Wakayama City, The foundation of modern leather tan-
ning techniques in Japan was established four years later with the visit
of an American technician, Charles Henry. The creation of Western-
style armed forces, coupled with the Westernization of the people’s liv-
ing, increased the demand for leather goods vear after vear, and the old
handicraft was developed into a modern, mechanized industry, establish-
ing its foundation in Tokyo and Osaka. During the Sino-Japanese and
Russo-Japanese wars, the products of the industry played an important
role, and Japan’s leather manufacturing industry made a ‘signal develop-
ment both quantitatively and qualitatively. '

Subsequently, efforts were made for the acquisition .of _m_odern tar}-
ning techniques, including those for chrome tanning, by inviting Ameri-
can and German technicians.. Since Japan played the role of the comi~
missary department of -the Alljed FForces during World War I, Japan’s
leather manufacturing industry made a rapid development, ranking third
in the world, following the United States and Germqny, in the volm_ne
of products. Until around 1941, the industry had enjoyed a boom with
stabilized production. With the outbreak of World War II, however,
the acute shortage of raw hides as well as the streamlining of enterprises
based on the National Mobilization Law decreased t}}e number of ]eathe.r
makers sharply. Production also tapered down, falling almost to the nil
at the end of the war. _ : :

" The postwar recovery of the industry was rather slow due.to various
controlling measures. It recovered gradually, however, and with th(.?, re-
nioval of controls in 1949, it was rehabilitated fast, supported by vigor-
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ous demands which had not been supplied fully during the 10-year period
atter the termination of the war. ''he subsequent ocutbreak of the Ko-
rean War resulted in active special procurement orders from the United
Nations forces, and activated enterprises invested the bulk of their pro-
fits in equipment expansion, signally enlarging their production capaci-
ties. ' :

Meanwhile, Japan’s leather goods manufacturing industry establizh-
ed its -basis with the production of military shoes. That is, shoe-making
techniques were introduced to Japan along with leather manufacturing
techniques for the purpose of manufacturing military shoes. With the
subsequent increase in military orders for shoes, the number of private
enterprises increased, and towards the end of the Meiji Era (1868-1911),
the foundation was established for the development of such modern, hig
enterprises as seen today. Contributing immensely to the development
of the industry were huge Russian orders for military goods received
during World War I. The Soviet orders for leather goods for military
use (including boots, belts, cartridge containers, harnesses, ete.), receiv-
ed during nine months, were four times asg large as the demands for
leather goods by Japan's Army Ministry for full one year. The leather
goods manufacturing industry, which had already expanded its produc-
tion capacity to meet brisk military orders, came to enjoy an unprecedent-
ed boom thanks to the Russian orders. The favorable effects of World
War I, however, were not limited to the fact that it helped major enter-
prises to solidify their foundation. It must not be overlooked that the
war alse helped to activate civilian demands for leather goods gradually
by stimulating the general business condition. That is, with the pro-
gress of industrialization, the number of salaried persons and wage
earners increased, and this, eoupled with the change in the mode of Iiv-
ing of the Japanese people resulting from the development of the traffic
network, gradually boosted the civilian demand for leather goods, includ-
.ing men’s shoes, children’s shoes, travelling bags, and other bags and
pouches. I ‘ S

The leather manufacturing industry, which had first been developed
with military demands, thus came to enjoy both military and civilian -
demands between the late Taisho (1912-25) and early Showa (1926-

. ) Eras. It also came fo have a small number of big enterprises on
the one hand and many smaller enterprises on the other. During the -
period. from the Showa crisis and World War II, the industry again
. came to.depend heavily on military demands, and it can be said that it
was after the end of the war that it made a full-fledged development as

a eivilian industry. ’ .

After World War 1I, the leather industry lost its military deémands
and made a new start as a completely “civilian’ industry and since has
been making a comparatively favorable development. In the period im-
mediately after the war when the nation was suffering from a miserable
shortage -of daily necessities, including foodstuffs and clothing, leather
goods were considered “valuables,” due partly to Government control.
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With‘Japan’s economy emerging from the stage of reconstruction and
entering the stage of development, the production of leather goods went
up and their demands also increased. With the removal of Government
-control in 1950 and the subsequent resumption of trade on a private
basig, the import of foreign raw hides became easy, and leather goods
production came to be started in real earnest. On the other hand, the
radical change in the mode of the people’s living resulted in a sharp in-
crease in the demand for women’s shoes, handbags, bags and even leather
coats, With the industry surviving the keen competition with synthetic
resin products, the production of leather goods chalked up a new record
in 1957, surpassing the previous high established in 1941,

(2) Presentl conditions

Japan’s leather industry depends on foreign countries for the supply
of the majority of needed raw hides and tanning extracts. Besides, the
degree of processing is relatively small in the industry. As a matter of
fact, in leather manufacture, as well as in shoe-making, the cost of raw
materials accounts for 70 to 80 per cent of the cost of finished products.
Therefore, the international competitive power of the industry is rather
small despite the low wages for processing workers. '

Thus, Japan’s leather industry, which depends on imports for the
supply of needed raw materials and whose processing degree is rather
low, is not promising as an export industry, although exporting a small
part of its products after the war. Besides, its production inevitably
tends to be stagnant. Aecording to a survey en the nation’s mining and
manufacturing production by the Ministry of International Trade and
Industry, while leather production has alveady surpassed its prewar peak
(indices Tor 1941, 120.5; 1955, 100; 1957, 122.9; and 19589, 124.4), over-
all mining and industrial production, chemical and rubber goods produc-
tien have already expanded to two or three times as large as their pre-
war level,” This indicates that Japan’s leather goods production is eon-
siderably stagnant. The stagnant production is also responsible for. the
fact that the industvy is composed of only few big enterprises on the one
hand and a large number of smaller enterprises on the other.

