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POLITICAL SCENE 
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INTERNATIONAL BANK FOR I 
RECONSTRUCTION AND DEVELOPMENT 

TOKYO OFFICE I INTERNATIONAL DEVELOPMENT 
ASSOCIATION 

OFFICE MEMORANDUM 

TO: Mr. Robert So McNamara 

su::~c~: ::::0r:::::~~mation 
lo · Politit~l ' St~ne 

DATE: June 5, 1978 

Letter No. 86 

Prime Minister Fukuda was able to overcome one of his most 
serious political challenges by opening Narita Airport. He now faces 
another controversial issue, the resumption of negotiations with China 
on a peace treaty including an "antihegemony ·clause." He recently 
decided to resume the negotiations at the earliest possible time 
despite strong opposition from rightists in his Liberal Democratic 
Party. He intends to, if possible, submit the agreement to the extra
ordinary Diet session for ratification this fall. 

As to the Summit talks in July, government officials expect 
that, as far as the North-South issue is concerned, Japan will be 
criticized for her poor aid performance in 1977; however, the officials 
do not yet know figures from other OECD countries. 

2. · · Etortomics 

Recent economic data have been encouraging: 

(a) GNP rose 2.4% in real terms over the January-March period 
compared to the previous quarter. It was the sharpest 
quarterly increase since a 3.4% leap in the first quarter of 
1973. Leading this solid growth were consumer spending 
with 2.1%, government fixed investment with 2.4% and exports 
with 7.5%. The 2.4% quarterly growth was equivalent to an 
annual rate of 10%, which means that GNP will grow at 7% in 
FY1978 if it would gain 1.75% each in the coming four quarters. 

GNP growth in FY1977 thus increased to 5.4% in real terms, 
slightly better than the governments estimate of 5 o3%.l/ 

(b) Industrial production in FY1977 increased by 3.2%, 0.6% more 
than originally estimated by the government; 

(c) Consumer prices increased by only 3.9% over the period April 
'77-'78, the lowest rate since October 1972; (In Tokyo, prices 
increased by 4.3% on an annual basis in May, t he fifth consecu
tive month with an increase of less than 5%.) and 

(d) Department store sales indicated a slow but steady growth of 
personal consumption this year, increasing by monthly 3.4%, 
4 o7%, 5.6%, and 6.2% respectively over the p~riod January
April. 

ll The updated figures for FY1977 are in Tables I and III. 

t 



Mr. Robert So McNamara - 2 - June 5, 1978 

Minister Miyazawa recently again emphasized that : 

(i) the GNP growth rate of 7% for FY1978 will be achieved; and 

(ii) the balance of payments' current account surplus will be 
reduced to some degree. Export growth will decline because 
of the appreciation of the yen and administrative control 
measures, but import growth is not expected to increase much 
(at May 31, Japan's ! oreign exchange reserves amounted to 
$27o7 billion)o 

However, private forecasters still doubt that t~e 7% target will be 
achieved. Althou~h some research agencies have slightly upgraded their 
growth estimates, these still range around 5% (Nikko increased its esti
mate from Sol% to 5o3% and Nomura from 4o6% to 5o4%)o In addition, the 
unemployment rate increased in April to 2o20%, the highest since August 
1959o 

3o Financial Operations 

The Asian Development Bank has decided to float a bond issue 
in Tokyo. The issue in June will amount to ¥15 billion, with an interest 
rate of 6o3%, a price of 99o75, and a maturity of 15 years (12o3 years on 
average) a 

cc: Mro William Clark . 

Attachments 



Table I (updated) 

JAPAN: BASIC ECONOMIC DATA 

FY72 FY73 FY74 FY75 FY76 FY77 FY78* 

Economic Growth Rate (Real) 9.8% 6.4% -0.2% 3.4% 5.7% - 5.4% 7 .. 0% 

Growth Rate of Government 12.9% -8.4% 2.2% 7.8% 1.1% 15.9% 16.2% 

Fixed Capital Formation (Real) 

Growth Rate of Private 8.4% 13.9% -14.5% -9.3% 5.4% 1.0% 6.7% 

~quipment Investment (Real) 

Balance of Current Account 6.2 -3.9 -2.3 0.1 4.7 14.1. 6.0 

($ Billion) 

Foreign Exchange Reserves 18,125 12,42_9 14,152 14,182 16,997 29,208 
($ Million) 

Wholesale Prices Increase 3.2% 22.6% 23.4% 2.1% 5.8% 0.4% 2.7% 

Consumer Price Increase 4.5% 11.7% 24.5% 11.8% 9.3% 6.7% 6.8% 

Wage Increase Rate (Nominal) 16.5% 21.9% 29.1% 12.4% 12.1% 6.1%* 

Unemployment Rate 1.4% 1.3% 1.5% 1.9% -2.0% 2.1% 

Mining & Manufacturing 10.1% 12.4% -9.7% -4.4% 10.8% 3.2% 6.8% 
Index Increase 

* Government estimates 
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POLITICAL SCENE 

Present Situation and Prospects 

Tokyo Office 
May 18, 1978 

Pri~e Minister Fukuda's visit to the U.S. i not ' regarded as a "failure" 
in general. Although no concrete agreement has come ou , the consensus is 
he was able to alleviate the Japan-U.S. trade frictions, even if temporarily. 
Also, the very fact that the head of the two states with the strongest economies 
met to frankly exchange their views on issues of the world trade, currencies, 
development assistance, etc, and to come to mutual understanding on ways to 
further the world peace and prosperity was commended. However, the consensus 
now hold it Mr-. Fukuda's political responsibility to attain the pledges he made-
on the 7% economi c growth rate for FY78 and doubling ODA in the next three years 
--in ord er to avoide the repeated worldwide critic1sm against Japan as a dishonest 
and unreliable partner. 

