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Abstract

This paper's purpose aims to survey and sketch a characteristic of new industrial change of Japanese
Economy.

The Japanese Economy shifted to export dependence type economy at 1980's because rationalization after
an oil crisis at the beginning of 70's had been done. Processing structure industries of export oriented type
and new service industries led Japanese Economy from that time to bubble economy period.

Firstly, Japanese Economymade a recovery from about 1993 after the collapse of the bubble economy, but
it seems that the cultivation of new investment opportunity has not yet been successful until today.

Secondly, international dependence of the Japanese Economy has been increasing little by little over 40
years. It is evident that this is a trend of the contribution rate of exports and imports.

Thirdly, we can see clearly that the relative importance of tertiary industry employee steadily increased,
absorbing the primary industry workers whose number dropped dramatically. In addition, the share of the
service industry increased, making it the new growth industry by multi-sectoral macro economic data (divided
into 23 sectors).

Forthly, today's characteristic of economy and society of Japan brought by a fundamental change of industry
structure, but the change in the industry structure becomes unclear and difficult to see.

1. Introduction

This paper's purpose is to survey a characteristic
of new growth type industry of Japanese Economy

by the macro economic data which can obtain easily.
And this paper also aims to sketch today's various

characteristics and problems of Japanese Economy
and society.

The Japanese Economy shifted to export depend-

ence type economy at 1980's because rationalization
after an oil crisis at the beginning of 70's had been
done.

* Faculty of Integrated Arts and Sciences, Hiroshima
University. (E-mail) ichi@ipc. hiroshima-u. ac.jp,
(URL) http://www.ipc. hiroshima-u.ac.jp / ichi /

Processing structure industries of export oriented
type and new service industries led Japanese Eco-
nomy at that time. It is a current characteristic
furthermore that a big change is not found yet in this
fundamental industry structure after bubble eco-

nomy.
Firstly, in the following, we survey a characteris-

tic of a business cycle of Japanese Economy after
World War II and position bubble business and scale
of the collapse specially in Section 1.

Weanalyze a change of the demand structure of
Japanese Economy by the contribution degree de-
composition successively.

In Section 2, we prove a law of Petty = Clark in
Japanese work force structure. We analyze charac-
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teristics of Japanese industry structure by macro
economic data divided into 23 sectors and classify
newgrowth type industry.

Finally, we enlarge a point of view a little and con-
sider a today's characteristic of economy and society
of Japan brought by a fundamental change of industry
structure.

2. The path of Japanese Economy after
World War II

2.1 Features of the business cycle of Japa-
nese Economy after World War II

This section will outline the major features of
Japanese Economy after world war II. Firstly,
figure 1 shows changes of gross national product of
Japanese post-war economy1'. The bold line graph

represents the amount of gross national product (in
units of one billion yen), while the solid line graph
shows the growth rate.

As you can see, the Japanese Economy has been
hit by several business fluctuations over the past 40

years.
Roughly speaking, it can be said that Japanese

post-war economy has experienced about 6 business
fluctuations.

1. Firstly, there is a period of rapid economic
growth from the time of Korean War in 1950
until the beginning of 1970s2'.

During this period, the Japanese Economy ex-
perienced a boom known as the "Toku-ju boom"

1) A data in the main text which does not have an
explanatory note is taken from the "Nikkei NEEDS
synthesis economy file" and "NEEDS Nikkei financial
affairs data" provided Nihon Keizai Shimbun company.
Processing of the data was done using the software
XCAMPUS Ver. 6 developed of Professor Kiyoshi
Saitoh of Kobe University of Commerce. For the
details of XCAMPUS, refer to Saito [3] [4] or visit the
XCAMPUS Homepage at (URL) http://xcsv.kobeuc.
ac.jp /xcampus/.

2) Of course, it is possible to class these past 20 years
more finely, however in this case, they will be collec-
tively referred to as the period of rapid economic
growth.

resulting from the Korea War3*. Immediately

after that, the economy experienced four big
business cycles known as Jinmu, Iwato, Olym-
pics, and Izanagi, and realized high growth of 5-
13%4).

This period in the Japanese Economy is gen-

erally referred to as the period of high economic
growth, and it is commonly agreed that it ran
fromabout 1955 until 1970 (that is, from the be-

ginning of Jinmu to the end of Izanagi business
cycle). Furthermore, another well-known phe-
nomenonof this period is the young man who

left the so-called Japanese farm village districts
and supported this high economic growth by
working long hours for low wages.