Approximately 80 per cent of the total demand for raw hides in Ja-
pan is accounted for by imported products. On the customs clearance
basis, during 1959, a total of 86,828 tons of raw hides and skins, valued
al ¥15,312 million, were imported. The largest supplier was the United
States which aecounted for 40,206 tons, or 46.8 per cent of the total.
Ttem-wise, cattle hides reached 68,989 tons (79.4 per cent of the total),
of which the United States accounted for 37,750 tons (54.7 per cent),
Australia; 14.596 tons, and New Zealand. Thailand, Canada and others,
the vemainder, The imports of horse hides fotaled 6,933 tons, of which
4,536 tons: (65.4 per cent) were imported from Argentina. and the ve-
mainder from Australia, Communist China. the Netherlands, South Af-
yiea and others .in the order mentioned. Calfskins. and kip skins were
5,841 tons, of which 2,442 tons (41.8 per cent) were accounted for by
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Australia, 1,988 tons, by the United States, and the rest, by other coun-
tries. Sheep skins and lamb skins reached 1,865 tons, of which. 1,385
tons {74.2 per cent) came from India and Pakistan, 249 tons from the
United States and others. Buflalo hides reached 1,629 tons, of which
1,374 tons (84.83 per cent) were imported from Thailand, and the rest
from Southeast Asian countries. - : :

The tanning extracts imports aggregated 22,241 tons valued Iat ¥1,-
571 million, major suppliers being Argentind, the United States and
India. .

Thus, Japan’s leather industry imports the bulk of the raw materi-
als it needs. Inasmuch as the raw hide price fluctuates rather sharply
in overseas markets, Japan's leather industry is rather unstable, greatly
influenced by changes in overseas market conditions. For instance, de-
spite the downward trend of the domestic prices of leather goods, due
partly to the advance of synthetic resin products in their fields of de-
mand, the imports of foreign raw hides in 1959 increased as much as
62 per cent in monetary value over the previous year due to a price
markup resulting from their worldwide shortage, although their increase
was only 15 per cent in quantity, This, coupled with a three per cent
rise in.the tannin price, indicates the trend of “low price of finished
products and high cost of raw materials’ in Japan’s leather industry,

According to a census of manufactures taken by MITI in 1967, the
number of establishments in the leather industry was 5,800 with a total
of 44,000 persons engaged, and their aggregate annual otitput was ¥55,-
300 million in monetary value. Of the 5,800 establishments, as much
as 65.1 per cent was accounted for by ultra-small household establish-
ments each having not more than three persons. engaged. . :

In the leather produets industry there were 4,983 establishments
having a total of 33,254 persons engaged, whose total production was
¥32,800 ‘million. Among them, small establishments having not more
than 49 persons engaged each ocetipied an overwhelmingly large part,
- that is, 98.9 per cent in the number of establishments, 81.3 per cent in
the number of persons engaged, and 78.6 per cent. in the monetary value
of production. In the leather products industry, ultra-small estabiish-
ments each having not more than three persons engaged accounted for
as much as 67.1 per cent of the total number of establishments.

" By production items, the list of leather goods manufacturing enter-

- prises’ was headed by the manufacturers. of leather footwear such. as
shoes (including the manufacturers of materials and accessories of lea-

ther footwear), followed by the manufacturers of leather luggage and

handbags, That is, leather footwear manufacturing - indusiry aceounts

for-51 per cent of the whole leather goods manufacturing industry in the

number of establishments, 47.5 per cent in the number of persons engaged

and 44.4 per cent in the value of products, while luggages and handbags

manufacture occupied 24.1, 34.3 and 86.8 per cent, respectively.,. These

two groups combined to account for 85.7 per cent of the total in the num-
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ber of establishments, 81.8 per cent in the number of per

its, : persons engaged
and 81.2 per cent_ in productlop. Other major branches of the leather
goods manufacturing industry include the manufacture of leather goods

for- industrial use such as belts, packings and goods for spinning, and
the manufacture of gloves. .

Qutlined above is thz_t: scale of establishments according to the num-
ber of persons engaged in the leather manufacturing industry and the
leather goods manufacturing industry.

