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President Georges Pompidou

Following the death of the President of the Republic of France on 2nd April 1974, the following
message was sent to French Minister ofForeign Affairs, Michel Johert, by the Secretary-General
of OECD.

At the moment of the tragic loss which has so suddenly befallen the French
Nation, I wish to express to you, in my own name and in the name of

the Council of the Organisation for Economic Co-operation and Development, our
deepest sympathy and to assure you that these feelings are shared by the entire
Secretariat of the Organisation.

The Organisation for Economic Cooperation and Development is profoundly
saddened by the death of President Georges Pompidou while holding his high
office, the duties of which he discharged to the end with a courage and dignity
commanding widespread admiration and respect.

The Organisation remembers with great pride the visit of President Pompidou
in December 1970 and his inspiring message delivered on that occasion. The
Organisation is deeply moved by this tragedy which has struck the host country
of the OECD and which will be felt by the international community as a whole.

I would ask Your Excellency to convey this message of deep sympathy to
the Government of the French Republic and to the family of the President.

Secretary-General of OECD.

Georges Pompidou, President ofthe Republic ofFrance, host country to OECD, addressing OECD's Council on 14th December
1970, on the occasion of the Organisation's Tenth Anniversary.



OECD WORK ON

MULTINATIONAL ENTERPRISES

Although it is generally agreed that multinational enter¬

prises, with their capacity to mobilise resources on a
worldwide scale, have made a considerable contribution

to the economic growth and welfare of both the countries in which

they operate and those in which they are based, the rapid growth
in the number of these firms over the last decade and their

increased size and scope have also given rise to concern in many

quarters.

Discussions are taking place at national and international level (1)
about the potential of these firms to influence international trade,

industrial structures, competition, employment, the distribution

of key resources, and the structure of international capital move¬
ments. Concern has been voiced most recently the international

oil companies have become the focus of particular attention

about the relative economic power of the multinational enterprises
compared with that of some individual countries, the dependence
of certain sectors of national economies on decisions taken abroad,

the ability of these companies to adapt rapidly to changing cir¬

cumstances and the dominant position they may acquire.
Today it is widely recognised that the potential problem areas

connected with the functioning of the multinational enterprises
require both more in-depth study and, because of the international

nature of the firms concerned, international co-operation rather

than unilateral actions on the part of home and host governments.
After considerable discussion, the Member governments of OECD

have concluded that work to safeguard an appropriate framework

for international investment and, more specifically, work pertain¬

ing to the activities of multinational enterprises deserves high
priority. They have also concluded that the OECD with its

particular competence and expertise is the appropriate forum in

which to study the functioning of multinational enterprises,
especially activities within the territories of OECD. On the basis

of these general conclusions, the OECD Council has now set out

a detailed work programme; its purpose is to permit a comprehen¬
sive assessment of the question of whether increased international

co-operation is necessary and feasible to cope with possible

conflicts between the operation of the firms and government
policies.

The first step will be for the various competent OECD committees

to look into the problems and to determine the areas in which.it
would be appropriate and possible to establish guidelines for
increased co-operation between governments in their relations

with multinational enterprises or to set up standards of behaviour

(or a list of " considerations ") which would ensure co-operation
on the part of the enterprises themselves. In addition, efforts

to review the long-term impact of multinational enterprises on the
industrial structures of OECD Member countries, on international

trade and on development will be intensified.

The main areas of the immediate work programme will be:

Improved Information and Exchange of Infor¬
mation

At the present time there is no internationally comparable body

of information on the activities of multinational enterprises.

OECD, primarily through its Industry Committee, will see whether

a better basis for statistics on multinational enterprises can be
prepared so as to obtain internationally comparable data in
the long-term (2).

Short-term Capital Movements

The role of multinational enterprises in overall short-term capital
movements will be looked into by a special ad hoc Working Party
composed of experts on balance of payments and international
investment.

The Impact on Competition

OECD's Committee of Experts on Restrictive Business Practices

will develop its existing work on the effects of the multinationals'

internal transactions and marketing policies on competition, both
national and international.

Taxation

The growth of multinational enterprises has raised problems about
the taxation of business firms having international connections.

OECD's Fiscal Affairs Committee is already at work on a number

of possible problem areas such as transfer pricing practices (i.e.
the fixing of prices for inter-firm transactions) and the use of tax
havens and tax incentives.

Industrial Relations, Employment and Wages

OECD's Manpower and Social Affairs Committee will be concern¬

ed with the impact of multinational enterprises on industrial
relations in both home and host countries, the extent to which

redistribution of activities among countries generates instability
of employment and the influence of multinationals on wage levels
in the various host countries.

Transfer of Technology

Multinational enterprises by their very nature involve the transfer

of technology from one country to another, and this means of

transfer has become more important than transfer through patents
and licences. Little precise information exists on this matter,
and OECD's Committee for Scientific and Technological Policy
has been asked to study areas of particular concern.
The findings of the committees will form the basis for the next

step: drafting action-oriented proposals, including procedures for
consultation, as appropriate, for further consideration by Member
governments in OECD's Executive Committee in Special Session
and the Council. The work will be carried out in co-operation
with both advisory bodies of the Organisation, the Business and

Industry Advisory Committee (BIAC) and the Trade Union

Advisory Committee (TUAC). It is intended to reach this stage
of the work programme during the latter part of this year.

(1) In the ECOSOC, UNCTAD, the ILO and the EEC as well
as OECD.

(2) OECD's Industry Committee has issued a preliminary study,
" Interim Report on International Enterprises ", which is available
from OECD's Industry Directorate.



DANISH LABOUR

The Weed for an Active Manpower Policy

In Denmark as in all OECD countries, the attainment of full employment for its labour force has been an

important objective of government policy. It is one which has been largely achieved, an unemployment rate
of some 10 per cent in the Fifties having been reduced to from three to four per cent, at the same time as the
country has made a smooth transition from an agricultural to an industrial and service economy.

Overshadowing this progress has been a persistent balance of payments problem the deficit rose from 1.2 per
cent of GNP in 1960 to 3.6 per cent in 1970. Danish entrance into the EEC has given a boost to its agricul¬
tural exports, which had been previously directed mainly towards the UK, but has also brought an increased
need for its economy to be competitive in world markets. The productive deployment of manpower is a key
factor in the restructuring of the Danish economy to enable this need to be met.

At the invitation of the Danish government, a 4-man team has carried out a study of manpower policy in
Denmark for the Manpower and Social Affairs Directorate of OECD. Its tentative findings are here
described.

P^enmark will be faced with major manpower problems in
JH the next decade which will not be readily solved by

\_}W economic and fiscal policies or the play of market forces,
concludes the study by the examiners of Danish Manpower Policy.
An active labour market policy will be needed to maintain full
employment with reasonable price stability and balance of pay¬
ments equilibrium.

Despite the fact that Denmark enjoys the advantages of compact
size, good communications, a well-educated, adaptable labour
force, and a tradition of craftsmanship and commercial expertise,
the training and deployment of labour with new skills must be
coordinated to be effective in meeting the needs of a rapidly

changing economy.

Flight from the Farm
In the last twenty years, the structure of the Danish economy has
changed from predominantly agricultural to one in which industry,
the building trades, and especially the service occupations (2) play
a major role. During this period, the movement of workers
from farms to city, particularly to Copenhagen, has taken place
relatively easily, without a great deal of government intervention.
Now, as the demand for goods and services continues to increase,
agriculture and fisheries can no longer provide new labour reserves,
and it is difficult to switch labour from highly paid or protected

sectors to those economic activities which contribute to exports or

help reduce imports. Thus the less sheltered productive sector,
vying for labour with the service and public sectors and the
building trades (3), must either raise wages with consequent
damage to its competitive position, or suffer shortages of labour.

No Foreign Workers

Other factors have contributed to labour shortages the post-war

baby boom has ended, working hours have been reduced, holidays
lengthened, young people stay in school longer, workers retire
earlier. And unlike such EEC partners as Belgium, France and
Germany, Denmark has specifically eschewed the large-scale import
of foreign workers. Says the report, "In Denmark, the social
problems which might result from large scale immigration have
seemed so serious in the Danish context that there has been little

opposition from the side of industry to the official policy of very
restricted immigration (in practice only nationals of other Nordic
and EEC countries)".

Keeping Down Costs

The team notes that policy makers in OECD countries were and
still are in need of measures to contain rapid cost increases.

Sometimes they have been inclined to accept that a higher level
of unemployment would help reach the increasingly important

(1) To be published later this year by OECD together with the
Manpower and Social Affairs Committee's summary and conclu¬
sions. This will be the fourteenth in the series of such Country
Reviews.

(2) Danish commitment to social welfare policies largely accounted
for a rise in employment in the service sector from 21.8 per cent of

the total in 1960 to 41.3 per cent in 1970. In that decade almost
one-half of all new jobs were channelled into the service sector.
(3) Most Danish observers, with the natural exception of concerned
labour unions, agree that the building trades siphon off too great a
percentage of skilled Danish labour, so highly paid as to discourage
its transfer to export-producing industry.



goal of price stability. "It was not that anyone was particularly

attracted to the idea of having more unemployment; rather it was

a question of a choice between two almost equally disagreeable

alternatives. The neat and apparently incontrovertible unem¬
ployment/wage-increase relationship seemed to provide a useful
basis for policy. In this process, the real and practical aspects of
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4. To work out surveys relating to supply of and demand
for manpower.
5. Administrative powers.

T
APPROXIMATELY 350 LOCAL

EMPLOYMENT EXCHANGE OFFICES

Duties: Employment exchange and certain statistical
functions



the working of labour markets were ignored. In fact, an increase
in labour supply has not reduced pressure for wage rises." This
is particularly true in Denmark where a great many people
(525,000 in 1971) are employed in the public sector. Private
sector tertiary occupations also account for a substantial proportion
of employment (750,000). Thus there are two sizeable blocks in
the labour force with their employment opportunities insulated from
anything but the most severe reductions in overall demand level
(numbers in private production sector amounted to 1,130,000).
In. addition powerful wage bargaining employee' organisations
keep up pressure for high wages.

The Instruments of Policy
The report suggests that to meet the needs of the future, present
policies will need to be expanded and diversified. Alongside a
capacity for training greater numbers of workers, for example,
there must also be a capability of changing the content of training
courses to meet fluctuations in the demand for labour. To prepare

and direct operations of this sort requires a different sort of
administrative machine in which both sides of industry are given

a due share of responsibilities, so that public support is forth¬
coming, and in which the manpower measures are coordinated with
other aspects of government policy.
The OECD examiners point out that there are different ways to
arrive at this administrative structure: the existing Ministry could

be strengthened and developed; another well established Govern¬
ment Department like Education or Finance could be given
responsibility for manpower; a new Ministry could be created; or
a tripartite policy-making and executive agency could be set up.

Passive Approach
The Committee noted that over two thirds of the expenditures

devoted to manpower in Denmark were directed to what it called
passive measures, principally unemployment benefit payments, a
proportion which would be greater if the unemployment insurance
funds covered the whole of the labour force rather than the half

it now does.

"While there is always a need for unemployment benefits in a
manpower programme, so that the fractionally unemployed can
maintain reasonable standards of living while searching for work,

it is the experience of many countries that it is more productive to
alter the balance of the manpower budget towards programmes to

encourage unemployed and potentially unemployed to fit them¬
selves for new jobs."

Public Employment Service
The Public Employment Service (Arbejdsformidling or AF) was
created in 1969 and is one of the newest in OECD countries.

Prior to that, a placement service was provided by some sixty
approved unemployment insurance funds, many of whose officials
have moved over and now largely staff the new service.

The creation of the national service has expanded occupational

and industrial coverage, which previously had been mainly limited
to the 50 per cent of the labour market within the ambit of the
insurance funds. A high percentage of its referrals were to
domestic and service jobs which tended to be for short periods.
There was little incentive for workers to use the service to change

jobs.

The report mentions a number of ways of improving the perfor¬
mance of the Arbejdsformidling starting with its concentration

into fewer than the present 300 offices and more judicious use of
staff, grouped into specialist functions. Also proposed is more
intensive staff training and such innovations as open access to a

full display of vacancies, free telephone service so that job appli¬
cants can contact employers directly, and free staff for less routine
functions, and contributing to the absorption of marginal groups
into the labour force.

The OECD examiners noted that the labour force had increased

by some 25,000 annually since 1960, but that future increases
would depend heavily on attracting married women into jobs.
Action being taken to this end includes informing women of job
possibilities, drawing the attention of firms to ways in which this
potential can be harnessed, such as re-arrangement of working
hours, provision of nursery facilities, free transport, etc.

In a larger context, the OECD experts feel that in the future
manpower policy is likely to be concerned to a greater extent with
measures to make work more productive yet less tiring, and easier
to take up and leave off, as well as the enrichment of jobs and
improvement of the working environment. It should encourage
incentives for workers to change jobs and physical location.

Training
The training system in Denmark is not keyed into overall economic
objectives, the examiners note. Expressing concern over the
government's intention to reduce the rate of increase in training
expenditures up to 1976, they recommend that more flexibly and
broadly based forms of training be instituted, if necessary at the
expense of its more traditional forms.

In a modern society, the examiners point out "it is possible to
combine great flexibility in the labour market with full employ¬
ment and greater equity in income distribution in short that
with selective manpower policies it is not necessary to retain defen¬
sive protection devices because they are replaced by opportunities
to move out of overmanned occupations at an early stage and at

no appreciable cost to the individual".

Denmark is currently discussing training reforms, the first of which
will aim at modernising the apprenticeship system and linking
it more directly with the compulsory school system. The last
year of school, for those not intending to go in for higher educa¬
tion, would be a year of broad vocational education, followed
by a modular form of training in the selected industry branch or
occupation group. The OECD experts feel that complementary
measures are needed to provide access to the new system to those
already in semi-skilled or unskilled jobs. They feel that training
should not be confined to the young, but should provide all age

groups with greater possibilities of switching careers or advancing
in their career.

The study praises the Danish system of short courses (2-3 weeks)
for semi-skilled workers which can be used as "modules" in a

longer span of training. It suggests that such a system be extend¬
ed to more skilled occupations, interspersing each module with
a period of practical application on the job. This might go some
way to overcome the reluctance of older workers to engage in
training because of its "back to the classroom" associations.

The Manpower Committee concludes that the Danish traditions
of democracy and devolution of decision-making could lead to
an increase in local rather than central government control of

manpower programmes. The problem would then be to reconcile
such decentralisation with national objectives and at the same time
assure maximum freedom of choice and of movement for individual

members of society.



STRATEGIES FOR

INNOVATION IN EDUCATION
To date there has been little systematic evaluation of the important changes being made in schools

in their curricula and teaching methods, in student participation and community involvement
in their relations with local and central governments. Now OECD's Centre for Educational Research and

Innovation (CERI) has made such an assessment : twenty four research workers have
studied seventeen cases of educational innovation in the school itself, at regional and at national level (1 ),

have diagnosed the reasons for success and failure of the reforms and probed the conditions
under which planners, administrators and teachers can work together more effectively. The following is

a summary of some of the findings of this analysis by Per Dalin who was the CERI staff
member responsible for developing and supervising the project.

Almost all OECD countries are now experimenting on a
large scale with new educational approaches, ranging
from major educational reforms (e.g. comprehensive

schools or recurrent education) to curriculum reforms, changes
in examinations and in administration and organisation of the
educational system.

Some countries have developed national councils for innovation

in education whose purpose is to establish national priorities
and support for innovative activities. Such bodies have been

in operation for some years in Sweden and Norway, and re¬
cently the National Institute of Education was established in

the United States. The mandates and the organisational
structures of these "councils" differ, in part reflecting different
national and local conditions, but they have in common an
overall national responsibility for encouraging continuous
reform of the whole educational system.

Almost all OECD countries are now establishing networks
of centres devoted to research and development, and some are
also setting up centres for the dissemination of educational

innovation. Although most of these centres are relatively
young (five to ten years), they are promising attempts to deal
more systematically with demands for educational renewal.

Regional development centres and teacher centres based on

local resources and development needs have been established

in a number of countries, particularly in the last five years.
The United Kingdom has at present about 700 teacher centres;

the Netherlands have established a network of pedagogical
centres; some states in the United States are experimenting
with learning and teacher centres; the Nordic countries have

developed pedagogical centres and regional development units;
Switzerland already has several local development centres,
and plans are under way for similar institutions in Germany.
Their mandate, method of work, institutional policy and relation¬
ship to other institutions differ considerably within the country
and from country to country, but their potential for local initia¬

tive in educational renewal is high. This very rapid growth

of local support structures for the innovative process is one

of the most striking of the trends to emerge from OECD's study.

At the level of the school the role of the teacher is changing
as a result of new approaches to curriculum. Participatory
decision making in schools is changing roles and role relation¬
ships among students, teachers and headmasters. Mean¬

while decentralisation of decision making is altering the relation¬
ship between central and local authorities. The inspectorate
in some countries is changing its traditional emphasis on control
of instruction to one of providing the resources for the process
of change. The trend towards developing local teacher centres
and similar institutions has created new support functions and
changed agent roles.

Barriers to Educational Change

The CERI case studies indicate that all significant innovations
will face substantial obstacles because they alter the power
relationships within the educational system, and often bet¬
ween the system and other sectors of society (e.g. the church,
the social sector and the economic sector). Several kinds of
obstacles become evident from analysis of the case studies :

Value Barriers

Since individuals and groups differ in their values and basic

assumptions about the role and function of education in society,
any shift in priorities resulting from innovation will have to

deal with these value conflicts. Such changes as moves
towards racial integration, the integration of disadvantaged
children into normal schools, the introduction of sex education,

(1 ) Four volumes have been published under the title "Case
Studies of Educational Innovation": / "At the Central Level",
II "At the Regional Level", III "At the School Level" and IV
"Strategies for Innovation in Education" .



The " open architecture " of Countesthorpe College in the United
Kingdom is intended to encourage individualised learning, inter¬
disciplinary work and " the kind of atmosphere where people can
have a go ".

changes from clear authority structures to participatory systems
clearly involve such conflicts of values. Changes that impli¬
citly alter the relationship between education and society
the introduction of comprehensive schools for example imply
a redistribution of resources and a shift to objectives not easily

accepted by all (towards "equality of educational opportuni¬
ty" for example and away from more traditional teaching/learn¬
ing goals).

Power Barriers

Some innovations now under way in secondary schools assume

the integration of vocational training and the more theoretical
upper secondary schools. Such innovations are difficult to
achieve, partly because the traditional authority structure has
to be changed. Who is to be the head of the integrated school,
the lycee principal or the director of the vocational school?
.Should all students and teachers enjoy the same working condi¬
tions? How would the teacher unions react, and which of

the many teacher training institutions would be responsible for
the training of the new teachers? Even a relatively simple
innovation like this one raises a number of seemingly trivial

but in reality important issues and represents changes in the
structure of authority within the system and between the edu¬
cational and other sub-systems of the society. Since the
CERI case studies indicate that one of the most influential fac¬

tors in the change process is the nature of the participating
groups {who participates in what way in the process), this ques¬
tion of authority is fundamental.

Practical Barriers

Many innovations fail because they are badly managed, because
they are introduced piecemeal into a system which is not change
oriented or because they do not take into account necessary

conditions for successful implementation. Insufficient atten¬

tion may be given to institutional and personnel policies, to
financial incentives to change, to the repercussions of innova¬
tion on the rest of the educational system and on other sectors.