2. Next is the period known as the oil crisis.

The rise in the price of oil by OPEC due to the
fourth Middle East War, had a serious effect on
the Japanese Economy because of the importa-

tion of oil from American Major. The majority
of oil was supplied by the Middle East, how-
ever, at that time the international oil company
of Major handled the development, production,

circulation and sales. In 1960, in an effort to
gain control for oil, the oil-producing countries
formed the Organization of Petroleum Exporting
Countries (OPEC). Their aim was to increase

their oil income and to break away from under
the rule of Major. Using the fourth Middle
East, which broke out in October 1973, as an

opportunity, various Arab countries used reduc-
tions in production and export embargoes as
strategies of dispute resolution with Israel.

OPEC raised the price of oil by 21% in October
and 200% in December. In Japan, the price of
crude oil quadrupled, which in turn accelerated

3) In Japanese, "Toku-ju" is an abbreviation of special
demand. Of importance was the supply of resources
fromJapan by American force for Korean War in
1950. Made specifically, these resources included
individual consumption of the stationed soldier and
armycivilians, and the American defense allotment.

4) The Jinmu business era was from1954-58, Iwato
wasfrom 58-62, Olympic was 62-65 and Izanagi ran
from65-71.
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Figure 1 The Japanese GNP and its growth rate
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the situation of domestic inflation.
Figure 1 clearly shows that the first oil crisis

of 1973 reduced the Japanese Economy, which
until then had continued to be in a high growth
period, to negative growth. The first oil crisis
was the most serious blow to Japanese Eco-
nomyafter World War II.

In accordance with the political situation in-
stability in Iran in November 1978, OPEC an-
nounced a phased-price increase of crude oil in
December of the same year. This resulted in
the second oil crisis in 19795). However, this

influence does not appear to be very big in the
graph above.

During the period from the first oil crisis in
1973 to the second oil crisis in 1979, the Japa-
nese industry structure changed and even in
individual companies labour-saving moves such
as personnel reduction and rationalisation were
introduced (As will be explained later, this was
the breakaway from heavy and chemical indus-

5) Confusion in the Middle East countries developed
after that due to the 1979 Iranian Revolution and Iran/
Iraq War in September 1980.

try manufacturing, and the development of a
post-industrial society).

It is thought that as a result of this, the
Japanese Economy somehow managed to cope
with phased-price increase in oil. However,
for the 2 or 3 years following 1980, the Japanese
Economy recorded a low growth rate of 2-3%
and moved from high growth to a period of low
growth.

3. The third business cycle is the period of the
change from the high yen in 1985 to the bubble

economy.
In the 1970s, America with the influence of

the Vietnam War was in a state of stagflation
with low economic growth and inflation, and the
economy's performance worsened. In 1981
Reagan was elected president and in February
of that year he announced a plan to revive the
economy. Knownas Reaganomics, his policy
consisted of monetary restraint, a large reduc-
tion in taxes, small government realization and
the reinforcement of national defense. From
1982 America began to focus on business en-
largement of domestic demand, but the delay in
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the reduction of finance in spite of the tax reduc-
tions led to a financial deficit. Moreover, the
decrease in the saving rate due to the increase
in property value, along with the investment
excess, led to a rise interest and high dollar
resulting in a large current deficit. This Ameri-
can financial deficit and the trade deficit were
referred to as the 'twin deficit'.

In particular, the strong American dollar and
high interest made it difficult for developing
countries to pay off their debts. On the other
hand, after February 1983 Japanese Economy
made a recovery, but trade friction worsened
due to the increasingly large current surplus
resulting from export drive6*.

It was under such circumstances, that the
Advanced Five Nations Minister for Finance
Conference (G5) was held in September 1985,
and a mutual agreement regarding the correc-
tion of high dollar was reached. This was
known as the Plaza Agreement. As a result of
the agreement, the Japanese yen jumped from
1 dollar =230 yen in September 1985 to in
1 dollar= 160 yen the next year. However,
since the current surplus in Japan was not
corrected, Japan entered the the Heisei busi-
ness era as it was creating debate over domes-
tic demand expansion.

4. Fourth is the Heisei business era. As Japan
was in a recession due to the high yen, the bank
rate was reduced five times following the Plaza
Agreement. Because of this, the economy
made a recovery from the end of 1986 which
continued in the Heisei period.

