2-6 Desiqn Prombtion Syétem

_ X G—mark (Good D651gn Mark Commodltle%) system was started by the
“Patent Office (Desigh Promotion Council} in 1957, and transferved to
'Desxgn Divigion "of MITI in 1959, to emphasize the so-called G-mark,
selectlng good - deslgn commoditias on applicatien by manufacturers,
Orlglnally, it started as a project to direct or encourage the manufac-
turer, - but reforms took ‘place in the education of the general publics
from' the year 1963. ' Publication of goad- design collections; exhibitions
at major 01t1es in- the country; public relations activities in televi-
51on, nequapers, and magaalnes were performed

The Japan Export . Design Exhibition has been held once a year since

1963, The" variety and quantities of good-design commodities had been
greatly expanded_year by year.

In order to dlsplay end introduce superior craft articles of Japan,
the Japan Superior Handicraft Articles Export Promotion Plan started in
1960, ‘as” one of the subsidiary programs of JETRO. Tn' the first year,
various articles of export eligibility were -selected by natlve and
foreign d851gners from all over the country.

Through this'plan, articles of.approximately 1,000 units per vear
-were  selected, displayed and introduced by JETRO at the Japan Trade
Centers abroad, A display was first held in New York and San Francisco,
and=thgn”NeW York and- Hamburg, and later on circulated from Hamburg to
London,” In this plan, a great emphasis wag placed on the promotion of
general merchandises exports and JETRQ organized the participation in
the specialized international trade fairs to introduce Japanese good
design products and promote sales with attendants from exporters and
export associations to facilitate trade negotiations. The plan was
carried- oul by the joint efforts of those who were undertaking the
export and design promotion programs, such as local governments, design
" centers and export associations.

Trial production and investigations were carried out regarding
general merchandise at the Industrial Craft Laboratory, and pottery at
Nagoya Industrial Engineering Laboratory respectively.

Four design centers were established, they are the Japan Textile
Design Center (1955), the Japan Pottery Pesign Center (1956), the Japan
General Merchandise Design Center {1956} and the Japan Machinery Design
Center. - Design centers by products were organized to handle the
reglstratlon and recognition of design. and they held various design
seminars, design concours, as well as collection and dissemination of
infofmations under the asgistance of MITI. Moreover, the four design
centers were reinforcing their activities related to the G-mark or Japan
Design Exhibition under mutual cooperation as the leading members of the
Design Promotion Council,

In March 1960, the Japan Design House was estahlished in JETRO, as
a permanent exhibition hall of superior design commodities, This House
was expected to become an integrated information center with respect to
Japanese design, where the entire design husiness of JETRO was con-.
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centrated since 1965, Later,'the Japan Design'ﬂouse was diSSOlVed arid -
the Japan Industrial Design Promotion Organization (JIDPO}  was
established in. 1971, R : - sl S

_ MITL has been contrlbutlng to ‘execution of varloub des;gn poli01es
covering - "Manufacturing," "Dlstrlbutlon“ ‘and - "Conqumptlon, ' basged - on
proper recognition and understanding . that de51gn development qreatlyM'
contributes .not .only to sound development of Japanese industries and
lnternatlonal trade,: but also to the gualitative development of the con-
sumers'. life and also to theﬂ ¢reation  of a new .Japanege  industrial
culture. In 1975, MITI initiated a "Regional Industrial Design
Development & Promotion Project." MITI has positively promoted  “a know-
how and knowledge-intensive program in de51gn“ by deslgn promotlon actl—
vities for further development. of reglonal 1ndustrles.- :

Since 1977 is the 20th anniversary of the establjshment of'"The
Selection Systems of: Good Designed Commodltles,! various campaigns are.
carried out throughout Japan as a wmemorial pro;ect for -further enhan—
cement of national and 1ndustrlal design mentallty.

These design polic1es are partly'executed by MITI and mostly by
JIDPO. ' '

The present design promotibn'programs of the JIDPO are as follows:

(a) Selection of G- mark commodltles and organlzatlon Lof .- the Japan
Good Design Exhibition :

(b} Regional Industrial Désign Development & Promotion Prbject

(o) De51gn Enllghtenment PrOjects :

1} Exhibition Project at the Japan Industrlal Desxgn Hall _

2} Collection of forelgn—made superior  ‘design commodltles, and
collectlon of domestic & forelgn design information and data

3) Holding of the design seminar for. consumers - -

4) Publications of bulletins both in English and Japanese

5) Execution of "The Group Training Course in Industrial Design for
Developing Countries" '

(d) Other prOJECtb'