Psychological Barriers
Resistance in personalities, the tendency of individuals to
maintain the status quo, rather than to choose the uncertainty
of innovative practices, is regarded by many psychologists as
a main barrier to change. There is certainly evidence for the
fact that such resistance operates in most cases of innovation.

OECD'S CASE STUDIES

OF EDUCATIONAL INNOVATION:

1. At the School Level

Countesthorpe College, United Kingdom.

The Experimental Gymnasium, Oslo, Norway.

Thornlea School, Ontario, Canada.

Rodovre School, Denmark.

Tapiolan School, Finland.

2. At the Regional Level

Leicesteshire, United Kingdom.

Devon, United Kingdom.

Wetzlar, Hess, Federal Republic of Germany.

York County Board of Education.

Malrno, Sweden.

3. At the Central Level

The Schools Council, United Kingdom.

The Ontario Institute for Studies in Education (OISE),

Canada.

The National Council for Innovation in Education

(NCIE), Norway.

The New Jersey Administration, United States.

The National Board of Education (NBE), Sweden.

The Bavarian State Institute for Educational Research

and Planning, Germany.

Research for Better Schools Inc. (RBS), United States.



In overcoming such psychological resistance the most important
factor would seem to be for the individual to see some mean¬

ing for himself in the effort to change.

Strategies for Innovation in Education

The CERI case studies discuss three main strategy orientations
that are being used :

Political-administrative Strategies
So far, most educational systems have been regulated and
developed through use of political-administrative strategies:
new laws and regulations to institute educational reforms;
economic resources to support implementation; and modified

incentive structures to facilitate the process.

Such strategies are important for the initiation and adoption of
innovations, in particular when redistribution of resources is

involved (e.g. integration, or comprehensive schools), but
the political-administrative strategies seem to have limited

effects in developing, implementing and disseminating these
innovations. At these stages of the process individual
behaviour and institutional practice have to be modified if
real change is to occur.

Empirical-rational Strategies

Increasingly, systematic use of research and development, per¬
sonnel training, systematic selection procedures, information

systems and systematic management have been applied to
educational change. These strategies which have been insti¬

tutionalised in some OECD countries, can provide support at
the development, dissemination and implementation stage of
the innovation process within the framework of political-
administrative strategies.

Normative-re-educative Strategies
Basic to both of the above strategy orientations is the use of

external authority and resources. But individuals and groups
need to develop their own "innovative capacity" if they are to
internalise basic changes. There is a danger of being "invad¬
ed" by "innovations" if due consideration is not given to ques¬
tions of values, power, roles and relationships. It is necessary
to develop a capacity in all schools to critically assess daily
experiences, to relate this experience to possible innovative
solutions, and to create conditions in the group for the adoption
and development of new practices.

Basic to the normative-re-educative strategies is the develop¬
ment of a group "climate" and the creation of internal openness.
Several techniques such as sensitivity training and organisa¬
tional development have been used to help those involved
change their normative orientations and to secure commit¬

ment to new patterns.

Thus reaching innovative objectives requires a combination
of strategies depending on the stage of change that has been
reached and involving several institutions at different levels

of the educational system.

The Implications

Most of the energy being devoted to education is concentrat¬

ed on the maintenance of the existing system with very little

left over for the initiation, development, dissemination and
implementation of innovations. The problem of innovation
in such a structure is to ensure that the roles and functions of

individuals and institutions in the system, financing principles,
incentives, rules and regulations and expectations both within
the system and in society at large support systematic and
planned efforts to bring about change. Research and develop¬
ment can play a key role in this process. The CERI case ana¬

lysis shows that problem identification is a very weak link
in innovative efforts. Attempt to clarify the individual situa¬
tion and translate the needs discovered into innovative efforts

is an important task for research.

The translation of research findings into practice through applied
research and development efforts has proved its worth in several

cases. More and more researchers are directly involved in
working with teachers and students at the "grass roots" level
so as to provide the educational system with the information

and criticism that is necessary to the learning process.

It seems important for all countries to have a national innovation

policy, which can redefine the nature, the objectives and func¬
tions of education in its social and economic context. Without

such a national policy the individual learner, the school and

its staff would be hampered by outdated laws, regulations
and requirements, because the structure itself is the main

mechanism of control upon the individual. The national

innovation policy should not be concerned with one stage of
the process (e.g. only "development"), or only one type of
innovation, but should, after analysis of the entire educational
system, create the conditions which will be conducive to

successful innovation in the system.

A case is also made in the CERI analysis for a local innovation

policy, which should aim to facilitate a continuing dialogue
in the schools themselves, and between schools and the regional
and central bodies. Careful consideration should be given
to those aspects of the policy which encourage a problem-solv¬
ing attitude and an innovative climate. If schools are given
major responsibilities for their own institutional changes, the
innovation process in the schools may be the most important
learning process for teachers, students and others who parti¬
cipate in it.

An innovative support structure is also required to assist in

the process of innovation. Local teacher centres already
successfully initiated in some countries and research and deve¬

lopment centres may provide such support; a national infor¬
mation network that can be used by students, parents, teachers
and the managerial group is also desirable.

A national discussion of priorities and means in the context of

a critical analysis of the present educational structure is needed

before precise strategies for innovation are chosen. The CERI

analysis stresses the role of the individual in the process.

The change from a rather stable system to a system of "rolling
reforms" does not necessarily mean that the people involved
in the learning process will experience improvement. In spite
of the best intentions, innovation may have unintended effects
which create severe problems for students, for teachers, for

managers and for others. It is critical that the process of

innovation be looked upon as an ongoing learning opportu¬
nity for all. Such an orientation implies an open dialogue
within the system. This in itself is an important innovation,
difficult to achieve, but is perhaps the only possible basis if
individuals are not to feel that they are "invaded" by change,
but rather that they can benefit in some sense from the process.
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Ten years ago on 28th April, Japan joined OECD,
the first country outside of the European and American continents

to do so.

Japanese policies and achievements have been of great interest
to other OECD countries in the intervening years,

while Japan's membership in OECD gave stimulus to new orientations
in that country's policies. The following set of articles will

highlight a number of these issues. They are introduced
by statements from the Japanese Minister of Foreign Affairs,

Masayoshi Ohira,
and the Secretary General of the OECD, Emile van Lennep.



JAPAN

FORESEES

GREATER ROLE

FOR OECD
by Masayoshi Ohira, Foreign Minister of Japan

On the 28th of April 1964, Japan became a full Member
of the OECD. I was at that time, as Minister for

Foreign Affairs, directly responsible for the negotiations
concerning our admission to the Organisation. As Japan's full
participation in the OECD was achieved not without difficulties,
the occasion was quite memorable and brought great pleasure
to me.

Now, on the occasion of the tenth anniversary of our membership,

I observe with deep satisfaction the fruitful results of our parti¬
cipation in the activities of the OECD, which have been far
beyond our initial expectations. I also take delight at the prospect

of a still closer relationship between Japan and the Organisation

in the years ahead.

As Japan progressed towards economic recovery and

development during the post-war period, it was a

basic policy of the Government to seek active parti¬

cipation in as many international cooperative economic activities

as possible. One of the most important means to realize this

national policy was, of course, to join the major international

economic organisations, and admission to the IMF and the GATT

in the 1950's represented a great step forward in this respect.

When the OECD was formed in the beginning of the 1960's, it

was therefore logical, in the light of the objectives sought by

the Japanese Government, for us to seriously consider the possi¬

bility of participating in the new Organisation.

At that time, it was generally recognized that the OECD was

born out of the international cooperation for the post-war recon¬

struction of a region to which Japan did not belong. Notwith¬

standing this historical background, the Organisation was basically

characterized as a body which would enable cooperation among
the advanced industrial countries which shared the common

belief that a market economy is the best economic system.

Acknowledging this feature of the OECD, we wished to parti¬

cipate in the Organisation and to make a meaningful contribution

to its activities, since Japan subscribed to the same system, and had
already begun to experience remarkable economic growth as an

industrialized country. Our wish was further strengthened by

the fact that Japan had been one of the original members of the

Development Assistance Group which was to be later incorporated

into the OECD as a subsidiary body (the Development Assistance

Committee).

Final fulfilment of our wish came about when we were granted
admittance to the OECD in 1964.

As we take stock of the decade of our membership in

the OECD, we cannot but congratulate ourselves on

the immense and multifarious benefits we have gained.

These benefits were made possible in no small measure due to

the distinctive characteristics of the Organisation, the more salient
of which I would now like to call to mind.

The first and foremost characteristic of the OECD is its function

as a forum for the free exchange of views among its members.

This has its roots in the ideals of international economic coopera¬

tion which are embodied in the OECD Convention; based on

the so-called confrontation system inherited from the OEEC

days, it provides a framework within which policy-decisions are

mutually influenced through constructive dialogue.

The discussion which takes place in various committees and

other bodies of the Organisation enables constructive interaction

to occur between the views and experiences of member govern¬

ments and is therefore more than a mere exchange of factual

information. Through such a process we are better able to

appreciate the basic premises as well as various other factors

which influence the policy formulation of other governments.

We must also take into account the fact that the exchange of views

in the OECD does not as such directly lead to any binding commit¬

ment on the part of participating governments. In other words,

what takes place is not negotiation but consultation. This no

doubt helps to create an atmosphere conducive to mutual under¬

standing, facilitating the eventual harmonization of different
national interests, which is to say international cooperation in
its truest sense.
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This exchange of views in the OECD also contributes to the

smooth functioning of the activities of other international orga¬

nisations. As an illustration of this point, it would suffice to cite

the part the OECD played in the establishment of the generalized

system of tariff preferences for the developing countries, which

constitutes an important advance in the field of development

cooperation.

Another feature of the Organisation is its adherence as

a body to the free market principle, which I referred

to earlier. Since the system of market economy

entails, as is generally recognized, the principle of free international

transactions, the OECD stands for greater liberalization in various
fields of international economic relations.

Thus for our country, participation in the OECD gave added

impetus to the internationalization of our economy which has

been pursued consistently since the War. In the initial days of

our membership the Japanese Government implemented libera¬

lization measures in the fields of shipping and tourism. Succes¬

sive steps to liberalize inward direct investment over the years

were also taken, the latest of which was put into effect in May
of last year. All of these measures taken by Japan were obviously

closely connected with our entry into the OECD.

Thirdly, the OECD, while made up of advanced industrial coun¬
tries, does not merely serve the interests of its members. Rather,

one of the aims of the Organisation as explicitly stated in the
Convention is to strive to "contribute to sound economic

expansion in Member as well as non-member countries in the

process of economic development".

As I mentioned earlier, our country had been actively taking part

in the activities of the OECD in the field of development assistance

even prior to its formal admission to the Organisation.

Thus, by assuming full membership and consequently a share

in the Organisation's responsibility toward the developing coun¬

tries, we reaffirmed our resolve to assist in the economic develop¬

ment of these countries. This is amply reflected, I believe, in

the substantial improvements in measures concerning develop¬

ment cooperation which we have taken during the past decade.

Our country has derived great benefits from the effec¬
tiveness of the OECD as an institution for international

economic cooperation. However, it would be telling

only half of the story if I failed to mention the continued efforts

we ourselves have been making to live up to the ideals of the

Organisation and to ensure to the fullest extent possible that our

participation is beneficial for both ourselves and the OECD.

Both before and for a time after our admission to the Organisation

there were in fact some doubts in our country as to whether we

could participate effectively in the activities of the OECD in view

of our economic and social situation at that time. Moreover,

I would presume that within the Organisation itself, there were

fears, as well as hopes, concerning the infusion of "new blood"

as it were into the already well-established institution, which the

admission of Japan, a non-Atlantic country, represented.

Under such circumstances, the task entrusted to those in our
Government who were concerned with the various activities of

the OECD was formidable, and they made sincere efforts to render

our participation meaningful. This positive attitude has been
consistently encouraged since then.

I am glad to note that our efforts have been well acknowledged

by the OECD. As OECD's Secretary General Mr. van Lennep
has often stated, Japan has now become an indispensable Member
of the OECD.

It is perhaps in recognition of the importance which we attach

to its activities that the OECD has allowed several of its meetings,
among which were the 1970 Industry Committee and the DAC

High Level Group, to be held in Tokyo, deviating from the general
rule that OECD meetings be convened in Paris.

Another important event in 1970 was the OECD's participation
in "EXPO 70" in Osaka, which was, I understand, unprece¬
dented in the history of the OECD from the point of view of
public relations. The OECD Publications Centre in Tokyo

which was inaugurated by Mr. van Lennep in June 1973, during
his visit to Japan, is a further example of the direct contact which

the OECD has established with the Japanese public.

These activities of the OECD in Japan contribute greatly to further¬

ing an understanding of the Organisation and its objectives on

the part of our general public. Such public relations efforts are

particularly important since the OECD meetings are in principle
not open to the public, which we of course recognize as necessary
for the effectiveness of a forum for intergovernmental cooperation.

Today, the world economy is, as is evident to all of us,

at a critical turning point. There are many important

factors contributing to the emergence of the present

situation, one of which is the increased degree of economic inter¬

dependence among nations. In view of this fact, it becomes

incumbent on all nations to strengthen their efforts for international

cooperation in order to cope with the various problems confront¬

ing them.

The OECD, having as its basic aim the furtherance of international

economic cooperation, is called upon to play a greater role than

ever before. Accordingly, our country is expecting increasingly
more from the work of the Organisation.

I note with great pleasure that the OECD is, indeed, already

making an important contribution to assisting the adjustment of

member countries to this changing international economic situa¬
tion.

One example of this is the role the OECD played in the formula¬

tion of the notion that the efforts of surplus countries in the

balance of payments adjustment process, are as important as the

discipline required on the part of deficit countries. It is generally

acknowledged that this new concept in the history of international
economic relations owes much to the now famous work in the

OECD on the balance of payments adjustment process, which
was concluded in 1966.

Just as the world economy is undergoing a series of develop¬

ments the economies of individual countries are expe¬

riencing a period of change. In our own country, the

economy has been continuously expanding at a rapid rate since

the latter half of the 1950's. Rapid economic growth, however,
has not been without unfavourable side-effects, and new problems

such as inflation and environmental pollution confront us.

In coping with these new issues, we were aided by the OECD's

13



activities, which were influential in promoting concern over the

"quality of life" or, in other words, the notion that economic

growth should not be considered as an end in itself but as a means
for the achievement of a better way of life. In this respect, the

timely establishment of the Environment Committee in the OECD

and the Committee's subsequent activities merit special mention.

The greater degree of interdependence between individual eco¬
nomies necessarily increases the interrelationship between various

economic phenomena. This makes it necessary for the inter¬

national community to formulate policies which are mutually

consistent and which keep in view this interrelationship.

The OECD has met this new challenge by introducing in recent

years the so-called "horizontal approach", which I believe is

of significance. I should like to pay tribute to the timely initiatives
of the OECD in this respect.

Another important example of the OECD's response to the
challenges of the changing international economic structure is

the establishment in 1971 of the High Level Group on Trade and

Related Problems. The Group's report and the establishment

of a new forum, the Executive Committee in Special Session,

based on the proposals which it contained, are highly regarded

in Japan. One of the many important issues which have already

come under the purview of the Executive Committee in Special

Session is the work on the strengthening of the framework for

international cooperation on international investment and multi¬

national enterprises which is, I understand, being carried out as

an interdisciplinary effort in the OECD. We are looking forward
to seeing fruitful results from this exercise.

F'll^lhe energy problem which confronts all nations of the
world today is yet another result inter alia, of the growth

of the world economy, and one of global and funda¬

mental importance. The OECD recognized the significance of

this problem even before the emergence of the "oil crisis"
and has initiated the Long-Term Energy Study. This is indeed

an example of remarkable foresight on the part of the Organisa¬
tion, which has no doubt strengthened the trust member govern¬

ments already had in the OECD.

The outbreak of the "oil crisis" has shown that energy prob¬

lems have emerged much more rapidly and with much greater

impact than was expected several years ago. This unexpected
development poses us new issues which can only be solved through

further strengthening of international cooperation, not only in
the field of energy but in a wide range of economic fields such as

economic policy, international finance, and development assist¬

ance. Thus in the present situation the OECD is expected more

than ever to play a key role in the international efforts to solve
the energy problem as well as other important issues. I am
confident that with its inherent spirit of international cooperation

and with its expertise in all of the related fields, the OECD will
fully meet our expectations and trust.

My conviction is firm that the OECD will successfully cope with
the new issues and will maintain its effectiveness in the years
to come.

We for our part are unswerving in our commitment to the progress
and the success of the activities of the OECD, and we shall continue

to cooperate and contribute actively.

by Emile van Lennep, Secretary-General of OECD

I
["^ he accession of Japan to the OECD Convention on

28th April 1964 marked a decisive step in the develop¬

ment of our Organisation, which thereby attained a truly

global dimension. The occasion was also a significant milestone
in post-war world economic history. It is therefore entirely fitting
that we should observe this tenth anniversary by focusing on the

benefits this relationship has provided in the past, and by looking
towards those we hope it will provide in the future.

Having had the privilege of following the post-war evolution of

Japan in my various national and international capacities, it gives

me particular satisfaction to be able to reflect on this occasion
from the vantage point of Secretary-General of the OECD.

Today, the path chosen in 1964 by the Government of Japan and
the Council of the OECD appears an obvious and perfectly

natural one. Like all historically important decisions, however,

this was not the case at the time, and it is appropriate here to pay
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tribute to the foresighted statesmanship displayed by the then

membership of the OECD and by the Government of Japan. The
Prime Minister of Japan, Mr. Kakuei Tanaka, who as Minister

of Finance was one of the chief architects of Japan's joining the

OECD, has succinctly summed up the sentiment in Japan at the
time in his well-known book "Building a New Japan". He wrote:

"Thus Japan joined the advanced international community both

in name and in fact, and was ready to embark with an open eco¬
nomy into the rough international seas."

These words of Prime Minister Tanaka capture a central element

behind the decision of 1964: the determination of the Japanese
Government to opt for full membership in the international

economic community with all that this implied for better and for

worse. That "the international seas" can sometimes be rough is
no secret to those serving the cause of international economic

co-operation; but if the seas were always calm and the sailing

straightforward, there would be no need for the form of naviga¬
tional aids that the OECD provides to the ships of state of its
Member countries. Put in other words, there can be no doubt

that the unparalleled economic expansion which our world has

seen during the past two and a half decades is intrinsically linked

to the policies of economic liberalisation pursued after the Second
World War. This development has been highly beneficial to the

developed market economy countries which form the OECD. At

the same time, it has drawn attention to the interdependence of
our Member nations and of the need to coordinate the various

economic policy actions which have to be taken to achieve a

number of nationally desirable goals. This interdependence

enhances the importance and mutual value to our Member coun¬

tries of the continuous process of exchange of information, con¬

frontation of points of view, joint examination of policies which
is the daily work of OECD.

During the past ten years of Japan's membership the
mutual benefit of this co-operation has become self-

evident. Without prejudice to either side one must,

however, remember, as I indicated above, that in the early Sixties
the situation was different. The fact that Japan was very rapidly
rising towards its present eminent position in the world economy
was becoming evident to those able to discern the future. Among
Japan's main economic partners there were, however, divided

opinions as to the ability of the Japanese economy to fulfil

pledges concerning international economic liberalisation. On

Japan's side, too, there was similar hesitation about the willingness
of its new OECD partners to accept Japanese competition on
equal terms.

