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FREFACE

The projecting of future economic conditions as well as programs
providing bases for the policies of the government have, though with
varying degrees, been generally accepted as a necessity among all the
modern countries of the world today.

As we know, almost every country has its own economic plan to
develop its economic activities in the future., We may find out easiliy
that these economic plans (or projects) have a certain amount of general
significance and to some extent common methodology. But, at the same
time, if we study and observe them carefully, we will also see the fact
that each economic plan has its own specific character and methodology
according to the special stage of economic growth of the country,

I think it is a very important fact that there are two aspects -
one is general and the other is specific -~ in every economic plan, and
it is not only a theoretical problem but also a political problem to
récognize and to discriminate between t.he'sc two aspects,

Many interesting studies concerning the economic and political
development of so-called underdeveloped countries have been made by
the Center for International Studies, M.I,T. It is very regrettable,

however, that few works or projects concerned with economic development

in Japan have been done there., As is well<known, there have been some
economic plans (or projects) in Japan so far, aml they would provide a
lot of stirulating facts for everyone concerned with the problems of
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economic development, The experience of economic planni.ng‘ in Japan
rovides a typical example of the individuality of an economic plan in
a 'middle-advanced® country, presenting a unique structure and pattern
of economic development and with a complex of economic and non-economic
factors,

In this study, I will consider the problems of economic planning

in a ‘middle-advanced® country, discussing the latest economic plan, in
thehaking of which I myself pafticipated, although these views which are
mentionsd here are not official but quite personal.



"ON THE NEW LONG-RANGE ECONOHC PLAN OF JAPAN"
-a8 a test of economic planning in a so-called
'middle-advanced' country.

PART I. FRAMEWORK

I  Genaral Background of the Economic Flan of Japan

The Japanese government announced "The New long-Range Economic
Flan® on December 17, 1957, together with a statement in which it
promibe‘d to make sincere efforts toward the fulfillment of the Plan.i

Thé,eharacur of the Plan is something like a guidepcun’..2 The
Flan pictured a desirable economic level and pattern which is to be
attained as of 1962, five years after 1957: e.go the gross national
product in 1962 will be LO per cent more than that of 1956, the
consumption expenditure per capita should increase 38 per cent compared
to 1996, total exports should increase by 82 per cont from the actual
figures registered in 1956, and so forth, |

The rate of economic growth is computed as 6.5 per cent per
annum from the computed-base=value for 1956, (This is noi;, the actual
ec_pnomic level in 1956, but a level computed by constructing a theoretical
trend line for the past six years which eliminates busima_s;»cycle
fluctuations as much as possible; I will refer to thie later.) This
economic growth rate is approximteiy twice the rate of most Western
. countries, Even the pre-war rate of economic growth in Japan, which
was high relative to international standards, was about L - L,5 per
cent annually on the average, Although the rate of economic growth

from 19iiS to 1956 was 5 percent per annum, and as high as 9 per cent



per annum during 1951<1956, this was due to the fact that this was
a period of recovery from the ravages of World War II,

The goals shown in the Flan, therefore, can be reached only by
the combined efforts of the govermment, business and the people_.3

Judging from the present state of the Japnnng economy, the
factors limiting economic growth are, (1) the balance of international
peyments and (2) the rate of capital accumulation,

From this point of view, at first, the plan set the export target
as an increase in exports of 10 per cent per annum from 1956 to 1962,
or say 47 billion dollars in 1962, This means that the rate of increase
in exports has to bs more than twice that of the future rate of the
World'e export growth forecast by CEEC. Frow this point of view,
efforts to increase exports as well as to increase a}griculturdl and
other domestic production are urgently requested in the Plan.

At the same time, the total investment required to maintain the
pianned rate of economic growth and particularly to reinforce trans-
portation facilities and energy power sources will reach a very large
amount, say 29 per cent of GNP in 1962, In addition to this, if we
take into account a balance of payments surplus as a buffer for emesrgency,
.thia rate of capital formation will be 30 per cent of GNP, This rate
is relatively high compared with that of foréign countries which is
approximately 20 per cent. Even in post-war Japan, the only two years
in whic’n the rate eieeedod 30 per cent were in 1951, during the Korean
War boom, and in 1956 when an investment boom swept the country.



During the rest of the post-war period, the rate was around 25 to 28

per cent. As the stage of economic growth progresses from rehabilitation
to development, total investment becomes proportionally larger, that is,
the capital/output ratio rises, It will bs such a difficult problem to
boost the nation's overall rate of capital accumulation to this level
that government, business as well as families are all requested to
increase capital accummlation,

Parallel with these two limiting factors for economic growth, there
is another serious problem which requires the enlargement of the economic
scale as much as possible, This is the pressure of population and more
particularly of the so-called working age population, The total population
of Japan is predicted to increase by 0.8 percent per annum during the
‘next five years, This rate is considerably amller than that not only
of past years but also of the international sta.ndard.. The serious fact
is, however, that the rate of increase of the working age population,
which includes men and women from the age of 15 to 59 seeking new
opportunities for employment will be the very hi.gh rate of 1.9 per cent
annually for the coming five years, The minimum raﬁe of economic gmth
mst be roughly 6 per cent per annum at least to absordb this new labor
force under the same conditions as those of today., Moreover, there
st1ll remains a considerable amount of disguised uremployment, now engaged
in agriculture and small-and-medium sized enterprises, under virtually
Pre=industrial conditions, Such being the case, employment policy has
been given first priority in the Flan, although it is estimated that |
this rate of working age population increase will decline after 1965



and that the demand for skilled workers will apptrantly exceed the supply
in the msar future, In this context, the Plan aims at a high rate of
growth and, at the same time, proposes to improve conditions by non-
economic policies such as the minimum wage scale and the social security
system including unsmployment mgranco.g

The three problems mentioned above, namely (1) balance of inter-
national payments, (2) accumlation of capital and (3) improvement of the
employment situation, are the fundamental points of the Flan, which, as
we show later, distinguish the plans of 'middle-advanced' countries from
those of both advanced and underdeveloped countries. This is one of
the reasons why I regard the plan as a measuring rod againust which can
be tested the significance of economic plans in 'middle-advanced'
countries, though the word "middle-advanced' sounds a little unscientific,

2. What does '10!3»:&:1&0' msan?

The Flan is just a 'long-range! plan., It 1s not a long-run forecast
nor a short-range plan, covering the next five years.

'Long-range' has two meanings. On the one hand, the five years
involved in the Flan, 1958-1962 is regarded as part of a longer period,
which covers 10-20 years in the future, More specifically, the targets
set in the Plan are guideposts for 1962, but the path continues into
the more distant future, This is particularly true in the fields of
employment, power, transportation, agriculture, forestry and other
important natural resources, The long-range projection will provide
not only an outlook for economic developwent, but also some ideas con-
cerning political and economic co-operation with foreign countries,



On the other hand, a 'long-range’ plan must be strictly distinguished
from a short-term plan, In the First place, tho tools for making these
two plans are quite different from each other., For instance, the capital-
output ratio used recently as a tool for making long-range plans can never
be used in making short-term plans or forecasts, while such parameters as
the seasonal fluctuation index are not as important in ‘long-range' plans
as in short-range ones, In ths second place, the meaning of ‘stabilization'
used in long-range plans sometimes conflicts with that used in short-term
ones, For example , we often have to set aside the problem of awployment
in short-term projects to keep 'stabilization',

Thus, the targets shown in the Plan are guideposts for 1962, and
practical annual projects have to be set up along the lines of the Plan,

3. Terms of Stabilization

The Flan has set up a fundamental condition under which the targets
mentioned are to bs attained, It is a stabilized equilibrium lmsjbalning
the 6.5 per cent rate of economic growth during the planned years,

A rapid economic growth rate itself does not always indicate the
sourdness of a nation's economy, The experience of Japan in 1956
11lustrates the fact that °*too rapid growth! even without prices rising
may destroy the international balance of payments and result in a serious
recession, Orowth without stabiligzation, although the two may not coincide
does not mean 'dwelopmnt'.6

The stabilized equilibrium of the Plan has three aspects:
(1) Terms of Bquilibrium
These are, firstly, equilibrium between esaving and investment to

stabilize the money valuse; secondly, balance of payments equilibrium,
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which is a limiting factor for economic growth; thirdly, equilibrium
among the industrial sectors yweventing the appearance of bottle-necks;
and finally, equilibrium between the supply and demandfor labor, These
equilibria have to be maintained to minimize the influence of the
business cycle .
(2) Terms of Economic Structure

The equilibrium mentioned above has to be attained along the
elimination of a certain lack of balance in the industrial sectors.
This lack of balance is evident at present in the fields of employment,
production, consumption etc, A typical example is a curious co-existence
of small-and-medium-scale (pre-industrial) and large (modern) enterprises
in many fields of production, In this context, modeinization of enterprise,
improvement of productivity, full utiliwation of natural resources, are
regarded as means for resolving these di.ff:lcuitiea, |
(3) Social Terms

There are many non=economic factors which are related to economic
growth in the Japanese economy, Without considering these non=economic
factors, it would be impossible to draw up an economic phn:or‘ Japan,
From a theoretical point of visw, a certain amount of freedom’ is
permissible in the industrial sector to achieve rapid economic growth,
but if this °freedom' goes too far, the resulting social tensions and
disequilibria may themselves interrupt this growth. _

The problem is very complicated. But, without considering these
factors, ‘there would be no modern ecomomic plan, especially in ‘middle-
advanced® and underdeveloped countriea..



Onto this stabilized equilibrium must be built such economic policies
as: the provision of more employment opportunities, the improvement of
living standards, the expansion of exports, the accummlation of capital,
the reinforcement of industry, the utilization of dzamstie natural
resourcen and the improvement of international co-operationm,

II. Metliodology of Flanning
1, The Failure of the Last Plan

The .ethodology of planning in the case of the last economic i:lan,
"The Five .ear Plan for Economic Self=Support" (1956) was presented as
followss o
(1) The GNP was estimated from the formmla GNP = m(y//-«(), vhere m
stands for ouiput per man in the base year, Y the ratio of the labor
force to the rioulation of working age, (N), and U the total number
of unemployed, | ' A
(2) The import total was estimated from the formula I= e GNP ; where
1 stapds for impo:ts, gg}_ for the ratio of imports to GNP,
(3) The Composition of National Expenditure was estimated from the
formula %sﬂ(gg.r%, wlisrcz stands for gross capital formation, 1@_ fqr
the gross capital xccZficient, and ‘ﬁ’ for the gross national product.
Y 1s ther brokeuy down into four components according to their relative
proportiocas (plant and equipment, increase in inventories, private
resider.ial housinrg and government investment),

"he remainde: should be equal to personal consumption. This
perronal consumptlon is checked imdependently by postulating a probable

rg.e of change in the propensity to consume, defined as the ratio



between personal consumption and national income distributed.
(L) These social accounts figures could be consistent with
mititucirans combinations of industrial structures and inﬁividual
investment plans, Targets concerning these sectors are projected
by the msthod of “rial-and-error'! between these sectors and the
social accounts figures,

The methodology of the plan mentioned above was based to such
an extent on Dr, Gerhard Coln's Model,’ that it was called after the
Colm - Model, This model was originally an forientation' rather than
an 'mperative’ om,,éga:?c rather than dynamic, and it stressed the
expenditure rather than the productioneside, The method of Colm
model seemed to be effective in advanced countries such as America
where the economic paramsters used in fhe model ara relatively stable,
It would be effective even for non-advanced countries in making their
patterns of developmsnt clear, Nevertheless, in the case of Japan,
it was not sufficient to apply this methodology without considering
special features of the Japanese economy which I shall call charac=-
teristics of a '‘middle-advanced! country, such as the great degree
of disguised unsmployment, and the duality of economic structures,
much of which is related to so-called non-economic factors. In Japan,
the parameteré used in the model were so unstable and so ssariable
that the divergence bestween the project and actual results were found,
by empirical testing, to be large, A further point is that the
statistical system necessary for such a theoretical framework is rela-
tively weak in these eount.riea.8 |



2, Model-bullding by Measuring an Optimum Growth Rate
In view of the foregoing, a new method vhich has been considered

to conform with the present stage and pattern of economic growth in
Japan, has been used this time., The methodology may be named "model~,
building by measuring an optimum growth rate".9

This methodology started from the rough determination of an attainable
economic growth under a stabllised equilibrium, and continued with the
setting up of an economic structure correspording to that growth, After
getting the economic scale as a whole, this stmctui'e was broken down
in detail by a trial-and-error method for testing each magnitude,

For setting out a roughly-estimated economic growth, two stages
were considered,
(1) At first, three different types of economic growth were assumed.
Then thes Plan determined economic structures corresponding t,o these
three growth rates by using empirical parameters, Thsn, these three
types of economic growth and atruc_ture were tested by an extensive exami-
nation as to whether or not the equilibrium conditions would be fulfilied,
(Ths equilibrium conditions are valances between total investment and
total savings, in the international payments accounts, amd between the
supply and demand for labor,) Finally, judging from the scale and
composition of GNP and/or ONE, each case vas examined as to whether or
not a "bottle-neck’ would be produced «om a macro-economic point of
ﬁnﬁ such as the iron-and-steel industry, the fuel and power industry,
transportation facilitises and agricultural production,
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The threq ‘giwovt.h rates assumed are: (1) a relatively low rate
which is near the average pre-war rate of growth, (2) a high rate
which corresponds approximately to the rapid development in recent
years and (3) an intermediate rate ranking between the two,

Now, after testing each growth rate by the above-mentioned criteria,
it was concluded that, from the viewpolnt of balance between investment
and savings calculated by using the marginal capital co-efficient and/or
the capital-output ratio (though these two have different conceptions,
their usefulness in this case is similar), there would be some savings
surplus in case (1) and some investmént surplus in cases (2) and (3).