As was explained, in the leather manufacturing induStry there is
no such difference in the scale of enterprises as seen in many other in-
dustries, with the larger and smaller enterprises turning out almost the
same quantity of products. This is because it is possible for these enter-
prises to engage in the mass production of special items according to
their business scale, such as belt leather and sole leather (these two
items are manufactured mostly by big enterprises), chrome shoe leather,
fatty leather and others (these are manufactured mainly by medium
and small enterprises). On the other hand, in the leather goods manu-
facturing industry, the smaller enterprises whose persons engaged arc
not more than 49 each account for the bulk of the industry’s total pro-
duction. The reason for this is that each enterprise has to produce vari-
ous different kinds of goods and it is difficult for enterprises to engage
in mass production of one or two special jtems since leather goods are
for final consumption and therefore their production is largely affected
by the taste of consumers, This fact explains the difference between
the leather manufacturing industry and the leather goods manufactur-
ing industry in their production according to the scale of enterprises,

The leather industry is geographieally concentrated in several areas.
Major production centers are Tokyo (40 per cent), Hyogo (30), Waka-
yama (10) and Osaka (8) prefectures for the leather manufacturing
industry, while the leather goods manufacturing centers are Tokyo and
(saka which are located favorably for the domestic sale of the products.

With medium and small enterprises cecupying an overwhelmingly
large part of the industry and its production concentrated in several
. areas, the leather industry is pushing the formation of joint E.:nterprises
hy organizing cooperative unions as a means to rationalize business man-
agement. Approximately 75 per cent of all enterprises has_membershlp
in these cooperative unions, which are engaged in production, process-
ing, experiments, researches, finaneing and sale.

" According to the Overall and Basic Survey on Medium and Small
Enterprises conducted by the Small Enterprises Ageney in 1957, the ma-
chinery equipment condition of the leather industry was as follows: The
leather manufacturers had 6,589 tannin tanks, 3,795 lime tanks and
1,981 drums. The leather foot-wear makers had 244 scoop-sewing ma-
chines and 2,336 sewing machines (including those for shoe-making).
The bags manufacturers had 2,278 sewing machines. The pouchers
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makers had 1,084 sewing machines.

In the following paragraphs, the leather making prdcesses, and the
processes of the manufacture of shoes, which are representative among
leather goods, will be explained, although this involves difficult techniesl

problems,

The leather making processes are divided info  the preparatory
work, tanning and finishing processes. Imported raw hides and sking
ave often dried and salted hides. Therefore, they are first dipped in
water and softened. After miscellaneous small things sticking to them
are eliminated, the raw hides go through the processes of depilation by
the use of quicklime, straining (for the required thickness), elimination
of lime, and the rubbing with stone for removing the milky fat and the
hair roots which still remain within them. These processes form the
preparatory work. This is followed by the tanning process in which a
solution of tanning material is used. The tanning material as well asg
the time required for tanming differs according to the use of the leather.
Thick leather for the manufacture of shoe soles and belts requires a
longer time. To decide the suitable density of the tanning solution and
time for tanning requires very high techniques—most important in the .
entire process of leather nianufacture. ' -

- The manufacture of thick lenther which requires a long time: for
tanning inevitably reduces the turnover rate of funds, and therefore,
is difficult for small enterprises. It used to take as many as six months
for the solution to penetrate into thick leather for shoe soles. At pre-
sent, however, the time required has been shortened to two months or
80 due- to various measures including shaking the solution. In the
manufacture of shoe leather, new techniques, including a drying method
using glass, have been introduced. This new method is designed to make
an artificial grain layer. Imported raw hides are usually stained and
damaged by insects while the cattle is pastured. Therefore, their sur-
face is planed, and some drugs, such as synthetic resin, are applied to
their surface. Then they are put on 4 sheet of glass to make an artificial
grain layer. The adoption of this method has ‘resulted in an increased
yield rate, and besides, due to automatic adjustment of humidity and
temperature, the time required for drying has been shortened, making
it possible for the manufacturers to cut the cost of production drastically.

"The finishing processes include drying and dyeing. '

-In shoe-making, soles and other parts are manufactured in separate
processes, and then they are combined into finished products. There are,
however, only few makers engaged in all these processes. Large and
-medium enterprises having well-mechanizd plants are -usually engaged
in-the work of combining these two parts while: utilizing ultra-smalt
household enterprises as their sub-contractors for the manufacture of
other parts than soles. On the other hand, small enterprises usually
manufacture the parts other than soles while depending on larger and
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mechanized plants for the work of combining their products with soles
and sell the finished shoes. There ave different ways of combining soles
and other paris. One way is to sew the main sole, upper sole and in-
step-covering part together.. Another way is to sew the instep-covering
part and the welt first and then sew the welt and the main sole together.
In a recentiy introduced method, a powerful adhesive is used in place
of needles and threads. Those shoes whose soles and other parts are
sewn together with a machine ave called “machine shoes”” When this
process is done partly with a machine and partly by hand, the shoes are
called “semi-machine shoes.” When the entire process is done by hand,
the shoes are called “hand-sewn shoes.” Recenily, however, the use of

Leather and Leather Products Establishments

Mo. of Size of persons engaged
establishments 5 419 20-49 50-99 100-29% 300-
Leather tanning and Finishing.,.. 815 RES SA LY 94 20 "
Industrial Jeather ,.......00vu... 162 &0 il 17 2 1 1
Leather foot-wear and others .... 2,572 2,000 408 121 21 12 3
Leather gloves and mittens ...... 192 G4 91 36 — 1 —
Luggage and handbags ......... 1,703 GG 624 102 10 1 —_
Leather goods, nie.co.oonviiiin i 351 2 i 3 1 1 -
TOTAL ......... Verereraann 5,780 3,739 1,592 343 a4 24 G

Source: Census of Manufactures, 1937, the Ministry of International Trade and In-
dustry.