The real economy of this period saw a
consumption expansion by an inflow of cheap
products from NIE countries, an increase in
overseas travel, consumption of high quality
consumer goods such as large color televisions,
high quality car, home facsimile, personal com-
puters and cordless phones. There was also

6) From this time, the closed practices of the Japanese
market became an object of strong criticism.

an increase in housing construction and work
stated on 1,730,000 houses, the third largest
number in history. Direct overseas investment
due to the high yen, new field advancement
according to diversification management in-
creased and an investment also made a recovery
from 1987 (refer to figure 2). Business expan-
sion of this time was equal in length to that of
the high growth period's Izanagi era.

However, in this period, financial assets and
land prices rose greatly. Then self-increasing
phenomenon of price had left largely from usual
assets value. This led to the bubble economy.

5. Fifth is the Japanese Economy after the bub-
ble collapsed. Due to speculative situation of
the bubble period, stock and land prices rose
dramatically. This, combined with the strong
yen, led to the price of land in Tokyo becoming
the highest in the world. However, after re-
cording 38,916 yen in on the Tokyo stock
market on December 29 in 1989, due to the
sudden fall of the yen and the rise of interest
rate, from January to October 1990 stock prices
fell by 48%, the largest recorded drop in his-
tory7'.

In addition, regarding land transactions, in ac-
cordance with the fundamental land law which
came into effect in December 1989, there was

a land tax reform. Due to this, tax revision
occurred in April 1991, and a land tax in ac-
cordance with land possession was introduced.

Furthermore, both income taxes for the land
transfer of an individual and corporation, and the
rate of corporation tax were raised.

In this way, due to the sudden fall in the yen,

the interest rate rise, tax reform and so on the
bubble economy burst away.

The situation in Japan's overall profit and loss

7) The mark rose suddenly after the collapse of the
Berlin Wall at the end of 1989. It is assumed that a
feeling of isolation of yen appeared and dropped sud-
denly. In addition, it is thought that an increase in
the bank rate from the end of 1989 influenced the in-
terest rate.
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Figure 2 Changes in items of demand
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Figure 3 Changes in profit and loss from stock and land transactions
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due to stock and land transaction at that time is
shown in figure 3. It can be seen that in 1990
a loss due to stock transactions, and in 1991 a
loss from land transactions suffered huge losses.
The loss from land was approximately 200 tril-
lion yen, while the loss from stock transactions
amounted to 300 trillion yen. This amount was
equal to over 65% of Japan's GNP.

After that, a look at the Japanese Economy
shows that loss filling by brokerage firm and
dishonest financing by banks was a reality and
one would have to say that the scratch left on
the Japanese Economy from the bubble period is
very deep.

That completes a rough outline of the history of
the Japanese Economy since World War II. After
the collapse of the bubble economy, Japanese Eco-
nomy made a recovery from about 1993 and the
investment environment also improved from about
1995.

2.2 Changes in the demand constitution and
the distribution rate of Japanese Eco-

nomy
Next we will examine the changes in the demand

constitution of Japanese Economy, which we looked
at in the previous section, in a little more detail.

Earlier in figure 2, we saw graphs of the GNP con-
stitution ratio versus consumption, investment, gov-
ernment expenditure, exports and imports, and the

features are as follows.
Firstly, the constitution ratio of consumption and

government expenditure either falls slowly or does
not change over these past 40 years81.

In contrast to this, there is a tendency for the
percentage of imports and exports to increase9'.

However, it seems that only the constitution ratio

8) The ratio of each is stable with the ratio of con-
sumption at around 60%, and that of govrenment
expenditure around 20%.

9) Exports were about 4% in 1956, but grew to about
16% in 1995 coming close to the constitution ratio of
government expenditure.

of investment is largely controlled by changes in the
business climate.

According to these from figure 2 we can assume
that, relatively speaking, the influence of govern-
ment expenditure on the Japanese Economy de-
creased, while the influence of trade items such as
exports and imports increased. Next, in figure 4,
we will examine what kind of demand item have
an influence on GNP growth and analyze the degree
to which the primary factor contribute to that
growth10*.