A savings (surplus) means deflation, whereas an investment (surplus)
means 'i.nflagion_; both are unfavorable factors to stable and continuous
growth, ‘

From the viewpoint of balance in the international payments accounts,
it was found to be impossible in case (3), because the demand for imported
goods would show a sudden and drastic increase resulting in a large
deficit, This deficit would be larger tis higher the growth rate.

The relation betiween changes in the propensity to import and the rate
of export growth will detexrmine the extent of imbalance in the inter-
national payment: accounts, In any case, so far as the foreign trade
position is conb’erx%%,‘l%ha%g‘gg rate of economic growth, the
better the balance, ‘

From tha'vigwpoint of employmsnt, on the contrary, the highsr the
rate of growth the better, The employmant problem will get more serious
in the future than at present in case (1) showing imki:*snmce between
demand and supply of la.bo:'", whereas the employment problem will be
greatly improved, even though not completely solved, in case (2).



Lastly, a "bottle-neck® i.ti the industrial sectors would not appear
eeepl im case (2),

Thus, at the first stage in selecting the optimm rate of growth,
it has become evident that, from the viewpoint of employment, it is
more desirable to set a rate close to or higher than (2), while from
the point of view of exports and investment the rate should be placed
near (1),
(2) In the second stage, the variability of the lsading parameters
is examined and the probable effects of various political measures to
be taken for the attainment of thes Flan are anticipated, This study
offers many probable cases,

It was very difficult to choose one 'probability’, because these
difficulties are inconsistent with each other, on the one hand, and
on the other hand, the selection is a m;tter of govermment policy.
Thus, it was determined that the rate of 6.5 per cent is the optimm
rate of growth which can maintain the required conditions for equilibrium,
presuming the high effect of sustaining policiles, ‘

Now let us examine four phases of the Flan, There are four pointsg
(1) Production, which represents economic growth, by industrial sectors,
(2) The components of gross national expenditure, particularly investment
allocation, (3) Balance of intermational payments, the analysis of the
I/p ratio (propensity to importe; I stands for imports and P for prodnction),
and the examination of the attainability of the export target in relation
to the rate of growth of international trade, and (4) velance of labor

forces, which includes gome non-economic factor; This examination should
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be done not only by historical testing but also by comparison with

advanced onass under<developed countries as much as possible.

3. Production
The determination of the production level and its rate of growth

_ 18 considered in three sectors; namely, primary, secondary and tertiary

industries. There was soms opposition to dividing GNP into these three
sectors, For ekample', Prof, Woytinsky recommsnded the dividion of GNP
into two groups, modernized- and non-moderniged- sectors. X0 Such
suggestions for dividing GNP into certain categorie; other than those
of Colin Clark seem very reasonable in the light of special characteristics
of the Japanese economy, However, from a statistical point of view,
which is a conclusive factor in building an economic model, the most
convenient division so far is Clark's,

Tha‘vfii'a"t. step in the derivation of GNP is to get a trend curve
for}.?e %%1%"%“0&&;' industries,

In this case, the production of the problem is the number of terms
to be conaldérédu, the larger the \b"ettor. The Plan tested some terms,
omitting the time of rehabilitation immediately after the war and, in
the case of the primary industries, adjusting the influence of seasonal
fluctuations. ' |

Once the stabilized trend curves of production by industries are
determined they are adjusted to ths ‘normal condition® of the base year,
19569' This ‘normal condition® is the co-ordinate point for a certain year
on the stable upward trend curve, This curve shows the normal trend of
economic activities, and the cémputpd base walue represents, so to speak,
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the mfmalecozbn_ic level in 1956, When we say base year or base value -
for 1956, it means the year which is on this curv‘e,v and, needless to say,
this very year is not an empirical tut a theoretical year, The reason for
setting the computed base value thus, is to prevent the influences of shorte
term business cycles or fluctuations from reflecting themselves in future
figures which may happen if actual figures in a particular year are used
as ﬁe.@am. In other words, the normal condition' is free from economic
fluctuations, This conception of 'normal condition® is a remarkable
character of the Flan and seems to be well applied to the plan for the
couﬂtfy, the economic development of which is influenced by business
‘cycles and fluctuations, A

In the Plan, GNP in 1962 is planned to increass by 6.5 per cent
per anmum starting from the base value or ‘normal condition' in 1956,
The actual figure for GNP in 1956 stands approximately % ﬁor cent higher
‘than the computed base value ('normal condition') so that the rate of
growth for 1956-62 would be calculated as 5.85 per cent per anmum,

Production income of the primary industries wili increass at. an
| snmual rate of 3,0 per cent over the base value, The Production index
~ of agriculture also shows a 3 per cent increase per annum, assuming no
decrease in the rate of n/g (where n stands for net and g for gross
production). |

It is true that agricultural production is limited on the one hand,
by the law of diminishing returns which is counteracted to soms extent
by technological progress,and that is influenced on the other hand, by an
unpredictable ‘seasonal’ factor, But any error would not influence the
Japanese oconomy‘aa a whole as mach as it would that o:.undeidc’veloped
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e
countriea, uhoro the production ot pri.mry 1nduat.r1es has a powerful
1nfluonce on tot.a.l economic activity. ,

'l'ha production curve of the seooodary lndustries is presumed to |
1ncrem by 6:),5 per cent from 1956 to 1962, say 6.2 per cent per anmum
as an opti.m growth rato. The secondary sectors (mining and manufacturing
industries, oonatruotion, transportation and communication, and publie
utilities) will perform the major rols among the three sectors,

It must be noted also that changes in economic structure (in tle
secondary sectors) must be accompanied by intensive heavy-chemical-
induot.rialiution and the transfer of activity to the export-goods-
industries,

Of course, the extent and speed of this heavy-chemical-industriali-
zation and the transfer of activity to the export-industries must be
decided by certain criteria such as capital ooefficiohta-, the propensity
to energy consumption, the pzopenai._ty to import raw materials, and the
balance of enterprises by size etc. |

The flan proposes at first to develop the export-goods-industries,
which consist of two different types of industries, on the one hand, such
industries as the textile industry which holds a greater part of the
export. trade. and handicraft goods (miscellaneous goods) both being labor-
intensive industriss, and on the other hand the hesvy industries amd
chemical industries (especially machinery industry), which are vegarded
as the most promising in the future, having adaptability to future markets,
labor abaorbobility and a low propensity; to energy consumption, Parallel -
vith these industries the Flan lays emphasis on developing the iron and
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steel industries which produce not only basic materials but also
| Thus, the output of heavy-chemical-industries will increasé 82
per cent during the planning term, while that of light industries will
increass only 36 per cent in the same term, Consequently, in terms of
the added "va.lua. comparison betwsen heavy-chemical-industries and light-
industries, the 59/k1 ratio of 1956 will change to 66/3L,
The total démand of emergy to sustain this industrial activity

will amount to 160 million tons (in terms of 7,000 Cal, coal) by 1962,
whit:h means 56 per cent higher level than the level of 1956 {rate of
7.7 per cent per anmm); while GNP will increase, as mentioned before,
by ;ltl per cent (say 5.85 per oeat per annum), The overall propsnsity
to énergy consumption will increase as a result of heavy and chemical
industrialisation, In spite of efforts in mobilizing domestic energy
sources, including some extent of power generation by atomic power, and
in spite of technical progress in energy efﬁeiency, the rate of /E’
will still go up from 23 per cent in 1956 to 33 per cent in 1962
~ (where E; stands for demand for imported _einrgy - say coal and oil,
and E stands for total energy demand). |

‘ Once the target figures of the primary and secondary industries
~ (including transportation, communication and public utilities) are
given, the figures for tertiary industries (commerce, services and |
others) can be obtained by the formulas

#‘5 = at b (?, + f&)
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where y.,' ;a, z,sf.and for the output of the primary, secondary and
tertiary industries raspéctively, and & and b are obtained from
empirical tests, As a result, the terﬁary industries are expected
to increase at an annual rate of 7.2 per cent.,

In this context, the change in the industrial composition ratio
between the basic year, 1956 and the final year 1962 can be described
as follows:s in regard to the primary industries, it will decline from
19,1 per cent to 15,7, while the ratios in regard to the secondary and
tertiary industries will increase respectively from 11,8 per cent to
13.6 per cent and from 39.0 rer cent to LhO.7 per cent,

These changes mean that the major force for economic growth in
the future will be secondary industries and that, following the gmth»
of the overall economy, the tertiary industries will also be davolopod.

These changes show the successive stages of eeonomic growth; for
mference, the figurel of several countries are calcuhted as follows:

Component of National Product by Industry ) .
Primary Ind, Secondary Ind. Tertiary Ind,

High in Primary: Pakisten 60 7 33
" Secondary: Italy 28 A 1
t France 29 ] 25
¢t West Cermany 1 56 33
" Tertiary : Holland , ) TR b2 S
s UK, . 5 h? ba
s US, 6 38 56
Japan 1923-1927 28 , 30 L2
1938-19L2 21 38 n
1951-1955 23 ki | 46

1956 o

1962 (Plen)

Adding the production of the various industries, the total gross.
_natlonal production will reach 1301:2 billion yen ¢ ~ U.s. dollars)
4n 1962, that is to sey a rate of 6.5 per cent per annum,
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This rate of economic growth (6,5 per cent) is relatively high
comparec with the forecasted rate of growth in other countries, with
the o:;cnpti.on of certain socialhtlc countries,
L. Comonents of Gross National Expenditure
The next problem is the componsnts of gross mt}ona:!. expend iture
correspon'ing to the grand national production mentioned above,
At fiist, the level of GNE (gross national expenditure) was
computsed by 3stimating the investment recessary for the projected
~ economic grovth, and by estimating the future savings considersd possible,
This was nerely a tentative approach to get thes figures for GNE,
Once, the rate >f growth, say 6.5 per cent per anmum, is decided, GME
is teken to be cqual to the level of GNP in 1962, This GNE is compossd
of gross consumpiion expenditure (personal consumption expenditure and
govermment outlay),, gross capital formation (investment in industrial
equipment, admi_niai rative investment, imventory i.m:x'ea‘sa~ or decx;em and
pcison;l housing cristruction) and the overseas sur.plusi on current account,
Each item cf ({E is adjusted finally by the method of *trial and
error?, but befcreivnd, they are all examined tentatively by the following
procedures, |
The figures for capital formetion, which means investment allocation
in this case, war given first consideration, Gross.capital formation ia
estimated on the basic of the formulas | |
- Ve =/€(;t*0-7£)
where V stands fo. gross capital formation, 4 for the capital coefficient
(not exactly same o capital productivity, in this case it means the
capital/output r:tio) and % for gross mational product. In this case,



18

the decision of parameter Z1is crucial. It is necessary to get
empirical figures concerning this capital-output ratio in the thre:
(primary,secondary, tertiary) industries by four groupss private equipﬁant -
investment, inventory increase, private house construction and admi-
nistrative imvestment, |

By examining the actual data for 1951-1955, it became clear that
the capital-output ratio fluctuated from year to yéar, making it difficult
to get a ataﬁle parameter from it, '

Needlaqa to say, from the theoretical point of view, it is necessary
to examine one edmpieta business cycle at lsast to gei even tentative
magnitude, In case of Japan, moreover, it is alad difficult to obtain
any business ti'end (whether cycle or not), because each decade has
quite a different character from that ons before, For instance the
first ten years after the end of World War II would be of speclal
magnitude because of rehabilitation activity, and the same is true for
prewar periods and during the war when the econoniic structure was

- changing., Forthermore, the statistics have not always been reliable,
Of course, our main intentlon is not to use a rigid conception of the
capitalcoutput'a;atio, but to judge roughly the possibility of equili-
briun between the investment required for the planned Seonthiin the

savings estimated by trend analysis, _

The capital=-output ratios for the perioed of 1952-1955 are on the
average: primary industries 2.6, secondary industries 3.2, tertiary
industries 1,6, ths three industries as a whole 2.L, and the admi-
nistrative sector 0,6, and finally the total economy 3.0 (each'is
calculated by I/o , where % stands for gross capital formation
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1m1nd1.ng investiment for inventories, and 0 for the ret increass
in gross mti.onal income for the same yuax'.)l2 _

Although care must bs taken in the use of these figures, it can
roughly be sald that; (1) ths average capital-output ratio ie’
approximetely 3 1in recent Japan, (2) the highest ratio is that for
_ the sscondary industries, next is that for the primary industries and
| the lowest is that for the tertiary sector. (3) the average rate of |

economic growth over this period was 8-9 per cent, so from Domar formula,
| the saving ratio can be computed as 2L-27 per cent. (L) If we take

& longer period, although some dirﬁcultieé remain, we car ;swiigia

that the capital-output ratio will have a tendency to increase slightly,

There are two reasons why the capital-output ratio will rise |
slightly in the near future in Japan.BOna concerns the pattern of
economic growth, namaly a change in industrial structum. Thn
secondary industries which will be especially encouraged to expand
will expand relatively to the other sectors, This will raise the |
capital output ratio, because the capital-output ratio of secondary
industries is the highest, However, since it is estimated in the Plar
that the tertiary industries will have a higher rate of growth than the
primary industries, we can counter<balance the influences on the capital
A%ﬁ%ﬂ" from the point of visw of structural changes.