1) Development projects of Japan s superior design commodities
2) Holding of the design management seminar :
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3.  JAPAN'S GENERAL. TRADING COMPANIRS

3~1 Growth of GeneralkTrading Companies

. Japan opened. the door to international trade in 1859, after a long
period of:phe'closed economy which had lasted for more than 250 years
under_the=feudalfgovernments, and started to undertake the modernization
and industrialization of her economy in 1868 when the new government
Meiji was established. '

buring the period from 1859 to 1873, the international -trade had
been handled by foreign commercial houses located in Japan and their
shareain the Japan's total international trade in 1876 accounted for
95¢3%. This is mainly due to the lack of experience in international
trading practices on the part of Japanese trading companies established
sinqe_ 187 3. However, the share of foreign houses was surpassed by
Japanese companies in 1904 and afterwards.

The origin of'so—called'general'tradinq companies are classified in
géneral_into.three categories. One is from Zaibatsu groups (big finan-

cial combineg), -the second frem textile wholesalers and third from iron
and steel wholesalers.

- Among largest trading companies then established, two Zaibatsu com-
panies, Mitsui and Mitsubishi, were regarded as so-called general
trading companies and others were classified as specialized trading com-
panies at that time. Activities of general trading companies in those
days are as follows:

{a) Establishment of close relationship with domestic manufacturers by
. imperting machinery, raw materials and ete. and by locating buvers
of their products.

(b} Expansion of handling merchandise in line with the increasing
needs of industries and consumers or with the progress of
industrialization and Westernization (see Table V-3-1}.

(¢} Establishment of their own distribution channels in the domestic
market for imports and sales networks in overseas markets for
exports.

{(d) Conclusion of sole agency contracts.

(é) Dispatch of representatives overseas whenever necessary.

(£) Settinguup of representative offices whenever necessary.

{g) Development of supply sources, namely in the case of raw cotton
and soybeans, by advising overseas exporters or local farmers if
necessary to improve the methods of production, collection and

sorting of produces, transportation, packaging, etc.

{h) Dissemination of business information obtained through overseas
branch offices to domestic manufacturers.

o
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Table V-3-1 Main BExports and Imports of Japan'during
the Period from 1868 to 1945
period EXports Imports -
<1868 to 1893 _ R e
"Raw silk Textile products

Introduction of Tea . _ Crude oil
modernized industry Marine and agricul- Metal
tural products Machinery
. : sSugar:
<1894 to 1903 . IR
_ Raw silk o Crude .0il
Establishment of Cotton yarn & fabric Sugar -
modernized industry Coal - Cotton
Tea Rice .
~Iron & steel
Machinery
<1904 to 1918> B
Raw silk Cotton

Initial development

Cotton fabric

. Crude o1l

stage of industri- Silk fabric Wool
alization Coal -Sugar
B Soybean .
<1919 to 1929> T -
Raw silk Cotton
Establishment of Cotton, silk & rayon Wool
industrial . fabries sugar.
‘capitalism Cotton yarn Soybean
Coal | : Crude o0il
Knitted goods -Wheat
Chinaware -Lumber
<1930 to 1934> In additicn to above '
Machinery
Recovery from world- Iron & steel Cotton

wide recession

Electyic bulb

Crude oil

Toy Wool
.y ‘Rubber . products - Lumber
Bicycle. ‘Wheat
Canned food Soybean
Papeyr Coal -
Match Sugar
<1935 to 1945> :
Bloc econemy and ‘Raw silk Cotton
trade control Cotton & silk fabrics Crude o0il
Lumbeyx . Rice
Iron & steel - Coal
Paper Wool .
Iron ore
Soybean
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The share "of the two general trading companies (Mitsui - and
Mitgubishi) in the Japanese trade was about 3% in average during the
period from 1937 to 1943, For reference, the trading patterns of

"Mitsui" in terms of sales by type  of trade in 1936 and 1240 were shown
in percentaqe helow. : .

(%)

Export Impqrt Pomestic Of f-shore Total
1936 - 21 20 18 21 100
1940 16 22 33 29 100

‘ After World War II, Mitsui, Mitsubishi and other large business
_ concerns: were. dissolved into small units (1947) and the internationa:
trade was decontrolled in. 1951,

The Mitsubishi group was reorganized into one company in 1954 and
the Mitsui group in 1959, During the early 1950s, other large spe-
cialized trading companies had intensified diversification of trading
merchandlse ‘as well as overseas markets, taking advantage of the rapid
recovery_of the Japanese economy and the world trade, to grow to general
trading companies.