Such fears reckoned without one of the main features of our work

within the OECD: co-operation through the bringing together at

a responsible level, in various committees and working groups, of
government officials from the capitals of our Member countries.

Without doubt, this process is essential, as indeed is the purpose
of our work itself, in providing a mutual insight and understanding

of the points of view of our Member countries. During the early

years of Japanese membership I had the honour of serving as
Chairman of one of the important bodies of the Organisation,

the Working Party No. 3 of the Economic Policy Committee

(on balance of payments questions). I was thus able to follow at

close hand the evolution and practical importance of that dialogue
between high officials responsible for a most important sector of
economic policy co-operation. The benefits of this co-operation
are clear to all, and I need say no more about them here.

This brings me to the most important aspect of the impli¬
cations lor our Organisation of Japanese membership.
As we all know, the OECD grew out of a regional

European organisation, the OEEC, which, with the accession of

the United States and Canada as full members, became the OECD

in 1961. These traditionally close ties across the Atlantic reflected

both the economic and political realities of the time. The acces¬

sion of Japan opened up new vistas and perspectives for the OECD.
The necessary basis for linking together North America, Western

Europe and Japan in a joint framework of co-operation was laid.
A truly global dimension was thus given to the OECD. The later
adherence of Australia and New Zealand has served to confirm

the justification of this broadening of the scope of the Organisation.
The historic achievement of the OEEC was to transform European
bilateralism into multilateralism. The vocation of the OECD

today, as it was ten years ago, is to promote multilateral economic
co-operation by knitting together the various strands which make

up the complex fabric of international economic relations.

F'll^his vocation will undoubtedly be put to severe test in
a year during which we will have to adapt our economies
to a situation in which energy, notably oil, is no longer

cheap and abundant and in which the OECD area as a whole will

have a large deficit on current account of the balance of payments
with oil producing countries far exceeding the surplus with the
rest of the world. That this situation would have to arise, that

oil is a finite source of energy has been realised by the OECD
countries for some time, and was manifested in the decision by
our Ministers in 1972 to accept my proposals for the undertaking
of a Long Term Energy Assessment.

What could not have been foreseen, however, was how suddenly
this situation was to burst upon us or how big a problem it was to
be. It is these two elements, the suddenness and the magnitude,
which together pose such tremendous challenges to individual
countries and to the community of nations. Such a situation is,

of course, a potential threat to international economic co-operation
because of the natural instinct of governments to seek above all
to safeguard the economic and social situation of their own

country. But conversely, it is also a challenge to those concerned

about international economic co-operation, since only through
joint action can a satisfactory evolution of the world economic
order be brought about.

The suddenness with which the energy crisis has hit us has contri¬

buted to an image of the industrialised countries as more or less

helpless victims of external events beyond their control. In the

very short run this image may have some justification. However,

the industrialised countries of the OECD can, in the longer run,
overcome the difficulties with which they are faced, provided they

deploy their economic, financial and technological capabilities in
a constructive effort of co-operation.

In this common effort the contribution of Japan is of course
essential. Indeed, with its historically proven ability to absorb
change of the greatest magnitude, Japan is particularly suited to
provide the necessary political impetus to this process. Perhaps
more than any other Member country Japan is vitally affected by
the changing energy situation. Its views and actions will therefore

merit particular consideration.

A
Iready Japan has been prominent in helping to provoke

an important shift in the emphasis of the work of our

Organisation. Ten years ago economic growth was
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seen per se as the vehicle for achieving a number of other socially
desirable goals. In terms of pure economic growth, Japan in the
early years of its membership of the OECD certainly stood out as
a model not to be surpassed. But it is significant that Japanese
leaders more recently have been among those questioning the
assumption that economic growth alone can provide the means of
achieving wider social aims.

We thus witnessed an important shift in Japan's basic national
policies at a time when the OECD began to be seriously preoccu¬
pied with the complex issues grouped together under the heading
of the "Problems of Modern Society".

In the OECD this change was particularly thrown into relief at
the 1970 meeting of the Council at Ministerial level. On that
occasion, Ministers urged that increased attention be given to the

qualitative aspects of growth, and to the formulation of policies
that took into account the broad economic and social choices

involved in the allocation of growing resources. It was of parti¬
cular satisfaction to me, as Secretary-General, to be able at the

meeting to present the Ministers with proposals as to how this
new policy orientation could be translated into concrete action in
one important sector the environment. Work in this field was,
of course, by no means new to our Organisation, but it received
its own identity and purpose at the 1970 meeting, and has since
been very successfully implemented, with, I might add, the very
active and inspiring participation of Japan.

As our societies evolve, however, the issues and choices

confronting policy-makers will become increasingly com¬
plex, involving ramifications and interaction through

many sectors of direct interest to governments. In common with
all other OECD countries Japan shares the firm belief that the

market economy, by encouraging an efficient allocation of resour¬
ces, is the best form of economic organisation for promoting

prosperity and rising living standards.

At the same time, it is recognised in our countries that the public
authorities must regulate and complement market forces to deal
with the serious new nature and dimension of many of our prob¬

lems which will require more sophistication in the way we manage
our market economies to ensure the attainment of our goals. But

it is clear that new forms of management by governments need to

be sustained by intensified international co-operation in a world
of increased interdependence both within the sectors of the national
economy and between the nations themselves. This is a great
challenge for the future of our Organisation. The contribution
which Japan can make and which I am sure it will make is, of
course, going to be essential to our success in meeting this challenge.
Looking back over the past ten years, I am quite certain that
OECD's work will continue to be a beneficiary of a Japanese

contribution, which has always borne the hallmark of supreme

intensity and quality.

JAPAN - TEN YEARS OF ECONOMIC

GROWTH

The last ten years have seen a rapidly growing and changing

Japanese economy faced with great challenges both at
home and abroad. They have been years of transition

witnessing the emergence of Japan as a great economic power
and foreshadowing the problems that lie ahead. Economic
growth has remained impressive with real per capita GNP increas¬
ing at an annual rate of over 9 per cent, compared with 5 per
cent for France, 4 per cent for the Federal Republic of Germany

and 3 per cent for the United States, to name just a few major
OECD Member countries.

But growth has also been accompanied by the appearance of
important disequilibria, externally and domestically. Externally,
the progressive accumulation of a huge current account surplus,
at a time when Japan's weight in world trade had become very

large, was certainly not a minor factor in the crisis which shook
the foundations of the international monetary system set up at

Bretton Woods. Domestically, with improved living standards,

the problems of growing social imbalances and inflation, and
the spread of pollution and other environmental damage created

by fast industrialisation have come to the forefront of political
discussion.

In the late Fifties doubts were expressed as to whether Japan

could continue the exceptional growth performance which had

characterized the post-war years. These discussions, at both
official and academic level, were based upon the opinion that,

with the ending of the post-war rehabilitation period, the scope
for maintaining a high rate of growth had become much smaller

and that, consequently, a progressive slowdown to rates similar
to those registered by other industrialized countries was to be
be expected (1). Events proved such forecasts wrong and
showed clearly the extraordinary resilience and flexibility of the
Japanese economy. At 1 0.6 per cent a year, the growth of real
GNP in the last ten years has in fact been higher than that of the
previous decade: the basic factors which had enabled Japan to
grow rapidly in the Fifties continued broadly to operate in the
Sixties and, indeed, are still present now though their relative

importance has changed with time.
A full analysis of the factors behind Japan's growth performance

goes far beyond the scope of this introductory article, and for
the interested reader there is ample detailed literature on this

subject. But it is interesting to recall some of the factors which
were important during the last decade and continued to be so
during the Sixties and early Seventies. Following broadly the
analysis of Professor Miyohei Shinohara (2), we can identify,
amongst the most important :

(1) The official plans published in this period (The New Long-
Range Economic Plan of December 1957 and the Doubling
National Income Plan of December 1960) forecast a lower rate

of growth than that attained in the years immediately preceding
the plan period and grossly underestimated actual performance.
(2) Causes and Patterns in the Post-War Growth in The Deve¬
loping Economies, Tokyo, December 1970, pp. 349-368. See
also, by the same author. Structural Changes in Japan's Econo¬
mic Development Tokyo, 1970.
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abundant labour and a dualistic economic structure;

high investment and savings accompanied by credit and fiscal

policies designed to encourage investment;

rapid introduction of imported technology;

combination of export-led and investment-led growth patterns,

facilitated by appropriate exchange rate and other policies;

great capacity to transform structures (particularly in relation

to industry), advanced education levels, and high quality of

labour and entrepreneurial ability.

The Dualistic Structure

The dualistic structure of the Japanese economy, whereby sec¬

tors and activities with very low productivity co-existed with

modern and highly productive industries, provided the country

with a large labour reservoir and permitted considerable shifts

of employment among and within the different sectors of the

economy to a greater extent than in any other OECD country

with a similar starting position (3). Such shifts have naturally

contributed to the fast rise in overall productivity per employed

person throughout the post-war rehabilitation period and well into

the Sixties. Though it is difficult to evaluate the contribution

of these structural shifts in employment to the growth of output,

OECD Secretariat estimates (4) based on somewhat arbitrary and

simplified assumptions, would indicate that it has been sizable,

perhaps of the order of 1 0 per cent of real GNP growth between

1 955 and 1 969 (the period for which these estimates were made).

The trend decline in the share of agriculture in total employment

has continued unabated during the last ten years, with a fall

from 26 per cent in 1963 to 14.5 per cent in 1973. But its

contribution to the increase of employment in industry has

become progressively smaller and there has been, as a result, a

considerable tightening of the labour market situation. Its

future contribution is likely to be even smaller than would

appear on the basis of the still relatively high share of agriculture

in 1 973 compared with that of other highly industrialized nations

such as the United States and Germany: the age structure of

employment in agriculture (in 1973 some 70 per cent of the

employed were 40 years old or older) makes it difficult for such

transfers to take place even on a much smaller scale.

This is not to say that the dualistic structure of the Japanese

economy has disappeared or that the growth in productivity

resulting from employment shifts has played a minor role in the

most recent years. Shifts within and between the industrial and

service sectors are still taking place and are likely to continue, as

witnessed by the steady decline in the proportion of self-employ¬

ed in each sector. To the extent that such shifts take place from

industries with a lower level (and/or smaller growth) of produc¬

tivity to industries with a higher level (and/or faster growth)

of productivity, they may contribute substantially to the growth

of output. But the progressive narrowing of wage differen-

(3) Italy and Spain, for instance.
of Japan, June 1972.
(4) See OECD 1972 Survey.

See OECD Economic Survey
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tials (5) is an indication that the scope for intra-industry shifts

has become smaller. Moreover, the changing structure of final

consumer demand toward services and the resultant growing

weight of this sector in total domestic output and employment

may also imply that productivity increases will become smaller in

the future. However, considerable manpower reserves still exist

in the commercial sector, where the scope for rationalisation

remains large.

Investment and Savings

The very rapid increase in productivity per employed person and

the concomitant changes in the employment structure have been

made possible by the very high and growing rate of investment.

The table clearly shows that on average during the last ten years

the share of gross fixed investment in GDP in Japan was the

largest among major OECD countries. Moreover together with

that of France, it was also increasing at the fastest rate. When

private productive investment alone is considered, the difference

becomes even more striking.

Developments during the last decade thus continued to be

characterized by a high investment propensity of enterprises,

leading to rapid growth, high profits, a rapid rise of household

incomes and an increasing personal savings ratio which helped
to finance further increases in business investment. The share

of total national savings (the sum of gross investment and the

current external surplus) in GNP rose from 35 per cent in 1963

to 40 per cent, on average, in the most recent years remaining

by far the highest among major OECD countries throughout the

period.

The interaction of high investment and savings ratios is one

fundamental aspect of Japan's " virtuous circle " of economic

growth. Whatever the direction of the causal relationship, a

high savings ratio has permitted a high investment ratio and thus

a high growth rate, which in turn has provided one if not the

only reason for an increasing savings ratio.

There are, indeed, other factors which could explain the behaviour

of household savings in Japan, the most important and most

frequently stressed being :

the need to compensate for the insufficiencies of the social

welfare system, especially the low level of old age pensions;

the need to finance education expenditures;

the desire to finance the purchase of a house : given the in¬

crease in land and construction prices and the late evolution of a

housing credit system, people have tended to increase the propor¬
tion of their incomes that is saved in order to maintain the real

value of their savings balances;

relatively undeveloped consumer credit facilities.

All these factors, however, while explaining in part differences

in the level of household savings between Japan and other

industrialized countries, cannot fully account for the high trend

growth rate of the savings ratio unless they are viewed within

the dynamics of the growth process of Japan.

A peculiarity of the Japanese wage system is the large lump

sum payments which are given to workers twice a year (in June

and December) and are linked to corporate profits. Though

such bonuses cannot be fully considered as " transitory income "

since workers have come to expect them, empirical evidence

shows that the propensity to save out of these payments is

much higher than it is out of regular earnings. Because the

share of bonuses in total wage earnings has increased substan¬

tially since the mid- Fifties, it is not surprising to see that, on

average, the propensity of workers to save has also increased

And since household incomes are largely composed of wages

and salaries, this also explains the upward trend in the savings

ratio of the household sector as a whole. A direct relationship

can consequently be found between the high and increasing level

of private productive investment, a consequent increase in enter¬

prise revenue and profits, higher bonus payments, and, in turn,

a higher savings ratio. In other words, the rapid rate of growth

resulting from rising investment expenditure itself generates the
financing for an even higher level of investment in a cumulative

dynamic process.

Theoretically, a high savings ratio does not by itself ensure a

high rate of investment and growth unless there is a demand for

investment and unless savings are effectively channelled to its

financing. Economic policy in Japan has, however, encouraged

private productive investment and ensured that savings be made

available to it. Banks have been the major intermediary between

investors and savers, providing to the former the major source

of their financing and to the latter the desired financial assets

in which to hold their savings. Through appropriate low interest

rate policies, depreciation allowances and protective measures,

(5) Between small and large firms.
vey of Japan, June 1971 .

See OECD Economic Sur-
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1. FIXED INVESTMENT AS PER CENT

OF GDP IN SELECTED COUNTRIES

1963-1972/73 AT CURRENT PRICES

Gross fixed Private productive
investment investment

Countties average share average share
(1963-1973) (1963-1972)

Japan 33.4 21.2

United States 16.9 (1) 10.1

Canada 22.0 13.5

France 24.9 14.9

Germany 25.3 15.4

Italy 20.3 11.4

United Kingdom 18.3 10.2 (2)

(1) 1963-1972 (2) 1963-1971

Source: OECD National Accounts 1960-1977.

and by limiting its own recourse to borrowing from the private

sector, the Government has thus greatly stimulated demand for

investment and freed resources for its financing. Investment

demand has only been curtailed in periods when restrictive credit

policies were required for balance of payments reasons.

The system thus developed has proved highly efficient and so

resilient that difficulties have been and are being encountered in

the attempt to shift resources away from private investment in

order to satisfy the increasing demand for welfare and social

infrastructure a stated objective of the last three development

plans (6).

During the last decade the massive investment effort has

contributed increasingly to both the rise in output and demand.

The capital elasticity of production (i.e. the percentage increase

in output resulting from a given increase in the capital stock)

and the contribution of investment to the growth of demand

have increased progressively throughout the Sixties (7). As a

result, investment played a growing role in determining both the

potential growth of output and the fluctuations of economic

activity.

At the same time, the capital intensity of production processes

has also been increased considerably as investment has not only

been directed to expanding capacity but also to replacing labour

in response to the progressive tightening of labour supply and

the increasing cost of labour relative to that of capital. The

high rate of investment has also permitted the quick adoption

of imported technology and, increasingly, the development of

domestic technological advances.

Investment and Exports

The sharp rise in productivity resulting from the high investment

rate and from technological progress has allowed Japan to

achieve a generally satisfactory price performance at the whole¬
sale level until 1 971 -72 despite relatively large increases in wages.

That this should have progressively strengthened Japan's

competitive position under a system of fixed exchange rates
and, with time, caused a basic imbalance in external transactions

was clearly predictable. Predictable also was the slow response

of economic policy to such a fundamental change. It is

consequently not surprising that, with the United States balance

of payments simultaneously weakening, both Japan and the world

monetary system faced their most serious post-war crisis in 1 971 .

Throughout the post-war rehabilitation period and even in

the Sixties (though to a progressively lesser extent) Japan's

foreign trade policies were aimed at encouraging exports and

controlling imports, because the balance of payments was the

most important constraint on the achievement of full employ¬

ment and rapid growth. Though imports were progressively

liberalized, various export incentives remained in force until

recently, be it in the form of favourable tax treatment or special
credit facilities.

The Government also helped considerably and effectively, through

its own export agency, in exploring foreign markets and in

sustaining sales efforts abroad. At the same time, plant and

equipment investments continuously created additional pro¬

ductive capacity for export and strengthened the competitive

power of Japanese industries. And the fact that prices of

intermediary and basic materials remained stable at a relatively

low level helped to enhance the competitiveness of many

Japanese exports. Thus, industries which had originally been

developed to supply the domestic market with basic products

(such as steel, automobiles and chemicals) acquired increased

strength as export industries. The growth of exports was also

stimulated by the fact that demand abroad for what progressively

became major Japanese exports was expanding particularly

fast. As a result, increased competitiveness and the composi¬

tion of exports permitted continuous and sizeable market gains,

greatly expanding the weight of Japan in foreign trade.

The rapid rise of exports lifted the balance of payments ceiling

on growth so that it became less necessary to restrain aggregate

demand to maintain balance of payments equilibrium. The

turning point probably occurred around 1968, when the current

balance moved into strong surplus reflecting what can be

considered with hindsight a basic disequilibrium. The interplay

between investment and exports is thus a second aspect of

what has been called the Japanese " virtuous circle ". It

permitted simultaneously a high rate of growth and the progress¬
ive reduction of the external constraints to the attainment of

full employment. It allowed the economy to be progressively

liberalized, thereby providing for an improved allocation of
resources. But it also bred the seeds of what have now become

other problems and challenges facing the country's economy.

The interaction between investment and exports greatly affected

the structure of industry which showed rapid changes throughout

the Sixties. As the average contribution of export and private

investment in total final demand rose progressively from 34.5 per

cent during the years 1960-65 to over 40 per cent in the period

1 965-71 , there were also substantial changes in the composition

of industrial output. Generally the industries that rose faster

than average were also those whose export dependency was

increasing substantially, iron and steel for example, machinery,
chemicals, and later automobiles and electronic products.

Conversely, those industries which registered a slower growth

of exports, e.g. textiles, also saw their weight in total production

decline. This, of course, has rendered the economy more

dependent upon external demand, even though the share of

exports in GNP remains low when compared with that of
European countries. It has by the same token increased pro-

(6) The Economic and Social Development Plan, approved in
March 1967, The New Economic and Social Development Plan

of May 1970 and the Basic Economic and Social Plan FY 1973-
1977 of February 1973.
(7) For recent official estimates see Economic Planning Agency,
Economic Survey of Japan (1971-1972), Tokyo, 1972, pp. 150-
153.
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portionately Japan's stake in the maintenance and development

of a free trade and payments system.