The second reason why the ratio has a tendency to go up is the
fact that capital demand for modernization will increase more and more,
ibavyﬂchemical industrialization, without considering technical progress,
has a tendency to raise the capital-output ratio, Generally apéalging,
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in this case, the extent of change in the ratio will deperd upon the
‘speed of economic growth, technical yrogress, and operation degree.
The experience of 1956 in Japan serves as a typical exﬁmph of the
faot that too high a rate of economic growth has a tendency to raise
the capital-output ratio, causing bottlenecks in some 1rﬂuetriaa.m

In any cass, it is important (1) not to overestimate A (which
stands for the marginal increase of the capital-autpui ratio between
actual-present and projected-future), and (2) not to emphasize too
muich the rolé of this parameter in economic model-building, because
there remain unn_»rgsolvod questions both in using the concept of capitale
output ratio theoretically, and in the reliability of the atatiatica.ls

Thus, total capital formation is oxpﬁcfaed to reach 3782 billion
Yen (  dollars), say 29 per cent of gross national expenditure,
Of this, plant and equipment investment will amount to 2778 billion
Yen ( dollars), say 21.3 per cent of gross national exmrﬁitﬁm
(2200 billion Yen for industrial investment and 67,8 billion Yen for
administrative investment). In these 1uvesﬁnnnt considerations,
investment in the secondary industries,and above all in heavy,chemical
industries must have priority.

| Investment for imventory is calculated by using the marginal capital

co-efficient, and the result shows a lower rate of growth, Investment
for private house construction is calculated with reference to gross
national production, The ratio of that investment to gross national

expenditure will go on rising gradually.
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The mmitﬁer of the‘ gross national expenditure should be equal
ﬁo the sum of personal consumption and the overseas surplus on,‘ current
account, In the Plan, the latter is assumed to i the same proportion
as in the basic year 1955, when the balance was slightly positive,
The rest therefore is personal consumption, which should reach 7788
‘billion Yen by 1962 ard cover about 60 per cent of total gross national
expenditure, This consumption rate is very low, something which in the
post-war periocd only apbeaxad in 1956, when investment reached to
abnormally high levels, This low rate of consumption, of course,
cqx'-reepdnda to a high raté of capital formation, o ‘

. Government consumption is assumed to be 1239 villion Yen, say

: 9;5_,pex" gent of total gross national expenditure, entailing a decrcase
1ntax .and “a reduction in the'-govermﬁnt”bud@ﬁ ‘ _

Oonsequently,' ‘personal consumption is expected to increase by 45
per cent b& 1962 compared with 1956, (consumption per capi‘ba will
increase by 38 per cent), and, -together wfi.th thies growth in consumption
the structure of consumption is assumed to change ‘gradﬁally. Each
iﬁm making up personal consumption ié estimated using the conecept of
incoms-elasticity. The result is that the ratio of exponditure on food
as against total consumption expenditure (that is to say the Enge}-
éoefficient) will decreass, while that of education, housing, durable~
consumer goods, and clothing will 1ncmasé° The 'propens‘ity to consume
differs also between urban and farm districts, (The disposable income-
elasticity of consumption is 4assumed to be 0,785 in urban, and 0.939.
in farm household,) .'It ghould be noted here that the figures are
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'gzgrégaudn and that patterns of growth will be quite different for
different brackets,

The figures for consumption shownin gross personal consumption
expenditure are anﬁpoft.ed by the commodity-budget which approaches the
problem from the materials side in another part of the Flan, Thus
tota:ll personal consumption is calculated by deducting total' capital
formation from total gross national exritditure, but it is .also chacked
indspendsntly by estimating the propensity to consume (consumption
rats, E”/EI where _E_r stands ‘for personal consumption expenditure and
Ex for personal disposable incoms), the trend of capital consumption
allowances and indirect businoss taxes (minus subsidies).

The result is that the marginal prop:ensit.y to save will be maintained
at a level of 30 per cent or more. These estimates are of course collated
with the figures mentioned above, '

This pattern of gross national expenditure, that is to say a high
ratio of investment and a low ratio of consumption, requires much more
effort to save on the part of the people, though there will be special
circumstances tending toward a high sé.ving ratio dtie t0 more or less
non-economic factors (which I am going to refer to soon), such as the
incompleteness of the soclal guarantee system and the unimproved gituation
of housing which have compelled the consumer to save, .

However, since it is hard to secure ‘capital?, say to save 3996
billion Yen (over 30 per cent of total GNE), it is expeéted in the Plan
to increase éapital consumption allowances by taking effective dgpmciation
for enterprises and to increase undistributed profits érnd personal
saving by tax-deductions, together with a certain r#tiomlization of

the way of living,
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This equilibrium of saving and investment is described in the Flan
as ‘average’ o;-' 'aggreéa_te'; therefore to carry out the Flan, a short-
term pmcticﬁ plan determining activity by sectors or by income brackets
is necessary to adjuat the Plan and to minimize the influences of business
flustuations,

5. International Balance of Payments

The next problem is the problem of the international balance of
payments, which is where the domestic economy encounters external
\lnfluemea. Here, the important considerations are the propensity to
import and the attainability of export targets.

Before setting up import-export projects, certain factors in
the Mtemational or domestic aituation rust be assumed, Thess premises
are as follows in the Flan, |

(1) World trade will increase by L to S per cent annually for
the mext few years, though the speed of expansion of production is
expected to slow down subsequently. ‘ |
(2) The problems of the restoration of currency convertibility and
the improvement of the dollar position will still remain with regard
to the certain markets and countries, but there will be no nsed to
keep too close an eye on the currency~by-currency balance.

(3) Although one cammot 1gnoz§ the danger of discrimination inherent

in the regionalism of world trade with its restrictions and control
ﬁolicien, particularly in Europe, the Sterling-area, Central and South
America and the Communist area, international trade will proceed gradually
in the direction of greater freedom, |
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(4) The proportion of trade within the Communist bloc relative to the
total volm'of world trade will diminish gradually, and East-West
trade will increase, (So, the present restrictions on Japan‘s trade
with Commnist Chins and the Soviet Union will bo greatly allevisted,)
(5) The United States' foreign aid policy will not change radically and
there will be no marked reduction in the amount of its foreign aid,
(Japan’s spscial procurement reverms will gradually decrease but some
will remain, mainly in the form of the International Cooperation Agency
(1.C,A) purchases). '

(6) Southeast Asian countries which are now suffering from stagnation
and monoculturs will gradually improve their economic conditions as
their economic development programs proceed, It is also expscted

that the economic and political relations (including the prob].ein of
reparation) bstween these countries and Japan will be normalized
completely in the plan period.

The different points in the above discussion agree on one point,
namsly that the exporteimport plan mist be based on the equilibrium
not only of domestic situation but also of the international position,
based on the recognition of the fact that the Japanese oconomy is
typically influenced by the world economy.

In drawing up the import-export plam,~3ib sax stard with alther
w2 vapeed a7 She imt side, The former msthod geems suitable for
the Japansse economy from the ~abu:)'m-mnti.oned, considerations, and it
also looks reasonable from the empirical divergence between the
 projected and the actual figures, In fact, there are alicady some
economic piana' or projections which start from an estimate of expor_ts
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figures, such as that for the Netherlands,

This method was not followed, however, because of the difficulties
in estimating ttn future exports of Japan,
(1) The export imdustry of Japan is in the position of a marginal
supplier, and (2) even if some reasonable estimate could bé made, there
still remain the difficulties of calculating the multiplier effect of
exports, aggravated by the incompleteness and instability of such

statistics as those obtainsd from the input-cutput analysis table in

Japan.16

In this Plan, therefore, the imports necessary to maintdin the planned
growth rate, were estimated first, although the method of triil-and-srror
was adopted at the final stage of planning, Then, the gmetion of whether
it would be possible to export enough to balance the estimated amount
of imports was considered, |

Import demand for principal materials such as iron-ore, coal, crude
0il, salt for industrial use, raw wool, pulp, rice, soya beans are
calculated by the formula:

I-= (.¢/o- D+AP)x/-L
vhere I stands for import demand, P for production (in resl terms),
o for material-consumption-per-unit, D for domestic supply, /2 for
the normal rate of inventory. In the plan, & 4is assumed tlo daecrease
to some extent with technical pu'ogréss; and 3 1is assumed constant at
the level of bgee year except for certain goods.

The quantities of these imports goods estimatod by the method

mentionsd above, cover more than 60 per cent of total imports, The
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other import commodities are divided into four categories, and their
demand is estimated on the basis of correlations with close indicess
namely, (1) foods and beverages with the real personal consumption
irgx , (2) raw materials with industrial activity indices, (3) finished
production goods with mining-industrial output indices, (L) finished
consumption goods with the total scale of imports, These functional
formulae were obtwvined from empirical studies, | |

The aggregated figure is tested in two ways: first from the
viewpoint of ‘propensity to import’ and second from a break-down
into a detailed commdity budgst. '

- Needless to say, any level of gross national production implies
a certain level of imports. Generally speaking, the propensity to
import in Japan has been assumed to be a fairly stable function, because
the major portion of imports consists of industrial raw materials and
staple food items. The question however remains as to how stable this
parameter really is,

In the Plan, the propensity to import is calculated at 16,2 per
cent (value of import/national income) which shows a slight decrease
from the 1956 figure of 16,9 per cent, Roughly speaking, there are two
opinions about the future tendency of this propensity; one considered
that this figure should decrease in the future because of increases in
domsstic agricultural production, which will utilize domestic materials
as import substitutes in the manufacturing industry, and will increase
productivity (using less importid raw materials per product by techno-
logical progress)., This aspect has been used to explain the divergence
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between the piowar propensity to import and the postwar one,

The other opinion states ths exact reverse, namely it considers
that this propensity should increase, because of the poorness of domestic
industrial materials, It emphasizes the limit of natural resources,
taking the recent ‘endency of the parameter as an example,

Ths truth is, I think, that the propensity to import depends not
only on the level of GNP (or industrial activities) but also on the
rate of ecompmic growth (change in GNP?) We have to calculate this
propensity to be higher (or lower) as the rate of economic growth is
considered to be higher (or lower).t7

The factors necessitating this emphasis on the rate of economic
growth are (1) the time-lag between demand and supply of raw materials,
vwhich sometimes causes an inflational gap or the appearance of bottle-
necks, and (2) changeability of inventory,

The propensity to import is estimated at approximte].y 16,2 per
cent as mentioned above, and this eétimate seems to be reasonable in
the 1ight of the following factst
(1) There will be a high rate of growth in ths machinery and chemical
industries, both with a high degree of round-about production (lower
propensity to import).

(2) There will also be a relatively high rate of growth in the tertiary
industries the propensity to import of which is low.

(3) The marginal propensity to import under the stable ecomomic growth
will be stable and almost equal to the average propensity to imoort.,
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From the viewpoint of import structure, the changes can be seen
as follows, reflecting the policies outlined above; (1) The import
dependence (import demand/total demand) of salt, steel-scrap, pulp,
ordinary finished steel, rubber will decrease with increasing domestic
production and substitution of domsstic goods, A typical example is
the case of textiles: the ratio of production between natural and
artificial fibros for 1962 is put at 58;L2 against the 1956 ratio of
69131 (The import dependence of natural fibres, i,e, raw cotton and
raw wool 1a 100 per cent, while that of artificial fibres are
negligible). (2) The import dependence in mineral fuel and finished
products for material use will increase., The increase in the former
(166 per cent increase during 1956-1962) is due to the low production
in the damestic energy sectors, and the ratio of imported energy source-
to the total enérgy supply willrise from the 1956 level of 23 per cent
to 33 per cent in 1962, The increase in the latter item is figured out
in the 1light of the mtemational divieionbofalabor and tho liberalization
of the world trade, (3) The import demand for consumer goods will keep
the same proportion to total imports as at present.

The structure of imports would change in the direction of the
"western pattern", The percentage distribution of imports by groups

is as follows:

1956 1962
Raw Materials 550& 50¢6%
Minsral Fuels 13.1 16,2
Finished Product Goods 13,6 16,9
Othera 2 07 206
Total 100,0 100,0

This pattern also corresponds to ths market pattern,
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Once the impcrt projects are given, the exports targets must be
sot. |

In order to keep equilibrium in the balance of payments, exports
must increase at a rate higher than the increase in imports, In other
word:, exports must cover not only the increase 1n imports but also
the deficit whi#h results from decreases in special procurement
In addition, a certain amount of foreign exchange accumlation for
operative purposes is wmacessary to keep pace with ths increased volume
of trade,

Although ths structure of industry is becoming more industrialized,
the exports of Japan have a "duality™. This is that the exports of Japan
consist of two groups: The ‘labor-intensive goods! or some special
products which are exported to advanced countries, and the fcapitale
intensive goods® which are exported to underdeveloped countries, espe-
cially to South-East Asian countries., This duality in Japanese exports
which comes from the duality in econcmic growth is one of the most
typical characteristics of 'middle-advanced? countries, and this
situation will continue in the coming pericd., This course seems natural
and reasonable, The advantage of labor-intensive goods is evident from
the fact that there is relatively abundant labor available in comparison
with capital, and it should be utilized in the international division of
labor, in view of the continuing supply of new labor, The advantages of
the export of capital-goods to underdeveloped countries comes from the
divergence of industrialization. The labor-intensive goods in this case,

are foodstuffs, beverages, raw silk, yarn, clothes, sewing machines,
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cameras, toys eto,; ths capital intensive goods are medical and
chemical p&'oducta,‘ metal products, artificial fibres, machines, etc.