Mr. Fukuda's U.S. visit, however, has had no effect on his ovm popu
larity among the Japanese public and within the LDP itself. Their primary concern 
is how soon the Japanese economy could recover from the recession. (A public 
opinion poll by a leading newspaper before Mi. Fukuda's vis1t to the U.S. showed 

li the lowest popularity for him since he had taken over from Mr. Miki at the end 
of 1976. The visit was not likely to improve the profile.) 

The most important political issue is, whether Mr. Fukuda can be re
elected as the President of the LDP at its convention to be held at the end of 
th~ In view of the fact that the LDP majority currently is in favor of 
M~, Mr. Fukuda is trying to catch every opportunity to seek cooperation 
from Mr. Ohira. The second chance left-·£o'r his survival would be to dissolve 
the Diet and hold the general election this fall. But this option is only 
possible if the economic recovery becomes clear by that time. With some signs 
of the economy taking an upturn, the opposition parties also are preparing for 
a possible election. 

( 

Therefore, his political life depends heavily on how quickly the 
economy will indicate the sign of recovery and enable attainment of the 7% 
growth target for FY78. 

On the other hand, the oppositions will request a supplementary budget 
along with about a ¥1 trillion income tax cut at the ext~aordinary Diet session 
of this fall, if the economy will not show a firm sign of recovery by then. 
This fall will be the critical time in determining the future political course. 

The current Diet session will be extended by 30 days until June 16 
in order to enact laws enforcing · the Japan-Korea Continental Shelf Treaty lvhich 
was approved in the previous session. The IBRD Selective Capital Increase and 
the IFC Capital Increase bills have passed the Lower House and are pending in the 
Upper House for deliberations. However, we have no concern for their enactment. 
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Political Attitude towards the Bank Group 

There has not been any objections among all political parties ·, except 
for the Communist Party, on capital increase or .replenishments for the . Bank 
Group. This support will continue. 

They are all eager to increase Japan's aid through preferably multi
lateral channels which, .in their view, are more "cJ ean an·d fair". However, the 
political consensus also demands that Japan's .share in those agencies should be 
commensurate to Japan's economic strength. As you well know,· an accessory reso
lution was attached when IDA V Replenishment Bill ·was passed through the Diet 

'!
last year, calling for the efforts of the Japanese Government to increase Japan's 
shares in the Bank and Fund so that they reflect more fairly Japan's economic 
position in the world. A similar accessory resolution was also attached to the 
recent IBRD Capital Increase Bill which ·passed the Lower House last month. 
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INTER~ATIONAL BANK FOR 

RECONSTRUCTION AND DEVELOPMENT r 'o RM No. 7 s 
(2-60) 

INTERNATIONAL FINANCE 
CORPORATION 

INTERNATJO~~ ~ DEVELOPMEN' 
ASS O: IATION 

Date 
ROUTING SLIP May 19, 1978 

NAME ROOM MO. 

Mr. McNamara 

·-

To llandle Note and F i 1 e 
Appropriate Disposition Note and Return 
App rova 1 Prepare Reply 
Comment Per Our Conversation 
Full Report Recommendation 
Information S i anatu re 
In i ti a 1 Send On 

REMARKS 

You will find these papers 
interesting. I would rather that 
they not be copied. Could we have 
a word about it next week? 

I ,, 
From 

Cargill IV/~ 
I.P.~1. 



Mr. Cargill May 17, 1978 

1. I was puzzled by the coolness of senior Finance Ministry officials to 
Mr. Carter's request to Mr. Fukuda for increased Japanese cofinancing with 
the World Bank. Matsukawa, Sagami, Dan and Fujioka all expressed. s·atisfac
tion that Mr. Fukuda replied that Japan would consider it on a case-by-case 
basis, with no commitment on the volume or time span. Since it is inconceiv
able that the Ministry is opposed to increased cofinancing itself, there 
must be some reason for this attitude. Three interpretations are possible: 

Finance Ministry resentment to Foreign Minist~f intrusion into the multi
lateral aid field which is traditionally under the jurisdiction of the 
Finance Ministry. 

Aversion to a definite commitment on volume or timing. 

t The ex istence of a more ambitious cooperative program under study. 

2. Although it is clear that the first and second items played their part, 
they do not seem to provide a full explanation to this curious attitude. 
Mr. Sagami's comments therefore seem to be significant. 

First, I should warn you that Sagami is not directly involved in aid 
problems at present. As Director-General of the Minister's Office he handles 
senior personnel problems. Secondly, neither Matsukawa nor Dan made any 
allusions to a sgecial cooperative progra~. Finally Sagami is not exactly 
the most cautious and taciturn bureaucrat. It is possible that Sagami was 
speaking for himself not for the Ministry. 

However, Japan has yet to come up with her program for the special 
action decided at the North-South Conference. As you know studies are under 
way in the Finance Ministry for a farm input grant through IDA. Further, 
Sagami is expected to become Vice Min1ster for International Finance. It 

I 

is quite possible that the presen senior staff at the International Finance 
Bureau do not feel free to mention the study because of imminent changes of 
Ministry senior staff. 