This by no means exhaustive review of the main economic

factors behind the growth performance of Japan during the

last ten years (and indeed throughout the post-war period)

has emphasized some important relationships between certain
economic variables. But the institutional, human and socio¬

logical basis upon which the " growth model " is rooted has
played a very important role indeed, though one that is diffi¬

cult to quantify. A highly competent and effective govern¬
ment, the existence of skilled and flexible labour supplies and

the great inventiveness and ability of entrepreneurs (à la

Schumpeter) have all been basic factors enabling the economy
to enter into " a virtuous growth process ". They have created

the historical conditions in which it was possible to develop

" special " relationships between' the government and the

private productive sector as well as between the different social
partners thereby avoiding strong conflicts which could have

harmed the growth of the economy. Entrepreneurs have gene¬

rally accepted the basic goals of the government and have been

ready to cooperate with it. Workers, while claiming their fair
share of economic growth, have also seen their interests as

basically linked to those of the enterprises employing them.

Thus major economic policy decisions have been taken only
after achievement of a " general consensus " which made them

broadly acceptable to the public at large, but also at times
somewhat belated.

The Future

The events of the next decade will be greatly affected by whatever

consensus develops on how to cope with the problems created

by the rapid growth of the past. There is a clear, increasing
demand for public services, housing facilities and an improved
distribution of income in favour of the poorer and the aged.

There is rising resistance to the unfavourable by-products of

rapid industrial growth, i.e. pollution, excessive urbanisation and

destruction of the natural environment. With the growing

inelasticity of the labour supply, the simultaneous achievement

of full employment and price stability will become increasingly

difficult, especially if resources are to be devoted to more and

better public services, to pollution control and improvement of

the environment. No less difficult challenges will face Japan

abroad. Given Japan's present weight in world trade, it will

probably be difficult for the country to continue increasing its

share in world exports at past rates (unless this is matched by

equivalent increases in the share of imports and/or large capital

outflows) and to secure the raw materials required by industry

at the relatively low prices of the past.

The experience of the last two years or so indicates clearly

that these problems have already become pressing. The

revaluation of the yen showed that the external imbalance
had become unsustainable and that resources had to be diverted

away from exports to increase domestic welfare. The subse¬

quent attempt to shift resources towards the public sector by

increasing public spending at the same time as private demand

was showing a strong recovery, has resulted in unprecedented

rates of inflation, also exacerbated by world-wide scarcities

of raw materials and, more recently, by the oil crisis.

While it is wrong to extrapolate into the future on the basis of

events which are by no means exclusive to Japan and which

may prove temporary, it is clear that a new pattern of growth is

slowly emerging. To what extent this will affect growth perfor¬

mance in the Seventies, however, is not easy to predict. The

objectives and policies outlined in the Basic Economic and

Social Plan FY 1973-1977 adopted a year ago, imply a lower

rate of growth than in the previous decade. But previous plans

had also made similar forecasts, and the flexibility with which

the economy has adapted to changing circumstances make it

by no means certain that actual developments will conform
to the Plan's forecasts.

JAPANESE INDUSTRIAL POLICY
The very rapid growth of Japanese industry, and the

reorientation of industrial output and exports towards

capital-intensive and technologically advanced sectors,

have been key factors in that country's remarkable economic

performance of the past two decades. A few figures will

illustrate both the degree of expansion and the direction it has

taken. Total manufacturing production rose nearly nine times from

1 955 to 1 972. But the output of such industries as engineering,

iron and steel and petro-chemicals increased still more rapidly;

in particular, the various engineering branches as a group exper¬

ienced a more than 20-fold production growth and by 1972

represented about 38 per cent of total manufacturing added

value as compared with 18.5 per cent in 1955.

Especially marked was the expansion in the production of such

equipment as machine tools, electric motors and generators,

and ships, as well as consumer durables including cars, tele¬

vision sets, tape recorders and refrigerators. On the other hand,

output of traditional industries such as textiles, leather goods,

toys, developed far more slowly; textile production, for example,

increased only 3.6 times.

This shift in Japan's industrial structure, and the modernisation

and rationalisation carried out in various sectors, have given

rise to very considerable productivity increases in industry.

This is illustrated by the fact that in the dozen years between

1960 and 1972, labour productivity in manufacturing industry

as a whole more than tripled.

The creation of a modern industrial structure after the war was

an indispensable condition for any substantial raising of living

standards. But a number of problems, to which the authorities

have had to devote increasing attention, especially from the end

of the 1 960's, have arisen as a result of the very speed and inten¬

sity of industrialisation as well as of certain geographical and
other factors inherent in the Japanese situation.

For one thing, industrial growth has necessarily been subject
as recent events have underlined to a considerable element of

precariousness because of the heavy dependence upon imports
of raw materials and energy products, with which Japan is very

poorly endowed. Furthermore, the strong export orientation
and performance of Japanese industry brought about the accu¬

mulation of great foreign exchange reserves, leading the author-
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ities in recent years to take measures for redressing the balance

of payments disequilibrium. (However, the effectiveness of
these measures, accentuated by the floating of the yen in 1973,

in reversing the balance of payments trend and the many rami¬

fications of the energy crisis, all of which are not yet clearly

discernible, are again changing the conditions in which Japan¬

ese policy is formulated.)
At the same time, the pace of industrialisation and its concen¬

tration in a few densely built-up areas have engendered increas¬

ingly pressing problems of urban blight and environmental
pollution and have aggravated disparities in regional income,
while a lag in resources devoted to social infrastructure has

produced pressures for the improvement of housing, health
and other socially oriented facilities.

Finally, a problem directly related to the structure of industry
itself should be noted: Japan's so-called "dualistic economy",

the particularly great contrast between the larger, more dynamic
industries and a very great number of small, often very small,

firms lacking managerial and technological know-how and

having difficulty in obtaining adequate financing on favourable
terms. In general, there is a wide gap in productivity and profits
between these firms and the larger enterprises, and there has

been growing concern as to their viability in conditions of

increasing international competition.

Both in promoting the development of industry and in their

recent intensified efforts to cope with the problems that have

accompanied rapid industrial expansion, the Japanese author¬

ities have accorded a major role to industrial policy measures,

in conjunction with other areas of economic policy. In Japan,

industrial policies fulfil a more active and clearly defined function

than in many other OECD countries. Moreover, because of

distinctive features related to historical background, institu¬

tional structures and traditional attitudes and practices, industrial

policy in Japan is marked by certain special characteristics.

Before discussing some of the main directions which Japanese

industrial policy has taken, a brief description will therefore be

given of the way in which it is formulated and carried out (1).

(1 ) While no precise and universally agreed definition of the
relatively recent concept of industrial policy has yet been
formulated, these policies may in a general way be considered to
comprise measures which aim explicitly at affecting the develop¬
ment, structures or efficiency of industry, and usually have
relatively long-term objectives.

The launching of a new ship in a Japanese shipyard
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The Nature of Japanese Industrial Policy

The role played by industrial policy in Japan (2) is rooted, in

part, in a tradition of active government concern with industrial

development that goes back to the origins of Japanese modern¬

isation a century ago, when the government not only was the
main source of capital but also operated numerous enterprises.

Today, the direct entrepreneurial role of the state is negligible.

Moreover, the government has relatively little impact on industry
as a purchaser of goods and services, as the level of state procure¬

ment is lower than in other industrialised countries, although
it has been rising.

Nevertheless, the general tradition of close co-operation between

government and business has persisted, although it now takes

the form of guidance and consultative relationships, and is a

major source of the effectiveness of Japanese industrial policy.
That policy has at its disposal a highly developed and flexible

mechanism for the definition of objectives and the means of

attaining them ; for the revision of these objectives to meet new

conditions; and for the implementation of policies both through
guidance and persuasion and through use of financial incentives,

sometimes within the framework of comprehensive legislative
programmes for the development or adaptation of a particular
sector.

The principal government agency for industrial policy planning
and implementation is the Ministry for International Trade and

Industry (MITI). The effectiveness of this Ministry is due to
a number of factors:

The breadth of its area of activity

In addition to its competence with regard to international trade

and industry (except for a few sectors: transport equipment,
pharmaceuticals and foodstuffs), MITI has, together with other

Ministries, responsibility for both co-operation with developing
countries and environmental protection. This scope of compe¬
tence, wider than in the equivalent ministries of many other
countries, facilitates a co-ordinated approach to related prob¬
lems.

The adaptability of its structure to new needs

More readily than in many other countries, new policy orien¬

tations have been accompanied by changes in ministerial

organisation. Most recently, under a reorganisation that took

place in July 1973, a more integrated and global view of indus¬

trial policy problems was reflected in a changeover from a
mainly sectorally-structured organisation to a more " horizon¬

tal " approach ; a unified new agency was set up to bring within
one administrative unit consideration of natural resources and

energy problems; and, in order to link the problem of industrial

siting with that of environmental protection, an integrated
Industrial Siting and Pollution Control Bureau was established.

Sections dealing with counter-inflationary policy and consumer
protection were also reinforced.

The definition of explicit policy objectives on the
basis of detailed data collection and analysis

These objectives are set both on an overall basis and with respect
to the development or adaptation of specific sectors or to inter-

sectoral problems. Again, as in the case of the structural

reorganisation of the Ministry, objectives and policy instru-
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(1 ) Includes non-electrical machinery, electrical machinery and appa¬
ratus, transport equipment, and precision articles and instruments.

ments are subjected to review as required by altered conditions.

At present MITI is attempting to work out a long-range view
of the overall industrial structure of Japan, despite the diffi¬
culties in foreseeing the complex pattern of domestic and inter¬
national conditions relevant to that structure.

The relations between government, industry and
the financial community

While MITI officials, in the course of daily administration, keep
in close touch with industry, a wide variety of discussion groups
provides a continuous forum for more systematic exchanges.
In particular, new policies are worked out by government offi¬

cials in consultation with advisory councils for various policy
areas; these are attached to MITI and consist of representatives
of business, banking and the trade unions and also include

economists and other specialists. On the basis of the recom¬

mendations of the relevant advisory council, a set of aims consist¬

ing, for example, of the most desirable scale or magnitude of
investment and production in a particular sector is defined and

(2) The OECD Industry Committee has made a detailed study
of Japanese industrial policy as part of its work on national
policies in this field. See The Industrial Policy of Japan,
OECD, Paris, 1972.
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WTH OF JAPANESE MANUFACTURING PRODUCTION
Industrial Production Indices (weighted by value added) 1960 = 100

66 68 70 72 56 58 60 62 64 66 68 70 72 56 58 60 62 64 66 68 70 72 56 58 60 62 64 66 68 70 72

Arithmetical adjustment to 1960 base year by OECD Secretariat Source : Ministry of International Trade and Industry.

made public by the Government; in recent years, these aims

have frequently also included criteria related to prices, environ¬

mental protection, consumer interests and other aspects of
industrial behaviour. The co-operation of industry on imple¬

menting the policies is facilitated by tax or other financial
incentives, such as grants, loans or interest subsidies although

regulatory measures to insure compliance with the " behaviour-
rial " criteria mentioned above have become increasingly impor¬

tant.

More generally, MITI is able to guide industry in accordance
with national policy objectives because of the influence it

enjoys in the business community and because of the existence
of a century-old tradition of active government promotion of
industry.

Financing of Industrial Development

Japan's post-war industrial growth was funded very largely
by bank credits, especially in the earlier stages. As firms had
to invest very rapidly in conditions of exceptionally fast growth,

they could not finance their own investments to any great extent

from internally generated capital, while at the same time the
securities markets were inadequately developed. The govern¬

ment has therefore acted e.g. by various types of tax conces¬

sions to help companies improve their financial structure

through greater recourse to equity capital and to self-financing.

The ability of the banks to finance such explosive growth was

due to several factors which, taken together, comprise an over¬

all picture unique to Japan. These factors may be said to

begin at the "grass-roots": the household savings rate, which
is the highest of that in any OECD country. And, as noted

in the previous article, the propensity to save has been signi¬

ficantly increased by a specifically Japanese practice : the regular

monthly wages are usually supplemented by two semi-annual
bonuses, linked to profits, each of which may amount to several

times the value of a month's pay.

These savings typically went into bank deposits or postal savings.

And the private banks, in conditions of rapid economic expansion

sought out growth industries to which to lend, generally heeding
the views of MITI in identifying the growth sectors. Intent on

improving their share of the business, they over-extended

themselves, creating the so-called " overloan " phenomenon,
which was rendered possible by credits from the Bank of Japan

to replenish their funds and which lasted into the late 1960's.

In order to ensure a smooth flow of long-term capital for plant

and equipment and also to remedy the " overloan " pheno¬

menon, a clear separation was made between short and long-

term capital, special facilities being created for turning short-
term into long-term funds. This was done with the establish¬
ment of three private banks specialising in long-term capital
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supply; these banks float financial bonds which are bought
mainly by commercial or city banks, so that many accounts of

short-term money are converted into long-term money. The

supply of long-term capital, particularly to basic and heavy

industries, is also facilitated by a "loan-trust" system under

which funds entrusted by the public to trust banks are pooled

for the purpose of lending to industry. It should be added
that reliance on bank loans has diminished somewhat in recent

years, as firms have been able to finance an increased share of

their investments through the strengthened securities markets

and from retained profits.

Parallel to financing by private banks, the Government has

played a direct role in guiding industrial activity towards priority

objectives through financing provided by a number of State

institutions, such as the Japan Development Bank and special

bodies to provide funds for, e.g., regional development and small

business. These government financial institutions also derive

a large part of their resources from savings e.g. postal savings
accounts.

The types of industrial activity to which the government-owned

banks have directed their attention have changed in line with

the evolving priorities of Japanese industrial policy at different

stages. In the immediate post-war reconstruction period, for

example, attention was focussed on electric power, iron and

steel, coal, and other basic industries, while from the mid-

Fifties emphasis was shifted to such manufacturing industries

as machinery, electronics and chemical products.

More recently, financing by state banks has aimed at, inter alia,
improvements in the industrial infrastructure and in the distri¬

bution network; pollution abatement; the development and
commercialisation of new technologies and the promotion

of new industries, such as data processing and other " know¬
ledge-intensive " fields; the development of stable sources of

energy; and the adaptation of the smaller firms in the face of

rapid changes in industrial structures and in international trade

and investment patterns. This enlarged gamut of government

financing activities reflects a significant broadening of industrial
policy objectives, as will be seen below.

The Main Thrust of Japanese Industrial Policy

In fostering post-war industrial development, Japanese policy,
particularly up to the late 1960's, aimed primarily at:

providing the country with the materials and equipment

necessary for maintaining the maximum feasible economic

independence, hence the promotion of basic industry (steel,

non-ferrous metals), machinery and chemicals;

exporting the maximum added value, hence the development

of technologically advanced industries such as optical and

precision instruments, electronics, petro-chemicals, and auto¬

mobiles, this development relying heavily on technological

imports ;

rationalising and modernising traditional sectors, e.g. textiles,

and promoting the adaptation of the very large number of small

Japanese-made electron microscopes
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B. MANUFACTURING INDUSTRY BROKEN DOWN BY SIZE CATEGORIES

OF ESTABLISHMENTS 1970

(in percentages)

( 20 29 j F 30-49 j (50-100 J

umber of establishments

umber of persons employed

Amount of value added

in million of yen

6.0
H.I94 10.29.8

5.76.3 6.5 7.8

11.6

29.4

Size Category (Mo. of
persons employed)

1-9 10-19 20-29 30-49 50-100 100-199 200-299 300-499 500-999
1000

and over
TOTAL

Number of establish¬

ments 479,376 88,761 26,334 23.861 18,812 8,715 2,742 1,987 1,449 894 652,931

Number of persons

employed 1,909.757 1,262,388 646,686 912,601 1,291,099 1,193.821 665,274 760,033 991,007 2,047,014 11,679.680

Amount of value added

in millions of yen 1,933,505 1,836,271 1,049,153 1,483,015 2,311,900 2,400,838 1,559,348 1,917,340 2,848,863 7,231,679 24,571,912

(1 ) Gross value added. Source : Ministry of international Trade and Industry.

firms whose low efficiency and whose vulnerability to the com¬

petitive impact of trade liberalisation are a major source of
concern to the authorities.

A highly developed network of private financial institutions

caters to the needs of small business ; this has been supplement¬

ed by government measures to help these companies modernise

their equipment, for instance, or set up co-operative ventures.

The weakness of small firms is aggravated by the fact that in

many cases they work mostly as sub-contractors for one big

company, and the government has taken measures to improve

their situation vis-à-vis the large firms, for example, by issuing

regulations prohibiting the deferment of payments or the demand

for unusually high discounts by the client enterprises.

Parallel with the positive efforts to promote advanced industries

and help the traditional sectors to adjust, the impingement of

foreign industry on the Japanese market was cushioned by

controls on imports and on foreign investment in Japan. As

the economy gained in strength, permitting progressive inte¬

gration into the international system of economic co-operation
and commitments, these controls have been reduced in succes¬

sive stages, although a significant "hard core"; still remains,

particularly with regard to controls on direct foreign investment

in Japan. In the early 1 970's the need for vigorous action to

redress balance of payments surpluses (although, as already

noted, the very recent reversal of the situation has once again

altered the premises of Japanese policy-making) provided an

added spur to import liberalisation and gave rise to action to

moderate exports. In the same context, the desire to stimulate

capital outflows, led to greater efforts to promote Japanese

investment abroad, which was already regarded as an important

avenue for developing the natural resources that Japan lacks

and for alleviating domestic manpower shortages.

The progressive opening up of the Japanese economy to the

outside world focused attention more sharply, starting in the

late 1960's, on certain weaknesses of industry, particularly in

the traditional sectors. At the same time, the constraints on

continued rapid economic growth, the aggravation of regional

disparities resulting from that growth, and the lag in social

infrastructure were also perceived more clearly.

These factors have given rise to the recent shifts in emphasis

among various industrial policy objectives and the present

efforts to rethink these policies from a long-term point of view.

One area to which increasing emphasis is being given is the

promotion of modernisation and greater efficiency both in the
older, traditional industrial sectors and also in the distribution

network where fragmentation and outdated methods have

contributed to inflationary pressures. With regard to industry

in general, efforts are being made to stimulate a greater domestic
research and development activity, both in order to reduce the

dependence of Japanese industry on foreign technologies and

to develop complex new technologies of basic national economic

or social importance. Much remains to be done to raise the

level of Japanese scientific capacity, particularly in basic research

which has suffered neglect partly as the result of emphasis on

the adaptation of imported technologies.

Parallel to the general promotion of intensified domestic R and D,

the authorities are fostering the development of data processing

and other "knowledge-intensive" industries. This represents

a shift away from the stress on types of industry which are

heavily dependent on raw materials and natural resources. At

the same time, the application of the new information and other

technologies to the satisfaction of health, housing and other

social demand is being fostered.

The vulnerability of Japan, even greater than that of most other
industrialised countries, to raw material and energy supply

and price factors has been underlined by the energy crisis. Under
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the new co-ordinated administrative framework set up by

MITI in this field, numerous activities are being undertaken in

the hope of providing for stable, long-term resource supplies.

For example: the promotion of oil prospecting and develop¬

ment overseas and on Japan's continental shelf through the

Government Petroleum Development Corporation; the develo-

ment of sea water desalting techniques and encouragement of

industrial effluent recycling to augment limited water supplies;

the prospection for mineral resources overseas and domestic¬

ally; and investigation of various approaches to energy and

resource-saving.