By simply looking at this figure alone, it is difficult

to tell for certain which demand item have changed
during the 40 years. Therefore, the data has been
changed into a contribution rate which is shown in
table 1. From this table, it is clear that, as ex-

pected, consumption and government expenditure
have only a relatively small influence. The con-
tribution rate of consumption was about 66% in

1957, but it declined to about 59% or 7-point in
1995. Regarding govrenment expenditure, the
contribution rate that was 25% in 1975 fell to 18% in
1995. On the other hand, the contribution rate of

exports increased from4% to 15% and the contribu-
tion rate of imports increased from 5% to 12%. It
is evident that this is a trend over 40 yearsll'. In

other words, you can see that international depend-

ence of the Japanese Economy has been increasing
little by little.

Finally, lets examine the national distribution rate
of the two items of wages (labour distribution rate)

and corporation profit (capital distribution rate).
These changes are shown in figure 512).

10) The contribution degree resolution formula is as fol-
lows;

Here, Y stands for the GNP growth rate, C is con-
sumption, / is an investment, G is government ex-
penditure, X is exports and Mis imports. To calcu-
late the contribution rate decomposition, both sides
are divided by the left side of the formula.

ll) Because imports are a deduction item, the value
here becomes negative.

12) The labour distribution rate and capital distribution f
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Figure 4 Decomposition of the growth rate of GNP by contribution degree
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Table 1 The contribution rate decomposition of
GNP growth