3. Mrs. Atsumi told me that the Ministry officials opposed Mr Hussein' 

4. 

accompanying Mr. McNamara because a cofinancing negotiation of $1 m1 lion 
for Vietnam would downgrade Mr. McNamara's visit. This seems significant. 
It is possible that the Ministry is planning to use Mr. McNamara's visit 

I 
as the basis for a more comprehensive cooperative program to be announced 
later. If this is so, the Ministry would certainly desire that the dis
cussions during the visit be kept on a high "statesman" (in the Japanese 
context "vague"), without any concrete ~egotiations on cofinancing. 

I am meeting Mr. Kakimizu 
this week. I hope I will find 
thinking on my part. 

(K. Watanabe's successor; a 
confirmation that the a/ ove 

budget man) later 
is not just wishful 

s. I h~ t~~-<..s'f~, 4 ti4.(- th 
( ~ /h.( . lh ~~ lh 4 ~ tt_ .-4'44 

/"'jn-<-~1 Ja:.~_, A~ 
. ~Aiattori 

s~41~..t · 1
S L ~&\. • 



CONFIDENTIAL 

TO: I. P. M. Cargill 

FRO~: Mr. 
( __,. 

Hattort - / 
/ ' 

MEETINGS vviTH JAPANESE FINANCE MINISTRY OFFICIALS 

The attached is a summary of impressions gained 
through courtesy calls on senior officials of the Ministry 
of Finance. I also attach a Who's Vho and a \Vho'll be \Vho 
of the persons met. 

I am seeing vessrs. Kiichi Watanabe and his successor, 
~ir. Kakimizu later this week. 



:ATSUKA~vA 

SAG AMI 

DAN -----
MIYAZAKI 

SAKAI 

HIRAO 

WHO I s lVHO AND \'iHO I LL BE WHO 

- Vice Minister for International Finance 

to retire JunejJuly to become Advisor to 
the Mi n i s t er 

- Director-General of the Minister's Office 

to succeed Matsukawa as Vice Minister 

Director General, International Finance 
Bureau 

to retire Junejjuly 

- Senior Deputy Director Genera~ IFB 

strongest candidate for Director General 

- Director, General Affairs, IFB 

- Deputy Director General, IFB (exchange) 

\'VA TANABE ( TOYOKI) - New Director General, Securities Bureau .. 
GYO-TEN - Director, Research, IFB 

KAKIMIZU - Deputy Director General, IFB (aid) 

WATANABE (KIICHI) - Deputy Director General, Banking Bureau 

to become a Dir~ctor General (possibly · j 
i .: 1H, ' ~ , -.J ; l Tax Bureau) 

;, • 1!.4i-l .s •?-< ~ t-- ·u-t-~ 

CJ { 1iw. f c.--~. _,.,., .'.,_ P. ' '"' :,,~ ~ 0 "-'" "\ - 0. ~«c· ,; - ~·' .-; ' c:J 
F""3t-; C'( ) aJ ilL. f..,~·ta:~e..c- i:t~ ... :., 1" 7 .) ----



CONFIDENTIAL 

DECLASSIFIED 

APR 1 o 2013 
t~EETINGS ~'v'ITH JAPANESE FINANCE MINISTRY OFFIC ;- ARCHIVES 

1. Decision to increase aid 

f 
The Initiative to increase aid came from the Budget 

5ureau (Matsukawa, Sagami, Fujioka) . This dramatic 
reversil of the Bureau's traditional reticence to aid 
may be due in part to the personal philosophy of the new 
Director General, Mr. Nagaoka. The thinking behind this 
initiative seems to be as follows: 

The Ministry fully recognizes the necessity to reflate 
the economy and to reduce the balance of payments 
surplus. They are not entirely convinced that reflation 
by itself will lead to larger imports and a better 
current account balance. Equipment investment is not 
likely to increase significantly in view of the existence 
of large excess capacity in almost every field; although 
the inventories situation has improved somewhat, the levels 
are still very high; increased wage payments may not trans
late into increased consumer spending for goods because 
of the encumberment of living space . Therefore a better 

' current account balance can be achieved only through 
a reorganization of the Japanese industrial production, 
concentrating on lines with comparative advantage 
while phasing out those in non-competitive fields 
(to be replaced by imports). 

In spite of the measures taken to discourage inflows of 
short-term capital, the Ministry seems resigned to some 
inflows reflecting the make-up of non-resident yen 
balances up to desired levels. -

Japan will therefore continue to be a capital surplus 
country. It is Japan's responsibility to take measures 
to re-cycle that surplus. Japan's dependence on the 
goodwill of the outside world and its immense stake in 
the continuation of a free multilateral trade and payments 
system require a commensurate effort on its part to dis
charge those responsibilities. 

Japan should: 

(1) Open its capital markets to foreign borrowers 

(2) Increase its aid 

(3) Actively support international financial institutions 
that serve the cause of a free multilateral system 
of exchange and payments. 
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2. Financial support of the World Bank 

(1) Borrowings 

The 'oforld Bank vlill continue to enjoy privileged 
treatment in its yen market issues. Everybody was positive 
on this point. However, 

Mr. Toyoki Watanabe, the new Director General of the 
Securities Bureau, cautioned against too much reliance 
on the opinion of underwriters who had a natural interest 
in large issues and who tended to be over-optimistic. 

World Bank issues perforrred a very useful function as 
price leaders in the Japanese bond market, and it 
would be e mbarrassing if an issue should be undersub
scribed or be traded at a discount shortly after closing. 