Persons Engaged of Leather and Leather Products Establishments

(.in ¥1 mitlion}

No. of Size of persons engeged
persons e e R S M R T T TR e T e e Remufks
engaged -3 4-19°  20-4% 5099 100-279 203

eq anning & - weeo-oooeo Persons engaged
: ‘:f:l.‘lll]l‘sehru:;nm.n%‘ .. 10,652 oG 2,901 2 510 1,202 0,650 in 100-209 sroup
S ’ total 702
. Industrinl leather.... 1,794 187 510 487 01D
e 5,843 3,68 3,818 3,410 1,474 TG 4us Persons engaged
Leather fool-wear ..15,843 3,656 & Persons engased |
total 1,351

Persons engaged

Leather gloves & ' NSRS Persons
* mitten 213 G5 853 i, 115 in 20-29 group
mittens ..o 2,158 165 T
Luggape & . e
lf,:f;lti‘lmgs coeco A 2o 54T 2,970 680

" Leather goods, ) .
nch 2,058 537 1,339 182

1300 T.858 14,928 21,120

EEEEEE




Production of Leather and Leather Products Establishment

* Cin ¥1 million)

Produc- Size of persons engaged

tion -

: - Remaorks
-3 4-19  20-49 50-99 100-299 300- :

Leather tanning & ——  Qutput of 100~
finishing...... L...22,520 1,384 4,335 5,491 2,656 . 8,654 - 199 group:

o e e ¥2,633 million

Industria) leather.... 2,082 139 486 392 1, (65

. — —  Ouiput of 100-
Leather foot-wear ,.14,569 1,891 3,681 3,837 1,195 3,915 199 group:

Leath 1 & ¥1, 371 million
eather gloves & :
i 3- 5 36. OQutput of 20-249
mittens .......-.. L3 66 506 1,364 group: Y803 mil.

Luggage & '
hundbags ...... ..12,081 1,117 6,216 3,015 833
Leather goods, n.ec. 2,141 284 1,556 291
TOTAL........ 55,320 4,881 16, 800 36,648

Source: Census of Manufactures, 1957, the Ministry of Tnternational Trade & Industry.

machines has become so popular in shoe-making that they hav all but
supplantd manual work in the process of combining soles and other
parts.
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(5) Printing Industry

Printing methods used to be classified broadly into three t —
relief printing, l_ithoprinting and intaglio printing.s The as}t]égndiﬁgefld-
vancement of science after the end of World Way IT has brought about
a revo]utxpn in the printing industry. Various new printing materials
and chemieals have made their debut, and printing techniques have be-

gog&e tcomplicated.' Mechanization is also making rapid progress in this
industry.

) Now_adgys there are a variety of materials for printing, and the fore-
going printing ‘methods have become insufficient, Special printing fields
have bheen. cultwated one after another.

Development of Printing Industry

Japan’s printing business established itseif as an industry in the
garly part of the Meiji Era, introducing technical knowhow from the
United States and European countries. However, printing machines
were primitive and inefficient. It was towards the close of the Meiji
Era that rotary presses came into use for newsvaper printing,

As the nation’s cultural standards vose, printing demands roared,
‘and the progress of printing techniques was encouraged. After World
War I, the publishing business was animated, the number of printing
shops increased, industrial facilities were modernized, and such new
printing technigues as offset printing and photogravure were spread.

.Entering the Showa Era, popular magazines, juvenile books and
"~ other printed matters increased notably, and such commercial print as
leaflets, posters and catalogues were popularized. This increase in de- -
mands had opened up markets for small and medium printing shops, too.

"The outbreak of World War II, however, invited tight controls over
printing paper and other materials, consolidating printeries by as much
ag 70 per cent. Before the consolidation was completed nearly 54 per
cent of the tacilities were burnt down by war, and the printing industry
as a whole was dviven into a coirner.

‘After the war, rigid restrictions on printing paper and a shortage
materials hindered the rehabilitation of the industry. In 1947 to 1943,
the printing industry revived on the gtrength of a pubhs}m}g'boom, and
the number of printing enterprises zoomet to 14,000 units. A reac-
tionary depression following this boom shook the feeble foundations of
the publishing business, and new pllb[}S_Iml‘s were f_orced. to cIos_e up one
after another. Printing houses having business relations W1t.'h these
publishers inevitably experienced hard time, and the printing industry
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plunged into a consolidation process,

With this as a turning point, larger printeries carried out.industri-
al rationalization and modernization. It was at that time that printing
machines and rotary presses for multi-color printing were introduced,
and air-condition linotypes, monotypes, electrotype process, ete. were
adopted. Small and medium printers were lagging behind these larger
ones in industrial and managerial rationalization and modernization.
The result was that the markets were narrowed down for small and
medium printing houses, and some of them went bankrupt.

Ayound 1951 and 1952, renovation of printing facilities was started
in small and medium enterprises, but there were already signs of facili-
ties becoming excessive, In the face of the marked advance of large
printing enterprises, these printeries found orders tapering off gradual-
Jv. Some of them became unable to pay even wages to their employees,
and serious labor problems came to a head. Many of the small and medium
printers were subcontracting for larger ones, but they felt the pinch of
hard times due to larger pmlters arrears of subconiract money pay-
ments and cuts in subecontract prices.