% c I G

2 5 . 1 3

X M

1 9 5 7 1 0 0 6 5 . 8 8 9 .8 5 4 .0 3 - 4 . 8 9

1 9 5 8 1 0 0 6 5 . 7 2 1 2 . l l 2 3 . 6 5 4 . 1 2 - 5 . 6 0

1 9 5 9 1 0 0

1 0 0

6 6 . 1 6 1 0 . 5 0 2 3 . 9 8 3 .9 1 - 4 . 5 5

1 9 6 0 6 5 . 6 4 l l . 7 5 2 3 . 7 4 3 .9 8 - 5 . l l

1 9 6 1 1 0 0 6 4 . 5 6 1 4 .6 1 2 2 . 4 5 3 .9 7 - 5 . 5 9

1 9 6 2 1 0 0

1 0 0

6 3 . 7 8 1 6 .9 5 2 1 . 8 5 3 . 7 4 - 6 .3 2

1 9 6 3 6 3 . 1 7 1 5 .8 4 2 2 . 8 0 3 .9 9 - 5 .6 0

1 9 6 4 1 0 0 6 3 . 2 1 1 6 . 2 6 2 2 . 9 9 3 . 9 2 - 6 . 3 8

1 9 6 5 1 0 0 6 3 . 0 4 1 7 . 6 8 2 1 . 6 3 4 . 2 2 - 6 . 5 7

1 9 6 6 1 0 0 6 3 . 0 1 1 6 . 8 0 2 1 . 8 0 4 . 9 5 - 6 . 5 6

1 9 6 7 1 0 0 6 2 . 7 9 1 6 . 7 4 2 1 . 8 7 5 . 2 3 - 6 . 6 3

1 9 6 8 1 0 0 6 2 . 4 8 1 9 .2 6 2 0 . 4 6 5 . 0 4 - 7 . 2 4

1 9 6 9 1 0 0 6 0 . 6 1 2 1 .2 0 1 9 . 9 8 5 . 5 3 - 7 . 3 2

1 9 7 0 1 0 0 5 9 . 7 8 2 2 .9 0 1 6 . 7 8 6 .0 2 7 . 4 8

1 9 7 1 1 0 0 5 8 . 1 9 2 5 . 3 9 1 8 . 2 2 6 . 4 3  8 . 2 3

1 9 7 2 1 0 0 5 8 . 7 4 2 3 . 4 6 1 9 . 0 5 7 . 1 7  8 . 4 2

1 9 7 3 1 0 0

1 0 0

1 0 0

5 8 . 9 5 2 2 . 9 7 1 9 . 5 9

1 9 . 1 4

7 . 0 0  8 . 5 1

1 9 7 4 5 9 . 3 7 2 4 . 3 2 6 . 9 4 - 9 . 7 7

1 9 7 5 6 0 . 1 6 2 3 . 5 5 1 8 . 3 2 8 . 6 0 - 1 0 . 6 3

1 9 7 6 1 0 0 6 0 . 8 8 2 0 . 5 0 1 9 . 6 1 8 . 2 9 - 9 . 2 8

1 9 7 7 1 0 0

1 0 0

6 0 . 2 4 2 0 .5 6 1 9 . 5 0 9 .0 8 - 9 . 3 8

1 9 7 8 6 0 . 0 2 1 9 .7 2 1 9 . 8 9 9 .5 9 - 9 . 2 2

1 9 7 9 1 0 0 5 9 . 9 2 1 9 . 4 6 2 0 . 7 6 9 . 1 2 - 9 . 2 6

1 9 8 0 1 0 0 6 0 . 5 0 2 0 . 1 2

1 9 . 9 5

2 0 . 1 6 9 . 3 5 - 1 0 . 1 3

1 9 6 1 1 0 0

1 0 0

5 9 . 5 9 1 9 . 2 9 1 0 . 6 7 - 9 . 5 0

1 9 8 2 5 8 . 6 8 1 9 . 7 2 1 9 . 5 2 l l . 8 5 - 9 . 7 7

1 9 8 3 1 0 0 5 9 . 2 5 1 9 . 2 1 1 9 . 0 0 1 2 . 0 1 - 9 . 4 7

1 9 8 4 1 0 0 5 9 . 8 0 1 8 . 3 1 1 8 . 6 4 l l . 8 5 - 8 .6 0

1 9 8 5 1 0 0 5 9 . 0 4 1 8 . 9 7 1 8 . 0 5 1 3 . 0 8 - 9 . 1 4

1 9 8 6 1 0 0 5 8 . 3 2 2 0 . 2 1 1 6 . 8 0 1 3 . 3 4 - 8 . 6 7

1 9 8 7 1 0 0 5 8 . 6 3 2 0 .4 8 1 7 . 1 0 1 2 . 1 7 - 8 .3 8

1 9 8 8 1 0 0 5 8 .5 6 2 1 .4 5 1 6 .8 3 1 2 . 2 6 9 . 1 0

1 9 6 9 1 0 0 5 8 .0 1 2 3 .5 4 1 6 .3 3 1 2 . 7 5 - 1 0 . 6 3

1 9 9 0 1 0 0 5 7 .9 3 2 4 .8 3 1 5 .7 3 1 4 . 1 6 - 1 2 . 6 5

1 9 9 1 1 0 0 5 7 .5 5 2 5 .5 9 1 5 .4 7 1 4 . 9 3 - 1 3 . 5 4

1 9 9 2 1 0 0 5 6 .7 2 2 5 .6 4 1 5 .2 7 1 5 . 0 7 - 1 2 . 7 0

1 9 9 3 1 0 0 5 7 .2 0 2 3 .4 2 1 6 .2 0 1 5 . 1 8 - 1 2 .0 0

1 9 9 4 1 0 0 5 7 .7 8 2 1 .5 0 1 7 .5 4 1 4 . 9 2 - l l .7 4

1 9 9 5 1 0 0 5 8 . 5 6 2 0 . 5 9 1 8 .0 7 1 5 . 2 3 - 1 2 .4 5

V

It is obvious from this that, with the exception
of 1961, the labor distribution rate is consistently
larger than the capital distribution rate. Besides
this, after 1970 the difference in the distribution
rates becomes larger and in 1994 the labor distri-
bution rate is 66% and the capital distribution rate
26%. In 1955 the labor distribution rate was 46%
and that of capital 44%, and so it is clear that labor
costs have become a heavy burden for the manage-

rate shown here take into account the receipt of in-
comefrom overseas, but do not include indirect tax
part and current transfer from overseas. Therefore
the total of each constitution ratio does not equal
100%.
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Figure 5 Changes in the national distribution rate

ment of corporations today.
It is natural that corporation profit is influenced by

business fluctuations, but it is generally known that
wages are comparatively sticky towards the lower

side. Accordingly, the labor distribution rate rises
at times of economic recession and does not fell that
much when business picks up. In figure 5, the

result of this theory is not shown precisely, but it
can be said that there is a trend that wages are
sticky towards the lower side.

In addition, it can be seen that, the rising trend of

the recent labor distribution rate, which began at the
time of the 1988 bubble economy, continued until

after the bubble collapsed. The high labor distribu-
tion rate, due to the increased wages supported by
the prosperity of the bubble economy, was main-

tained even during the Heisei recession. This
certainly suppresses management of corporations
and was an indirect cause of the 3% unemployment
rate at the time of the Heisei era recession13'.

13) It was well-known internationally that the Japanese
average unemploymentrate was very low at around
2%. Accordingly, the unemployment rate of 3% is
considered high for Japan.

3. Industry Structure in Japan

In the previous section we surveyed the changes
in Japanese economic growth and business cycles.
This section will briefly examine the characteristic of
industry structure.