He also expected the World Bank to adopt an attitude 
in the management of its investments commensurate with 
its responsibilities as a very large international 
institution, partly owned by the Japanese government. 

Although the Ministry had managed to bring about some 
"normalization" in the structure of interest rates, 
there remained some downward rigidities that prevented 
rates on certain instruments to fall to the level 
indicated by domestic and foreign economiq factors. 
Too aggressive action by the World Bank could cause 
undesirable disturbances in the market. 

Messrs. Miyazaki, Sakai, and Fujioka confirmed that 

}

requests for IBRD borrowing would be considered favorably. 
·' They did express their doubts about the overall size of 

the Bank's borrowing programs, and the level of liquidity. 
They thought that it was dangerous for the ~orld Bank 

C {Jl.K to manage its currency assets in an over-aggressive · 
fashion. If it became known that the Bank earned on 
its investments in Japan a return higher than its 
borrowing costs, embarrassing questions could be raised 
in the Diet or in the press that could erode the 
political and popular support of the Bank in Japan. 

They reiterated the policy of requiring the early export 
of borrowing proceeds. They claimed that the borrowings 
were authorized to finance certain payments, and not 
to finance higher yen . holdings by the borrowers. 
They stated that the rule was applieq much more flexibly 
in the case of the World Bank. A time limit for export 
of the proceeds was not and would not be insisted on. 
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But the restrictions on investments would continue. 

They expressed the hope that the World Bank would 
cooperate in the field of loan repayments also. They 
hoped that the World Bank would k eep yen out on loan 
as long as possible. 

~ e s s r s . ~~at s uk a w a, M i ya z ak i , Sakai and Fu j i o K a were 
sympath etic to the complaints of Bank borrowers about 
the selection of currencies for disbursement and the 
high interest rate on hard currencies. They wondered 

lwh~ther differential rates could not be ch r ed b 
n the cur 0 ement, or '~hether individual 
disbursements could not b ade in a rough mix of 
the four or e cipaL currencies orro\'w' e • They 

\ also asked whether it would help if Japan lent U.S. 
l dollars to the IBRD. 

(2) Capital increase and IDA-6 

The Ministry seems very much supportive of the I 3RD 

}

capital increase and IDA-6 replenishment. They expressed 
the hope that Japan's share of voting rights would be 
increased. I was unable to form a clear idea whether 
"harmonization (with I MF)" would be a major issue. 

3. Political support of the Bank 

4. 

As stated above, there is a growing realization of 
Japan's dependence on the continuation of a free system 
of multilateral exchange and payments, as well as a sense 
that its continuation cannot be taken for granted. They 
see the World Bank as one of the pillars of the system. 
Further, they entertain serious doUbts about the efficacy 
of incremental bilateral aid to the LDCs. In this sense, 
the Ministry will become much more active in its political 
support of the World Bank. This does not mean uncritical 

(

support. Rather, it means more active participation in 
policy discussions so that World Bank actions will be 
in conformity with the principles of its Charter and 
relevant to the needs of the LDCs. The desire for an 
increased Japanese voice is no longer for prestige 
reasons; it is for a more effective voice in the Bank's 
policy formulation~. 

As Mr. Gyoten said, the current feeling in the 
Ministry seems to be that 11 the days are past when Japan 
could discharge its responsibilities by increasing its 
financial support alone; now, Japan has to assume its 
responsibilities in the direction of the Bank.'' 

I was pleasantly surprised to hear the senior officials 
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express their strong support of the Management's 
efforts to keep political considerations out of the· 
Bank. In the past, the Ministry seemed divided on the 
issue of Bank staff compensation. This time they 
seemed unanimous in their opposition to the attempts 
to put a ceiling on the salaries of senior staff and 
technical experts. It is interesting to note that 
their concern is limited to key personnel and does not 
extend to staff compensation in general . Some said that 
it was possible that the lower levels were over-staffed 
and overpaid. 

It appears that the recent U.S. attacks on the Bank 
have provoked genuine concern in the Ministry , and 
triggered a determination to assume a positive role in 
the defense and support of the Bank. 



ECONOMIC SITUATION AND PROSPECTS 



.ECONOMIC .SITUATION .AND .PROSPECTS 

Tokyo Office 
May 12, 1978 

Although .the · goverinnent has projected · that Japan's GNP would increase 
by 7% in real .terms in FY78, many private forecasters doubt it. However, a 
high growth rate will .be essential (i) . to increase domestic demand and .thereby 
cut the substantial .current account surplus ·with, · and criticism from, the U. S. 
and EEC; (ii) to · prevent more bankruptcies and alleviate growing unemployment: 

Economic .Situation 

Japan's economy was greatly affected by the "oil shock" and experienced, 
like most industrialized countries' economies (i) a high rate of inflation; 
(ii) a severe recession; and (iii) a serious disequilibrium in the balance of 
payments. 

(i) Inflation 

Inflation became a major~ with wholesale prices and consumer 
prices increasing by respecitvely 2~6% and 11.7% in FY73, an 3.4 nd 24.5% 
in FY74. However, the government qu y reduced inflation to 10% through 
fiscal and monetary policies to "curb aggregate demand".!/ It did not increase 
public works expenditures in its FY74 ·and .75 budgets, and increased the official 
discount rate from 4.25% in 1972 t 9-: 0o n 1973. It also restricted on foreign 
exchange transactions considerably. 