Business diffienlties resulted in intensifying order-winning compe-
tition. And the competltxon took place not in the phase of prmtmg
techniques and services, but in price-cutting.

To check being involved in common ruin as well as to push moderni-
zation of facilities, these small and medium enterprises needed to stabi-
lize themselves first. In compliance with the Smaller Enterprises Stabi-
Hzation Law, they made efforts to form coordination associations
throughout the country in 1954, In order to prevent printing shops from
unreasonable price-cuttings, coordination associations took the initiative
in setting standard pricesefor printing, and having printing machines
registered. In principle, the new installation of printing machines was
banned in 1957. In the following year, printing f_ees- were controlled to
stop underselling.:

In April 1958, when the Smfdler Enterprises Orgamzat:on Law W&S
enacted, coordination associations were changed into industrial associa-
tions., = Induqtual associations were set up in every prefecture and fall
under the banner of the Japan Federation of Printing Industrial Asso-
ciations which is now regulating both industrial facilities and prices.

Generally speaking, small and medium printeries atre in straitened
circumstances, -but along with the expansion of the economy and higher
living standards, demands for printing show not spectacular but steady
uptrend. -Seen from a long-term stand-point of view, it may be predlct-
e}c}l E‘;‘hi Japanese printing industry will develop on sf:'tble foundations in
ihe future.

Present Situation _ N _ :
Prin_ted matters are divided into publications (text-books, periodi-
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cals, newspapers, ete.}, office stationery (account books, vouchers, etc.)
z_md. commercial prints (posters, calendars, advertisements, cata’logues,
papier-mache ware, ete.). According to a survey conducted by the Print:
ing Industry Association, publications account fer 36.7 per cent of the
total printing works, commercial prints 30.3 per cent, office stationery
24.6 per cent, and others 8.4 per cent. '

b
- One of the noticeable trends is a conspicuous inerease in commerecial
prints. In prewar days, the weight of commerecial prints was small
while publications were the main printing work. Another trend is tha{:
luxurious printing demands are increasing year after year. 1In fact,
multi-color printing and special printing ave on the inerease, Texi-
looks for primary school pupils are printed in color. Speeial printing
even on polyethylene and aluminium boxes has become possible.

Characteristics of Printing Industiy

One of the major characteristics of the printing industry is that the
printing industry is an industry processing brought in materials. The
printing industry starts work on clients’ ovders. It is hard to work out
a business planning, and planned production is not simple. Under such
cirenmstances, printing houses are apt to compete with each other so
fiercely in winning orders—often more orders than they really need.

"Also characteristic of the printing industry are the heavy depen-
dence on manual work and the diffienlty of standardization of works.
The anastatic printing process, for example, consists of type-picking,
typesetting, plate making, printing, finishing, and distribution of types,
and counts heavily on manual work. Labels, wrapping papers and pa-
pier-mache ware of set designs and publications can be printed on mass-
production basis, and printing costs can be lowered, Standardization
of works, however, becomes difficult for the printing of odds and ends.
This is the most serious deterrence to the industry’s modernization ef-
forts,

" The developed subcontracts system and existence of skilled tempor-
ary workers seem to be another featuve of the printing industry. As
explained before, printing houses must handle so many different sorts
of work, and moreover demands are not constant throughout the year.
"That is why they avoid excessive investments in printing facilities and
iry to their operating rates at a uniform level all the year round. L?'uch
heing the case, the subcontract system has been developed, and skilled
workers are emploved on a temporary basis. ‘

" In the printing industry, there are private printing housps angi
gmall-scale printeries in huge numbers.  The printipg business is .typ1~
cally a smaller industry. So long as the above-mentioned characteristics
continue to exist, hordes of small printing shops will coexist with-a hand-
Tul of large printing houses. ‘

Printing demands violently fiuctuate seasonally. In Japan, text‘-l.)ook
orders concentrate between September and December, Magazines,
periodicals and other general publications are rather eonstant through-
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out the year, but June and July are a slack season, and December is a
peak due to the printing of the New Year number. Relatively free from
seasonal fluctuations in demands are commercial prints. It seems ad-
vantageous, therefore, in order to maintain the operation rate at a cer-
tain level, to handle commercial prints. :

Seale-wise Composition of Printeries

The 1957 census of industry revealed that printing enterprises (ex-
cept for mimeograph) numbered 10,000, 99.8 per cent of which employ-
ed not more than 300 printers each. Printing houses employing more
than 300 workers numbered a bare 18. Most of the printeries were
operating with less than 100 employees. As a matter of fact, 80 per
cent of the total belonged to the small or ultra-small category, employ-
ing less than 20 persons each, But small and medium enterprises oc-
cupy a very important position in the industry, accounting for 91.3 per
cent in the number of employees and 84.2 per cent in production value.