Heavy industry and chemical industrialization is taken into consi-
deration in the light of the advantages of ‘the duality of exports' and
of Japan's location, and the structure of the export market will change
with changes in commodities,

The exports' target has been aettlerd both from the standpoint, of
merchandise composition and that of market structure, and the result is
that exports must total $[,730 million (on a customs clearance basis),
an 82 per cent increase over the 1956 figure, or a 10.5 per cent annual
increase, This target is high, 1Is it a possible ome? The ahswar is
prepared by a breakdown of"exp:érta by commodities and by markets. But,
let us first examine the possibility in the light of the relation between
Japanese exports and world trade. The target is certainly high; the
rate of exports increase in the Flan, eay 10.5 per cent per anmm, is
more than twice as high as the anticipated growth rate of world trads,
approximately L.5 per cent, But according to the statistical studies,
the growth rate of exports in Japan was 17,4 per cent per annum from
19501955, while that of world trade was 6 per cent per annum over the
same period, The Japanese rate of growth was nearly three times that
of world trade, This divergence was largely due, undenigbly, to the
fact that Japan's exports emerged from the rock bottom of fatigue, But
the gap between the rate of Japanese exports growth and that of world
trade will still remain, in view of the stage of Japan's economic growth,

For reference, the ratio of Japanese exports to world total was as

low as 2,7 per cent in 1956 as compared to 5 per cent in 1937;,
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Of course, though this target seems possible, its fulfillment
cannot be certain, Other world trade factors must be carefully studied,
such as bloc-ism (not only between West and East but also by currency
 ares ), discrimination, liberalization and so forth, Moreover, iis
realization depends on the trade policy to be carried out together with
the effective industrial policy followed in modermization, mobilization,
in the sphere of domestic and international equij}ibrium and the ° -
international division of labor. In this context, the Flan stresses
also such policies as advancing economic diplomacy, enhancing economic
cooperation, securing export markets, improving the trade system, sim-
plifying and rationalizing trade and exchange regulations, improving
the finance, insurance and tax systems, muturing and strengthening the
export industries and the stabilization of prices, improving invisible
trade policy, etc. |

In relation to export-import projects, there are two factors to be
teken Zrs sceount; one is the accumilation of foreign exchange, and
the other is the development of investment abroad,

The foreign exchange holdings in 1956 were small, It is necessary
to acowmlate more foreign exchange not only to supplement the shortage,
but also to meet increasing demand for imventory, In the Flan, the
optinum holding level is assumed to be 20-30 per cent of total imports,
which is considered reasonabls by the recommsndation of United Nations!
authorities and by comparison with empirical cases in Western countries.
In this context, a surplus of approximately 200 mlllion dollars in the
exchange balance is expected to accumulate per annum, showing & surplus
of §150 million in 1962,
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Furthermore, these accummlated foreign exchange holdings may be
used as a ‘buffer' to modify the 1nfiuences of short-term business
fluctuations, This is one of the typical measures to maintain Stable
economic growth,

Finally, in the trade plan, there is $300 million for overseas
investment. The purpose of this kind of investment is to encourage
exports and to secure imports, especlally with South-East Asia., They
include not only monstary credits but also various kinds of grant,

6. Employment

It is ons of the main targets of an economic policy to usinieve a
oituati.op of full-employment in every country. The way to achileve
this aim, however, differs from one country to another according to
the stage of economic growth,

In the advanced countries, ¢fulleemployment 'conditions are regarded
as established when wuwsmployment is between 3 and S per ceni; In these
countries, where the proportion of paid-laborers is more than 80 per
cent of the working population, and where no great difference in proe
" ductivity exists among the different industrial sectors, employment
policy is mainly a quﬁatior; of preventing unemployment excesding this '
limt,

Bie from such advanced countries, Japan has a sharp divergence
between modern and pre=condition industries, making up a heterogensous
industriel structure, with numerous family workers and sslf-established
szall enterprises (or self-employed), as well as paid laborers whoss
mumber accounts for no more than LO per cent of ths total working

population,
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This curious co-existemce between modern and pre=condition industries,
having amounts of disguised unemployment with low productivity and low
income, is a typical feature oi‘ Japan which diatinguiahes it from
advanced countries, Under such ciréuutaneec, can a Western type of
émploymnt policy, which regards a high rate of economic growth as the
suprems target be adopted? The answer 1s no. The principles of the
employment plan should bs as followss
(1) to provide normal employment opportunities for the new additions to
the labor foree, |

In Jepan, the growth rate of total population will remain at 0;8
per cent annually or more, though the increasing tendency is now
lessa 1ing, with the declining birth rate and increasing life expectancy
in the coming ten years, But, more important is the fact that the
working age population (aged 15-59) is forecast to grow at the rate of
1,9 per cent annually, The number of young people who become 15 years
of age during this period s estimated to bs 11,430 thousands, or 1910
thousands annually, an increase of 12 per cent over the annual average
of 1710 thousands during 1950=1955, This tendency -is estimated to
continue until at least 1965, ani the peak of the increasing curve
of the working age population will appear during the planned period,

This means that, on the one hand, the pressure of population is
stronger than it seems and, on the other hand, the average ages of
laborers will shift upwards several years after the planned "period,.
This is the reason why the all possible provision of ‘employmnt

opportunities {8 required,
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(2) %o modernige the ntmcim of employmsnt .,

The problem mentioned in the above paragraph, is rather the problem
of population than the problem of employment., In f.he case of Japh.n, the
two problems must be strictly diat.ing/uished both from the theoretical
and the practical point of view, “l'he crux 1% ¢o the quality' as well
as the ‘quantity’ of employment opporbunitiés.

As 1s often pointed out, the employment situation of Japan has
a speclal character, Although the ratio of those engaged in the orimary
industries to the total working population decreased from 49,4 per cent
to 41,1 per cent during the years 1930-1955, and the percentage of paid-
laborers among the total employment rose during the same period from
32,3 per cent to L5.5 per cent, the employment structure still remains
in a low stage of economic developmont, There exist deep-rootedly pre-
conditioned sectors and pre-modernized characteristics of employment.,

Because of these features, a method semi-macro analysis as well
as macro analysis is adopted in the Plan, The total employment is |
divided, on the one hand, into the primary, secondary, tertlary sectors
and, on the other hand, into self-employed, paid laborers and family
workers, This nethod seems reasonable in the case of Japan from the
empirical fact that the fluctuations of the employmant curve are very
different by sector, and the fluctuations in the participation-rate 1is
due mainly to the fluctuations in the 'fringe or secondary workers!,

(3) To increase incoms per capita by improving productivity and raising
the production 1level,

This principle, of course, is related to (1) and (2), As far as
empl oyment, ﬁem. are concerned, the low level of income causes two

phenomnas ons is the low level of wages as a consequence of low
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living standards and the other is the existence of disguised unemployment.

From a theoretical point of view, the low lsvel of wages has para-
doxical economic interest, It is that, if wages are low lator-intensive
industries would be advantageous industries to compete in foreign markets,
but at the same time, low levels of income would obstruct the adoption of
modernized equipment and production methods which would improve productie-
vity. One of the difficulties in employment policy is how to resolve
this paradixical proposition, Further, this problem must be faced with
other problemss (1) the average income level of workers should be
raised to improve their standard of living by increasing productivity,
and (2) the improvement of productivity may possibly worsen the employment
situvation, The expansion of the ,heav;?:hemiwl industries means that
the structure of industry with shift from being labor-intensive to being
capital intensive, and this poses the question of whether a continuous
high rate of growth will remove the °duality? of the Japanese economyl
or whether the expansion of the heavy and i:hcmical industries will
aggravate it,

"Uisguised unemployment” is one of the typical features of the
Japansse employment sitnation, and it keeps the level of wages relatively
low, Without tackling this problem, there would be no good employment
policy. There are several definitions of "disguised unemployment:‘ For
instance, the Unemploymnf. Counter-measure Advisory Council estimated
ths number to be 5,760 thousands (in 1954) from income levels, while the
Ministry of Labor, placing the stress on the consciousness of the occupants



35

calculates the number of the once employed but urgently in need of
improvement of their employment comdition and of those who have never
been employed before, looking for employment urgently, to be 2780
thousands (in 1956).

Anyhow, no one can deny the existence of disguised unemployment.,
It is divisible into two groups; one is found in the employment in
Pre=modern status of employment, and the other concealed among the modern
type of paid-workers, In order to improve the aituation the amount of
Pre=modern employment must be decreased by promoting the modernization
of the industrial as well as the employment structure, and also the
number of low-waged laborers even among the modernized sectors nkuBt
be decreased not only by economic growth tut also by political measures
such as the minimum-wage system, unemployment insurance and so forth,

Considering these spescial features, the Plan calculated the targets
by using semi-macro analysis. In the former economic plan in 1955, the
formila GNP =m(y N "u)wae adopted as the basic formula, (As ye mentioned
before, here m stands for output per man, X the labor ratio of labor force:
rate to the working ages population _I;I,and U for the total number of
unemployed), But in the case of Japan, the figures for &, ¥; ~  have
less meaning than in the case of advanced countries vwhich makes this an ui~
suitable formula on which to base an economic¢ plan on Japan, 18

Examining by sectors (the primary, secondary and tertiary industries)
and by status (self-employed, paid-latorers and family workers .)
vhs Flan calculated the targets as followss
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(1) to realize a net increase of 4580 thousand employees and 330
thousand self-established during 1957-1962, This incresse means that
the jobs freed by retirement are taken into consideration, a greater
percentage of school graduates will be absorbed into employment than
before, In other words, 70 per cent of male graduates and 65 per cent
of female graduates (who reach 15 years of age in this period and want
jobs unless they go into advanced studies) will be employed. According
to present statistics, most of the nsw school graduates have been
employed as paid laborers, started to work themselves, or been engaged
‘u famlly workers, and only a small part remained as non-labor force
population, Thus, the new labor force for the self-established or

the family workere will become smaller than the number rnecessary for
maintaining the present levels, This means the modernization of
employment structure,

(2) By sectors, this will msan an increase of 1,770 thousands in the
secondary industiles, and 3210 thousands in the tertiary industries, and
l.aj;aoff in the primary industries, This also means the modernization of
employment structure and, as a result, the ratios o!" employment by
sectors will vary as followss

1956 1962
Primary industry %0.7% 35.7%
Secondary " 28,7 29,9
Tertiary " 30.6 3.k
Total loo.,é 100.0

(3) Comsequently, the rate of the workers per eapita income growth



37

calculated from the growth rate of the above total number of employed
amd of the national income will be L,k per cent per annum,

(k) Of course, these targets are expected to be carried out with the
help of various kinds of employment policy, including non-economic .

policles,
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III. SOME COMMENTS
-

1. Characteristics of an Econowic Plan in ‘Middle-Advanced' Countries.

onohsveninsotcr. the new economic Plan in Japan has a
typical character which neither advanced nor underdeveloped countries
pc;sseu-. \

Roughly speaking, we can group the economic plans (though remains
the theoretical question in the r dotiuitionm) of various countries
into four groups; (1) admcod cmtx?ios, (z) uﬁderdeveloped countries,
(3) socialistic countries, and (4) middle-advanced countries.C

I will not refer in detail to plans in socialistic countriés |
because of the differences in their economic sy_stem, their pvﬁn;:iplesy
of economic movements, thoir patterns of economic growth. let nme
limit the problem to so-called mom-socialistic countrios.m

First, I shall consider the ecomomic plans in advanced countries.
In this case, the word 'phm' is used in its weakest meaning. The
United States makes its economic project by the "Employment Act (1943)"
annually. Besides this pro:léct, there are a few projects such as
Colm's 'American Economy in 1960' and the Parry Commission's Report
which forecast future economic growth. In the United Kingdom, there
1s also an sammal (informal) project which worked out at the time of
the budget and, beside this, there is some project under the 'Dis-

tribution of Industry Act.' In Prance, there have been the first,
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second (Irsh), and third Monet Plans which aimed at the modernization
of industry.

The features of these plans in advanced countries can be roughly
sumnarized as follows:
(1) The stage of economic growth in these countries has already at-
tained a high level based on the free-enterprise system.
{2) The main criterion of plahniag is the regulation of indigenous
dis-equilibria.
(3) Anmother criterion may be to sustain special sectors of industry
(such as atomic-industry) or to emforce a basic key-industry which
competes in foreign markets.
(4) Generally speasking, the importance of long~range planning is less
than that of short-range policies. In recent years, short-range eco-
nomic policies have come to have more °planned’® Iéatures. Annual
projects are worked cut in U.K., Netherlands, siedeu, Worway, Denmark,
and so on, which are rather guide-posts to rogulate economic activity
or business fluctuations than intentions to change the structure of
the economy.
(5) Finally, although the procedure of making these plans differs
from country to country, gemerally speaking, thoy are rather informal
and their methodologies are not always purely theoretical except in

individual fields.
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The economic plan in underdeveloped countries has contrasting
features. As often indicated, the ecanomic plans in countries like
India, Pakistan, Burma, Indonesia, the Philippines, Iran, Afganistan,
Vietnam, and many countries of South and Middle America, have common
features as follows:

(1) The government has a highly positive role in making and carrying
out the plan. The extent of goverament control over enterprises isg
sometimes very high hecause of the undeveloped character of the mone-
tary system.

(2) In most cases, the plan has the characteristic of being a
‘development " plan.

(3) Besides purely economic policies, they include many non-economic
policies to help promote the plan, such as land reformation and educa-
tion and welfare programs.

(4) As for the ecénonic models themselves, their weak point is in
their capital formation plens which depend more or less on foreign
ald.

(5) These plans, strongly supported by government, loock like very
mich those of socialistic countries, but, of course, they are different
not only from a theorefical point of view but also in practice.