(ii) Recession 

The government's "aggregate demand control" policy, however ._,.prolonged 
the recession. Although Japan did better than most other industrialized countries, 
its GNP growth in real terms fell far below its~ annua~f 10%"; it 
decrea by 0.2% in FY74, and increased by onl ~ .4~ n FY75 -- 5. o n FY/6, and 
abou 5% FY77. 

I . 

These lower than expected growth rates resulted in a wide supply-demand 
~p causing declining corporate profits and an increasing number ~f busines~ 
fBI!Ures and unemployment. · This has seriously affected small and medium-scale 
industries, and has started to affect large-scale industries. Among the 
seriously affected smaller-scale industries are metal tableware, accoustic 
equipment, toys, chinaware, carpets, steel materials, and light electrical 
appliances. The larger affected industries are steel, non-ferrous metal, paper 
and pulp, shipbuilding. Tz cession has also affected employment; unemployment 
reached 1.41 million, a 2.12% in March, the third highest figure on record 
(except for March 1956 a reb 1959). 

];./ Japan's basic economic data covering FY72-FY7.8 are in Table I. 
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~- As a result of the continuing economic recession, the government 
switched its policy from restrict~ng to stimulat~n~ the aggregate ~· It 
incorporated in its FY76 budget a 21.2% "increase in public works expenditures, 
and subsequently approved a large supplementary bU:dget ·. The FY77 budget also 
incorporated a 21.4% increase in public works · expenditures, and was followed by 
two supplementary budgets (¥2 trillion in October and· ¥1 .. 3 trillion in January) 
to further stimulate domestic .demand. Also in its FY7~ bU:dget, the government 
allocated a 34.5% increase in .public works ·· expenditures. These substantial 
increases resulted in huge .budgetary deficits · in FYs76, -77, and 78; 29.'9% of 
the FY76 and FY77 budgets was financed . througn the · i .ssue .of bonds, and 32.5% 
of the FY78 bu_dg.et is expected to be financed similarly. : This high degree of 

on i inancing is, except during the war un recedented in Japan. 
addition to these fisca measures, t e government also lowered the Bank of 

J n's official discount rate eight times since April 1975; it is now set at 
3: 5% the third lowest among 'the industrialized countries. These measures have 
~ulted in some improvements. For three consecutive months, increases have 

been recorded in the min~ng and manufacturing production and inventory adjustment 
has progressed. 

(iii) Balance ·of ·Payments 

The "oil shock" also revised Japan's customary balance of payments 
surpluses into deficits in FYs73, 74, and 75.2/ However, the government's 
"aggregate demand control" policy resulted in-reduced growth of imports. 
Japanese firms also strengthened their export drives to maintain their 
traditionally high .levei of production. In addition, exports increased 
rapidly due to (i) the economic recovery of ea. y the u. s., and (ii) the 
"relatively chea " en, which stayed at aroun ¥300 p r US dollar from early 
1974 to ear y 1977. Commercial banks borrowed y from abroad during the 
same period, and the outflow of long-term capital was very much restricted until 
the fall of 1976. As a result, Japan's FY76 balance of payments again showed a 
current account surplus of $4.7 billion and an overall surplus of $3.3 billion. 

However, the situation became too favorab The overall 
balance of payments for FY77 show rplus of 2,126 illion. The current e egistered a surplus o $14,130 million; t surplus of 

illion ($83,225 million · orts and $62,654 million in imports). 
xchange rate also increased from ¥293 per dollar in early 1977 to 

¥220-225 at present. As a result, Japan's international reserves increased 
f rom $17.0 billion on }mrch 31, 1977 to $29.2 billion as of March 31, 1978. 

Economic Prospects, Short-Term 

To contribute a "fair share" to the world economic recovery and to 
reduce Japan's current account surplus, the government has projected that Japan's 
GNP would increase by 7% in real terms in FY78 and Japan's current account surplus 
in FY78 would be reduced to $6 bill~However, the government has unofficially 
changed the forecast. A surplus of~illion would be the best estimate. But 

~/ Japan's balance of payments data covering FY72-FY78 are in Table II. 
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Mr. Fukuda still hopes to achieve his 7%_- growth . t~rget by sharply increas~ng 
public works spending, especially during the · first half of FY78, and having the 
private sector take over the -momentum in the · second half. Japan's FY78 GNP of 
¥210,600 billion would be obtained by, in real terms, 5. 3%_. growth in ,personal 
consumption, 9.8%_ growth in private housing investment,' 6.7%_ growth in private 
plant and equipment investment, 21.3%. growth in private inventory investment, 

~
and 16.2% growth in government fixed ·asset formation. Exports would grow by 
2.9% and imports by 4.2%., The unemployment : rate would stay at about 2%,' and 
~mer prices would increase by 6.8%.3/ . 

Major private research organizations, however, take a dim view of the 
7% target in spite of the government's huge public works program. Their 
projections range from 4 .·1% to 6. 5%. Even though the private organizations 
agree that the expansion of the public works program will have a positive 
i~pact on the economy, final demand is projected to remain relatively stagnant 
because of sluggish personal consumption, export constraints, and inactive 
private investment. Inventory adjustment would be prolonged until late 1978.4/ 
An only 4-5% growth rate, however, would ~revent any considerable increase in
imports, thereby perpetuating the critical trade problem with the U. S. and 
EEC and accumulation of foreign exchange. It also would increase, directly and 
indirectly, the already high number of business failures and the number of 
unemployed. · 

To cope with the above, the government has now accepted an economic 
stimulation plan calling for accelerated public works spending, reducea i nterest 
rates, encouragement of housing construction, more private capital spending, and 

· relief for industries with structural problems. This would facilitate import 
growth, create jobs in depressed industries, and help small businesses. The 
government also decided to (i) establish a new long-term emergency dollar import
lending system in the Ex-Im. Bank (at normally 6% ·for 3-10 years); (ii) study the 
promotion of importing commercial aircraft; (iii) study the possibility of 

//
government loans for importing aircraft and leasing such aircraft to developing 
countries; (iv) store up to 5 million kilolitres of oil in oil-tankers; and 

· (v) promote stockpiling of key raw materials, including nickel, iron. ore, and 
uranium. . .... 