Composition of Printing Houses

No. of . No. of Production value
Seale houses employees {¥1 mitlon)
s than 3 workers LT 3,5 7,725 2,795
Sl N 5,010 48,722 23,731
B— dD e 1,416 41, 025 - 27,832
oL 393 26, 215 20, 705
100—189 ., it ira s 199 14, 866 _ 12,665
200289 L0 PR I - 4,684 3,876
Over 300, ..., ciii i iiirenas vee 18 13,585 - 16,916
TOTAL ..............., R 10, 110 157,672 108, 620

Sourcer Census of Industry 1957, Ministry of International Trade and Industry.
Note: . Mimeographing houses are not included in statistics.

Members of Industrial Associations and Their Employees

~ Seole . Type-printing  Lithoprinting "Qveroll ' Totall
T e ] S
Employers .............. 244 ( 3.2) 28023 3(0.2) 52T
Employees S '
5 erieiiriiieaess 3, 187 (45,2 340 (28.5 130 (10.5 3,657 (38.5
................ 1,751 (24,7 YR8 (24, 1 158 §12.7 2197 %3313
covens L1B7 C16.8) 305 (25,55 282 (2L 1 1,754 118,59
......... eeees. A71( 5.3 119 (10,0 176 (14.2) G606 E 7.1
.............. v 223038.2Y 76 ( 6.4 296 (18.2 595 ( 5.5
................ 99 ( 1.4) 20( 2.4 197 (15,9 325 ¢ 3.4
................ 12 ¢ 0. 23 9¢ 0.8 . 77( 6.2 98 ¢.1, 0
ver 200 ..., ., .. e 3¢0.1 1¢o0L 13 { 1.0Y 1702
' TOTAL ............ 7,057 C100) 1,195 C100) 1,242 (100) 9,494 C100)
No. of employees ...... ..66,322 (51.3) 16,741 (12,9) 46,344 (35.8) 120,407 ( 1003 .
Per employer ............ 9.4 employees 14,0 37.3 a6 ’

Source: Japan Federation of Printing Industrial Association (as of July 1958).
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_ Ac001'd§ng to a survey conducted by the Japan Federation of Print-
ing Indust:ria] Associations, 74.3 per cent of its membership are engaged
In type-printing, hiring 51.2 per cent of the total employees. In the type-
printing business, those printeries with less than 10 hands account for

78.1 per cent of the total. Per printery number of employees is 9.4 per-
sons in an average. _

Printing Facilities

. Just as printing methods ecan he classified into reljef printing, litho-
printing (offset printing) and intaglio printing (photogravure printing),
printing machines differ according to these three different methaods,
Among them, anastatic printing machines are most popular, ranging
from super-speed rotary presses capable of printing 150,000 to 200,000
newspaper copies per hour to hand machines printing name cards, post-
cards or leaflets at a speed of hundreds of pieces per hour.

The Japan Federation of Printing Industrial Associations’ survey
shows that of the 35,565 printing machines owned by the 9,494 mem-
bers, 28,942 units or 81.4 per cent are printing presses, and the remain-
ing 6,623 or 18.6 per cent, lithoprinting machines.

In the 10 years after the war’s end, the number of printing ma-
chines increased sharply, while many obsolete machines and equipment
were scrapped. After being used for an average of 10.6 years, printing
machines are usually being replaced.

In industrial modernization, great importance is being attached to
higher efficiency, greater speed, and color printing. Automatic printing
and multi-color printing are the modern trends. The development of
special printing machines is also remarkable as materials for printing
are expanding to cellophane, vinyl, tin and glass. :

The disparity in industrial and technical modernization between
lerger and smaller enterprises is becoming conspicuous. This tendency
will become more and more prominent vear after vear. .

Printing Technigites

The notable advancements seen in printing techniques, printing ma-
terials and materials for printing have expanded thsa definition of print-
ing. Printing used to purport to keep cultural achievements on record,
but nowadays it has come to have closer bearings on the every day life
of the nation.

The relief printing techniques have been making steady progress,
In the field of plate making, the advancement pf photographic films and
popularization of . the mass-process have contr:hr:rte_d to enhancement of
technieal standards. Lithoprinting and offset printing are most advapc—
ed in Japan. Recently offset printing has come to corr_lmand_ w_orldwu!e
attention, and its use is being extended. TUnlike rqhef printing, this
‘does- not necessitate stocks of lead, and can be done with relatively small
capital. The application of color films or negatives to 1)latg~makmg
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masks has been fairly under way. By improving printing ink and pa-
per, offset printing will be able to expect further advance,

Photogravure printing is young in history, but its use has been ex-
panded by the appearance of multi-color gravure. The recent noteworthy
advancements in gauges, materials and printing technigues ‘have made
it possible to print on plastics, packages and metal-foils. It is much easier
to select and use proper printing inks for this printing than other types
of printing. The progress of electric rvegister control device is contribut-
ing a great deal towards offset printing.
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Number of Enterprises Classified

By Business Scale, Type

Classificatinn by Total
No. of Emplayces

Total 405, 426

1—-—23 198, 453

4 -9 101,921

10 — 19 a8, 4138

20 — 29 19, 206

N — 14y 14,332

53 — 99 3, 160

100 — 1% 3, 118

200 ~— 299 0951

300 — -0 G5

500~ 999 411

1,000 — C 433

(Note) This table is bused on the investigadion of 140,000 small-medium seale

Rutin

(23
10150
49,0
25,1

1Ll

ts
-

Personal

Muanagement

205, 782
192,013
73,200
24,101
4, 116
1,703
530

03

¥

Ratio
194
1000
34,9
218

8.1

2.0
0.0

.0

Company
System
109, 644
{78,575}
f3, 140
{4,833)
28,720
(21,931)