(6) Finally, the effect of these plans are influenced to a great ex-~
tent by non-economic factors such as the weather (it has a powerful

effect on primary industry which is the main industry in these countries}
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and the international political situation. (Their budget-revenue comes

mainly from the customs duty for their mono-crop exports.)

Needless to say, this brief discussion is oversimplified; but,
at ahy rate, they possess in general the common characters just sum-
marized.

In contrast with the plens in advanced and underdeveloped coun-
tries, the economic plan as well as the national economy of some
countries has gquite different characteristics. It seems to me bet-
ter to make up another category, 'middle-advanced countries® £§r them.

Japan and Italy would be typical examples of middle-advanced
countries, though the stages and bhackgrounds of these two countries
are quite different from each other.

We can specify the common problems in these middle-advanced
countries, as far as economic plans and their background are con-
cerned as follows:

(1) The peor capita income of these countries is the median of the
per capita income rate of all countries, though this is merely one

"~ (and not a very important one here) of the criteria. The targets for
per capita income in the plens are, of course, the higher the better.
(2) The main point is in the ‘duality’ of their ecomomic structurec.
Cortain parts of the secondary industries have reached as high a level

as any in the world (not only technologically but also in equipment),
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while pre-condition factors (chiefly in agriculture and in small- and
medium-sized enterprises) remain and are still deep-rooted. It be-
comes, therefore, one of the keypoints of any economic plan to adjusf
these two opposite extremes,
(3) The divergence in income levels is very large, and this, together
with other factors, causes the existence of much disguised unemploy-
ment. As a result, non-econcmic factors (such as social structure)
have to be carefully considered, and semi-macro analysis undertaken.
(4) The problem of the international balance of payments is one of
the most serious points to be considered in economic plans for these
countries, although the reasons for this are different from those
mentioned in the context of underdeveloped countries. Domestic
equilibrium can be obtained with international equilibrium.
(5) The importance the role of the government and foreign aid in
carrying out the plan is still great, though not so great as in the
case of underdeveloped countries.
(6) While the plans in advanced countries are °‘stabilization’ plans
and those of underdeveloped countries are ‘development® plans, the
plans of middle-advanced countries have to have both characteristics.
This is due to the incompleteness of take-off which forced the economic
growth to be continuous but unstable.

I do not wish to discuss here the plans of advanced or under-

developed countries. I only wish to point out that there are many



4

types of economic plans (or projects, etc.) and that all of them have
their own specific historical background. Theoretically speaking, an
economic plan has its own method and features which are determined by
the different stages of economic growth. This is true even when we
limit the problem to Japan; the methodology of Japanese economic plans
has been varied from time to time according to its political situtation
and the stage of economic growth achieved.

I have pointed out three types of planning here to show that the
purpose of planning, the methodology of model-building and the way of
carrying out the plan should correspond to the stage of economic
growth and the special features of the countries concerned.

Therefore, if any mistakes are made in judging 'the stages' or
features of economic growth, the plan will be meaningless and will
have miserable results, however scientific the methodology may seem
to be or its targets attained in some fields. The faults of the former
economic plan make it a typical example of this case. 22

The methodolcgy of the new Plan has many features beconming to
its national economy relevant to Japan's economy, as we have already
seeh, even though the way of model~bullding itself is mot yet fully
statistically-strengthened, or theoretically tested. For example, it
would seem to be more or less untheoretical to adopt such a method as
the so-called ’mea#uring opitimum growth rate, ' especially when we

compare it with other models such as that used in the former plan
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which model was built on Western lines.

But if one studies the Japanese economy carefully, it will be
clear that it has too many ‘exceptions' for the direct application
of the methods or conceptions derived from studies of advanced and/or
underdeveloped countries. Of course, this by no means denies the use~-
fulness of precepts which foreign experience has taught, but it does

suggest that there must still be ’particularity' as well as ’‘generality.’

2. VWhat is the Key for Planning?

I am going to deal in this section with the problems of the
criteria of policies and the allocation of investment .

During the war and the period of rehabilitation from war-damage,
the national economy was carried on with a certain kind of economic plan.
These economic plans were certainly effective at that time: the .
government was given the power of mobilizing and allocating the labor
force, investment, natural resources, foodstuffs, industrial and con-
sumer products and even power over the price-mechanism including wage-
control.

These factors, briefly speaking, 'a power of mobilization, ' were
certainly most powerful measures to lead the-national economy toward
its targets.

Today, practically no country except some qnderdeveloped countries

(excluding all socialistic countries) has such power of mobilizationm.
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It contradicts the principles of free~system enterprise. Particularly,
any control over the flow of materials, or price-control including wage
control is inconsistent with a capitalist system. The only measure
left in the hands of capitalist governments is the allocation of in-
vestment. Moreover, this measure covers only some of the national
economy, and is not always as strong as it can be in socialist countries.
What is worse, 'the nostalgia for the Invisible Hand" disturbs this
measure now and then, whereas this Inyisible Hand can do nothing but
delay continuocus economic growth.

The maximum growth and stability of the economy is thought by the
classical school to be achieved through the following stages or eqi-
libria, as Professor Rosenstein-Rodan bhas pointed out:23
(1) the allocation of a given stock of consumers' goods, (2) the al-
location of production on the assumption of a given stock of equipment,
land, and labor, (3) the allocation of investment on the assumption of
a gi;en stock of labor, land, and capital, (4) a fourth equilibrium
condition, the assumption of Say's law.

But the functions which perform as decision factors for these
equilibria (for exahple, the working of the price mechanism) are more
or less interrupted by economic growth itself. The measures to be
applied in executing the economic plan depend on thHe extent to which

these functions can progress without contradicting the national economic

activity as a whole.
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For exampie, in the countries where the equilibrium of distribu-
tion can be achieved well through the price mechanism, it will not be
necessary to addpt such measures as price control or the allocation of
foods, materials, or comsumer goods, but, on the contrary, in the
countries where the price mechanism does not work well, some arti-
ficial measures must be taken to help the Invisible Hand, however it
may seem to violate the principle of free—énterprise.

In advanced and middle-advanced countries, the price mechanism
works relatively well given the proper lead by honetary and commercial
bodies, so that there is l1little need to adopt direct control, except
in some fields like export-import trade. Usually, even these controls
are used only to‘make investment allocation (to which I shail sobn re-
fer) effective.

There is no guarantee, however, that equilibrium between {1) total
consumption and total production, (2) production and investment, and
{3) investment and capital forﬁation will be attained by the "Invisible
Hand.®' There remains a sphere where human control has to achieve an
important role: the problem of investment allocation. The main
measures used to make such allocation effective are, direét government,
the actions of government as a consumer, tight-or-loose money policies
of the Central Bank, the tax-systea, subsidies, customs, duties, foreign

exchange regulation, and so forth.
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8ince the Japanese economy is greatly influenced by the inter-
national situation, and since the propensity both to import and to
export is very high in Japan, export-import control as one of the
foreign exchange policies would be, ideally, one of the main spheres
of government activity. But, unfortunately, the greater part of the
activities in the export-import field cannot be controlled by the
Japanese gcvernment alone. Consequently, the control over this field
must assume a rather passive character and cannot be a top-level policy
in achieving the economic plan. However, the role of exports and im-
ports 18, needless to say, so important that we take account of the
problem of the allocation of investment®' including the problem of
capitalformation, the control over the import-export field is always
considered as one aspect of the investment program, though it is pas-
sive.24

Why can the problem of equilibrium among consumption, production,
investment, and‘capital formation, which we can summarize as the prob-
lem of ‘optimum allocation of investment, ' not be left to the Invis~
ible Hand? The answer is:
(1) The relative shortage of capital supply compared with demand. In
general it can be said that the higher the rate of economic growth fe-
quired, the more capital is needed. However, capital shortage, in

this sense, has become increasingly less significant in recent Japan.

The importance of the allocation of investment is rather a matter
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of quality than quantity. The problem is not ‘how much' but 'in what
way."'

(2) The divergence of aims of private and social (mational or public)
investment.

Of course, behind this divergence there is a fundamental fact
concerning the private-property-system which distinguishes capitalism
from socialism. But, here, I would like to take the divergence be-
tween marginal productivity of private investment and that of sbcial
investment. This also means the divergence of ‘criteria' in the in-
tention of economic activities between the private entrepreneur and
the national economy as a whole, even though the future efficiency of
investment is sometimes calculated in the same way. This is a prob-
lem of 'choice.’ which Marxists call ‘anarchism in production.’ This
‘choice’ includes not only the amount‘ot expected interest but also
the rate of interest, the time getting interest and even the concep~
tion of ‘interest' itself.

(3) The important relation between investment and economic growth.

This can be explained from two aspects.

One is concerned with the range (term) of investment. There must
be a limit in the investment of private capital, because it may be
several years before recent investment brings returns, and private
capital cannot wait, on account of the lack of forecasting the risks

of investment, and the mobility of capital. This fact is connected
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with recent progress in technology and the indivisibility ot‘equip-
ment which has become larger scale than ever before.

The other is concerned with the fact that the social overhead
cost (capital) which is indispensable to economic growth, especially
in take-off time, has become larger and larger. In this category
we can include the investment not only for railroéds, harbours, dam-
building, and farm-irrigation but also that for education and scien-
tific research which perform important roles in technical progress
and in the formation of skills.

I may mention here, that the increase of the proportion which
government 1nve§tment is of total investment bears a relation to the
fact that the possibility of planning has increased with the growth

of the economy.

Thus, the problem of investment allocation comes out to be a
main part of the economic plan, today. The phases of the problem
are different according to the stage reached in economic growth.

Returning to the new ?ian, priority in investment is given to
the heavy and chemical industries as a top-level sector and them to
energy-supply industries and railroad-construction. These sectors

can be said to be ‘basic’ industries.
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The criteria of investment allocation are considered from the
following aspects:

(1) Internationalism or "Inner-developmentism"?25

The economic plans of post-war Japan had been based on the
recognition of the fact that the Japanese economy has a high propen-
sity to export and import.

It is desirable for certain reasons like the obstacles in the
way of free trade and the low elasticity of income of underdeveloped
countries, which are the main market for Japan, to approach a self-
supporting system as far as possible through the developing or cul-
tivation of domestic nafural resources and foods. However, "inner-
developmentism' would be undesirable compared with internationalism,
from the point of view of the many difficulties with which we are now
contending, such as land allocation, the efficiency of capital, tremds
in marginal cost, competitative power in'ioreign markets, the law of
diminishing returns, and so forth,26

This means that a high level of exports together with a high
level of imports (not always less-imports) should be tﬁe policy with
the highest priority in the development plan. It is more economical
compared with "inner developmentism” and will promote economic growth
more rapidly. This is also reasonable from a historical point of
view.

0f course, these two aspects do not always stand face by face.

There could be a combination-policy such as lightening the export-
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import-ratio ( ) by promoting new
industries like the synthetic fibre industries.
(2) Agriculture or Manufacturing Industries?

In this choice, the latter is usually given preference in the
comparison between internationalsim and autarky, because of funda-
mental criteria like the law of diminishing returns. Furthermore,
the development of the secondary industries must proceed to supply
the productive-goods necessary to industrialize agriculture and to
absorb into its own sBector part of the relatively over-populated labor
force in the primary industries. Of course, equilibrium must be kept

between these two sectors according to the stage of economic growth.27

(3) To which Industry of the Secondary Industries?

In this choice, almost all plans have stressed the industrializa-
tion with heavy and chemical industries (though some more positively
than others). The bases of this inﬁustrialization are as follows:

‘(a) Although "light-industrialism” was a symbol of peace, pre-

war and "heavy and chemical-industrialism” was forced by non-

econcmic violence in war-time accompanied by high cost, there is
no inevitability in the old pattern. History need not repeat it-
self. On the contrary, we should utilize the 'bequeathed prop-

erty® of the past (facilities, equipment, technology, and skill).

(b) The foreign market for the Japanese textile industry has

entirely changed; namely, silk has lost its American market
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through the progress of synthetic fibres and the collapse of the
mlberry fields during the war; and cotton also lost the greater
part of its foreign market through the progress of textile indus-
tries of the underdeveloped countries and the prégress of chemi-
cal textiles, even though it is still powerfully competitive with
foreign textiles.

Thus, this ‘lost’ part in the export market should be filled
by the heavy and chemical-industries' products.
(c) On the other hand, the demand for heavy and chemical-indus-
tries® goods, such as iron and steel, machinery, chemical ferti-
lizers and medicines in Southeast Asia will increase as their
industrialization progresses, and this corresponds to the pattern
of trade between Southeast Asia and Japan 'material-imports and
manufactured-exports."*
(d) Heavy and chemical-industrialization has the possibility of
making more opportunities of employment, bringing more value
added than light-industrialization. This means will lower the
import~-export ratio.
(e) From a historical point of view (though not theoretically
accepted), many advanced countries adopted or are adopting an
economic policy which gives first priority to ‘heavy-industry’

as a desirable course of growth.
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However, there are some persistent objections to such ‘heavy
and chemical-industrialization,' as follows:

(1) It seems economical to utilize the ‘bequeathed property’' exter-
nally. But, this property is too old-fashioned to use, and was built
at the sacrifice of 'peace-industries’ (the textile industry and the
consumer-~goods-industries). Therefore, we have first fo restore
light-industry.

This opinion is related to the theory that in the natural course

of economic growth light-industry should develop earlier than heavy
industry.
(2) There still remain sufficient foreign markets for textiles, and
it is not desirable to give them up now. The obstacles now limiting
the markets (import restrictions, high tariffs, etc.) can be enlarged
by diplomatic negotiation.