Regional development programmes are being revised and strength¬

ened in view of the fact that the policies carried out so far

have failed to prevent the aggravation of overcrowding in the

built-up areas and the exodus from other regions, while new

problems e.g. the opposition of local residents to the installa¬

tion of new industry because of the fear of pollution have

emerged. The extent of regional imbalance can be seen from

the fact that the central region including Tokyo, Nagoya

Osaka and the Seto Inland Sea district accounts for only

31 per cent of the area of Japan but 66 per cent of the country's
population and 84 per cent of its industry. Newly adopted

legislation seeks to reinforce and co-ordinate the previously
separate measures for promoting the relocation of plants away

from overcrowded areas and for encouraging industrial develop¬

ment in under-developed regions; at the same time, nature

conservation and other policies for preserving the amenities

of life are being strengthened.

It is, of course, not possible to foresee the degree to which

the revised industrial policies now taking shape will be able to

alleviate the very difficult problems to which they are addressed

the solution of which will depend, in part, on factors outside

the purely Japanese context. It would seem, in any case, that

the new policy orientation is based on an awareness of the

constraints on Japanese industrial growth and on a desire both

to reduce the effect of those constraints and to bring about a

shift in the present structure of industry so as to meet needs

whose urgency has become clear.

JAPAN'S TRADE POUCY

The Remarkable Growth in Japan's Trade

Over the last fifteen years, Japan has witnessed an unprece¬

dented expansion in foreign trade. Early in this period the

country barely managed to balance exports against imports,

suffering from persistent deficits on current account and low

levels of official exchange reserves. However, efforts to

improve international competitivity bore fruit and from 1968

onwards rapidly increasing exports turned the trade account

into a growing surplus, which expanded so greatly in 1971 and

1 972 as to create new problems of balance of payments disequil¬

ibrium in the context of a worsening international monetary

situation. After the first quarter of last year Japan's balance of

payments suddenly moved into a large deficit, due both to a

rapid shrinkage of the trade surplus partly caused by unusually

sharp rises in import prices of key primary commodities and

to a strong outflow of direct investment and other long-term

capital.

Japan's exports have increased during the past decade at an

average annual rate of nearly 20 per cent, i.e. twice the rate of

growth in world trade. This rapid growth can be attributed to

three major factors. First, the country's high rate of economic

growth has made it easy to direct a growing share of manufactur¬

ing production to exports. Secondly, increases in labour

productivity, which exceeded those in wage rates, permitted

unit labour costs to fall during the 1960's and greatly strength¬

ened competitivity. Thirdly, exports became more sophisti¬

cated and diversified to conform with the changing pattern
of world demand.

While Japan's exports traditionally consisted of textiles and

various other labour-intensive products, a most remarkable

expansion took place in exports of engineering products, whose

share of total exports jumped from 29 per cent in 1 962 to 54 per

cent in 1972. Consumer durables particularly new export

A. SHARE OF JAPAN IN OECD

TRADE

(in percentage and million of dollars)

1963

6 744

6.4 %

1972 9.8 %

7.9 %
(1 ) Including Australia and Finland.
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B. JAPANESE TRADE BY COMMODITY
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products, like automobiles, motorcycles, TV receivers, tape
recorders, etc. were the most dynamic elements, but ships,

steel, radio receivers, and cameras major export items in the

early 1960's maintained a quick pace of growth throughout the
period. Thus, three leading groupsengineering products,
metals and chemicals increased their share of total exports

from less than half in 1 962 to over three-quarters in 1 972.

Primary products (foodstuffs, raw materials and fuel) account

for 70 per cent of Japanese imports and manufactures for

30 per cent. These rather extreme ratios result not only from

the country's poverty in natural resources but also from pro¬
tection of domestic industries against imports. Rapid increases

in imports of finished products, following recent progress in
import liberalisation and adjustment of the exchange rate of
the yen, will raise the proportion of finished goods, though
compared with most other industrialised countries that of

primary products may remain high.

Japan's most important markets have been the United States and
South and East Asia. The United States absorbs 30 per cent

of Japan's exports, while the share of South and East Asia,
once the largest customer of Japan, has declined over the past
decade to 22 per cent in 1 972. Conversely, exports to Western

Europe, formerly a minor market, have steadily risen to reach
17 per cent of total exports in 1972. Despite a recent decline,
one quarter of Japan's imports originate in the United States;
also noteworthy are the increasing proportions of imports

from Australia and the Middle East which export minerals and

oil to Japan these two areas are among the very few with

which Japan has large and growing trade deficits.

The General Pattern of Japanese Trade Policy

In the post-war years the main objective of Japanese economic

policy was to minimize the balance of payments constraint

while fostering domestic industries; direct import control and

export promotion were two basic means of achieving this

objective. As the nation's economic strength grew, the defects
of direct control and the need for free competition became ever

more apparent and trade liberalisation could be envisaged.

Moreover, as imports of countries belonging to OECD's prede¬

cessor OEEC were progressively liberalised, trade liberalisation

became a strong current in the world. In these circumstances,

the Japanese Government launched a programme for trade and

exchange liberalisation in 1960 and pursued it systematically,
raising the ratio of liberalised imports from only 42 per cent to

93 per cent by 1964 (see Table 1).

On the basis of this progress in liberalisation, Japan accepted
in 1964 the obligations of Article VIII of the International Mone¬
tary Fund prohibiting, inter alia, the use of restrictions on pay¬
ments for current transactions; in this connection it ceased to

invoke in 1963 the provisions of Article XII of the General
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Agreement on Tariffs and Trade allowing import restrictions in

order to safeguard the balance of payments (1). Upon joining

the OECD in 1 964 Japan also accepted the Organisation's Codes

of Liberalisation of Capital Movements and of Current Invisible

Operations. In an attempt to enable industry to compete sucess-

fully in such an open economic system, industrial policies to

modernise firms and improve trade structure were reinforced.

Released in 1968 from balance of payments limitations, Japan's
liberalisation efforts focussed on the further elimination not

only of residual import restrictions but also of controls on inward

direct investment. In fact, international pressure had been

brought to bear on Japan in these areas through the OECD or

bilateral talks particularly with the United States; concern about

possible effects on competition caused by the operation of

foreign firms with superior technological, managerial or financial

capacity led, however, to a rather cautious approach to Japan's

capital liberalisation policies.

From the end of 1970 onwards Japan's growing trade surplus

was, increasingly, considered to be the source of a major disequi¬

librium in the current international monetary situation. Further¬

more, Japan felt more and more the need to reconsider its

export-oriented economic expansion in the light of such factors

as accelerating inflation and insufficiencies in housing and infra¬

structure. Therefore, and particularly to recover a balance

of payments equilibrium, an "emergency international economic

policy programme" in three rounds was implemented, involv¬

ing a wide range of trade policies most of which came under

the following headings: promotion of import liberalisation

and removal of export incentives; positive measures to control

exports and accelerate imports; promotion of direct investment

abroad and other foreign exchange outflows.

Effects on the trade balance appeared rather slowly in spite of

the revaluation of the yen under the Smithsonian Agreement,

but were rapidly felt as they were further enhanced by the
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flotation of the yen early in 1973. Now the tide of Japan's

trade and overall balance has reversed, leaving the Government

with new tasks in steering trade policy.

Developments in Import Policy

Elimination of quantitative restrictions

After a pause in the later 1960's when more attention was

focussed on the Kennedy Round of GATT negotiations and on

problems of capital liberalisation, the Government's efforts to

lift quantitative import restrictions were accelerated under the

mounting pressures of trade imbalance and domestic inflation.

As a result, the number of items under residual import restrict¬

ions was reduced from 118 at the end of 1969 to 31 at present

1962 1972

LATIN

AMERICA

1. JAPAN'S IMPORT

LIBERALISATION

No. of items under residual

Year

Ratio of

liberalised

imports (1 )

No. of

items

quantitative import
(at year en

restrictions

( % at year liberalised Non-Agri
end) Total cultural

products
Agricultural

products

1960 42

1961 70 492 (2)
1962 88 268 224

1963 92 69 155

1964 93 32 123

1965 93 1 122

1966 93 -0) 124 (3)
1967 93 0 124

1968 93 3 121 53 68

1969 93 3 118 50 68

1970 94 28 90 35 55

1971 95 50 40 12 28

1972 97 7 33 9 24

1973 97 2 31 8 (4) 23 (5)

(1 ) Calculated by using as weights the value of Japanese private
imports in 1959.

(2) Number of items as of April 1962 when Japan's system of
import restrictions was changed from a positive to a negative
list.

(3) The number of items changed as a result of the revision of the
Customs Tariff in May 1966.

(4) Including integrated circuits and electronic computers (count¬
ed as four items) scheduled to be liberalised sometime during
1974 and 1975, respectively.

(5) Including one item (malt) scheduled to be liberalised in October
1974.

Source : Ministry of International Trade and Industry, White Paper
on Foreign Trade of Japan.

(out of the total of 1,097 of the Brussels Tariff Nomenclature
items). Of those remaining, 23 are agricultural products,

three mining products and five manufactures. As to the manu¬

factures, the liberalisation of integrated circuits and computers

a key trade issue in recent years has already been scheduled

for 1974 and 1975, respectively, to coincide with the decontrol

of foreign direct investment in the Japanese computer industry.

Japanese liberalisation efforts will then be directed to agricul¬

tural, coal and leather products, i.e. areas where import restrict¬

ions are motivated by special socio-economic problems in the

country.

Tariff reductions

After completing the Kennedy Round tariff cuts in April 1971,
nine months ahead of schedule, Japan made unilateral tariff

reductions on several occasions, including a 20 per cent across-

the-board cut in October 1972 as part of the emergency policy

programme. Thus, it has been calculated that from 1967 to
1973 tariffs on non-agricultural goods were reduced from an

average of about 17 per cent to roughly 8 per cent. Japan
also introduced the Generalized System of Preferences in 1971,

(1 ) When Japan became a contracting party of the GATT in
1955, a number of countries invoked Article XXXV, making the

Agreement non-applicable to their relations with Japan. As of
November 1973, only 13 countries mainly African countries
and two OECD Members still continued to invoke this Article

vis-à-vis Japan.
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applying preferential tariff rates mainly to non-agricultural goods

from developing countries within the limits of specified import

ceilings, and has since then improved the preferential system

in several steps partly in the context of price stabilization policy.

Other measures to facilitate imports

Under the emergency policy programmes, the Government
also increased import quotas and took steps to simplify import

procedures (e.g. by abolishing the Import Deposit System and
streamlining the Import Licence System). Moreover, it faci¬
litated improvements of distribution channels for imported goods

and encouraged promotional activities concerning publicity,
information, exhibitions, missions, etc. It also improved import

financing facilities.

Features of Export Policy

Export promotion

After accepting the GATT Declaration on the prohibition of export

subsidies and abolishing the system of special tax exemption

for export earnings, the Government's export promotion efforts
were directed mainly to market surveys and export publicity

activities (carried on, inter alia, by a special public corporation,
Japan External Trade Organisation JETRO), assistance in

improving the quality and design of export goods, export
contribution awards and consultations on trade and trade policy

issues in a joint government-industry body (Trade Council).

Credits supported by the Japan Export-Import Bank and gua¬

ranteed by the Government Insurance Scheme and tied aid to
developing countries played, of course, an important role in

promoting exports, particularly those of capital goods. On the
other hand, in an attempt to cope with the trade imbalance

as from 1971, Japan abolished or suspended favourable

terms for short-term export financing and tax incentives such

as permission to set aside reserves for the development of

overseas markets (small and medium-sized firms have kept

these benefits) and accelerated depreciation allowances for

manufacturers producing goods for export.

Export restrictions
Orderly export development has long (even in pre-war years)

constituted an important part of Japanese trade policy. Conven¬

tionally, to avoid disruption in export markets, measures to

prevent dumping, excessive competition or export of inferior

goods have been implemented through the formation of export
cartels or through direct government control; a wide range of

products have been subject to such export restrictions in terms

of price, quality or quantity. On the other hand, voluntary

export agreements have been negotiated with particular import¬

ing countries to avoid the unilateral imposition of import quotas.

Such restraints tend to be regarded in Japan as similar to import

restrictions and a major target of Japan's trade policy in the

past has been to prevent their proliferation. More recently,

however, this approach has gained importance as a way of

coping with acceleration of exports which could create condi¬
tions unfavourable to Japan. Although applied to solving

problems of individual products, orderly marketing policy can
also be utilised to correct overall balance of payments surplus

disequilibrium. Thus, as a substitute for another revaluation

of the yen, measures were introduced to curb the rate of increase

of exports of 20 major export products for the period of one

Japanese cars for export awaiting shipment

year from September 1972 (they were abolished in September

1973, having lost their raison d'être after the yen flotation).

Special Features of Trade Policy vis-à-vis
Certain Regions

Trade with the United States

Japan's trade with the United States developed spectacularly
over the last quarter of a century, but for a few years before 1 973

it caused great friction in Japon-US economic ties. Two
important problems were involved : trade imbalance and certain
sectoral issues.

Japan-US trade imbalance: Japan's trade balance with the US
turned from a continuous deficit to a trend of increasing surplus

around 1965, jumping to $3 to $4 billion per annum in 1971
and 1972. This was the major cause for the global trade
imbalances of both countries. The United States saw it as a

main factor in the deterioration of their balance of payments

which led to the import surcharge in August 1971 and to their

request for a revaluation of the yen. In these circumstances
the Japanese Government gave top priority to trade policies
designed to rectify this trade imbalance; to this end the mea¬
sures affecting Japan's global balance under the aforemen¬
tioned emergency programmes were complemented by certain
specific bilateral measures (e.g. emergency imports of US
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grains and aircraft, purchase of US Government bonds, etc.).
After the flotation of the yen, Japan's trade surplus vis-à-vis

the United States decreased quickly, to a level of one billion
dollars for 1973.

Sectoral issues : policy issues connected with individual indus¬

tries are not new and are deeply rooted in the different economic

structures of the two countries. However, the rapid expansion

of Japanese sales of certain products strengthened protectionist

movements in the United States which were also fostered by

unemployment and balance of payments difficulties. Among

others the textile problem became one of the most important

political and economic issues between the two countries in

1971 but was settled at the end of the year by a three-year

intergovernmental agreement to limit Japanese exports of
woollen and man-made textiles.

Sectoral friction in other areas has often been dealt with by

introducing voluntary export restraints on the part of Japanese

exporters (e.g. steel, cutlery, radios, etc.). The tightening of

the US anti-dumping system also created concern in Japan.

On the other hand, the US Government sought the elimination

of remaining Japanese import restrictions on products of interest

to the United States (e.g. computers and agricultural goods)
and of control of foreign direct investment.

Trade with Western Europe

Despite their recent intensification, economic relations between

Japan and Western Europe have thus far been rather limited, as

is illustrated by Japan's small share 4 per cent of EEC trade

with countries other than the Nine. Although the competitive

nature of the trade between the two areas and geographical
factors have both contributed to this situation, it is no doubt

also due to the existence of trade barriers on both sides. Matters

of particular concern to Japan are the discriminatory import

restrictions in force in some European countries against certain

Japanese products and the intention of the European Commu¬

nity to keep open the possibility of taking bilateral sectoral

safeguard measures such as are to be found in existing Japanese

trade agreements with Benelux, France and the United Kingdom.

Mainly because of the latter, little progress has been made in

drawing up a trade agreement between Japan and the European
Community.

Conversely recent increases in Japanese exports to European

Community countries have created concern in Europe that

Japanese goods will exert greater pressure on European domestic

and export markets as Japanese export markets are further

diversified particularly as a result of the deceleration of the growth
of Japanese exports to the United States because of further

voluntary restraints and other barriers. This concern has

induced the Japanese Government and business circles to

take steps towards moderating the pace of export growth,

avoiding disruption of European markets and promoting imports
from Europe so as to avoid aggravating trade imbalances.

For certain products, voluntary export restraints have already

been introduced by Japan or are being negotiated at government
and industry level.

Present and Future Trade Policy Problems

In recent years major determinants of Japan's internal and

external economic policies have undergone fundamental changes.

(continued on page 32)

MAIN EVENTS

IN JAPAN'S TRADE POLICY

1960

June: Adoption of "Outline of Trade and Foreign
Exchange Liberalisation Programme" .

1963

February : Recommendation by IMF that Japan accept
obligations of Article VIII prohibiting inter
alia restrictions on payments for current
transactions.

Disinvokation of GATT Article XII allowing
import restrictions to safeguard balance of
payments.

1964

March : Acceptance of Declaration Giving Effect to
Provisions of Article XVI: 4 of GATT pro¬
hibiting export subsidies; abolishment of

special tax exemption for export earnings.
April : Acceptance of obligations of Article VIII of

IMF.

Participation in OECD.

1967

July: First round of liberalisation of capital move
ments (inward direct and portfolio invest¬
ment).

1968

June: Liberalisation of imports of technology (pa
tents, trade marks, etc.).

1969

March : Second round of capital liberalisation.

1970

September: Third round of capital liberalisation.

1971

June: Adoption of first emergency international
economic policy programme.

August: Introduction of Generalised System of Pre¬
ferences.

Fourth round of capital liberalisation.
October : Agreement with the US Government on

control of Japanese exports of non-cotton
textiles.

December : Revaluation of yen by 16.88 per cent against
US dollar under Smithsonian Agreement.

1972

May: Adoption of second emergency international
economic policy programme.

September: Agreement on emergency measures against
bilateral trade imbalance at Japan-US summit
talks.

October: Adoption of third emergency international
economic policy programme.

1973

February : Flotation of yen (an appreciation by about
15 per cent against US dollar).

May: Further capital liberalisation.

September: Abolishment of export control measures (en¬
forced since September 1972).
Opening of Multilateral Trade Negotiations
at a Ministerial Meeting in Tokyo.

(1) For import liberalisation, see Table 1.
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The reformulation of long-term trade policies has been clearly

marked by such factors as the great amplitude of shifts in the

balance of payments, soaring prices, greater environmental

protection, resource shortages and the new problems for

external relations inherent in Japan's important role in the world

economy.

Adaptation of trade structure to new objectives

As a result of policies of the 1 960's, the products of engineering,
metal and chemical industries account for a large part of Japa¬

nese exports; however, the present mainstay items in this group

(steel, ships, home electrical appliances, etc.) may no longer

fully fit into an export structure determined not only by increasing
world demand but also by the requirement for higher producti¬

vity and for natural and environmental resource savings. There¬

fore, policies are being devised to develop the export of high-
technology, high-quality, or knowledge-intensive products. In

order to ensure balanced growth of trade and to counter inflation,

Japan will also have to intensify the promotion of imports of
manufactures from both advanced and developing countries.

Diversification of markets and activities

Diversification of markets has long been a major target of

Japan's trade policies, but in the past mainly as a means of

increasing total Japanese exports. However, the need for

regional diversification is now increasingly felt in the context

of expanding overall external economic activities covering
exports, imports, investment, etc., in a balanced manner and in

harmony with Japan's trading partners. Diversification of

Japan's economic transactions with the OECD Member coun¬

tries is expected to be intensified as Japanese firms show growing

interest in investment in North America and Europe as well as

in multi-country ventures with companies of these areas in third

markets. Japan's economic transactions with advanced re¬

source-producing Member countries (Canada, Australia and

New Zealand) are also likely to expand further partly as a

result of the United Kingdom's entry into the Common Market.