3.1 Features of the work force structure
Figure 6 shows the Japanese work force structure

for the past 30 years.
In this case, primary industry means agriculture,

forestry and fisheries, while secondary industry in-
cludes the mining, construction and manufacturing
industries. The tertiary or service industry in-
cludes trade, transport, finance and public adminis-
tration. The well-known law of Petty = Clerk
states that with the development of industry, em-
ployee constitution changes in relative ratio mov-
ing from primary sector to the secondary sector and
then to tertiary industries. This is also true in the
case of Japan over these 100 years. If we look
at the 40 years following the war, we can see that
straight after the war the relative importance of ter-
tiary industry employee steadily increased, absorb-
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Figure 6 Changes in work force structure
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ing the primary industry workers whose number
dropped dramatically. The number of secondary
industry employee stopped rising and leveled off14).

If we compare the amount of individual production
(real) from 1970, it looks like figure 715).

Unlike the work force structure it is evident that

real production per capita (labour productivity) of
secondary industry is bigger than the other industry.

14) In addition to law of Petty = Clerk there are other
similar economy theories concerning changes in in-
dustry structure. For example, the classification of
Kuznets, Hoffman's law concerning the ratio of con-
sumer and investment goods industries, Rostow's de-
veloping stage theory which was formed when eco-
nomy accomplished advance by new industrial pro-
duction by leaps and bounds, development of expan-
sion and urbanization, Barnon's product cycle theory
which says that economic development makes through
three stages (introduction of new industry -åºenlarge-
ment of domestic market -*export expansion) are all
well-known.

Apart from this there is also Machlup's knowledge
information theory, the third wave of Toffler and the
post-industrial society/knowledge industry theories of
Daniel Bell of which attached great importance to the
development of information industry.

15) Indication from 1970 depends mainly on the limita-
tion of real value data.

This indicates the productivity and high value-added
nature of secondary industry. Figure 8 shows the
growth rate of this real production per capita. The

figure also indicates changes in the growth rate of
the industry as a whole.

It is clear from this figure that the change in the

growth rate of the primary sector is very dramatic.
Moreover, it appears that this change is not related
to a change in business. Primary industry is proba-
bly influenced by natural factors such as weather

conditions. In contrast, it seems that changes in
the secondary and tertiary sectors create changes
in the business environment. In particular, the

change in the secondary industry is always larger in
amplitude than the change in industry overall and
there is no doubt that it has a big influence on the
business situation of all industries. Another feature

of the change of tertiary industry is close to the
change of the whole industry.

This concludes the outline of the work force st-

ructure in Japan and the changes in this structure.

3.2 An overview of the industrial structure
In the previous section we discussed changes in

the industry structure on an overall level, here we
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Figure 7 Real products per capita
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Figure 8 Growth rate of amount of real production per capita
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will look at these changes in a little more detail.
Table 2 shows gross domestic product divided into
23 sectors and changes in the constitution ratio16'
(the numbers in the table indicate percentages).

The significant features of the table are as follows.
Firstly, beginning with agriculture, forestry and

fisheries, and then the mining, oil and other manu-
facturing industries, the share of traditional indus-
tries decreased over these 20 years17'. Furth-
ermore, the share of Japan's representative indus-
tries such as construction also fell.

Secondly, in contrast to this, the share of the ser-
vice industry increased, making it the new growth
industry. To be more specific, the service related
industries include trade, finance, real estate, private
services181.

After 70, it can be seen that post-industrialization
progresses in the Japanese Economy progresses
steadily.

Thirdly, in the manufacturing industry the trend
was for the share of electrical machinery and general
machinery to expand. It can be said that this was
due to the influence of increased consumption of
household items such as computer-related machin-
ery, large televisions, cellular phones and facsimiles.
Figures 9 and 10 show the production of these
growth-type industries by manufacturing related and
service related.

Fourthly, in the previous table it was shown that
the construction industry share fell, but as can be
seen figure 9, after the Heisei business era in 1986
production increases. This is proof of the intensity

16) GDP data from related statistics is used here.
17) The steel industry is included in other manufactur-

ing industries.
18) The service industry is divided into private ser-

vices, general government (mainly education and
medical care), public administration and private non-
profit institutions serving households. However, in
this case, apart from private services, all of the ser-
vices have been combined under the heading of public
services.