This opinion is endorsed by the theory that at the first step
of economic development in underdeveloped countries the wages of
workers should be ralsed as a stimulant to capital forﬁition,

(3) As far as international competitive ability is concerned, our
light-industries (textile and miscellaneous goods) are superior to
heavy and chemical‘industries in price level, technology, and sell-
ing networks.

(4) Judging from the present stages of capital accumulation in Japan,

rapid heavy and chemical industrialization might cause inflation (with
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or without an increase in the propensity to import). 8o, it isyﬁeces-
sary to accumilate capital in light-industry first, and then shift to
heavy and chemical-industrialization. This would be the most natural
course for economic growth which on the evidence of the history of
capitalism. The history of recent Japan also shows that too rapid
economic growth can raise the capitﬁl-coetticient abnormally .

These objections against heavy eand chenical-indhstrialization
come mainly from supporters of the textile industry and some groups
of economists who analyze the pattern of economic growth using some

conceptions of modern economics.

>Nevertheless, unless they go to extremes, both aspects can
reasonably be argued. A final decision depends on the policy-maker's
Judgment case by case. From a theoretical point of view, it must be
decided in which way the sum of the following benefits can be maxi-
mized:
(1) the import/export ratio, (2) the rate of maferial revolution,
(3) the terms of production, (4) the effective-demand ratio in the
world trade component (income elasticity), (5) the export/ohtput
ratio, (6) the productivity of equipment (rate of Iixed—capital revo-
lution), (7) the return/ocutput ratio (domestic value added), (8) en~

ergy—-efficiency.
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Those criteria mentioned above are economic factors which can be
calcuiated more or less from economic variables.

But, there are other factors which are non-economic and influence
economic growth to a great extent. The final criteria of allocation
of investment must be in the light of both economic and non-economic

factors.

Thus, in the economic plan of middle-advanced countries, the
decision as to the ‘priority industry’' is the most important one,
and this entails at the same time consideration of the criteria of

investment allocation.

3. Non-Economic Factors in Economic Planning.

Most of the economic plans we have had go far in Japan, have
ended in failure, even though some of their final targets were at-
tained within the planned period.

The reasons for failure can be summarized in three categories
as follows:

(1) The international situation of Japenese Economy.

The economic situation of Japan itself is very much influenced
by the changes in the international situation which the Japanese
government can never control. But, paradoxically, it should be‘one

of the main purposes of economic plans in such countries to prevent
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shocks from international fluctuations and to keep the stability of
the ;omestic economy .

Almost all the plans settled exports targets as the basic targets
of the plan, but ironically, these targets were the most unstable in
nature, because Japan's position in the export market is that of e
'marginal-supplier’ which is a result of low competitive ability,
lack of systematic markets and her oin special pattern of exports
as previously mentioned.28

This problem of the international situation is more or less
8 political one. It is related to the balance of power between
VWestern and Eastern blocs and between the Asian and other areas,
the strategic value of Japan, the power of combination in Asia and
so forth.

From this point of view, we can appreciate the fact that the
occupation of Japan by foreign countries or strong restriction by
them did sbmetimes hinder the ability of the Japanese government to
make an independent plan. Of course, this is mefely one phase of this
problem.

(2) The unstability of government and the lack of co-operation of
the people.

The Cabinet of Japan has changed many times since the end of

World War I1. These frequent changes of government themselves have
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been a reason for failure of economic plans. How can one expect
‘long-range’ plans to outlive these ‘short-lived' governments?
Successive governments recognized the necessity of long-term invest-
ments which do not bring immediate returns, but they did not want to
bring forward such proposals because they also knew that such in-
vestments would not be welcomed by the voters. Moreover, sometimes
even the Congressmen (tﬁe ministers) opposed or sabotaged co-operation
with planning authorities. This ‘unstability’ of the political sit-
uation is one of the non-economic factors which has a great effect

on econcmic growth, though I shall not refer any more to it here.

Sometimes the reason of failure lay on the side of the people
who were unable either psychologically or economically to co-operate
with the plan.

In this respect, there is a dilemma in the execution of any
plan. Economic development requires change, and change is sure to
violate some existing institutions and hence run counter to some
existing emotional current. Two principles of planning, progress
and stability, often run counter to each other.29

For example, some labor unions have strongly opposed the ‘pro-
ductivity increasing movement' because of lack of social security,
fear of strengthening labor, or ‘affection for their workshops. '
Some enterpreneurs act without considering the influences of their

behavior on the national economy. Behind such behaviors, there are
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many other non-economic factors which have been ignored so far, al-
though they have had definite influences on the plan. However, pre-
cise the plan is made theoretically, we can never say it is & 'real
plan' if it is not practical.
(3) mipadopting'the Theory.

The failures sométimes occurred tr@m misadopting an economic
theory. There is no absolute, universal or ‘super-historic’ plan
which goes through all times or can be applied to any country. Theory
is, on the contrary, very relative and historical, and must qorrespond
to the stage of economic growth. An economic model can never be im-
ported directly from any other cocuntry. |

"Can the methodology of the Indian economic plan be applied di-
rectly to the United States?” 'Can the methodology of Vanomie Plan
in Italy be used in Germany?" or "Can we use the methodology of
early-capitalism today?" The answers are definitely 'Fo.'

Ngvertheless, unfortunately, the economists in Japan who have
learned so much from the West have sometimes used the same model in
making an economic plan without 'translqting' it into terms appliable
to the stages of economic growth in Japan. Here, we do not deny that
we can learn about or from other countries. However, we should
learn and should translate theﬁ. we should not 'copy' or 'imitate'

then.so



59

Let me give some exanplés.‘ The method of projecting the future
desirable GNP in the former plan, The Five Year Plan for Economic
Self~-Support (1955), was s;milar to the so called Colm‘s Model which
has shown good evidence for long-rangs economic projectiomns in US.A.
The model itself is very theoretical. As we mentioned beiore, in
that plan, total GNP was calculated from formula, GN? = m (rN-U)
(where m stands for but pér man, r for the ratio of tﬁe labor force
to working age population, N and _I_J_ for the total number of un—emp;oyed).
This formula was the most basic formila of the plan, frowm which meny
other factors were derived.

But, unfortunately, these parameters were all unstable, espe~-
cially the natures'ot r and U which are quite different from those
Vof advanced countries. For eggmple, r is usually considered to show
downward curve as the standard of living (income per capita) goes‘up.
This is true in the ;ase of adv;nc;d countries, but in Japan, this
showed upward trend empirically, owing to the special features of
Japanesé employment. We can say the same thing of U. This figure
itself has little meaning because of disguised unemployment. Here
again, we meet the problem of non-economic factors connected with
economic factors.

We can easily find another example in the field of small- and
.medium~-scale industries which form a typical pattern or economic.

structure. In Japan, there is a trend that the more the economi



60

enlarges, the greater the divergence becomes between large and small
scale enterprises. This fact is also a result of the special social
structure of Japan. In Japan, the growth of GNP itself does not al-
ways mean the.inprovehent in the level of small scale industries. On
the contrary, a rglatively poor situation in small scale industries
has often supported the rapid growth of the economy as a whole,
Though these factors can be more or less treated by economic theory,
there still remains a strong influence on the economy from non-economic
factors. We can easily discover other examples (such as the relation
between propensity to consume and the insurance-system) of this.

The above mentioned factors which are connected with the ‘duality
of the economy® are the ‘negative-side’ of non-economic factors. These
factors are historically rooted in incomplete take-off in economic
growth or too serious competition with foreign countries, and are
often stimulated by too rapid growth. This i3, a reason why the
theory used must correspond to the stage of economic growth.

But there are other kinds of non~economic factor which can be
described as 'positive.' They are ‘technical progress' and 'built-
in stabilizers'; the former promotes productivity by changing the pat-
tern of economic growth, and the latter, which is institutional, works
automatically to prevent economic fluctuations.

But I do not want to refer to these factors here other than to
say that fhey bear an important relation to education, social traditionm,

31
politicel institutions, public opinion and so forth.



61

The Plan, speaking fairly, does not consider these racj:ors very
much, so that the problems are left to economists with an interest in
economic growth theory.

To analyse the relations between economic and non-economic fac-
tors (including ‘quantifying the non-quantifiable’), and to find a
Proper place for non-economic factors in economic theories, are the

main problems put before us.

4. The Plan as 'Theory' and as ‘Policy’

The phrase ‘economic plan'® can be defined literally as ‘A number
of measures and steps to gratify social wants in conscious applica-
tion of objective economic principles.’

Here, two aspects of 'plan' come out; namely plan as a theory,
and as a policy. A 'plan'’ has not only to have a theory, but also
to be carried out practically on thé real stage of national activity.

Turnin? back to the theoretical side of an economic plan in Japan,
attention should be paid to the particular features of the Japanese
economy as a middle-advanced country.

In this coatext, what shall we do with or how shall we deal with
the present Plan? Firstly, we must realize that economic model build-
ing is only one step in the whole of economic development. At the
gsame time, we must recognize that the plan is not absolute but rela-

tive. Some economic parameteray may not be stable or constant as in



62

advanced cpuntries but may be very unstable and variable. This is
one of the reasons why we should picture the whole structure of the
economy, even when we consider a specific sector or industrial proj-
ect. The only way to make a more useful plan is continued work on
the plah. |
Secondly, we must recognize that the:e are too many dilemmas
in the Japanése econonmy to adopt the Western theory directly. Gen-
erally speaking, the higher thé rate of growth the better the eiploy-
mentksituation. This is, however, not true in the case of‘Japan. This
kind of dilemma is quite different from any general dilemma of the
capitalistic system, such as 'the better the employment situation is,
the slower the growth of productivity is.'
A short-cut to improvement is the trial-and-error method, because
in social-science fields the proof of the pudding is in the eating.
Thirdly, there are many unresolved factors to comsider in making
a plan for Japan.. One of the possible paths to improvement is not
to attach too much importance to the ‘plan, ' or to devise ways of
‘measuring certain phenomena and their causes which seem non-qualiti-
fiable at present, and which are treated merely as non-economic 1actcrsn32
So far we have referred only to the theoretical side of an eco-
nomic plan. But a plan would be merely & ‘'game® if it remained there
and were not carried out in practical economic policy; in other words,
whether a plan can succeed or not depénds finally upon the government

which makes the plan itself.
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What should the government do? What is the role of any govern-
ment which haé the responsibility of executing the plan?

Referring to the role of government, the Plan points out some
efforts which the government should make. The government itself also
issued a statement on the Plan intending to make every possible effort
to accomplish the Plan lest it should be regarded as a mere projection;
in this statement it announces that it will try to prevent excessive
business fluctuations, to undertake necessary reforms in the manage-
ment of the administration for carrying out the Plan and so !orfh,
using the Plan as a guide.

Let me review this explanation a little more because this étate-
ment as it stands is too simple and too general. It is true that in
democratic society there are a few fundanentél roies which the govern~
ment must achieve in general. Such objectives as Professor M; Millikan
pointed cut mey be typical examples,33

There should, however, be certain special roles for goverhments
in middle-advanced couhtries beside these general fugdamentnl roles,
Just as there are some special features in economic plans for these
countries.

In short, the role of the government in middle~advanced countries
should be that of a 'mediator“ or 'adjﬁater,' vhereas the role of

underdeveloped countries® government can be described as a ‘promoter’

and of advanced countries as ‘'spectator.’
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In early capitalism or in pure capitalism, the cheaper govern-
ment éctivity was the better. But in middle-advanced countries like
Japan, if the government stays merely as & 'py-stander' without direct-
ing economic activity at all, or if on the contrary it meddles with
private‘activities excessively, then the growth of the economy would
be disturbed.

It is difficult, however, to determine the details of govern-
ment'é role distinctly, because it must be determined case by case.
For instance, the position of government in a case where progress
sténds face to face with the ‘status quo,' is very delicate. The
government mist, on the one hand, maintain the stability which often
means keeping the 'status quo,' and it must also, on the other hand,
lead the economic ‘changes® which often violate the ‘status quo, '’
standing at the head of the nation. As Professor f. Samuelson points
ocut, progress is an obstreperous and often cruel disturbance of the
'status quo.’ 34 This is especially tru§ 1n‘Japan where even a small
‘change® arouses a wide resistance or sacrifice, sometimes in or from

‘conservatives® and sometimes in or from 'progressives.'ss 36

These problems mean, in conclusion, that the final docision as
to whether the plan is good or not, whether it should stay merely as '
a ‘desirable birds-eye-view in the future' or not, depends'on whether

the character of the government reflects public opinion democratically



or not. This is not only an economic, but also & political and

social problen.
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PART II  APPENDIXES

I Footnotes

1There have been many economic plans given the title ‘long-
range' in Japan. It is curious that there.have been 8o many 'long-
range' plans, in the last ten years if we think over the meaning of
the word 'long-range'. Usually in the economic literature, 'long-
range' mean; that it covers more than a year, and yet we have had a
'lnng-range’' ecnnonic plan almost every year since the end of World
War II. (For example: The Economic Rehabilitation Plan in 1948,
The Ec-nomic Self-supporting Plan in 1950, The Okano Economic Pro-
gram in 1953, The Economic Five Year Plan in 1955, and the New long-
Range Economic Plan in 1987, etc.)

Each ‘new' plan, in any case, has always had a quite different
character from its predecessor, in other words, these plans bear no
relation to each nther, such as 'the PFirst' 'the Second' 'the Third'
five year plan. The reason for this curious fact in the history of
economic plan in Japan is nothing but the reason why I am writing
this article.

2There are many meanings given to the word 'plan.' It is con-
fusedly regarded as »r distinguished from the word 'project(ing)’
'program(ing),' 'economic model (building),® or even 'forecast(ing).'
I have suggested in my book ("The histnry and background of econonic
plan in Japan" 1957) that the definition of the word must be deter-
mined by historically considering the objectives, targets and measures
of the plan.