‘Ten - general tradinq'companies had played a vital role in the expan-
sion of Japan's international trade (Table V-3-2), They had increased
their share from 30.5% in 1951 to 46.6% in 1960 and 59.0% in 1973.
However, their share in the total Japan's international trade had been
decreasing since 1973 owing mainly to the uprise of specialized trading
companies and manufacturer-exporters and partly to the recent establish-

ment of their affiliates dealing in specialized items (see Table V-3-3}.

"~ Activities: of genexal trading companies in the postwar period had
been. nore  extensive and systematic than those in the prewar period in
the field of trade, 'investment and financing business. They handle a
wide variety of goods ranging from industrial plants to noodles as many
as 70,000 different items, although they are specializing in bulk trade,
They organize overseas investment, participate in development projects
in developing countries and extend financial services to parties
involved in the businesses and joint ventures.

Tﬁey organized groups of manufacturers and other related business
congerns such as banks, transportation companies, construction com-
panies, etc., to undertake development projects, joint ventures and
other trade creating activities.
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Tahle V-3-2 Export Structure of Japanese General Tradinq-Compahies

Chemnical o S o
Foodstuff Textile Cproducis - Metal Machinery  Others - Tota!
Mitsui . 1960 20.2 225 13.4 286 18.2 14.4 117.4-
11970 2 6LY 78.6 246.3 2552 497 722.9
Mitsubishi © 1960 (24,6 20.2 0.7 1201 29.9 "16.5 ©O11LY
1970 - 394 51.4 55.8 1978, 2595 432 6572
Marubeni 1960 3.1 46.6 2.5 154 18.5 10.2 1973
1970 13.3 75.9 26,1 - 1210, 497 . 36.) 522.2
C. ltoh 1960 5,0 56.5 1.0 8.3 5T 7.6 84.1
1970 14.5 1016 21.3 94.3 132.9 . 21.1 3857
Sumitomo 1960 0.7 0.6 3.2 16.1 N 2.6 o214
1970 6.0 1.6 345 150.8 115,2: 11.6 3256
Nisshe-Twai 1960° L4 11.% - 145 2.8 4.2 36.7
1970 8.6 40.6 - 110.7, .100.5 319 2923
Toyo Menka 1960 2.5 317 0.8 51 3.8 1.7 51.6
' 1970 25.4 606 - 118 ©o32.0 © 653 2.4 197.4
Nichimen 1960 1.6 40.6 L6 8.0 144 . 6.2 72.3
1970 10,1 38.7 18.6 39.9° 54.5 8.5 1704
Kanematsu-Gosho ~ 1960° 3.4 25.6. - .93 . 1LY . 121 616
1970 10.7 34.8 - 28.4 28,4 20.4 122.9
Ataka 1960 0.2 . 4.6 1.2 8.4- 3.0 . Y 22.1
1970 3.9 . 23.4 125 44,3 1960 - 82 S L8
GTCs totald 1950 . . 617 2608 24.4 . 129.8 MLs . B62.0 6804
(70.3) {59.6) (27.0) (589 - {30.3) (33.8) T (46.6)
1970 162.1 4975 2592 1,065.7 1,280.8 243.1 3,508.4
{69.5) {62.6) (58.3) C72.8) - (35.8) (36.9) T (50.4)
Japan's total® 1960 96.3 430.5 90.4 220.3 367.4 254.7 1,459.6
: 1970 2331 794.3 . 4442 1,370.0 3,218.9 658.6 6,954.4

Adl flgurcs in table, {"(Cl..pt those in p.-uantheses are in billion yen (Lc 1,000 mijllion yen)
Fiscal years, except as noted -

2 Export price indexes in 1970 are (1960 = 100): foodstuff 12%; textiles, 103; chemical produets, 77; metal, 103 machinery, 94; 2ll commodities, 106
The total of Missho and Fwai, which were separate companies in 1961 - .

€ The total of Kanemaisu and Gosho, which were separate companies in 1961
Flgures in pareniheses are GTCs® percentage share of the Japan tota] )
® Caiendar year

Source: 1. Yamazawa and H. Kohama, "Trading: Companies and- the Expansion
of Foreign Trade: Japan, Korea, and. Thailand:, in K. Ohkawa
and G. Ranis eds., Japan and thé'DevelOPing Countries, Oxford:
Basil Blackwell, 1985, pp. 432-433.