In addition, private service is usually divided into
business services and personal services, however this
distinction will not be used here.

on building investment of the bubble period.
Moreover, from this figure we can see that pro-

duction in the electrical machinery industries in-
creased more than production in other industries.
In particular, after the Heisei business era, it over-
took the production scale of transportation and gen-
eral machinery. The share to overall production is
not so large, but in the present Japanese Economy
there is no doubt that electrical machinery is an im-
portant manufacturing related industry.

Next, in figure 10, we can see that the private
service industry shows consistent growth. Even
looking at the total it is ahead of the other industries.
You can also see that from its share of production
and also from production growth the service industry
can be considered a key industry.

In addition, trade production increases according
to a similar trend. In particular, after the 1970s
small stores which, until then had been the nucleus
of department stores, changed dramatically with the
opening of large supermarkets and convenience
stores. This features is also reflected in the econo-
mic statistics.

Apart from this, total sales of real estate consis-
tently revealed a rising trend. In the Heisei era,
sales in the finance industry increased, but in late
years leveled off.

Finally, after 1980s the transport industry experi-
enced a remarkable spread in home delivery, but in
table 2 its share is more or less steady. With
regard to sales, after the Heisei era they remained
relatively unchanged.

That is the end of the outline of the changes
according to industry19*.

4. Today's position and some problems

with the Japanese Economy

The current situation of the Japanese Economy

may be summarize as follows.

19) In order to examine to closely analyse the volume
of production between industries, it is appropriate to
use data fromInput-Output table. However, due to
a lack of space this table is not included here.
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Figure 9 Manufacture related industry with growth tendency
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Firstly, the feeling of distrust among the people
with regard to finance and land assets created by the
bubble economy has not yet been wiped out. This

feeling is promoted by loss filling and dishonest

financing problems.
Secondly, since the time of the bubble, the culti-

vation of new investment opportunity in Japanese
Economy has not yet been successful. It is con-

tinually said that the information service industry has
been the new leading industry in Japan since 1980s,

however, as discussed before, economy statistics
indicate that this phenomenon is only beginning.

Moreover, the leading industries in Japan are still
processing structures-type industries such as cars
and electric machinery which are export-oriented20).

Thirdly, the change in the industry structure be-

comes unclear and difficult to see. One of the new
industry fields is the information service industry.
A significant characteristic of this industry is its

advanced knowledge-intensive nature. Therefore,
it is difficult to measure the investment effect. In

addition, because of this possibility that the industry
itself caused fundamental reform in other traditional
industries , these long-established industries experi-
ence growth once again. Due to these things, it is
difficult to understand the change in the industry

structure by looking at the economic statistics.
Fourth, there is a possibility that mastery of the

skills of traditional labor is lost with the development
of such knowledge intensive industry. Therefore,

the number of so-called traditional-type craftsmen
decreases, while in contrast, knowledge intensive
skills are required21'.

On the other hand, these mean that primary and

secondary industries decrease relatively and there is
a move to a full state22). We can see that this

20) Of course, it is not possible to ignore the influence
of the new industries, because computers and other
information-related machinery are included in the elec-
tric machine industry.

21) For example, ever nowsoftware industry engineers
are in short supply.

22) The Increase of the moratorium temperament of
young people, known as "freetor" phenomenonsug-
gests a full state.

"rich" state is breaking down the balance between
the nation's producer and life-style people/con-

sumers.
Fifth, it is possible that this change in industry

structure promoted the breakdown of the traditional
Japanese community. For example, with distribu-
tion revolution there was nation-wide development
of convenience store and large supermarkets. This

led to the disappearance of local-type small shops
and the urban-like situation appeared in many re-
gions. The breakdown of close-knit regional com-

munities meant that a new self-conscious type of
relationship forming was required among citizens.

Furthermore, the traditional organization and indi-
vidual contractual relationships needed re-examined.
However, these points were dealt only by people

individual efforts now.
Sixth, with the results above, presently in Japan

the spirit of the times is to devote oneself to
searching for Japanese originality and establishing a

Japanese identity. Untill now the Japanese econo-
mic system looked toward America as an ideal
model, but eventually Japan arrived at a stage where
realized what it had lost and what should be pro-
tected. It is likely that this identity search will

continue to strengthen in the future.

As discussed above, structural reform of the
Japanese Economy cannot be undertaken without
problems. Now the important thing is to establish
without delay a certain outlook which is very con-

scious of Japanese economic and social characteris-
tics.
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