Here, guide-p-st nearly means project but not exactly project it-
self. In any case, the definition of the word 'plan’' is not so impor-
tant at the present stage. It will become clear as we progress.
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3The Plan had been originally prepared by the Economic Delibera-~
tisn Council (the advisory organ of the Economic Planning Agency) .
which consists of not more than 30 committee members who are appointed
by the Prime Minister from among leading industrial, banking, and
academic experts. The staff of the E.C.A. together with the economists
of the University of Hitotsubash have cooperated with the E.D.C. As
far as the planning system is concerned, it is democratic.

4See OEEC report, "The European Economy in 1965" (1957).

5"Realization of full employment” was one of the main targets

in the last plan, 'The Five Year Plan for Economic Self-Support' (1955).
Congidering the peculiar features of the employment situation in Japan,
the makers of the present Plan decided not to use the word "full
employment" .

QAB for example, see the Economic Planning Agency, "Economic
Survey in 1956" (1957, Japen).

7See Gerhard Colm, "The American Economy in 1860" (1952).

8See Shigeto Tsurn, "Empirical testing of macro-economic planning
in Japan" (1957). In this article, Profeesor Tsurn criticizes the

former Plan not nnly from a theoreticitl put algso from an empirical

pnint of view.

98ee Kazushi Okawa, "The Conditions of the Optimum Growth Rate"
(The Economic Research, October 1957, Tokyo).

1oPro:tesaor Woytingky's informal opinions on the Japanese Economy.
(January 14, 1956, at Tokyo).

11Production figures are shown in output quantity, that is to say
in the production index. Then it i3 corrected into gross production
income. 1In this procedure, there are two unresolved problems. One

is a difficulty in the index itself, and the other is the relation
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between the production-index and gross product in money terms, which
is in effect the problem of n/g rate, where n stands for net production
and g stands for gross production. There seems to be no absolute way
of overcoming the former except the present expedient; it would, how-
ever, be possible to induce a relative relation between the two
factors, in the latter case, by empirical judgment. For instance,

the assumed relation between GNP and national income in the Plan is as
follows; "although the rate of depreciation will increase slightly,
paerallel with the increase in investment, the proportion of the other
adjusting item will decreas;, so the national income will increase

at the same rate as GNP.

lzThere are many definitions of or ways of arriving at the capi-

tal-output ratio. For instance, (1) I has not to include investment
for inventories, (2) increase has to mean net increase but not gross
increase, (3) there must be one, or at least half a year's time-lag
between I and O, and 8o forth. All kinds of computations are tried
as possiblilities, but there still remains & question to be discussed.
The adoption of this ratio must be carefully carried out. See 8.
Tsurn, 'Empirical Testing of the Macro-economic planning in Japan’
{1957) and Francis M. Bator, 'On Capital productivity, imput alloca-
tion and growth' (The Quarterly Journal of Economics, February 1957).

131t geems too simple to say that the capital-output ratio in

underdeveloped countries hes a tendency to go up as industrialization
proceeds, or, on the contrary, to say that the ratio in advanced
countries has a tendency to decrease because of the high productivity
of capital. We must consider the question in the light both of labor-
reliance and of the rate of capital-output. This will be more rele-
vant for international comparisons. Anyhow, the movement or stability
of this ratio depends on the stage of economic growth, and this is the

reason why we are examining the ratio by industrial sectors.
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M3ee the Economic Planning Agency of Japan, "Economic Survey of

'
Japan (1956-1957)" (August 1957).

15See. S. Tsurn, "Empirical testing of the Macro-economic plan-

ning in Japan" (1957), and Francis M. Bator, "On Capital productivity,
input allocation and growth"” (Q.J.E., February 1957).

16The effort to improve the input-output study and to apply it in

economic mcdel building has been ceaseless in Japan, but there still
remains sonme questions about its use at the present stage of the siudy.
On this, see S. Shishido, ""On criteria of Japanese Input-output Table"
(1957, Stasford University).

17Professor K. okawa. has pointed out that if the rate of econonic
growth is considered to be 2.0 or 2.5 per cent higher, then the pro-
pensity to import must be estimated to be 1.5 or 2.0 per cent higher.
See, K. Okawa, "The conditions of optimum growth rate' (1957).

18Seg S. Tsurn, "Empirical testing of macro-economic planning

in Japan" (1957). On the subject of the relation between employment
and economic growth in Japan, see the Economic Planning Agency, "Eco-
nomic Survey of Japan (1956-1957)" and Miyohei Shinohava, "Industrial
structure and investment allocation” (the Japanese Lconomic Resgearch,
October 1957). |

19Here, I use the word 'plan’ in ites widest meaning with less

theoretical examination. I include in 'plan’ such conceptions a3
'program(-ing) ', ‘project(~ing)', ’scheme’, 'future-model(-building)’,

'plan(-ing) ', and 'lomg-range forecast(-ing)®, and so on.

2oBesides these four categories, there is another type of economic
7ilan which is rather international. For example, the co-ordinate eco-
romic plan among the commuinist countries, the co-ordinate plan betiwecn
advance and underdeveloped countries (such as the Colombo-Plan,; the

Marshall-Plen, etc.) and the co-ordinate works between or among the
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countries with equal right-and-responsibility, (such as Energy Project
for the future 20 years by OEEC).

These wide-spread international economic plans will become more
and more necessary to promote effectively the economic plans of the
participants.

21This does not mean, however, that there is nothing valuable

in the economic planning of these socialistic countries. On the con-
trary, 1 believe, there is much to be learned from them as weli in
natural scientific fields. But, it reqﬁires even more careful and
faithful study to make the problem clear, so that it is bétter to
discuss it separately.

zzAs Professor P. Rosenstein-Rodan adequately pointed out in

his lecture, 'The Theory of Economic Growth' (1957-1958, MIT), one
serious, but often over-looked fault in investment plans is in mise
valued exchange rate of currency, which has an immediate relation
to cost-calculation about new equipment or machinery mainly expected
to be imported from outside.

23See S. Tsurn, ‘Empirical Testing of the Macro-economic Planning

in Japan' (Economic Research, Tokyo, 1958) and also, I. Miyazaki, 'His-~
torical Backgrounds of Economic Planning in Japan' (The Oriental Eco-

nomist, Japan 1957).

24See, Pzul N. Rosenstein-Rodan, "Programming in theory and in
Italian Practice” ( 'Investment Criteria and Economic Growth', Center
for Internation Studies, MIT, 1955). In his lecture, 'The theory of
economic growth' (1957-1958), he supplemented this theory by the

experiences of the Italian Plan and others.

25Though I say the control over import-export field is passive,
it does not mean, by any means, that the role of exports and imports
in maximizing the national income has little importance. Whether

the Plan can succeed or not depends very much on whether the export-
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import targets can be attained. The main policy to increase exports
is to modernize the domestic industries, which is related to the prob-
lem of investment allocaéion, though there are still many supplementary
policies such as export-or-import subsidies, the presentation of over-
competition, the reduction of taxes, and enlightenment movement and so
on. Also, the role of imports can be taken 88 one aspect of’the
allocation of investment', though it is not directly related to invest-
ment.

There are three types of foreign trade control, namely (1) tariffs,
(2) export-import control and (3) changing exchange rate.
I will refer to (1) and (2) later, and will avoid tackling the problem
of (3) directly, referring to it only as far as the matter of invest-
ment allocation is concerned. The change of the exchage rate occurs
in case (1) when the international balance hecame so bad that even powe-
ful dis~-inflation cannot remedy it, and (2) when the domestic price
and cost structure show quite different patterns from the international
standard. The accumulation of foreign exchange, which is one of the
targets in the trade program, is also related to the problem of in%est-
ment allocation.

26many economists in Japan regard the "narrowness of land (terri-

tory) and surplus population” as a basic ground for Internationalism.
But I disagree with this view. The influence of population on the
national economy is by no means absolute but is relative and variable
according to productivity. (Even the law of diminishing return is not
decisive.) This is tested not only historically but theoretically by
Professor E. Hagen.

If we agree with the general vulgar view on Internationalism,
we will have, at the same, a dangerous chance to be a 'colonialist®.

27xn this part of the article, I use a vord ‘Inner-developmentism,
in a narrow sense, namely as a conception like a self-supplied and
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self-sustained type of economy (like 'autarky’') as usually used. But,
if we regard Inmer-developpentism as something like deepening-ism
(U.S. to widening-ism) or daveiopaentism in domestic market, we must
revise our view. In such a case, the problem is concerned with the
wage level, standards of living technical progress and so forth and
does not stand face to face with Internationalism.

2gﬁb Professor C.P. Kindleperger pointed out in his "Dollar

Shortage”, instability of plan in an open-system can be premested by
due judgement of international fluctuations.

29809, E.E. Hagen, "The Allocation of Investment in Underdeveloped

Countries."

3081m11ar thing has happened in the case of the Indian Plen.

See, W. Malenbaum, "Who does the Planning?" (November 1956),

31!hen we say non-economic factors, it includes a wide range and
means psychological, social and political factors as causal in economic
growth, such as interrelations between personality characteristics,
systems of belief, social structure, and in other words, motivation,
value, 'world view', traditionalism, religion,mationalism, kinship
structure, class structure, legal system, political system, communica-

tion patterns, etc.

32See, E. Hagen, "The role of Economic Forecasting in Income
Stabilization" (Ed. by M. Millikan, ‘Income Stabilization for A
Developing Democracy--1953, Yale.)

33899, M., Millikan, ‘Objectives for Economic Policy in a ngocracy”

(Ed. by him °‘Income Stabilization for a Developing Democracy--1963, Yale.)

34899, Paul Samuelson, "Full employment versus Progress and

other Economic Goals" (in Millikan ed. book, 1653).

35This does not mean that a government should be ‘neutral’ in
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certain cagses. As Professor Rosenstein-Rodan says, 'Neutral govern-
ment is as unrealistic an assumption as neutral money.’

36The following policies can be regarded as the ‘general’ role

of the government in Japan:

(a) to maintain economic stability; By ‘economic stability, we mean
(1) the absence of fluctuations upward or downward in total employ-
ment (2) absence of mass or disguised unemployment (3) the absence
of exéessive price inflation, resulting from imbalance in the inter-
national balance of payments or from excessive demand for capital or
from the appearance of ‘bottleneck‘ industry or sometimes from
unexpected causes such as war or emergency affairs in international
balance of power.

(b) to consolidafe statistics or other data which help the planners.
(c) to co-operate with foreign countries to draw up mutual assistance
plans.



Table 1

PRINCIPLE ECONOMIC INDICES

I1-9

Fiscal 1956

Actual Base
Item Unit gigures Value 1962 C/A C/B
- (A) (B) (C) (%) (%)
%100 (5.8)  (6.5)
Gross National Product million 82,878 89,396 130,440 140.4 145 .9
(5.8) (6.5)
National Income " 76,835 73,841 107,720 140.2 145.9
(0.8)
Total Population 10,000 9,025 - 9,459 104.8 -
15-59 years (1.9)
Working-Age Population of age 5,326 - 5,956 111.9 -
(4.2)
Employment " 1,787 - 2,285 127.9 -
(5.5)
Personal .Consumption yen 60,010 - 82,740 138.0 -
(per capita)
(8.2)
Industrisl Activity 1934-36 = 100 231.7 - 371.9 160.5 -
(7.7)
Total Energy Demand 1,000 tons 103,880 - 160,600 156 .2 -
_ (10.0)
Exports $1 million 2,495 - 4,422 177.2 -
(5.6)
Imports " 3,050 - 4,230 138.7 -

Note: C/A C/B {figures in parentheses indicate annual rates.



Table 2

GROSS NATIONAL PRODUCT
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1956
Actual Base
Item Figures vValue 1962 C/A C/B
(A) (B) (C) (%) (%)
{(100.0) (100.0) (100.0) (5.8) (6.5)
Domestic National Income 77,180 74,136 108,110 140.1 145 .8
(18.5) (19.1) (18.7) (2.9) (3.0)
Primary Industry 14,242 14,186 16,940 118.9 119.4
(42.3) (41.8) {43.6) (6.3) (7.2)
Secondary Industry 32,637 31,019 47,170 144 .5 152.1
{39.3) (392.0) (40.7) (6.4) (7.2)
Tertiary Industry 30,301 28,931 44,000 145 .2 152.1
Net Income from Oversess -~ 325 - 295 - 370
(5.8) (6.5)
National Income 76, 855 73,841 107,740 140.2 145 .9
Adjustment Items, Etc. 16,023 15,5586 22,700
(5.8) (6.5)
Gross National Product 22,878 89,396 130,440 140.4 145 .9

Unit: ¥100 million in 1958 prices.

Note: The figures in the parentheses under (A), (B), and (C) indicate compesite

ratios.

Figures in parentheses under C/A and C/B indicate annual rates.
(The Secondary Industries in the Plan include transportation, commurnications,

and public utilities.)
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Table 3

GROSS NATIONAL EXPENDITURES .