Table ¥-3-3 Export Structure by Trading Agent

(%)
1974 _ o 19_80
ExXport 'Import_- ExXport Import
Genéral trading cos. 57 - 58 40 47
Other trading cos. - 1G - 12 23 18
Manufacturers 33 30 37 : 35
Total ' 100 100 100 100

Source: JETRO
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3-2 Role and Functions of General Trading Companies
3-2-1 " Role asg Intermediary in Trade

General tradlng companles play various trade intermediary func-
'tlons, both for. 1mports and exports and for transactions in the domestic
market. Basic ‘trade service activities include handling the paperwork
for' customs clearance procedurea, .obtaining favorable trade finance and
cutting through red .tape to make trade easier for clients, in addition
to superv151ng such essential details as providing for the least expen-
sive means’ of transporting goods, arranging for insurance, providing for
5torage and ‘other similar activities.,

'-Bésideé-these trade services, general trading companies also play
: ah important role in providing information on overseas markets to their
Japanesevclients'and'to overseas clients as well. The large trading
company -maintains: more -than 100 offices in business centers around the
world. = Modern communication systems permit transmission of messages to
even the most  distant points of the globe in less than five minutes.
'Informatlon_collected by trading companies covers a wide range of fields
but ‘tends to be very practical in nature. For exanple, trading com-
panies ‘maintain close watch on weather conditions in the main agri-
cultural’ producing areas of the world and thereby anticipate future
price - trends - for internatiocnally traded agricultwral .commodities,
Trading companies may keep industrial plant manufacturers informed of
the progress of proposed industrial projects in developing nations,
while they also keep other clients advised on a wmyriad of other sub-
jects. - -Some specialized trading companies also perform this role in
their specialized areas. ~ Those dealing in textiles, for example, pro-
vide -information on international fashion ‘trends to their clients, and
importers of higher technology equipment regularly digest large amounts
of materials in foreign languages and disseminate this information to
thelr cllents.

,The larger general trading companies have ‘a history of overseas
activities which extends Dback slightly more than 100 years.
Consequently, the expertise they have amassed on dealing in foreign
markets is possessed by few other types of companies operating inter-
nationally, and would be difficult for individual manufacturers to
dupllcate. '

Another important element in the growing role of trading companies
in Japan's international trade has been their ability to handle large-
scale product flows.- They ‘have introduced efficient types of distribu-
tion equ1pment such as- automated warehouse equipment, and the bulky size
of the ‘orders: which - they place for raw materials generally results in
lower unit costs and greater efficiency in distribution. S0, in addi-
tion - to: orqanlzlng trade, trading companies have also justified their
existence by providing distribution services at a cost lower than manu-
facturers could prov1de themselvesu

Stlll another key role of trading companies has been the economies

realized from their extensive overseas networks. Companies in manufac-
turing and other industries, both in Japan and-overseas, have come to
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rely on trading companies for a flow of information on export and import
opportunities, Purthermore, these networks have come to: ‘be . used
increasingly for the promotion of. trade ‘among third ccuntrles and - not

just in connectlon w1th Japan 5] exports and 1mp0rtq.

Offshore tlad& refers to trade among thlrd countrles not anolvmng}
Japan, for example, when Japanese tradlng companies export the products-
of a petrochemical complex in an oil-producing - country -to -another
country for further processing or final sale.:- -

The value -of . this'type of trade - has. grown. rapidly in"redent'years;
one unusual example of offshore trade  is ‘provided; by the cadse of a U, +8a
chemical manufacturer and a producer located  in Talwan._ The U.S. cheml~
cal producer called on a major trading company to find a. market overseas
for their . benzene products. " The tradlng company located a buyer in
Taiwan. Other cases. of offshore trade transactions include the sale of
raw cotton from the U.S. . and waol from Australia and New Zealand to the
people's Republic of China. Both of these transactions were arranged by
general trading companies, utilizihg their customers in these nations.

As .trading companies become increasingly active in organizing
industrial plant exports to developing nations, these offshore trade
activities appear llkely to grow further. : :

3-2-2 Trade Development Activities

As a result of the gpowihg.interdependehce among intéfnationalneco—
nomies in recent years, trading companies have taken an active part.in
creating trade flows: by developlng ‘sources; of supply ‘and vlable ‘markets.
Utilizing their financial capablllty along with knowledge of ploducts'
and_market_ trading- compan1es have been active in developing new sour-
ces of supply and ‘organizing new industrial facilities to, process’ raw
materials. In this respect, Japanese trading companies haVe'gone con-—
siderably beyond the role of béing. simply trade intermediaries and have
become creators of trade flows.