However, most outsiders (and also insiders) are skeptical about whether 
these measures will be able to bridge the gap between a 5% for FY77 and a 7% for 
FY7_8 growth of GNP and to lower the current account surplus, as announced 
officially, by at least $4 billion. Although the greatly increased public works 
program will be helpful in adjusting private business inventories, plant and 
equipment investment and consumer's spending are still expected to remain 
sl~ggish. Consumer-spending will also be negatively affected by· the outcome of 
the "spring wage offensive", which is probably going to result in an increase 
of 5-6% o.n average this year, compared to about 9%. last year and two years ago. 
Many view that a way out for the government may be another substa~tial 
supplementary budget for FY78 and a major income tax cut. 

ll Forecast of economic growth rate for FY78 are in Table III. 

i/ Background information on FY78 projections is in the Attachment. 
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Long-Ter~ 

In May 1976, the · government approved . an "Economic Plan for the · Second 
Half of the 1970s- Toward a Stable Society." The. plan describes the gove~nment's 
intention to achieve a moderate stable · e·conomic growth -over · the · meditim term by 
overcoming the recession and controlling the inflation. The plan also specifies 
measures. to cope with frictions expected · from the .. deceleratf:ng growth rate. 

The . plan sets as its main target · about · 6% average annual growth 
rate in real terms ov.er .the period FY76-80. In this context, the p'ran aims 
at (i) lowering the rate of unemployment from 1.9% ln FY75 to 1.3% in FYBO; 
(ii) eliminating the budgetary deficit by .. FY79/80; (iii) raising the ratio of 
tax and other payments to GNP by about 3%,· thereb)7 attaining a more equal 
burden distribution; (iv) reducing the · cons.umer price inflation to 6% and 
wholesale price inflation to 4% per annum; and (v) achieving a current account 
surplus of $4 billion and a b~sic balance equilibrium by FY80.5/ 

I 

The plan was drafted three -years ago. Although. it still represents 
the government's official directions, it was recently 'so~ewhat adjusted, on the 
basis of a more up-t-o-date information, by . the Prime Minister's Advisory Council 
on Economic Affairs. The . Council gave tentatively revised data for FYBO and 
FY82, showing the · same overall growth rate, but assuming -that, because of the 
sizable public works expenditures~ . a fiscal equilibritim could only be achieved 
after a substantial increase in taxation by· FY8_2 instead of FYBO.f!./ 

The plan also indicates the adjustments necessary for structurally 
depre.ssed industries, including those affected by the oil price increase, J>y 
strucural over-capacity, by competition from low-wage developing countries, 

I 
and by the recent appreciation of the yen. It suggests that Japan's industry 

r
should focus upon industrial machinery, computers, precision machinery, 
construction, and services. 

Another propelling change in the Japanese economy over the course of 
a few ·years will be i nternationalization. The blow· dealt to export industries 
by the excessive upsurge of the yen rate has been a valuable lesson and the 
pressing need of international cooperatiou_has become more strongly recognized 
as a r esult . In the face of the industrial countries as a whole recording 
current account deficits, Japan will place greater efforts in reducing the 
surplus. Long-term capital outflows are expected to increase and further import 
liberalization ·are bound to take place over the next few years. 

2..1 

In reviewing these data, one should note that Japan's .economic development 
plans are never rigid guidelines~ but only- provide the basic (consensus} 
direction to be followed by th~ government. 

Provisional estimates as adjusted are in Table IV. 
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ATTACHMENT 

BACKGROUND INFORMATION ON .FY78 J?ROJECTIONS 

1. Personal consumption and private .. housing investments · (:which account 
for about 53% and 7% of Japan's GNP) are ·expected · to stay s~~ggish, because 
of consumers' uncertainty about employment and income prospects. Unemployment 
reached 1.41 million persons, or 2.12% in March 1978·, and · the spring wage 
increase is estimated to be less ·than an average 6%·. · .Despite much low consumer 
price increase (A.5% in March 1g75 over a year ago}, mainly because of the 
yen appreciation, fear of a decrease i-n r.eal income prevents an increase in 
personal consumption. Private housing investments, are also expected to be 
limited, .despite the··relativ-e stab.ility of land pri.ces and construction costs, 
and easier access to housing loans. 

2. Investment in plant and equipment is not expected to recover significantly. 
The overall industrial capacity utilization was estimated at only around 80% in 
December 1977, and the pre-tax profits of major corporations in the first half 
(April - September) of FY77 at 88% of the profits in the first half of FY73. 
The profit gap has continued to widen among different industries. Pre-tax profits 
of electric power, automobile, and petroleum refining industries registered a 
100%- 200% increase over "the previous peaks, and pre-tax profits of department 
stores and food products, and electric appliance industries also exceeded their 

·peak levels. In sharp ·contrast, pre-tax profits of the steel industry declined 
to less than 10% while the textile, non-ferrous· metal, and shipping industries 
showed deficits. Although the lower rates of interest, the declining costs of 
imported materials, and the likely to be moderate wage inc.~eases this year will 
contribute to improving corporate earnings, it will still take time before private 
business as a whole will embark upon new production expansion projects. 
This year, on~y the electric power industry is expected to make substantial 
investments. 