1958 1956 1962 c/B C/A

(A) B) (C) %) %)
(71.7) (69 .4) (70.0) (6.0) (5.7)

Gross Consumption Expenditures 62,130 64,443 91,300 141.7 147.0
(60.7) (58.3) (60.0) (6.3) (5.8)

Personal Consumption Exp. 52,711 54,155 78,260 144 .5 148.5
(11.0) (11.1) (10.0) (4.0) (4.8)

Government Cutlays 9,419 10,288 13,040 126.8 138,5
(25 .6) (31.6) (28.5) (4.0) {7.9)

Gross Capital Formation 21,864 29,367 37,180 126 .5 170.0
(16 .8) (21.8) (21.0) (5.2) (7.9)

Equipment Investment 14,332 20,279 27,390 125 .4 191.1
{11.8) (17.5) (15.8) (4.0) (10.7)

Industrial Equipment 10, 092 16,262 20,610 126 .7 204.2
(1.8) (2.1) (1.9) (3.9) (7.3)

Primary Industry 1,509 1,969 2,480 125 .9 164.2

(8.5) (13.0) (12.2) (4.7) (11.8)

Secondary Industry 7,290 12,059 15,910 132.0  218.3

) ‘105) | (2.4) (107) ( - ) (800)

Tertiary Industry 1,283 2,234 2,220 a9 .2 171.5
(5.0) (4.3) (5.2) (9.2) (6.9)

Administrative Investment 4,241 4,017 6,780 169 .3 159 .9
(7.1) (8.0) (5.5) (- (2.4)

Inventory Increase (and 6,057 7,407 7,180 96.9 118.4

Decrease)

(1.7) {(1.8) (2.0) (7.5) (8.5)

Personal Housing Construction 1,475 1,690 2,810 154 .4 176 .9
(107) (-100) (105) - (402)

Overseas Surplus on Current Accounts 1,467 -901 1,960 - 133.7
(100.0) (100.0) (100.0) (5.8) {6.2)

Gross National Expenditures 85,462 92,878 130,440 140.4 152.6

Note: unit ¥100 million in 1956 prices.
Figures in the parentheses are as 'Gross National Production' table.
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Table 4

SAVINGS AND INVESTMENTS BALANCE

1955 1956 1962
Gross savings 22,818 28,071 38,930
Depreciation allowance 6,570 7,631 11,220
Corporation reserve 2,842 4,563 6,000
Private savings 9,344 12,242 17,020
Government budget surplus 3,112 3,819 4,690
(Errors and ommissions) 250 ~-184 -
Gross investments 2),864 29,376 37,180

International account balance 954 -1,306 1,750

Note: ¥100 million in 1956 prices.

Table 5
BAIANCE OF INTERNATIONAL PAYMENTS ($1 million)

1955 1956 1962 B/A
(A) (B) (%)
Receipts 2,839 3,337 5,080 152.2
Exports 2,095 2,495 4,422 177 .2
Invisible 145 842 658 78.1
Ordinary 175 255 408 160.0
Special Procurements 570 587 250 42 .6
Payments 2,513 3,566 4,930 138.3
Imports 2,168 3,050 4,230 138.6
Invisible 348 516 700 135 .6
Resal Balance 327 -229 150
Adjustment Items 59 267 89

Nominal Balance 386 38 239




Table 6
PROPENSITY TO IMPORTS

1965 13.8
1956 16.9
1962 16.2

custon
clearance
amount of imports base
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Calculated by X 100
National Income
Table 7
INDUSTRIAL STRUCTURE
1955 1956 1962
Heavy Chemical Industries 55 .42 58.71 65 .56
Light Industries 44 .58 41.29 34 .44
Total 100,00 100.00 100.00
Table 8
RATIO OF IMTORTED RATIO (per cent)
1934-1936 18 per cent
1955 21 per cent
1956 23 per cent
1962 33 per cent
1975 48 per cent (estimation)




Table 9

EMPLOYMENT STRUCTURE

(per cent)
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1988 1962
Industry-by-Industry workers
Total 100.0 100.0
Primary industry ¢0.7 35.7
S8econdary industry 28,7 29 .9
Tertiary industry 30.6 34 .4
Status-by-Status workers
Self-employed 25 .6 24 .3
Employes 42.0 49.5
Family workers 32.4 26 .2
Table 10
CHANGE OF THE CONSUMPTION STRUCTURE
Growth rate
1958 1962 196?{956
Urban Rural Urban Rural Urban Rural
Total 100.0 100.0 100.0 100.0
Food stufis 45.5 49 .2 39.7 43.7 113.5 111.9
Staple foods 15.5 22,7 11.2 17.3 98.6 29.2
Others 31.0 26 .5 28.5 26 .4 125.3 129.9
Clothing 12.6 10.5 14.3 11.7 154.9 145.8
Heat, light §.1 4.4 5.0 3.3 133.8 94 .9
Housing 7.0 11.8 8.4 13.7 162.3 141.1
Others 28.8 20,0 32.6 24.3 154.3 160.2
Temporary expense - 4.1 - 4,1 - 131.8

peiip—
e ————
.
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Table 11

RATIO TO WORLID 'S TRADE

Exgorta Iggorts
1938 5.4 4.6
1954 2.1 3.0
1955 2.4 2.8
1956 2,7 3.8

Sources: Prewar figures: U. N. trade statistical yearbook.
Postwar figures: I. M. F., statistics.

Table 12

IMPORT-EXPORT RATIO OF PRINCIPAL EXPORT GOODS
(per cent in 1956)

Canned tuna 97.7 Ordinary rolled steel 73.0
Glutanic acid soda 64.0 Ships 89,5
Woolen yarn 56.6 Household sewing mach. 95 .6
Staple fiber yarn 94.7 Automcbile tires 89.0
Cotton yarn 58.6 Cement 99.5
Woolen fabrics 62.0 Lam. plywood 53.7
Cotton staple fibre 96.3 Electric lamps 87.2
Cotton fabrics 59.5 Metal toys 96 .4

Note: This means foreign-currency earning ratio which is the ratio of the
net foreign currency income (the export price minus the imported raw
material price) to the export price.
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Table 13

RATIO OF INCREASE IN WORLD DEMAND BY COMMODITIES (per cent)

1951-~1955
Ratio of Japan , Rate of
exports in  1951-1956 increase
world Demand in Japan
market increase exports
Japan's relatively superior industries
Cotton cloth 28 -41 ~-26
Clothing 24 +19 +208
Other fabrics 21 -9 +83
Cement 16 +10 +49
Chenmical fertilizer 14 +88 +969
Ships 13 +87 +502
Japan‘s relatively medium industries
" Iron and steel 10 +36 +26
Miscellaneous goods 10 +8 +127
Physical and chemical appliances, cameras 7 +52 +162
Rolling stock 6 +49 +704
Footwear 8 +25 +72
Bicycles ) +9 +21
Japan ‘s relatively inferior industries
General industrial machinery 2.8 +3 +87
Timepieces 2.2 +58 +13
"Electrical machinery and apparatus 1.6 +48 +1.05
Films 1.1 +45 T +67
Motor (excludes electro-motor) 0.9 +36 ~50
Agricultural machinery 0.6 -1 +133
Metal processing machinery 0.6 +28 +89
Automobiles 0.3 +37 +236

Source: Economic Survey of Japan (1956-1957)
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Table 14

EXPORTS TO ADVANCED AND UNDERDEVELOPED COUNTRIES (per cent)

1950 1951 1952 1953 1954 1955 1956

To advanced countries 29.3 23.9 29,0 24.0 23.6 28.9 29 .5
To underdeveloped countries 70.7 76.1 71.0 76.0 76 .4 71.1 70.8

Note: Advanced countries include U.S.A., U.K., Germany, Prame, Italy, the Kether-
lands, Denmark, Belgium, and luaxemberg.

Table 15

COMPARISON OF PRODUCTS OF INTENSIVE AND EXTENSIVE IABOR (per cent)

1934-1936 1951 1956
Intensive labor products 62 65 52
Extensive labor products 21 39 44
Others 17 6 4
Total 100 100 100

Note: Intensive labor product~~Foods, textile (excluding artificial fiber gooés,

furniture and fixture, precision machinery, leather, wooden work, and
sundries.

Extensive labor product--Chemical manufactures, coal and petroleum precducts,
metal, machinery, paper goods, glass products.

Others--Raw material, mineral fuels, specially treated goods.
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Table 16

INDUSTRIAL STRUCTURE

(a) Composition of numbers of establishments, employee,
and shipments by slze of establishment (per cent).

Less 300
than or
1-29 3-99 100-299 300 more -
workers workers workers workers workers Total

All industries:*

Establishments 8.0 1.6 0.3 29 .2 0.1 100
Workers 61.2 14.7 8.0 83.9 16.1 100
Manufacturing industries: ‘
Establishments 93.7 4.9 1.0 99 .6 0.4 100
Workers 41.5 18.7 12.9 73.1 26,9 100
Shipments 22,2 17.0 16.9 56 .1 43.9 100
]
Excluding agriculture, forestry, and fisheries.
{(b) International comparison 1ﬁ total industrial employment
by scale of industries (per cent).
1,000 or

1-19 20-49 50-99 100-199 200-999  more
workers workers workers workers workers workers Total

Japan (1955) 33.6 17.0 9.6 8.2 , 17.1 , 14.6 100
U.S.A. (1947) 7.2 8.7 0.1, 15.6% 2.6~ 32.8 100
U.K. (1949) 5.0 11.3¥ 101Y 13.0 325 281 100
a/ 100-249

b/ 250-999

e/ 1-10

d/ 11-49

e ° L] e o Q L[] o o [ ° [ L] o L] o L o ° L o o L] e L]

(c) Employment structure by industries (per cemnt).

1955 1956
Modernized industries 17 .6 22 .4
Intermediate " 19 .7 18.0
. Pre-condition " 62.7 59 .6

Total 100.0 _ 100.0

Note: Definition for stages of modernization are determined by the percentage
of workers among the engaged in the industry.
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Table 17

NARGINAL CAPITAL CO-EFFICIENT

1952 1953 1954 1955 Average
Primary Industry 1.6 3.7 3.9 1.3 2.6
Secondary Industry 2,5 3.5 3.4 3.4 S.2
Tertiary Industry 1.6 0.8 2,7 1.2 1.6
All Industry 2,0 2.1 3.7 1.9 2.4
Administrative Sectors 0.2 0.6 0.6 0.9 0.6
Total 2.2 2.7 4.3 2.8 3.0

Note: Ratio between total capital formation (including inventory) and
marginal increase of income (gross for same years).
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ECONOMIC DEVELOPMENT PIAN IN VARIOUS COUNTRIES

Countries Title of Plan Term Note
(Asia)

India S8econd Five Year Plan 1956-1961 Over-all developing
plan,

China (Formosa) Eccnomic Construction Four 1953-1956 Industrialization and

Year Plan self-gsustaired plan by
the help of U.S.
Philippines Five Year Economic and 1957-1961 Six per cent annual in-
Social Development Program crease in N.I. Revolv-
ing-type plan.

Indonesia Framework of the Five Year 1856-1960 Shows the basic direc-

Development Plan tion of development.

Malaya and New Five Year Development 1855-1959 By recommendation of

Singapore Plan World Bank,

Thailand Specialized programs for
road-construction, rail-
way, harbor, irrigation.

Burma State Welfare Program ;ggg:;ggz So-called ‘Pyidawtha
Program.' Beside this,
practical four-year pro-
gram.

Ceylon Six Yesr Programme of 1954/55 - Doubling of per capita

Investment 1959/60 national income.

Pakistan The First Five Year Plan 1955-1960 Twenty per cent increase
in N.I. Development Plan.

Vietnam Two Years Rehabilitation 1954/55 ~ Now setting new plan,

Plan 1955/56

laos Five Year Economic Plan 1953-1957 Now setting new plen.

: (Mainly is agriculture
and transportation.)

Cambodia Two Year State-Construction  1856-1957 Setting new five year

Plan plan.
Nepal Five Year Economic Plan Investments 44 willion

dollars.
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Countries: Title of Plan Term Note
Afghanistan the second Five Year Plan ?
Iran the second Seven Year 1955-1961 Mainly for agriculture
Development Program and public utilities.
Korea Now preparing by kasen
recommendation.
Okinawa Now preparing.
Japan New Long-Range Economic Plen 1257-1962 Over-all developing
plan (anncunced Decenm-
ber 1957).
(Europe) X
France the second Modernization 19564-1957 Modernization of in-
Plan dustrial equipment--
so-called Monet Plan (1),
Irsh Plan (2).
18567-1961 And now preparing the
third plan.
Italy Plan for the Development 1955-1964 increase employment and

United Eingdom

(Others) in Holland, Sweden, Norway, Denmark, and etc. have

of Employment and Income

Plan but make annual project in budget-season.

(Africa)

(America)

U. 8. A.

Ten Year Development Plan

development cf Southern
Italy~-so-called Vanoni
Plan.

Anmual project. Local
program under "'The Dis-
tribution of Industry
Act."

no Development

Include development Plan
in Sahara.

Annual project under

'Employment Act.’ Beside
this, Parrey Report, TVA.
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Countries Title of Plan Term Note

Brazil Amazon Development Five Year
Plan
Sanfransisio Valley Develop-
ment Plan
Colombia ‘ Progrem for irrigationm,
Venezuela railway, iron-steel fac-
tory, and tourist indus-
try.
(Communist Countries)
U. 8. S. R. the sixth Five Year Plan 1956~1960
East Germany the second Five Year Plan 1956-1960
Poland the second Five Year Plan 1956-1960 Revisged.
Czechoslovakia the second Five Year Plan 1956-1860
Hungary the second Five Year Plan 1956-1960 Revisged.
Romania the second Five Year Plan 1956-1960
Bulgaria the second Five Year Plan 1956-1860
Albania the second Five Year Plan 1956~1960
Comnmunist China the first Five Year Plan 1953-1957 Now in the second Five
Year Plan.
Mongolia the second Five Year Plan 1953~-1957
North Korea the first Five Year Plan 1957-1961
(International)

OEEC Program (Marshal Plan)
Colombo Plan