One example of the trade development-function of major treding com-
panies is shown in Figure V~3-1, It illustrates the'contribution . of
general trading companies to the steel industry and to the development
of sources of- supply and - demand. as shown in - the figure, general
trading companies are involved- first .in  the development of Airon ore
resources. - This 1nvolvement typlcally beglns w1th equ1ty 1nvestments in
consultant engineering companies ‘which draw up :initial plan for mlnlng”
iron ore resources. .- Next, trading companies. make also equlty invest~
ments and provide know-how ‘for -the. setting up of transportatlon com-
panies which will. be engaged in ‘moving the oré from the mine to.port of
loadlng, and eventually to its. forelgn destlnatlon, At the same time,
the tradlng company - may also -invest: in ‘storage companles ~which will
construct portside storage facilities, .- When the iron ore mine: actually
goes into production and loads of iron.ore beg;n to: arrlve_for shipment,
the trading company arranges for ship charters, - The. large volume of
business which. trading companies do with major'shipping_comganies allows
. them to obtain more favorable rates than smalleér companies. After the
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Figure V-3-1 Trade Development: Trading Companiés and
the steel Indusiry

-

Japan o Country A

' Trading
Company
Investments

Steel Manufacturer Iron Ore Mine

Consultant s

Company
.| Transport Services

Warehousing | Services

|
|
i Company
I

> b T e
Company i
. i
L I
S I
Freight
Import Charter '
and Sale Insurance l
Trading !
e Company .|
import Services Export )
: and Sale ;
Country B l

- _ |
Coking Coal Country C

Source: JETRO, The Role of Trading Companies in International Commerce,
198 3. : )

ore has arrived in Japan, the trading company sells it to steel manufac-
turers; along with other raw materials which come into Japan from a wide
variety of other sources., In many cases the development of these other
raw materials resources has also inpvolved trading company participation.

. After the processing of raw materials into crude steel or finished
steel products, trading companies purchase a portion of the output and
sell it to export markets overseas. In many cases the trading company
may also play an intermediary role in the domestic.market, purchasing
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steel products from one of  the flve largest manufacturers of crude steel.
and selllng it to dOmeStlc processors. : :

Another example of trade development project underetaken by several-
major trading companies, related to resource, development, is foodstuff-
processing bases or '“food- comblnats“ (see Figure V—3~2).‘_Raw materials
such as’ corn oOr sdybeans . are’ transported from sxlos overseas,reither
owned or rtrented by the .general ‘trading company,-on vessels “owned or
chartered by the tradlng company,—to silos located in the food com-
binat. - Processing plants for productlon of animal feed: and corns tarch
are located within the food ¢ombinat: and raw’ materlals are transported
from storage silos to the:proce351ng lent by eonveyor. Cornstarch_ls
transported to glucose manufacturers, also located in the'cembinét;:ahd-
this product is then transported by pipe to a manufacturer of food addi-
tives. The final products of the feed,- corustarch, glucose and food
additives manufacturers are then loaded on trucks or railcars for ship-
ment to end users.

Trading companies are also closely involved 'in the developmsnt and
processing of many other raw materials, including LNG,  Jumber, . coal,
iron ore, and uranium.

3-2-3 PFinancial Function

While trading companles are not flnanc1al 1nst1tut10ns in the usual
sense, they perform a’very lmportant financ1al functlon for the henefit
of many industries. One example “is for the paper and wood . processing
industries who import raw materials such as logs, chips for pulp produc-
tion.and, more recently, lumber, These raw materials are supplied to
the industries on credit terms of 120-days or more. Trading companies
also assist in financing - development prOJPCtS of 'raw material resources
overseas, and in financing processing facilities both overseas and in
Japan. : : ’

Provision of trade credit by 1ntermed1ar1es is much more common in
Japan than in some other nations, although it is similar to ths prac-
tices 'in F.R. Germany.

In addition to trade credits, general trading companies extend
other types of financial assistance to affiliated companies, including
equity investment, direct5leans;and]provisiongof;guarantees for . loans
and other obligations of their client companies. - This. activity has
grown in importance in recent years, with the .ratio of interest and
dividend proceeds received to gross profit rising over time. -

3~2~4 Risk Absorbing Function

" Another 1mportant way in whlch tradlng companles Eac111tate trade -
is by 'playing wvarious risk absorblng functions related .to imports,
exports and offshore. trade. As previously: described, general- trading
companies are often in a better position to judge the creditworthiness
of their client companies than banks, and provide them with trade and
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Figure V- 3-2 Food Combinat
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Source: JETRO, The Role of Trading Companies in International Commerce,

198 3.

other credits.