3. The prospects for inventory investments are somewhat br.ighter. 
Inventory adjustment has progressed, especially in industries related to public 
works and electric power. However, the inventory ratio is still high in 
industries, such as nonferrous metal, paper and pulp, color TV and stereo, 
.agricultural machinery, and petroleum products. 

4. The government's FY78 budget, with its 34.5% increase in the public 
works allocation, is expected to ·have a considerable effect o~ generating 
domestic demand. However, there are three major constraints: (i) the still 
high inventory level and low capacity utilization; (ii) the cautious consumer 
attitude (any additional income may very well· be saved instead), and (iii) the 
changing composition of government investment. With more investments related 
to the living environment (for mainly the purchase of land and less to the 
purchase of raw materials and related items) will decrease the multiplier effect. 

5. The reduction of the current account surplus should primarily be 
achieved by means of increased imports through domestic economic recovery. 
However, prospects for increased imports are not bright . in the near future. 
Despite the government's import promotion program, including (i) a more positive 
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attitude at the -Tokyo Round negotiations, (ji) -a reduction of import tariffs on 
major industrial products (like . passE!:nger · cars, · ~ompute'X's, · and film), (iii) an 
increase of import quotas for products still .subject to import . restric~ions 
(mainly _agricultural products), and (iv) cheaper ··import credits, imports are 

\

not expected to increase rapidly. The -main problemS will cont±nue to be MITI's 
, elaborate import regulations and guidelines, the · complex distribution system, 

and the government's reluctance .to upset its _agricultural system by drastically 
increasing imports of E!:·g., considerably low-priced .beef and citrus. 

. . 

6. Exports are expected to stay at a high. level~ although the rate of 
increase will somewhat decline due to the · deteriorating exj>or.t climate. The 

k recent appreciation of the · yen · to ¥220 .. per · dollar has· badly affected chemicals, 
(l ship-building, industrial -plant, and except for specialized and high quality 

goods, textiles and -china. Conversely, the · effect on high-quality industries, 

ll 

such as automobiles~ optical instruments, motorcycles, and audio-equipment, has 
been relatively small. Steel · and color TVs have stayed -competitive, although 
they have limited · exports. The · effect of the ·. yen appreciation on various industries 
varies considerably, but overall exports still seem· to be -competitive. Therefore, 
in the absence of effective measures ' to increase imports, a voluntary limitation 
of exports may be · the only way to attain a _reduction oft-h.e .current account surplus. 

7. Together -with constructive -measures to -accelerate imports, it will 
be important for Japan to encourage the · capi.t:al outflow. Therefore, the . government 
has promoted yen-denominated . foreign bond issues . in -the Tokyo · ·capital-market. 
However, net investments in yen bonds oy· non-residents ·amounted · to ¥1.4 trillion 
in FY77, far exceeding the · amount of yen~denominated foreign bonds amounting to 
¥454 b-illion in FY7i. In March 1978, the · Government, therefore, took meas-ures 
to restrict non-resident purchases . of yen bonds with a redemption period of 
less than 5 years and one month. · In viewof .. the · continuing dull demand for 
money in the private sector, it can now he · expected · that ·the capital exports 
will increase, not only through public issues but also through private placements 
and syndicated loans by-private banks ·. · · 



Table I 

JAPAN: BASIC ECONOMIC DATA 

FY72 FY73 FY74 FY75 FY76 FY77 FY78* 

Economic Growth Rate (Real) 9.8% 6.4% -0.2% 3.4% 5. 7% 5.3%* 7.0% 

Growth Rate of Government 12.9% -8.4% 2.2% 7.8% 1.1% 17. 7%* 16.2% 
Fixed Capital Formation (Real) 

Growth Rate of Private 8.4% . 13.9% -14.5% -9.3% 5.4% 0. 9%* 6. 7% 
Equipment Investment (Real) 

Balance of Current Account 6.2 -3.9 -2.3 0.1 4.7 @ 6.0 
($ Billion) 

Foreign Exchange Reserves 18Jl25 12J426 14Jl52 14Jl82 16J997 09.;os'" 
($ Mi~lion) 

Wholesale Prices Increase 3.2% 22.6% 23.4% 2.1% 5.8% 0.4% 2.7% 

Consumer Price Increase 4.5% 11.7% 24.5% 11.8% 9.3% 6. 7% 6.8% 

Wage Increase Rate (Nominal) 16.5% 21.9% 29.1% 12.4% 12.1% 5.6%* 

Unemployment Rate 1.4% 1.3% 1.5% 1.9% 2.0% 2.1% 

Mining & Manufacturing 10.1% 12.4% -9.7% -4.4% 10.8% 2.6%* . 6.8% 
Index Increase 

* Government estimates 



FY72 

Trade Balance 8,333 

Exports 29,437 

Imports 21,104 

Services & Transfers - 2,173 

Current Account 

~ - 6,160 

Long-Term Capital - 5,959 

Basic Balance 201 -------
Short-Term Capital 

and Errors 2' 761 

Overall Balance 2~ 962 

* Government estimates 

Japan: Balance of Payments 
· ( $ mill ion) 