3,837
(24, 981)

15, 080
(10, 715)
11,629
(8, 031)

7,021
1.5, 242)
3,003
(1,836

072
5200
6542
(271D

¥
{121)

¥
{67)

Ratio
(%)

100.
{100,
5.
(6.
26,
28
3.
(31,
.8

. 5)

-1ts W&

L

0
0)

8
2)
2

0

3
8)

3

> U=

enter-

prises which the Smaller Enterprise Agency and the Rescarch and Statistics . Division of

the Ministry of International Trade amd Industry picked up on December 31, 1957 by the

sampling method to léok into their fucts between January 1 amd December 31 of 1957,

This survey purported to shed light on the distivctive features of Japanese small and

medinm bhusinesses,

of business scerels becuuse the number of enterprises was extremely small.

N and Y imply that the figures were not disclosed for maintenance
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Scale-wise Number of Employees, Sales Value, Vilue Added

No.  of Regulie p .. Sales Value - o
Workers (monthly %;‘,‘5’ of Manufﬂclure(l %‘%‘5’ Vatue Added rg;&')“
average in year) e Goods, ete. 4 o

In thousands In ¥ 100 mil. In ¥ 100 mil.

Tatal 5,935 100.0 96, 332 100.0 30, 398 100.0
1—3 441 7.4 1, 896 2.0 708 2.3
4—9 616 10. 4 4, 061 4.3 1,332 4.4

10 — 9 749 12,6 G, 602 6.9 2,06 6.7

20— 29 440 7.4 4,601 4.8 1,384 . 4.6

30 — 49 483 8.1 5, 670 6.0 1,678 5.5

5G — 94 551 q9.3 7, 804 82 2,308 7.6
100 — 199 412 7.0 G, 567 6.9 2,017 G.G
200 — 299 229 3.9 4,057 4.2 1,297 4.3
300 - 499 235 4.0 5,162 5.4 1,633 5.4
500 — DOY 268 4.5 6, 474 G.8 2,102 6.9

1,000 — . i, 500 25,4 42,432 44.5 - 13,908 45.7

(Note) 1. The above is based on the December 31, 1957 survey cmuluutéd by the
Smaller Enterprise Agency and the Research and Statistivs Division of the
Ministry of Iniurn.nli()nai Trade and Industry.
2. Value Added by Manufacturers ‘= (sales -value of manufactured goods 4
receipts for contract works. ++ receipts for repairs) — (total costs of materials,
-fu.el and electric energy consume.d. and of contract works. 4- amount of excise
tax included in value of shipments)
3. Sales Value, ete. = the total of sales value of menufactured poods + receipts

{for contract works + receipts for repairs.
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Classification of Enterprises

By Business Lines

Ratio (Al Enterprisesy Ratio of Enterprises with
300 Emplyees
Enter- . ."':n!us Value  Enter- Sales  Value
prises. Workers \ alue Added  prises Workers Value Added
(2 (85} (%) (%) (%) (%)
Total 00,0 100.0  100.0 100, 0 09. A, 1 43.3 12,0
Food and Kindred . .
products 21.8 10,3 .6 10.5 04,9 56,5 6.2 63.3
Textile mill preducts 17.0 18.4 .2 1.6 Y6 Ga.d 493 477
.»'\ppnlre]]und (fl)ther ’
finished products made . , ;
from fabrics and similar 36 26 L3 L2 w859 785
materials
Lumber and wood pro- 1.7 6.0 o o ; . g 0
ducts(except {urniturey =7 » L 11 .0 16.1 9.5 8.2
Farniture and fixtures 5.5 2.4 0.9 1.2 100, 0 45, 6 a4, 1 a7
Pulp, paper and allied " o . .
;;11'8 e e e 2.7 a1 L6 a0 et Ghe 9T LT
Publishing, printing « o . - .
dihing printing and 50 w0 et 44 ens Tr1 543 0.5
Chemieal and related . . . o Qe o b .
industries 1.8 6.3 0.8 12,0 03,1 25.3 23,2 19.3

Products of petroleum

it 0.2 05 LH L5 w2 483 171 20,0
Rubber products 0.3 1.5 1.4 L7 ap, 2 36,3 25.1 2'3 2
';r'(ﬂ}t’u:”d leather L3 06 05 0.8 888 S6.8 8.3 806
Sone iy od s 5y 52 a3 53 w6 T4e 4n8 9.8
‘Primary metal industries 0,8 5.5 i 07 a7. 1 7T 16.0 17.1
Mo ferrous mell 0.5 22 38 41 98 3L3 2n9 192
Fabricated metal products

{except machinery, trans- 6, 4 5.1 3.8 4.2 99.8 88,5  TLT 741

portation equipment)
Machinery (except elec- 43

: : 7.1 5.7 (Y 09,2 72,2 57.8 58.5
trical machines) e
Blectrioal wachiners. . 1 54 55 fa 0 ens o8 207 105

equipment and supplies
Transportation” equipment
Professional, scientific
and controlling instru-
ments, photographic and 0,9 1.6 0.8 l.
opiical goods, watches

and clocks

Miscelluncous manufact- ¢ o 4.9 2.0
uring industries -

(Source) 1hid.