" ‘General trading companies can also absorb risk through their sheer
size - and wide variety -of products they handle. The large generxal
‘trading companies- are said to handle as many as 20,000 different items
in their export and  import business as mentioned before. Except during
worldwide recessions similar te that of 1974-75, it is unlikely that
demand For all of these products will decline at once. General trading
companies can thus usually finance losses in one field with the profits
obtai‘ned' in other areas. '

In addition to the variety of products handled, trading companies
are able to reduce rigk because of the information which they gather
from around the world, and the variety of markets where they operate,
Information on trends in the market prices of internationally traded
goods “permits trading companies to supply raw materials at relatively
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stable prices to users ot on}y in. Japan, ‘but elsewhere as well, The
woxldW1de' networks of. trading . companles permit them to find market
opportun:tleq which 1nd1v1dual manufacturlnq companles would have dif-
ficulty in. locatlng, thus: redu01ng bu31nees llSkS for thelr c]menta-

iAnother 1mportant way in whloh tradlnq compan:es absorb rlsk is
risk hedging operatlone through  forward foreign exchange traneact;ons.
Trading cowmpanies normally have both buylng and selling contracts deno—'
minated in major 1nternat10nal ourxen01ee. : e :

Currency fluctuatlons can- therefore have a substantlal 1mpact oft
profits for many exporters.f General tradlng companles, however,  have
both export and import contracts denomlnated in dollars,  .While logses
in yven terms may be recorded on export contractb if ‘the dollar depre-
ciates in relation to the _yen, ‘a gain will be recorded for import
contracts. o o - -

3-2-5 Export PrOmotion Aotivitiee”of'General.Trading_Companiesi

The role played by the general tradlng companles in the expan51on
of Japan s exports has’ been very 51gn1f1cant throughoit both the. prewar
and postwar perlod as explalned above. The: ehare of “ten general trading:
companies?) in the  total exports has 1ncreased to ‘almost 60% in 1973,
expanding . their ‘lines of business. -and dlver51fy1ng export market
taking advantage of the continued growth of world demand as well as the
remarkable improvement in the product1v1tg and . competitiveness of
Japanese indusiries. ' : S

This' achievenment, however, must be the result of thelr efforts in
producing. various deVlCeS in’ " the’ method “of d01ng bu51ness eoonomlcally,
efficiently and safely.. As- stated above, they have ‘acted . as promotere
and also creators of trade flOWS with varlouq functlons neceseary “for
attaining the objectives. The factors enabled them to do so. are as
follows: ' Co

{a) They have extenelve and eLf1c1ent networks of 1nformatlon on bu51—
ness and related. subjects throughout the world . coming from their
overseas branch offices and sales outlets. e

(b) They are manned with staffs with experience and expertise.in the
" field -of inteérnational - trading practices +gs - well-as in- the
organization of industrial and business groups to undertake joint
ventures, domestic or overseas, and -development projects in the
developing countrles. oo S :

(c)_They_have enoUgh financial capacity’ and functions to deal with
pulk  business, making investment, part101pat10n in development

progectq in developlng countrles, etc.

S (d) They have developed potentlal exportable products._

1) They are Mltsublshl, Mltsul,.c. Itoh Marabenl, Sumltomo, lesho—Iwal
( formed by merger in 1968), Toyo Menka, Kanematsu~Gosho (merged in
1967), Nichimen, and Ataka (which was absorbed by C. Itoh in 1977).
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iy JE'[‘RO'S ROLE AND ITS ACTIVITIES
4 1 History of JETRO

. One of the most. | serious defectb in .the performance of Japan 5
internatlonal ‘trade in. the 1950s was the absolute lack of information.
:elevant to_the overseas. markets, Most exporters were obliged to do
business without the knowledge of international market situation except
for :buyers_. offers, In addition, Japan moved into a deficit in the
balance. of payments in 1953, and it became a matter of urgency to over-
come . the déficit as well as to deal with the problem of the shortage of
ﬂmmgncmxmwy. :

L To remedy this situation, the Japanese Government took the
follow1ng measures for the qulck gathering of accurate market and com-
nodity 1nf0rmat10n-

(a) Setting up of government offices abroad

{b} Holding of exhibition overseas and participation in international
- trade fairs :

{c) Sétting up of overseas market research organizations

The Mlﬂlstry of Internatlonal Trade and Industry (MITl) established
the Japan- Export- Trade Research Organization in. 1951, the International
Trade ‘Fair Council in 1952 and the Japan Trade Center Council in 1953
Three organization mergered in 1954 and reorganized in 1958 with the
present’hame of the Japan External Trade Organization (JETR(Q) under the
Japan External -Trade Organization Law -as a consolidated body spe-
cializing in Japan's export promotion activities, at initial stage, and
in the - promotion " of export, import and indusirial cooperation
afterwardsi), : '

The major business activities of JETRO during the early stage of
its - inception included: an overseas market survey investigation of
business standings of - ‘trading companies at domestic and abroad, collec-
tion of samples.from abroad, operation of trade libraries, a publication
business, its participation in international trade fairs and eto. A
_ market'éurvey was started around September -1951. Applicants for resi-

dent - surveyors were 's¢reened among the prewar trade correspondents

-assigned by MITI and  further screening took place through recommen-
dations of overseas branch offices. Those Japanese who had stayed
abroad through and after World War II and local experts were also exa-
mined. However, no surveyor was officially dispatched from Japan during
the time of the Japan Export Trade Research Organization.