In South and East Asian countries, aside from more vigorous

demands for the improvement of their one-sided trade balance

with Japan, concern is increasing over the rapidly growing

influence of Japanese investment on their local economies.

Here the important task is to build up sound economic relations

with these countries. In this connection potential substitute

markets, such as Latin America and Africa, are acquiring great

importance. Japan's efforts to develop economic relations

with Communist countries are also to be noted. In particular,

Japan's economic interchanges with China are making steady

progress following the normalisation of diplomatic relations and

Japan is already China's biggest trading partner. Similarly,

Japan's trade with the Soviet Union is likely to expand further

especially if projects for Japanese co-operation in the develop¬
ment of Siberia are carried out.

Promotion of liberalisation on a world-wide basis

Problems Japan encountered recently in its external economic

relations have highlighted the extent of Japan's dependence on

the world economy; they also call attention to the importance

of Japan's making substantial contributions to international

efforts to work out improved world trade and international

monetary systems. Thus, it is expected that while continuing

its liberalisation efforts, Japan will intensify its co-operation in

international action in these areas; it is significant, therefore

that the Multinational Trade Negotiations were launched at a

Ministerial Meeting in Tokyo in September 1973.

LIBERALISATION
OF CAPITAL MOVEMENTS BY JAPAN

Upon joining OECD Japan agreed to adhere to the Orga¬
nisation's Code of Liberalisation of Capital Move¬

ments (1). This Code commits Member countries to

permit freely such outward and inward capital transactions and

transfers largely of a long-term nature as direct investment,

security issues, portfolio investment, commercial and financial
credits and loans, personal remittances like family loans, gifts,

inheritances, emigrants' savings, and real estate purchases.

Adherence was perhaps the most important milestone in the

history of Japan's exchange control which began with the Law

for the Prevention of Capital Flight in July 1932, was intensified

during World War II and came to a turning point in 1947.

Beginning in August 1952, when Japan joined the IMF and the

World Bank, the process of dismantling exchange control slowly

gathered momentum. At the end of 1965 Japanese officials
stated that their country had " entered the age of the 'open

economy' upon the acceptance of obligations of Article VIM of

the IMF Agreement and the participation of OECD membership

in April 1964" (2).

Capital liberalisation posed problems for Japan in the early 1 960s
but the Government stated that it had endorsed the objectives

of the Code, had given careful consideration to its provisions and

was prepared to accept any obligations and commitments

arising therefrom (3).

The mechanism of the Code provides for temporary dispensation

from any individual requirements which a Member country is
unable to meet, and at the outset Japan felt obliged to lodge

" reservations " (as these dispensations are called) in the case of
18 of the most important out of a total of some 50 specified

operations.

(1 ) "OECD Code of Liberalisation of Capital Movements",
OECD; latest edition March 1973.

(2) Quotation from documents made available to the OECD
Secretariat by the Ministry of Finance in Tokyo in 1967.
(3) Memorandum of Understanding between the OECD and
the Government of Japan of 26th July 1963, Annex B, para¬
graph 1.
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Trading on the floor of the Tokyo Stock Exchange

Outward Flows of Capital

For a country with hardly more than US S 1 .8 billion official gold

and foreign exchange reserves (1 963), such caution in the matter

of capital outflows was indicated.

Under the reservations outward direct investment was fully

restricted. In addition to overriding balance of payments

considerations, applications were moreover scrutinised to see

whether the investment fitted in with overall national planning

for industry and trade and whether domestic investors were not

embarking upon inopportune enterprises or indulging in excessive

competition among themselves. The authorities thus watched

over the optimum employment of the country's resources and

made sure that nothing was done that did not fit in with their

wider objectives. They also felt that with their greater

experience they had a duty to save potential exporters of capital
from ill-considered or speculative projects.

In 1 969 a first step towards liberalisation was taken : investments

up to US $ 200,000 were automatically permitted without any
provisoes. In 1970 this limit was raised to US S 1 million, and
in 1971 it was abolished altogether. Since then outward direct

investment is thus liberalised, the only exceptions being invest¬

ments in banking, the securities business, fisheries and the culti¬

vation of pearls. The two former areas are presumably excluded

so that banks and security dealers should not be able to circum¬

vent internal regulations by going off-shore; the two latter res¬

trictions are most likely designed to safeguard Japanese exports
in these sectors.

Outward portfolio investment was also severely restricted in

1 964, mainly for balance-of-payments reasons but also to protect

the investor against uninformed decisions. In 1970 Japan

adopted liberalisation measures that had been suggested earlier

by OECD : resident institutions for collective investment, so-

called mutual funds, were allowed to buy foreign securities up to

an overall limit of US $ 100 million. By purchasing the certifi¬

cates issued by these institutions, every Japanese resident could

thus acquire an interest in foreign securities which were selected

and held in safekeeping by experts, a system which ensured that

the investor had qualified professional advice and that capital

flight was ruled out. In January 1971 a similar free limit of

US $ 1 million was established for insurance companies. In

July of that year purchases of foreign securities quoted on a

recognised security market were fully liberalised for everybody

with the sole proviso that they had to be made through authorised

security dealers, a precaution which is not at variance with the

liberalisation obligations of the Code. Purchases of unquoted

foreign securities remained restricted, however.

(continued on page 34)
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Certain transfers abroad for personal reasons such as family

loans, gifts and emigrants' assets were restricted in 1964 but

fully liberalised in 1970 and 1971. Restrictions on real estate

purchased abroad were also abolished in 1971.

Any non-resident-owned blocked accounts resulting from income

or liquidation of the so-called "yen basis" foreign investments

in Japan which had been allowed prior to July 1963 were also

freed in accordance with the Capital Movements Code.

When her 1 963 gold and foreign exchange holdings had increased

ten-fold (US S 1 7 billion at the end of 1 972) Japan had as far

as capital outflows are concerned carried out a substantial portion

of her original intention to " continue to take further measures of

liberalisation in accordance with the spirit of the [Code| " (4).

Only the admission of foreign securities to the domestic capital

market, financial credits and loans, medium- and long-term

commercial credits and credits to finance trade between third

countries remained restricted, mostly for reasons of monetary

policy but also because of the need to give priority to domestic

capital requirements in a market which is as yet not fully matured.

It is unfortunate, however, that under the stress of the recent

deterioration of the balance-of-payments position the Ministry

of Finance felt obliged in January 1974 to advise Japanese

security dealers of the undesirability of new net outward portfolio

investment by Japanese residents under the circumstances a

measure which has much the same practical effect as a down¬

right prohibition or the introduction of a closed-circuit foreign

investment currency market.

Inward Capital Flows

On the capital import side progress has proved rather more

complex, especially in the important sectors of direct investment

and portfolio investment. Probably the most intriguing feature

in the whole picture is the reluctance of the Japanese authorities
to admit inward direct investment.

At the time of adherence, the Japanese Government promised

that they would in future deal with all applications for inward

direct investment in the spirit of the Code and would disapprove

applications only in exceptional cases where serious detrimental

effects to the economy were to be feared. Concerning such

investment, consideration would be given in particular to the

following factors:

(a) coordination of industrial development with special regard
to small and medium enterprises;

(b) maintenance of full employment; and

(c) internal and external financial equilibrium (5).

The doors remained practically closed, however, and even

today after five " rounds " of liberalisation which took place in
1967, 1969, 1970, 1971 and 1973 the situation is not really

satisfactory.

There are various explanations for the basically restrictive attitude

which is manifested in policy as well as procedure: historical,

structural, economic and political. Things foreign were until

recently basically unfamiliar in Japan. The Government is more

closely and more deeply involved in economic activities than in
other Member States. Orderly competition, steady demand for

labour and security of employment, modernisation of small

enterprises are its immediate concern. In addition to overall
orientation of economic and especially industrial development,

the State feels it has specific responsibilities for newly developing
sectors which in some instances it discharges through " official

guidance ". On the other hand, smaller companies lean to

a large extent upon government and, correspondingly, seek its
advice. Questions arise in the mind of the authorities: would

foreign-controlled concerns respond to official direction in the

same way? Would foreign capital dominate limited domestic

resources to the detriment of orderly industrial development as

government plans it? Would foreign investors defer to the rules

and be responsible to the practices and needs of the dual eco¬

nomy? Would they respect the traditional role and position of

the small enterprises? Would they appreciate that Japan is
" different "?

Liberalisation of inward direct investment is thus largely a

question of timing. It can only be introduced gradually lest it

upset the existing order, leading to excessive competition and

interference with planning.

The present situation is that three large groups of industries are

entirely closed to foreign investors: agriculture, forestry and

fisheries ; oil and leather. Two industries are open to 50 per cent

foreign equity participation: mining and large-scale retail trade.

Foreign investment in processed cheese manufacturing is also
restricted. Then there is a list of 17 branches of economic

activities which remain closed or half-closed until six specific

dates ranging from August 1974 to April 1976. This list

contains a wide range from fruit juice and gramophone records

to data processing machinery and pharmaceutical and agricul¬
tural chemicals.

For the remaining branches, foreign participation in an existing

enterprise will be permitted if this has been duly approved by

the company concerned.

In practice, the potential foreign investor will only know whether

and under what conditions he can come into Japan whatever

his proposed activity after he has made an application and

embarked upon negotiations with the authorities, which are

often long and painstaking.

In 1 965 the total amount of foreign direct investment authorised

to come into Japan was US S 44 million involving 106 cases.

In 1972 this figure had risen to US S 160 million and 747 cases.

Foreign investment in quoted and unquoted Japanese shares is

to all intents and purposes free and has been so since 1964.

There are percentage limitations on foreign equity participation

in each enterprise to ensure that a portofolio investment is not,
and does not become, a direct investment. In line with the res¬

trictions on direct investment, thresholds vary between different

groups of industries, and in some instances exemptions are

granted. Despite their very complex nature, the rules have not

presented difficulties in practice.

In 1 965 foreign purchases of Japanese shares were authorised in

the amount of US S 41 million (8,566 operations). In 1972

this figure had risen to US $ 4.3 billion (75,635 operations).

Foreign purchases of the shares of Japanese institutions for
collective investment are free provided the underlying assets

do not consist exclusively of bonds. Foreign purchases of

Japanese bonds are still restricted.

When Japan experienced extraordinarily disequilibrating capital

inflows and the yen came under serious revaluation pressure in

(4) Memorandum of Understanding between OECD and the
Government of Japan of 26th July 1963, Annex B, paragraph 7.
(5) Memorandum of Understanding between the OECD and
the Government of Japan of 26th July 1963, Annex B, para¬
graphs 8 and 9.
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October 1972, Japan was obliged to have recourse to the

derogation procedures of the Capital Movements Code and

temporarily restricted the purchase of all Japanese securities by
non-residents. These measures were withdrawn in November

1973.

Purchases of real estate by non-residents were originally

restricted, but since 1966 they are permitted as long as the

property is to be used for residential or other non-profit-making

purposes or for administrative offices.

The issue of Japanese securities abroad, inward financial credits

and loans and medium- and long-term commercial credits

remain restricted. The reasons for Japanese policy on the first

two of these operations are to be found in the desire to safeguard

monetary policy and to exercise a general surveillance over

foreign borrowing by residents.

Thus Japan has made considerable progress on the road mapped

out in 1964 at the time of entry into OECD and leading to

closer financial integration with other countries, but the important

problem of foreign direct investment in Japan has not yet been
resolved.

JAPAN'S ACTIONS TO PRESERVE
THE ENVIRONMENT:

THE FKHT FOR CLEAN Alt AS AN EXAMPLE

Japan's interest in preserving the environment corresponds to the magnitude of the problems created by rapid
industrial growth. Since the creation of OECD's Environment Committee in 1970,

Japan has participated actively in this work. Air pollution is one of the major environmental
problems and Japan has made considerable progress in developing and implementing air

pollution control strategies. In order to share this experience the Japanese government invited the Air
Management Sector Group of OECD's Environment Committee to hold a special technical

session in Japan. A report on this session presents the Japanese experience and gives
the views of the Sector Group at the time of its visit (1 ) .

The Japanese public became aware of the problem of air

pollution at an early stage. The first important occasion
was in 1 961 , when the inhabitants of Nishinomiya became

worried about the plan to set up a petrochemical complex and,

together with local industrialists, succeeded in having a scientific

pre-siting investigation made of the potential risk of air pollution.

Then there was the Yokkaichi petrochemical complex, which it

was decided to construct in 1955. It was completed in 1960

and aroused vigorous protests, but only after going on stream,

and helped to expedite the passing of the Smoke Control
Act in 1962. A multidisciplinary commission was set up to

study the situation at Yokkaichi and made proposals for improv¬
ing it, on which the Environmental Pollution Control Act of 1967
was based.

In 1964, citizen action groups were organised. Using the slo¬

gan " no more Yokkaichi " they launched a campaign against a
petrochemical development project in Shizuoka Prefecture, as
a result of which the firms concerned had to give up the project.

This case caused a great stir in government, financial and indus¬
trial circles and showed that environmental pollution had become

a political issue.

Industry's Efforts

Meanwhile Japanese industry has been spending more and more

on air pollution control, the total rising from 29.7 billion yen in

1965 to 163.7 billion yen in 1970. It now spends an average

of 1 1 .5 per cent of all capital investment expenditure on provid¬

ing pollution control facilities. These figures come from a report

by the Ministry of International Trade and Industry (the MITI)

and give an idea of the size of the problem and the amount of

resources spent on tackling it.

Japan's rapid industrial expansion in the last two decades has

been accompanied by a corresponding increase in the demand

for energy, and the rising consumption of fossil fuels has led

to higher levels of air pollution in the industrialised urban areas,
which are concentrated in a narrow coastal strip amounting to

only 1 8 per cent of the area of the country.

The high level of air pollution in Japan (see Table 1 ) and the

rise in pollution levels do not mean that the efforts of the govern¬

ment and industry have produced no positive results, but that

industrial production has been rising even more steeply. Taking

1968 as a starting point, being the first year when the Japanese

programme for abating air pollution was in operation, the Group

found, for example, that the recorded increase in sulphur dioxide

levels was distinctly less than the increase in the consumption
of fuel oil.

The Air Management Sector Group of the OECD's Environment

Committee was impressed by the progress made in desulphuris-

(1) This report will be printed under the title
tion Problems: the Japanese Experience ".

Major Air Pollu-
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ation techniques in Japan. Many fuel oil and flue gas desul-

phurisation plants are planned or being constructed and great

efforts are being made to develop desulphurisation techniques

by cracking and gasification of heavy residual oil, the goal being

to put these techniques into practice by 1975.

Government Action

The Japanese Government has set up an Environment Agency

which comes directly under the Prime Minister and in a relatively

short time it has drawn up an abatement programme mainly for

sulphur oxides and suspended particulates. The main points

in the programme are as follows:

an Air Pollution Control Act, together with very detailed regula¬

tions for putting it into force;

the use of air quality criteria for determining upper permissible

limits for ambient concentrations of pollutants, these limits to be

adjusted to the particular conditions in each area, and the use of

combined norms for emissions and air quality for obtaining the
required concentrations;

the combined use of experiments with wind tunnels and com¬

puter models for planning purposes, claimed to be an original

feature of the Japanese programme;

research into desulphurisation techniques and intensive use of
them.

Air quality standards were laid down in Decrees pursuant to the

Air Pollution Control Act and cover sulphur oxides, carbon mono¬

xide and suspended particulates. Further standards are being
worked out for lead, nitrogen oxides and oxidising agents.

These standards are determined almost entirely by the effects

of the pollutants on human health as assessed in Japan, but it is

also intended to take account of their ecological effects.

In case of emergency, additional standards are enforced, depend¬

ing on two criteria, namely, the fear of any risk to human health,

and the fear of grave danger to human health. Temporary

abatement measures have to be taken when certain pollution

levels are reached and look like persisting because of weather
conditions.

The same Decrees for implementing the Act also prescribe a

series of emission standards, at present applied to sulphur oxides,

dust and soot. With regard to motor vehicle emissions, a

maximum permissible limit has been fixed for carbon monoxide

in exhaust gases and new, more stringent standards can be

expected.

These emissions standards are laid down at national level, but

there is co-operation between the Central Government and the

Prefectural Authorities, in accordance with Japanese adminis¬

trative practice, whereby a Prefect is empowered to apply stricter

standards for any substances other than sulphur oxides, depend¬

ing on local conditions, such as the type of industry concerned,
or weather conditions, so that the national standards are mini¬

mum standards. Moreover, in an emergency the Prefect may
request, recommend or direct that steps be taken to abate

emissions. The Prefectures of Tokyo, Osaka and Chiba for

example, have drawn up emergency plans. The plan for Chiba

is, in case of emergency, to make the 53 factories which emit

sulphur oxides change over to burning low sulphur content fuel

oil or fuel containing no sulphur. The plan consists of two

stages, the emissions being abated by 25 per cent in the first

stage and by 53 per cent in the second stage. Under the Act,

any person disregarding these emergency measures may be sen¬

tenced to 6 months' imprisonment or a fine of up to 1 00,000 yen.

Surveillance and Monitoring

Emission standards for sulphur oxides are tailored to the charac¬

teristics of the area in question. They are related to maximum

tolerable ground-level concentrations which depend on the

industrial lay-out in the area, the climate, atmospheric stability
and topography. When new industrial plants are planned, a

pre-siting plan is drawn up with the help of several forecasting
techniques, including wind tunnel tests, models of stacks, field

tests and computer modelling. The combined results of calcula¬

tions using these techniques seem to provide an effective tool

for planning pollution abatement strategies and for regional
development.

For monitoring existing plants fifteen national monitoring sta¬

tions have been set up to cover Japan, each being equipped
with automated monitors for sulphur oxides, nitrogen oxides,

carbon monoxide, suspended particulates, oxidants and hydro-

1. ANNUAL MEAN VALUES OF POLLUTANTS IN 1970

City

(V

so2
ppm

(1)

Suspended
particulates

Hfir/m3

(D

Dustfall

ti'km2/'month

(3)

NO,

ppm

(D

CO

ppm

(3)

Oxidants

ppm

(3,4)

Oxidants

(hourly

maximum)
ppm

Tokyo 	

Kawasaki ....

Osaka 	

Amagasaki . . .

0.030

0.075

0.059

0.058

160

182

157

136

10-20

29(2;

10-20

10-20

0.039-

0.064

0.053

0.042

0.025

5.100 0.041

0.031

0.290

0.360

0.240

0.210

(1) Value given is averaged over all monitors in the city indicated (Monitoring of Air Pollution in Japan, Environment Agency, May 1972).

(2) 1969. (3) Source : OECD. (4) 1971.
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One of the world's first residual oil desulphurisation systems, carried out by Idemitsu Kosan at its Chiba oil refining plant.

carbons. They also record wind direction and velocity, tem¬

perature and humidity and are equipped to analyse particulates
for concentrations of metals such as cadmium, lead, zinc, cobalt,

copper, iron, manganese, nickel, tin and vanadium. In 1972,
over 700 local monitoring stations were added to this national
network. In liaison with the local authorities, the Japanese

Government is actively promoting the establishment of an air

pollution surveillance and monitoring system. Unlike many
other countries, Japan does not consider that the costs of moni¬

toring are high. Indeed, it regards them as relatively low com¬
pared with the investment which industry is being asked to make
in abatement facilities.