&
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2
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98,6 7.4 17.6 26,2

99,0 GL4 524 510

[
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Actual Conditions of Enterprises for Contract Works
(Their Ratlio Against Total)

Orderer of Contract Work

Manufacturing  Industry for Wholesolers, Makers,

Indusiries  Contract Works  Retailers Others
%y (%) (%) (%)

Tatal ' 75.5 243 36,0 64.0
Food and kindred products 96. 9 3.1 59,0 11,0
Textile mill products 38.2 GI.8 3i.5 G8.5

Apparel and other finished ,
products made from fabrics 40,2 59.8 59.8 40,2
and simjlar materialy

Lumber and wood products

Q2 0 &

(except {urniture} 832 1.8 8.1 519
Furniture and fixtures 86.2 13.7 56,7 13,3
Pulp, paper and allied preducts 843 15.7 51.9 48.1
Publishing, printing and allied 5 5 4
industrics P £0.5 3.7 30.6 69,4
Chemical and related industries 93,7 4.3 20.2 79.8
Products of petroleum and coal 98.0 2.0 37.5 62.5
Rubber preducts 79.2 20.7 37.1 62.9

- Leather and leather products 61.2 38.8 56.1 43,9
Stone, clay and glass products 92, 4 7.6 58.4 4L. 6
Primary metal industries 39.7 10.3 15.8 ) .8'1‘2
Non-ferrous metal products 87.0 13.0. 19,6 80,4
Fabricated metal products '

(except machinery, transpota 66.6 33.4 20,0 80.0
tion equipment} ’ A
Machi ; : : :

h I[;‘t]:;}liﬁf]iéf) (except electrical 67.6 39,4 9.8 90, 2
Electrical mackinery, {

aﬁa r;ﬁ‘gp]fg;dzrm_r}. equipment w1 2.9 8.8 9L.2
Transportation equipment (9.9 20.1 S N 80.8
Profcssiﬁgnu], scientific and : |
controlling instruments, photo- . g . . .
graphic and c?)ticn] gc?odr;, e 70.6 29.4 ) 22.0 . 78.0
watches and c{ocks
A;E;Z(ﬁl:gesoua manufacturing 79, 4 | %0, G 50,5 A7 B

(Source) Ibid.
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Enterprises Classified by Business Scale,

Scale by Na.

of Woarkers

Loan Sourse
Total

City Banks
Local Banks

Mutunl Loans and Saving Bunks

Long Term Cledit Banks and Trust
Buanks

The Central Baak for Commercial
and Industrial Cooperatives

Credit Associations
Credit Cooperalive Associations

The Peoples Finance Corporation

The Small Business Finance Corpo-
ration

The Japan Development Bank
Business partners
Money-lenders

Relatives, friends

Ollmrs

(Source) Ibiul.

1ter 16

180, 297
16, 170
50, 432

25, 166

5, 637
38, 576
15,044
46, 741
11,222

a30
22,107

4,301

51,0024

oL, 002

20 to 99

a6, B2o
11, 204
6,217

8, 801

1,078

0,231
7,972
159
3 G35
602
8,051

G, 037

100 1o 269

3,014
2,473

1,895

=1
et
(53]

386

536

316

UG

Loan Source

Over 300

1,440

Tatal

222,571
33, 654
69, 382
46,015

4,209
11,170

48, GOy

4,041
60,312

29, 639

(Notey 1. City banks oo The Mitsui Banle, the Daiichi Bank, the Mitsubishi Banlk,

the Sumitomo Bank, the Sanwa Bank, the Daiwa Bank, the

Tokai Bank, the Bank of Kobe, the Kyowa Bank, the Kangva
Bank, the Hokkaido Coloniali Bank and the Bank of Takyo

{which was formed under the Foreign Exchage Bank Law)

2 Local Banks -~ The ordinary banks excluding the long-term credit bank, city

banks and teust banks.
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Composition of Workers

By Arge
Scale by No. of Total Under 18

Workers

Total i00.0 10.2

1—1y 100. 0 9.6

20 — 99 100.0 12,1

100 — 299 100. 0 13.4

Qver 300 100.0 G 4

Composition of Workers

By Length of Service

Seale by No. of Total  Under Gmos.te 1 to

Workers G mos. 1 vr. 3 yrs,
Total 100.0 7.5 14,4 241
1—3 ‘ 100.0 8.2 143 3_1.}5
4 —~9 100. 0 KR 1L7 29, 4

10 — 19 1000 10,0 15.4 78,5

26 — 2y 100.0 10.1 16,1 23.%

30 — 1y 100 99 166 280

50 ~— 99 160.0 9.8 7.5 28,1

100 - 199 100.0 8.9 17,0 . 272
200 - 299 wn.o . &3 5.5 26.2
300 — 499 10,0 7..6 15.9 2.5
500 — 999 0.0 - 56 4,1 22,2
Qver 1,000 100, 0 34 e 1
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13 to 55

86.

17.
17.
17.

12,

[$-3

.0

G

Over 55

LS
o=

23.4

.8

9.

il

13.
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