"Loocking into its financial aspects, one notes it retained 2,325,000
yen as its basic funds for running the juridical foundation. Yet, it
was far too little for the organization to manage itself. RAccordingly,
its perennial headache was how to raise the necessary funds and secure a
strong financial footing. In an attempt to overcome.this hurdle, JETRO

1) The'Jééan Expoit Trade Research Organization is also referred to as
JETRO in the following paragraphs.
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positively- extended ltS services to local publlc bodlee ~and’ orqanlzed'
patron members :for the purpose of, earning extra income - ‘aside from its
regular sources. The year 1953 was the third, year since the . launching
of JETRO, in which the. Friend and Commerce Treaty between Japan and the
United States was established, the forelgn exchange allocation system
was effected and Japan's quasxnpartlolpatlon into the General ‘Agreements
on Tariffs and Trade {EATT) was: approved. : - : : :

With -such’ background,-Japan 8 enterprlses, especlally tradlnq com-
panies, came to have. a free hand in travelling: abroad, opening overseas
branch offlces'and sales agents, and in- dlrectlng ‘the . co]lectlon of
market 1nformatlon,ﬁeven though strict foreign’ exchange - controle were
still imposed on. them. Subsequently, .JETRO members were prone to place
a heavier dependence on JETRO, -putting forward  such’ requests as etaglng
of more intensive publlc ‘relations (PR) ‘activities” ln overseas markets,‘
organization and partlclpatlon of 1nternat10nal ‘trade falrs, and many
other trade development activities. - :

After the consolldatlon, ‘its - business activities expanded to four
main categories, namely, {a) overseas market research {b) ‘organization
and participation . in 1nternatlonal trade fairs, . (c¢) overseas PR act1v1—
ties and (d) mediatioen of 1nternat10na1 trades. :

JETRO's main activities, for ‘a decade from the mld 19505, in'over—
seas markets included an'ihcrease in the numbex’ of 1ts ‘market research
staff to be dispatched: ‘from Japan, .an expan31on of ‘overseas pranch offi-=
ces named "Japan Trade Center", .which were the bases ‘for. overall. busi-
ness’ act1v1t1es, and - establlehment of countermeasures for overall .

business activities, as well as the establlshment of - countermeasures for . .

import restriction moves ‘and etcs In addition, it also- extended its
activities to the communist nations wherein no Trade Center. was allowed
to be opened. it organlzed the tist Moscow International Trade Fair in

August-1960.

Looklng over 1fs acthltles “in the domestlc market it'opened the
Japan Design House in March 1960 for upgradlng guality and- de51gn1ng of
Japanese products {(see V-2-6). This dctivity, i.€., the Japan -Design
House, was transferred to the -one named - the Japan' Industrial Design
Promotion. Organization (JIDPO) in 1971+ @ It also. opened -a. Trade

Information Center to offer international trade information - to trading
companies, in recognition of .the significance of the survey, through

reference books, trade statlstlcs,-etc. collected from overseas branch
offices as well as from local survey,

During the decade from 1965 to the present in which trade cir-
cums tances surroundlng Japan showed remarkable changes, demands for -more
diversified programs were placed before JETRO. -~ The world has. now
entered a limited resources. age; : each’ developed natlon is requested to
place even cmore- emphasis- on aids _to developing natlons, as well as.
orderly - exports,’ horizontal trades, international _cooperations - for.
getting rid of stagflation and etc. In an effort to cope with these
circumstances, JETRO. is being transforming ltself both in name and in
reality from a mere export promotion 1nst1tute 1nto an’ overall forelgn
trade promotion organlzatlon. : - :



In. June 1966, JETRO created within ite organization the Import
Promotion DlVlSlon to encourage imports from developing nations. In
1970, it assumed responsibility for operating the Japan Pavilion at the
Japan ' Woxld . Exposition 1970 (EXPO'70), -It  alse launched the
Internatlonal Economic and 9rade Information Center for integrated

collection and analysis of international trade AnformatLon and offered
this data to_trad;ng cowpanies.