Abatement Strategies

Two strategies, or a combination of them, are used in Japan
for making stationary sources comply with the air quality stan¬
dards, namely, raising stack height (or building centralised stacks),
or lowering the sulphur content of the fuels used. An example
of the tall stacks strategy is found in the succession of plans
for the industrial complex at Mizushuma.

In 1965, the mean sulphur content of imported crude oil was

2.04 per cent, but in 1 969 it had dropped to 1 .68 per cent. The
government is now encouraging imports from South-East Asia

and West Africa. The Environment Agency's stated objectives

for environmental protection are given in the following table.

The Japanese authorities now consider it imperative to take

steps to control soot and dust, including putting up new dedust-

THE STRATEGY OF GIANT STACKS

AT MIZUSHUMA

Stack height

50 m 	

50-100 m	

100-150 m	

> 1 50 m	

Total number of stacks 	

Centralised stacks 	

Mean emission concentration

Number of stacks

Original
plan

147

51

36

3

237

12

630 ppm

Revised

plan

128

46

31

11

216

26

590 ppm
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3. INTENDED REDUCTIONS IN SULPHUR CONTENT OF CRUDE PETROLEUM

1967 7573 1978

Fuel

consumption
m3 x 706 0//o

Fuel

consumption
m3 x 10* %

Fuel

consumption
m3 x 10e %

Excessively populated areas (1 ) 	

Polluted areas (2)	

Threatened areas (3)	

22.97

13.07

2.41

2.51

43.60

28.30

27.50

0.90

1.30

1.45

55.00

46.00

54.00

0.55

0.80

1.00

All areas requiring countermeasures . . . 36.04 2.45 99.40 1.20 155.00 0.80

Fuel supply to all sectors of the economy . 63.90 2.50 155.20 1.50 220.00 1.15

(1 ) Excessive population and extremely polluted air due to the disorderly establishment of industries.

(2) Pollution levels exceeding environmental quality standards.

(3) Threat to exceed air quality standards, if sulphur content in fuels is not reduced.

ing plants and developing high-capacity particulate arrestment
equipment, as well as steps to control motor vehicle emissions.

Another strategy which it is encouraging is to create open spaces
inside industrial complexes.

Pollution Warning

The powers vested in the Prefects enable them in case of emer¬

gency to impose measures such as stack control, to make agree¬
ments with local industry, and to appoint government-trained
officers to help in putting into effect pollution abatement
measures in factories.

The present "pollution warning" system struck the OECD
Group as being the weak point in these emergency measures,
especially in respect of photochemical air pollution. In the case
of excessive air pollution the warning is given after the concen¬

tration of pollutants has exceeded a given figure, but this proce¬
dure is not able to prevent an accumulation of air pollution if
the air is stagnant and especially if the pollution is by oxidants.

However, Japan has a well-developed monitoring system which

combines surveillance, data transmission and data processing
and reveals an accumulation of pollution as soon as it starts to

form. By processing the information it is possible to compare
the degree of concentration in a test pollutant with its " expected "
concentration at the same place, in the same weather conditions

and over the same length of time. As soon as the concentration

exceeds the forecast, prior warning is given to the main source

of pollution. This system is already able to give warning of
pollution by sulphur oxides several hours before the pollution
level actually exceeds the standards and, in the case of oxidants,

at least 12 hours prior to photochemical reaction conditions.

Combined Strategies

Pr* * i

A mobile air pollution control van in Osaka.

Apart from these individual strategies, the Japanese Agency for

Science and Technology has pointed out that combined strate¬

gies are required for protecting the environment. A stop must
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be put to future deterioration of the environment and to do this
the right means must be chosen, including perhaps planning pro¬
grammes for putting new land into use, reserving open spaces,
transferring industries, and controlling transport facilities and
other services. The public's understanding of the quality of life

is clearly part of a group of problems which are more complex

than the single problem of pollution, so that pollution control
strategies should be included in a combined strategy covering
all the factors affecting the quality of life. According to the

Environment Agency, a severe pollution control policy applied at

national or regional level might have undesirable effects, if other

national priorities were disregarded.

NUCLEAR POWER IN JAPAN:
THE KEY M AN ENERGY-DEPENDENT ECONOMY

The fact that Japan has little indigenous coal and no indigenous oil has made the country's
stability and economic progress almost entirely dependent on imported fuels, nearly three quarters of which

currently comprise oil.

The vulnerability of this energy situation has been very

clearly highlighted by recent world events, though the
fact that it was already appreciated by the Japanese

authorities is demonstrated by the substantial nuclear power

programme which has been under way since the second half
of the 1960's (Graph A).

Nevertheless, as the Graph shows, the nuclear proportion of

total generating capacity is for the moment very small, and in
view of the time lapse between a decision to build a new station
and its coming into service (which, including delays due to safety
assessments and licensing procedures, public enquiries, etc.,

may be from 6 to 1 0 years), it is clearly not possible to bring about
rapidly any substantial change. Moreover, there have been
various indications recently that these " lead times " are tending
to increase, due to causes ranging from late delivery of com¬

ponents to a not-negligible opposition from some sectors of
the public (which is able to exert influence in Japan through
a recently introduced "public hearings" system similar to that
adopted in the United States). Over the next two decades,
therefore, reliance on oil as the major energy source would seem

inevitable, even if some speeding up of the nuclear programme

beyond 1980 could be achieved.

Furthermore, it is to be noted that the only use of nuclear power
which has so far reached commercial industrial proportions is

in the generation of electricity; and although electricity is a
most important and necessary part of any developed country's
energy economy, it represents no more than 25 to 30 per cent
of the total, the much larger part comprising industrial process

heat, domestic heat obtained by direct combustion of fossil

fuels, and most transportation other than electric rail services.

Although some portion of this notably domestic heating
could in principle be replaced by electricity, the net loss of
overall efficiency in the use of the original heat (since most

electric power stations have efficiencies between 30 and

40 per cent) would be enormously increased (1 ). This suggests
that there must always remain, in civilised communities as

currently known, a substantial basic dependence on easily
transportable liquid or gaseous fuels, the only way in which
this could be affected by nuclear power being through nuclear

methods for synthesising artificial replacement fuels.

For this reason there is great interest, in many countries through¬

out the world, in the possible use of nuclear heat for such

processes as coal gasification or hydrogen gas production be
high-temperature dissociation of water. However it may by
noted that such processes are as yet at an early stage, and cannot

be expected to have a significant effect on the " energy pro¬
blem " before the next decade at best.

What therefore is the maximum contribution that nuclear energy

might, given the resolution of administrative problems (mainly
questions governing authorisation to construct and operate
nuclear plant) and the achievement of wider public understand¬
ing, be expected to make to resolving Japan's present diffi¬
culties concerning energy supply? From what has been said
above, it is clear that there are clearly defined limits to the

scope for an accelerated nuclear programme, limits which must
first of all comprise the maximum percentage of total energy
demand which could immediately be met by nuclear electricity

supplies, but must also include questions of industrial capacity
and available finance, together with limitations resulting from

the search for appropriate sites for new installations and secur¬

ing public acceptance for their use in this way.

An Accelerated Nuclear Programme

Because of the " lead times " for nuclear power station construc¬

tion (which incidentally are not greatly in excess of those for
conventional fossil-fuelled stations) no decisions taken today

can greatly affect the amount of installed capacity before the
early 1980s. The most that might be achieved would be some
small acceleration of the construction programme already

agreed. This might result in a few per cent more nuclear capa¬
city by 1980 than that indicated in the first projection (see
Graph A).

By 1985 however, provided the necessary decisions and appro-

(1 ) Unless the low-grade (i.e. low-temperature) "waste heat"
from power stations is used for local domestic heating or other
purposes (such as warming water for fish breeding) which
could increase overall efficiency though only at extra initial cost.
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vais can be secured within the next two years or so and, pro¬
vided sufficient industrial capacity can be made available, as

much as 30 per cent extra nuclear capacity could be on line;
by 1990 this could be 40 per cent more, and between 50 and

60 per cent more by the year 2000. This could mean that over

90 per cent of all Japanese electricity production would be

nuclear by the end of the century.

Some indication of what such an accelerated programme would
mean in terms of uranium fuel demand is given in Table 1 which
also shows on the hypothesis that the programme remains

predominately based on reactors requiring enriched fuel the
increased demand for such fuel which could result.

These increased requirements, though of very great significance
to Japan, would represent a relatively small part of expected
total world demands, and there is every reason to believe that

they could be met without causing problems in markets else¬
where. It is true that current forecasts of world demand both

for uranium and for enrichment indicate that further prospecting

should be undertaken urgently, and that plans for additional

enrichment plant (the construction of which involves " lead

ANNUAL DEMAND FOR URANIUM

AND FUEL ENRICHMENT

1975 1980 1985 1990

Uranium

(10 3 tonnes metal)
Current programme 2.3 1A 11.1 17.3

Accelerated programme 2.3 7.8 14.4 24.2

Enrichment

(Î03 tonnes Separative
Work*)
Current programme 1.3 3.8 6.2 9.1

Accelerated programme 1.3 4.0 8.0 12.7

(') The Separative Work unit (SWU) is a measure of an amount of
isotopic separation of fissile uranium 235 from non-fissile uranium 238

corresponding, for example, to high enrichment of a small quantity
of fuel or lower enrichment of a larger quantity.

times" similar to those for nuclear power stations) should
similarly be implemented within the next few years, if shortages
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are to be avoided in the early 1980s (2). But there is already

evidence that the necessary action is being taken in both these
directions.

Japan herself has very little indigenous uranium, so that most

of her requirements must (as with most other fuel supplies)

be obtained abroad. The great advantage of nuclear fuel is

that the quantities involved for any given power programme are

infinitesimal compared with equivalent quantities of oil or

coal; further, because the fuel cost for nuclear power is only

a very small percentage of the total cost per kilowatt-hour,

large changes in uranium prices cannot greatly affect the power

economy.

Nuclear Power and the Environment

The above would, without additional reasons, provide a power¬

ful argument for increasing nuclear power capacity in Japan as

rapidly as possible. However it may also be recalled that

nuclear power has other important advantages, notably from

the viewpoint of environmental protection. Compared with

the effects of the very large quantities of sulphurous gases and

particulate matter discharged into the atmosphere by fossil-

fuelled power stations, those of the releases from the nuclear

stations (mostly comprising radioactive gases produced during
the fission reaction) are so small as to be practically negligible.

These releases are nonetheless subject to extremely rigorous

controls, which are normally considerably more severe than

what would be necessary to meet the (already conservative)
criteria of such bodies as the International Commission on

Radiological Protection (ICRP) which is the world authority

responsible for evaluating radiation effects and establishing safety
limits.

The most important environmental effects of nuclear power

stations, however, are not concerned with radioactivity but

with waste heat discharge, and here most nuclear stations are

slightly less satisfactory than conventional (oil or coal) stations.

This is because the overall efficiency of a nuclear station is

usually somewhat lower than that of a fossil-fuelled station

(30-33 per cent instead of 35-40 per cent), which results in
rather more energy being discharged as waste heat compared

with that usefully converted into electricity in a nuclear station

than in a conventional one. However this is no problem if the

" waste " heat can be turned to good use, as for example is

done at the Japanese Research establishment at Tokai-Mura,

where warm water from a power-producing nuclear installation

is used for the breeding of fish. The yield of young fish (and

their size and rate of development) has been noticeably improved

by this method.

Finally, nuclear power (like power from fossil fuels) cannot be

(2) See, for example, " Uranium: Resources, Production and
Demand " published by OECD in August 1973.

The light-water reactor power station of Kansai Electric Power Company at Mihama on the West Coast of Honshu Island.
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NS Mutsu, Japan's first nuclear merchant ship.

produced without at the same time producing waste materials.

In this case the materials are highly radioactive, but are confined
inside the fuel elements at the nuclear reactor until these are

removed for " reprocessing " a mainly chemical operation for

the recovery of unused uranium fuel as well as certain valuable

by-products of the fission reaction.

A considerable part of the "waste" from such reprocessing

operations is highly radioactive, and in particular contains small

quantities of materials which remain radioactive for hundreds or

even thousands of years. However these materials are produced

only in minute amounts, and are thus comparatively easily

dealt with by storage in protected areas. Other methods of

treating them notably by their incorporation into stable

glass-type substances (which can then be handled, transported,

and stored comparatively easily) are currently being developed.

It should be emphasised that virtually all these highly active

wastes (over 99 per cent) are retained in the nuclear fuel until

the reprocessing stage and do not therefore present any special

problems until they are separated in a fuel reprocessing plant.

Even here, their handling, storage and eventual disposal is

greatly simplified because the quantities involved are very

small, typically some 1 -2 cubic metres of solidified waste from a

year's operation of a 1,000 electrical megawatt light-water

reactor power station.

Nuclear Industry

The foregoing has tended to concentrate on nuclear power for

electricity production, though most of what has been said

(notably about radioactivity and radioactive wastes) applies
equally to reactors used for other purposes (such as coal gasi¬
fication, hydrogen production, steelmaking, and process heat

generally) which may eventually be far more important for the

economy of Japan (and indeed any other country) than elec¬
tricity generation alone.

Very special reactors are likely to be required for such applica¬

tions, and it may be mentioned that Japan is making an import¬

ant contribution to the development of such reactors notably

the high-temperature helium-cooled reactor with a graphite
core structure (3).

Lastly, mention should be made of the great promise of nuclear

power for ship propulsion. During the era of cheap oil fuel,

nuclear powered ships could not expect to compete with conven¬

tional vessels, but the recent dramatic changes in this situation

have already stimulated renewed studies of the economics of

nuclear ships. Such ships would, of course, also embody all

the same environmental advantages as land-based nuclear

plants, and it may be confidently predicted that the coming

decades will see them brought into service in greatly increased
numbers.

Japan is a pioneer in this field, the NS Mutsu being among the

world's first nuclear-powered merchant vessels. NS Mutsu

will certainly be the forerunner of a fleet which will maintain

and develop the country's prowess in shipbuilding and maritime

navigation.

(3) This type of reactor has been largely pioneered by the
OECD " Dragon " High Temperature Reactor Project.
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THE ROLE OF WOMEN
I\ THE ECONOMY

An upward trend in the employment of women has been one of the
more striking social developments in almost every industrialised country
since the end of World War II. In the last twenty-five years the
participation of women in the labour force in these countries has not

only grown in numbers but has also undergone far-reaching structural
change. Its age and class composition have altered and its centre of
gravity has shiftedfrom agricultural and industrial jobs to white collar
and service occupations. The profound social implications of these
changes are only beginning to emerge. Under the aegis of OECD,
a number of Member Countries (1 ) have prepared national reports
on the role of women in their nations. The Manpower and Social
Affairs Directorate of OECD has summarised these findings in " The
Role of Women in the Economy " prepared for use in a Meeting of
Experts, held at Washington D.C. at the invitation of the US Govern¬
ment in December, 1973. A revised report, which will take into

account the conclusions reached at that meeting, will shortly be issued
by OECD.

advent of labour-saving appliances and
perhaps more significantly as they began
to bear fewer children (2). Less time in
housework, the completion of child-bear¬
ing at an earlier age, and an increase in

life expectancy gave women a longer span
of years in which to engage in activities
other than rearing children.

Rising living standards, accompanied by
prolonged education, and industrialisation

and expanded job opportunities in the
cities gave impetus to the need for women's
services outside the home.

The process of change was retarded by the
depression in the Thirties, when there was

little incentive for women to seek jobs
which men could not find, but the drama¬

tic need for labour during World War II
opened up new fields to women. The

return of the soldiers once again sent
women back to the home in the late 1940's

and early 1950's, but the wartime work

experience was a significant break with

tradition, and many women continued to
work or returned to work in the 1950's

and 1960's.

While the role of women in the

economy has undergone pro¬
found changes in the past two

decades, a combination of factors, includ¬

ing education, self-image, family respon¬
sibilities, and stereotypes of " women's

work " continue to inhibit full " equality "
of women with men in office, factory and
profession.

Women's activities outside the home,

particularly for married women, have

increased, but a millenia-long feature of

social equilibrium in most societies has

traditionally designated the family as their

central focus. It has consequently proved
very difficult for them to assume full and

equal roles in the world of work so long as

their home role has remained so unequal.
Says OECD's report " It is not surprising,
...that women's growing presence outside
the home raises ... very basic questions

about the structure of society about the

organisation of work and about roles in the

family. The desires of women for more

equal opportunities for participation in

all areas of human activity and expression

have generated potent pressures for social

change. The ... adjustments required will

affect a whole range of social activities,

organisation, and planning. "

Historical

Background
Although the transition from an agrarian

to an industrial economy was underway in

most OECD Member countries by the

early 1900's, little change occurred in the

working pattern set by early generations
of women until World War II.

Their role as home workers and child

rearers was gradually altered with the

Service Sector
has Grown

Until World War II, women in the labour

force were single and from the middle

class, holding white collar jobs until they
married; or were single and married wo¬

men in poorer circumstances working in

factories or domestic service. In post¬
war years, the economies of most countries

have undergone significant structural chan-

(/) Australia, Belgium, Canada, Denmark,
Finland, France, Italy, Japan, Sweden and
the United States.

(2) In 1900, married women bore an aver¬

age ofsix children ; by 1950 about half that ;
today even less. It should be pointed out
that the drop in infant mortality has less¬
ened this gap in family size. In recent
years, birth control measures have contri¬
buted to a further drop in births.
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WOMEN

IN THE ECONOMY

left to right :

Norwegian Minister
of Social Affairs,

Sonya Ludvigsen ;

Indian eye specialist
Dr. Hamida Saiduzzafar ;

Lioubov Oulanova

of the USSR,

first woman jetliner pilot ;

Assembling part
of the guidance system

of a Polaris missile

in Bedford, Ohio, the U.S. ;

Medical students in Tokyo ;

A traffic warden

in Leicester, the U.K. ;

Machining crankshafts
in Saab Scania's factory

in Sodertalije, Sweden.

ges as the earlier predominance of agricul¬
ture and then industry, has, under the

impact of expansion and growing prosper¬
ity, been challenged by the rapidly
developing service sector. The latter has
created a permanent, if initially small,
demand for women to fill an increasing
number of white collar and service func¬

tions. Those responding to these multi¬

plying opportunities, points out the OECD
report, have increasingly been middle class
married women in their middle years,

returning to work after a lessening of
family responsibilities, and, most recently,

women in their twenties and thirties with

young children.

The M Curve

However, the continuing pattern of women
in the labour force is characterised by the

so-called M curve, which graphically

illustrates the periods in women's lives

when they work. Before and in early

marriage, the percentage goes up, falling

sharply with the advent of children and
increased home responsibilities, and rising,
once the children are able to care for

themselves. That this curve has not

changed despite the decrease in agricul¬
tural work is due primarily to the growth
of the service sector.

The increase in total employment of
women is not universal, taking place

mainly in Australia, Canada, France and
the United States. In Denmark, Fin¬

land and Sweden, which have tradition¬

ally had high levels of participation by
women, the proportion has remained
relatively stable, while a slight decrease

has occurred in such countries as Japan

and Italy. In the latter cases, the fall is
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usually caused by the fact that women

who had previously helped on family

farms have not taken up new work when

their husbands enter the factory.