As noted, JETRO stands alone in the world in respect to its unique
functlon. It has contlnually made every effort to further develop

' 1nternaL10nd1_ trade, functioning as a locomotive engine for Japan's
entirve industry, '

4-2 Current Export Promotion Activities of JETRO

- At present, JEPRO is engaged in nine types of export promotion
activities. The first and most important of these remains research.
The domestic and -overseas staffs study the actual conditions of overseas
cexport markets and relay their findings back to the private sector.
This reséarch covers everythlng relating to exportg ~ from the demand
for spe01f1c commodities to the means for successful local sales. For a
general overview of the market, JETRO researches the economic trends of
the target country or region.

_ JETRO . collects information . relating to import systems, price
trends, . import channels, trading ports, custows clearance procedures,
and transportation channels after customs. On a more specific level,
JETRO investigates the credit ratings of importers and wholesalers,
retail prices for individual commodities, margins for each step of - the
distribution system up until the retail sales level, .and local trade
practices. JETRO. also examines demand trends for individual com-
modities. = For this latter type of work, it studies the import share of
Japanese products, the state of production, manufacturers and sales com-
panies, the current diffusion of specific products, the state of
purchasing by income bracket, and demand forecasts.

This information is disseminated through the second activity, trade
informatién-services, Traders and other businessmen make wide use of
the information at the trade information centers.. The centers house
collections of business directories of countries around the world,
"yellow page" type_teiephone directories, trade statistics, catalogs of
foreign products, tables of customs tariffs, and other information. All
of this is available for reviewing by the general public.

As the thlrd act1v1ty, JETRO hosts overseas fairs on its own and
part1c1pates in numercous international fairs to assist the Japanese

firms develop overseas markets.

Fourth, JETRO tries to publicize the superiority'of Japanese pro-
ducts and industry through publicaticns and pamphlets.

Fifth, JETRO offers trade consultation services and helps establish
business contacts. This latter service is particularly useful for the
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gsmaller businessmen and buSinessmen in the'local-areasa"

Sixth, on a more practlcal level, JFTRO helpe lmprove the de51qns
of export commodities, Design information is collected overseas for use
in modifylng Japane%e produdts to forejgn taqte :

Seventh, JETRO watches the developed natlons for signs of oncomlng
import restrictions and strives to develop flexible  responses to keep
such Lestrxctlons from materlallzlng and affeetan trdde. :

hlghth, JETRO's overseas offices offer 1nformat10n and other cons
veniences for Japaneoe bus1nessmen travellng oveseas. for market surveys
and business negotlatlons.

Finally, _ninth, 'JETRO actively ' disseminates information  through
publications. JETRO publishes a daily trade bulletln, for example, which
carries national economic reports and commodity and. industry 1nformat10n
compiled by its overseas offices. "It also put out white papers on over-
seas markets and other material for the Japanese 1nduatr1al WOrld, :

This basically sumé up what JLTRO' is doing to promote’ _éﬁports}
However, export promotion no lonhger' accounts for a- large ‘sharée ‘of
JETRO's  activities. = Tt will be noted that. ‘Japan's ' export promotlon
policies and activities may not necessarlly apply to. other countrles.
Japan was successful, it is true, but one should not forget the tlme
frame in which the promotiohal_'act1v1f1es were - performed. = ‘The con-
centrated, systematic e&port promotlon campalgns taken by Japan coin-
cided with the so-called "golden 31xt1es" of world trade.

In this way, Japan was guite foktdnate‘.'ln any case, it is impor-
tant to note that no matter what the type of export. promoLlon pollcy,
"that policy must reflect’ real world’ condltlons,' in - other words the
strengths of one's own industries and the state of the international
eCONoOny » ’ o : : ‘

4-3 Organléatlon of JETRO

In 1958 when the Japan. External Trade Organlzatlon (JETRO) started
it had 8: domestlc offices 1nc1ud1ng its head” office w1th 239 employees
and 37 overseas offices with 53 Japanese employees.: ‘It had to operate
these offices on’ an budget of $2.5 mllllon ‘in govexnment, SubSLdleS-
with the expansion of Japanese lnternatlonal trade, the role of -JETRO
became more important, and in. 1983 it .grew an organlzatlon with 31
domestic offices including Tokyo Head Office and 78 overseas offices.
These offices are staffed by - approx1mafe1y 600 people “inside’. Japan and
600 abroad including 200 local people, The budget has also grown to
$115 million (Flgure V-4-1 shows the organization structure of JETRO
Head Office}. :
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Figure V-4-1 Organization Chart of Japan External Trade
Organization (JETRO) - Head Office
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