Factors In flucncing
Employment

of Women

Based on preliminary data furnished by

Member countries, the OECD report

reveals the close connection between the

participation of women in the economy
and such factors as age, marital status,
number of children, education, the socio¬

economic status of their husbands, and

the geographic area in which they reside.
For example the OECD report reveals
that:

1. the more women are educated, the
higher their participation;
2. a much greater range of employment
opportunities is available in urban than

in rural areas ;

3. women are more likely than men to
work part-time;

4. labour turnover and absenteeism (prin¬
cipally of married women with young child¬
ren, setting them apart from both men and

single women) are higher. However,
French, Swedish and Danish studies indi¬

cate that rates of turnover and absenteeism

diminish (for both men and women) as
pay level and job status rise;

5. education also influences unemploy¬
ment rate, with more educated women

less likely to be without work. Although
women are more likely than men to swell

unemployment rolls, the statistics may be
slightly deceiving. Many women are
" entrants " to the labour market, who

are attracted by the idea of work but find

that working outside the home poses more
disadvantages than advantages in view of
their home responsibilities.

Education a Key
to Role Identification

Women's role is sharply influenced by
kinds of education they receive. Rela¬
tively few women are involved in vocational
courses other than in their traditional

fields. At the college level, women tend
to go into letters and arts, while mathe¬

matics and science are still largely pre¬
empted by the male contingent.

The kind of training chosen often depends
on stereotyped conceptions which conti¬
nue to orient women towards " feminine

occupations " such as teaching, welfare,

nursing, secretarial work, food-handling,
and sales, while technology, industriali¬
sation, and science-based work is consid¬

ered " masculine ".

Easing the Path

Long a concern of the Manpower and
Social Affairs Committee of OECD, the

question of " flexibility in working life "
is closely linked to the working potential

of parents, a word increasingly used in
place of married women alone. Part-day,
part-month, and part-year arrangements,
shared and split-level jobs, the 35 hour

week, the 10-hour day and four-day week,
flexible working hours, all of these can

help particular families to combine home
and work in a more rational fashion.

More flexible working hours have in

practice often increased production, re¬

duced absenteeism and overtime needs,
and, more intangibly, soothed nerves

irritated by conflicts between home and

factory needs.

A final factor in the parent's work equa¬
tion is the fact that women still do more

than 50 per cent of the work in the home,

even after they have taken jobs. Thus a
rearrangement of home roles is needed to

permit fuller participation in work outside.

Another obstacle to the widened employ¬
ment of women is government legislation
and its application to working women.

Often taxes take away the advantages
accrued by the wife working, and benefits

of social security, unemployment and
pensions are not geared to both partners
working. The whole question of child

care also comes into play, since a system,
or lack of one, which is costly to parents
can discourage women from taking jobs.
One of the recommendations of the

December meeting in Washington, which
was attended by officials from eleven

countries, was that OECD urge the

International Labour Organisation (ILO)
to review its conventions relating to
women's status in employment. Indivi¬

dual countries were also encouraged to

review " protective " legislation and all

other laws which place women in an
unequal position in the labour market.

OECD was also urged to undertake a

comparative analysis of various national

approaches to child care, e.g. private
initiative, public centres, and/or integration
in formal education systems, and their

relative value to children, parents and

governments.

An overriding concern with equal oppor¬
tunity resulted in a recommendation that

job classifications which often result in

low pay and status for women generally
be revised.

OECD was also asked to undertake studies

of discriminatory tax legislation, vocation¬

al training and counselling for women,
the special problems of the single parent
family, and the impact of flexible work

arrangements on female employment.

The Manpower and Social Affairs Com¬

mittee of OECD is now taking up these
issues.
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AT OECD

Committee for Scientific and Technological Policy

Above: Chairman of the Committee, Umberto Colombo, Italy; Dr. Alexander King, retiring Director of
Scientific Affairs and Prof. Keichi Oshima, the new Director. Below: P.R. Odgers, the United Kingdom,

new Vice Chairman of the Committee.

OECD's Scientific and Technological Po¬

licy Committee met on 19th-20th March
and re-elected Umberto Colombo as

Chairman for 1974. The new director

of Scientific Affairs for OECD, Professor

Keichi Oshima, was presented to the

meeting by Dr. Alexander King, the retir¬
ing director.

It was decided to recommend the holding

of a Ministerial Meeting on the topic

" Science and Technology for World-
Wide Socio-Economic Development " in
June 1975.

A briefing for policy makers on " Compu¬
ter and Telecommunications Policies "

will be held in February 1975, for senior

officiais from governments and other

relevant organisations, it was decided,

with an agenda that will include: the

social implications of computer/telecom¬
munications systems, the institutional

arrangements and international policy.

A progress report was made on a survey

of research and development in the energy

field, and there were preliminary discus¬
sions on the important problem of raw
material resources, the influence of their

price levels on demand for various indus¬

trial purposes, problems of scarcity,

substitution and recycling.

OECD's Environment

Committee

Meeting on 4th-6th March, OECD's
Environment Committee elected Robert

Jan van Schaik, Head of the Economic

Co-operation Department, Ministry of
Foreign Affairs, the Netherlands, as its
new chairman.

Since governments are increasingly con¬
cerned with raw material availability and

increasing prices, they have given greater
priority to encouraging the recycling of
waste and recuperation of valuable mate¬
rials. Therefore a decision was made to

set up a new group on waste management

policy.

A comparative review of management

options for achieving certain environ¬
mental goals will be undertaken, focussing
in the first instance on pollution from sta¬

tionary sources and protection of the
environment against chemicals that are

potentially inimical to it.

Preparations were begun for an Environ¬
ment Committee meeting at Ministerial

Robert Jan van Schaik, new Chairman of OECD''s
Environment Committee.
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level to be held next November 13th- 14th

on the theme of " Environmental Policies

Looking Ahead to the 1980's: the Re¬

sponsibility of Industrialised Societies and
the Role of OECD ".

First Meeting of Expert
Group on Education

and Employment

A new group composed of six independent

experts, set up to encourage greater co¬
ordination between educational and labour

market policies, met for the first time on

25th-26th February. The experts discussed
such questions as:

Is there evidence of disequilibria between
the supply of educated people and the
labour market demand for them?

Are employers making proper use of
those leaving the educational system or

simply using academic credentials as a

short-cut to judging qualifications?
Are flows of information between edu¬

cational systems, the labour market and

the public authorities adequate and ap¬
propriate ?

What reforms in educational finance

might lead to a better co-ordination of

education and employment?

How can educational systems be re¬
structured and reformed so as to diminish

social inequalities ?

The group will prepare a study recom¬

mending methods of co-operation between
the public authorities and among the
authorities and employers, trade unions

and other social groups.

Above: President of the new OECD Group of Experts on Education and Employment, Prof. Clark Kerr,
the United States (right) with Angus Maddison of OECD's Secretariat. Below: a general view of the

first meeting.

OECD
and

the Energy
Situation

Three participants in the Energy Confer¬
ence of thirteen OECD countries held

in Washington on 11th-13th February
following an invitation from the President

of the United States. Left to right: US
Secretary of State Henry Kissinger, OECD

Secretary General Emile van Lennep,
and Japanese Foreign Minister Masayoshi
Ohira.
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Appointment of Special Counsellor to the

OECD Secretary -General for the
CO-ORDINATION OF ENERGY MATTERS

The Secretary-General of the OECD,

Mr. Emile van Lennep, has appointed

Dr. Ulf Lantzke to be Special Counsellor
for the co-ordination of the work of the

Organisation on energy matters and at
the same time to head a newly created

Directorate for Energy. This appoint¬
ment and the creation of the new Direc¬

torate, to be effective from 1st May, 1974,

are designed to enable the Organisation
to meet its enlarged responsibilities in the

field of energy.

Dr Lantzke is presently a Ministerial-

direktor and Head of the Energy Depart¬

ment in the Federal Ministry of Economic

Affairs, Bonn. He was born in 1927

and graduated as Doctor of Law from

the University of Miinster in 1953.

Dr. Lantzke has been German delegate to
the Oil Committee of the OECD and

has represented Germany at a number of

intergovernmental meetings dealing with
energy. The Secretary-General has ex¬

pressed his appreciation to the Federal
Government for making the services of

Dr. Lantzke available to the Organisation

at this particular moment.

CORRIGENDUM

THE OECD MEMBER
COi/j(r%/ES

The figures presented in the Feb¬

ruary 1 974 issue of THE OECD OBSER¬
VER on NEW ZEALAND should be
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C^ lobal co-operation for develop-
-- ment is second only, in import¬

ance, to the establishment of

a global structure of peace. The two
are related, for a structure of peace will
not endure if it does not take into account

the aspiration of the world's people to
meet their social and economic needs.

The issue is sharply joined when millions

in the poor countries are without the
means to assure the basic essential of life

their daily bread for themselves and
their children. Development which

reaches the poor in the developing coun¬
tries, in order that they can meet basic

human needs, is an essential element in

a stable world community.

In the past decade we have seen great
progress, and global co-operation for
development has gained wide acceptance:

advanced countries have accepted res¬

ponsibility for providing development
assistance, both directly and through

international organisations;
international institutions have been

strengthened ;
developing countries have gained expe¬

rience in executing national plans for

economic progress, and they are carrying
forward well planned development pro¬

jects with increasingly effective results.

Despite this important progress, we cannot
view the situation of development with

comfort and complacency. The global
transfer of resources and technology has

been uneven, and many in greatest need
have made the least economic progress.

This startling fact is true both within deve¬
loping countries where millions have
been untouched by national economic

programmes and among the developing
countries.

The United Nations has called attention

to 25 "least developed" countries, where
little economic and social progress has
been made.

A large number of people in the deve¬
loping countries have benefited little from
development in the last decade, and there
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Maurice J. Williams (United
States) has been appointed
new Chairman of OECD's
Development Assistance Com¬
mittee. His views on the

main requirements for cur¬
rent development aid policies
are reflected in this statement:

^f9' m }'

are serious problems of social inequities

and unemployment. Over 800 million

people in the developing countries live

on the margin of low-end subsistence.

Hence, there are millions of people and
a number of countries outside the mains¬

tream of development programmes, beyond

the reach of modern technology and

assistance with the basic problems of life.

When we add to this situation the rapid

increase in population which forces coun¬

tries to devote major investment simply

to maintain present low standards of life

for many of their people or alternatively,

to ignore the needs of some in favour of

others we have a world development

situation which is grim for many of the

world's people.

Poverty at the level of low-end subsis¬

tence which means hunger and malnu¬

trition for millions of people in developing

countries is a major disaster. It must

be recognised as a disaster by both the

developing and advanced countries.

The world community is coming increa¬

singly to help those who suffer from great
natural disasters and there have been

major responses from many countries of

humanitarian relief to help people who
suffer from such disasters. The great

two year drought in India during 1966-67

called forth a major global effort of relief

assistance. One of the striking conclu¬

sions of that terrible drought was the

discovery that many of the rural children

were better fed during the period of

emergency relief they were in "normal

times". The high cost of low-end po¬
verty, in terms of malnutrition and lost

opportunities for the normal development
of children, has become clear.

Poverty at the level of low-end subsis¬

tence which robs men of both their capa¬

cities and human dignity in the develo¬

ping countries is truly a great natural
disaster.

The drought in the countries of Sahel

Africa brought a major international

effort which saved millions from dying
of starvation. The situation in Sahel

Africa remains serious for there has been

progressive deterioration from years of

neglect and inadequate development in

these countries which are among the

least developed countries. The crop has
again failed in most of Sahel Africa

and a sustained and a large relief effort

will be needed again this year.

One of the Sahel Ministers recently told

me, "if we are to break out of the proverty

and neglect of the past, we need a 'renewed

approach' to development".

The Sahel Minister is right. If we are

to break out of the inadequate develop¬
ment of the past, the neglect of millions

living mostly in rural areas, there must

be re-appraisal of development policies
and a renewed attack on the disaster of

degrading low-end poverty.

A renewed attack in the decade ahead to

reach those millions who so far have

been beyond the reach of development

implies six elements:
the initiative must come from each deve¬

loping country, acting for itself and its

people, if there is to be a shift of emphasis
toward social and economic problems of
those at the lower end of the income

scale;

a primary focus must be on agricultural

development, for most of the marginally
poor and neglected live in rural areas.
Further, the most basic need is to assure

adequate supplies of food so that people
may eat every day;

more progress must be made in the

field of population. The UN has given

recognition to this need in declaring a UN
Population Year for 1974;

a better job must be done in adapting
science and technology. Only in this

way can the potential for increasing the

productive capacity of the developing

countries be more fully realised;

Development Assistance organisations

need to re-appraise their assistance policies

and criteria. Most have strengthened

their capacity to respond and much has

been accomplished. More needs to be
done;

last and not least, the countries with

the means must transfer greater resources

in support of such a renewed attack on

the world development problem. The

OECD Development Assistance Commit¬

tee is an important forum for strengthe¬

ning co-ordination or this global deve¬
lopment effort.
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JVete OMD Publications

" OECD Economic Surveys ". Series
1974:

Detailed annual surveys of trends

and prospects for each OECD
country.

CANADA (ISBN 92-64-1 1 162-X,
December 1973, 52 pages)
FRANCE (ISBN 92-64-11164-6,
February 1974, 88 pages)
Each booklet . . £ 0.50 S 1.25 F 5,00

Subscription to the 1974 Series to be
published ... £ 9.00 $ 22.50 F 90.00

STATISTICS OF ENERGY 1958-

1972/STATISTIQUES DE L'ÉNER¬
GIE (ISBN 92-64-01170-6, March
1974)

The tables cover all " commercial "

sources of energy (hard coal,
brown coal, natural gas, crude

petroleum, hydro-electric, geo-
thermal and nuclear power) and
their derivatives. Tables of indivi¬

dual energy sources include: total
internal consumption, internal final
consumption, and distribution by
consumer sector.

254 pages, bilingual 	 £ 3.40
$ 8.50 F 34.00

PROVISIONAL OIL STATISTICS

BY QUARTERS. 3rd Quarter 1973/
STATISTIQUES PÉTROLIÈRES
PROVISOIRES PAR TRIMESTRE

(ISBN 92-64-01133-1, February
1974)

The provisional figures refer to
crude oil and natural gas, the five
main products: gasoline, aviation
fuels, kerosenes, gas/diesel oil.

fuel oil, and other products, show¬
ing refinery output, total imports
and exports, inland consumption
and bunkers for each.

22 pages, bilingual 	 £ 0.60
$ 1.50 F 6,00

Subscription (4 issues) 	 £ 1.80
$ 4.50 F 18.00

CASE STUDIES OF EDUCA¬

TIONAL INNOVATION. Vol. I :

AT THE CENTRAL LEVEL (ISBN
92-64-11035-6, February 1974)

In this volume special attention
has been paid to such factors as
the setting of priorities and stra¬
tegies, to internal organisational
patterns and resource allocation
and to the establishment and main¬

tenance of relationships with other
parts of the educational system.

618 pages ... £ 5.70 S 10.00 F 45.00

Already published in this series:
AT THE REGIONAL LEVEL

AT THE SCHOOL LEVEL

STRATEGIES FOR INNOVA

TION IN EDUCATION

" OECD Agricultural Policy Re¬
ports " Series:

These reports analyse the problems
of agriculture in each Member
country and describe policies fol¬
lowed in the fields of markets,

prices, structure, etc.

AGRICULTURAL POLICY IN THE

UNITED STATES (ISBN 92-64-
11129-8, February 1974)

108 pages 	 £ 1.30 S 3.25 F 13,00

A/ready published: Reports on Aus¬
tralia, Belgium, Canada, Greece,
Italy, the Netherlands, Switzerland,
and Yugoslavia.

MEAT BALANCES IN OECD

MEMBER COUNTRIES, 1959-

1972/BILANS DE LA VIANDE
DANS LES PAYS MEMBRES DE

L'OCDE. " Document " Series

(ISBN 92-64-01152-8, January
1974)

Gives, for each OECD Member

country, complete and detailed
balances (production, foreign trade
of live animals, slaughterings, fo¬
reign trade of meat, total and per
head consumption) for each cate¬
gory of meat (beef, veal, pork,
mutton, horse, poultry, other meat,
edible offal, total meat). Data cover
each year of the 1959-1972 period.

124 pages, bilingual £ 7.60

$4.00 F 16.00

ECMT. RESEARCH ON TRANS¬

PORT ECONOMICS. Vol. VI, N° 2/
RECHERCHE EN MATIÈRE D'ÉCO¬

NOMIE DE TRANSPORTS (ISBN
92-821-0015-4, March 1974)

Presents a general review of re¬
search activities undertaken in the

ECMT Member countries as well

as a selection of American, Japan¬
ese and Finnish projects (about
800 items).

1 12 pages, bilingual ....
Nos 1 & 2. not sold separately: . £ 70.60

S 28.00 F 120,00

Data for Japan are included
in most of the statistical re¬

ports concerning Member
countries.

Certain OECD publications
are devoted particularly to
Japan, for example :

"OECD ECONOMIC SURVEYS".

1 973 Series :

JAPAN (ISBN 92-64-11096-8,
July 1973)

98 pages 	 £ 0.35 t 7.00 F 4.50

MANPOWER POLICY IN JAPAN

(ISBN 92-64-1 1 047-X, April 1 973)

Under the impact of full employ¬
ment, the Japanese life-long em¬

ployment system is developing
some of the features of more

mobile western labour markets.

At the same time, policies of
western employers are moving
towards the more rigid Japanese
type employment practices. This
report examines the merits and
drawbacks of the Japanese system

and attempts to identify ways in
which the former can be retained,

preferably in combination with
some of the advantages of western

employment policies and institu¬
tions.

172 pages £ 1.32 $ 5.76 F 16.00

" OECD Monetary Studies " Series:

Series of OECD studies examining
the role of monetary policy in
domestic demand management
and balance of payments adjust¬
ment. Detailed analysis of the
use of monetary policy during the
past decade, taking account of
the economic and financial struc¬

ture, the choice of monetary in¬
struments, and the effects of mone¬

tary policy on the financial and
real sectors of the economy.

MONETARY POLICY IN JAPAN

(ISBN 92-64-11019-4, Decem¬
ber 1972)

70S pages ... £ 1.14 .? 3.50 F 14,00

EDUCATIONAL POLICY AND

PLANNING -JAPAN (ISBN 92-
64-11058-5, August 1973)
" Document " Series.

This background report analyses
the national and social demand

for education, the development of
structural and other innovations

in education, and the problems of

expenditure and financing of edu¬
cation. It also contains the major
policy recommendations proposed
by the Central Council for Edu¬
cation of Japan as part of the
planning exercise to project the
future development of Japanese
education.

282 pages ... £ 2.38 S 6.75 F 27.00

CLASSIFICATION OF EDUCA¬

TIONAL SYSTEMS: FINLAND,

GERMANY, JAPAN (May 1972)

These classifications present a
detailed description of the various
parts of each OECD Member
country's education system, rang¬
ing from pre-primary level through
the different forms of adult educa¬

tion available in that country. On
the basis of the length of studies,
entrance requirements and certi¬
ficates awarded, each or part of
the system has been reclassified
according to the standardized
system proposed in the handbook
" Methods and Statistical Needs

for Educational Planning". This
presentation is intended to serve
as a guide in the understanding
and comparison of education in
the various countries.

80 pages 	 £ 0.70 $ 2.00 F 9,00
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