FY7L_ FY74 FY75 

789 3,940 5,843 

38,943 57,266 56,004 

38,154 53,326 50,161 

- 4,707 - 6,2 70 - 5,709 

- 3,918 - 2,330 134 

- 9,110 - 2,083 - 260 

-13,028 - 4,413 - 126 

- 379 1,021 - .1 ,646 

-13,407 - 3,392 - 1,772 

Table II 

FY76 FY77 FY78* 

11,148 @~ 13,500 

69,394 83,225 85,000 

58,246 62,654 71,500 

- 6,466 - 6,441 - 7,500 

4,682 @) 6,000 

- 1,606 - 2,401 - 7,000 

3,076 ( 11, 729) - 1,000 

176 397 

3,252 12,126 



FY76 FY77 
Actual Estimate 

(¥billion) 
Private 

Consumption 96.173(3.9%) 3.9% 

Private Fixed 
· Investment 34.961(4.2%) -

Housing 12.284(1.6%) 3.9 

Equipment 22.677(5.4%) 0.9 ,) 

Government Current 
Expenditure 18.422(2.8%) 5.0 

Government Fixed 
~ Assets Formation 14.926(1.1%) 17.7 

- ~rease in 
~nventory 3.258(47.6%) 1.3 

Total Doemstic 
Demand 167.739(4.2%) 4.8 

Overseas Current 
Surplus 1.470(40.2%) -

Exports 24.578(17.4%) 5.1 

Imports 23.108(9.4%) 0.2 

GNP . 169.209(5.7%) 5.3 

Reference: 

Current account 
of BOP 

(in $billion) . 4.7 14.1 

Consumer price 
index(%) 9.3 6.7 

Forecast of Economic Growth Rate for FY78 
(Growth rate in real terms) 

Economic Planning Japan Economic Keidanren Nikko 
Agency Research Center Research Center 

FY78 FY78 FY78 FY78 
Forecast Forecast Forecast Forecast 

5.3% 3.6% 4.9% 3.9% 

- 3.7 - 3.5 

9.8 7.3 12.4 6.8 

6.7 2.1 5.0 2.0 

5.7 3.3 4.1 3.9 

16.2 15.6 21.1 19.1 . 

21.3 1.1 18.8 29.4 

7.4 4.8 - 6.0 

- 1.2 -9.9 -8.6 

2.9 1.6 1.2 .... o.l 

4.2 1.9 6.8 4.5 

7.0 4.6 6.5 5.1 

6.0 8.6 9.0 7.4 

6.8 6.8 6.0 5.8 

Table III 

Nomura Mitsubishi Industrial Bank 
Research Center Research Center of Japan 

FY78 FY78 FY78 
Forecast Forecast Forecast 

5.2% 4.2% 3.6% 

0.9 

6.6 1.4 6.3 

-1.7 0.4 1.5 

2.8 3.4 4.5 

21.6 18.8 16.0 

-15.0 -16.1 15.6 

5.5 

-8.7 

-2.4 0.9 1.4 

0.9 2.7 6.0 

4.6 4.1 4.5 

9.2 10.0 

4.6 5.8 



Table IV 

Provisional Estimates for the ~apanese Economy in FY 1980 

(¥ trillion, %) 

Performance Preliminary Estimates Economic Plan in 1976-1980 
Annual Average (for reference Annual Average Annual Average 

FY 1975 FY 1980 Increase Rate FY 1982 Increase· Rate FY1980 Increase Rate 

Amount Ratio Amount Ratio FY1980/FY1975 Amount Ratio FY1982/FY1975 Amount Ratio FY1980/FY1975 

Real 

Gross National Expenditure 93 100 126 100 more than 6 142 100 . more than 6 125~ 100 6~ 

Personal Consumption Expenditure 50 54 63 50 less than 5 68 48 less than 5 65 52 5~ 

Government Current Expenditure 8 9 10 8 more than 4 11 8 more than 4 10 8 4 
, QJ 

H 
::l Government Fixed Assets Formation 9 10 15 12 more than 11 18 13 more than 10 13 10~ 7~ 
+J 
•.-4 
"0 

r::: Private Business Equipment Investment 14 15 19 15 less than 6 22 16 more than 6 20 16· 7 
QJ 
p.. 
>< 7 9 fil Private Housing Investment 7 7 less than 7 11 7 about 7 9~ 7~ 7-3/4 
~ 

CIS 4 r::: Current Account Surplus '0 4 7 6 - 8 6 - 5~ 4~ -
0 

•.-4 
+J 
CIS z 
Cfl Nominal 
Cfl 
0 
H Gross National Expenditure 150 100 267 100 more than 12 333 100 more than 12 277 100 13 
(.!) 

Personal Consumption Expenditure 85 57 150 56 about 12 186 56 less than 12 153 55 13 

Government Current Expenditure 17 11 28 11 more than 11 35 11 more than 11 30 11 12 
A 

' 
Government Fixed Assets Formation 14 9 29 11 about 16 38 11 less than 16 27 10 14 

Private Business Equipment Investment 21 14 32 12 more than 9 40 12 less than 10 39 14 13 

Private Housing Investment 11 7 20 8 more than 12 26 8 more than 13 23 8 15 

Current Account Surplus 0 0 1 0 - 1 0 - 1 1 -
QJ . 
u I / r::: Government Revenue 34 69 96 CIS,___ 

77 
~~ 

CIS CIS I j:Q r::: Government Expenditure 44 86 110 83 / 
~ •.-4 

I 

CIS 6 I 
I I 

u 0 A 10 ' 
I 

Cfl r::: Balance of Fiscal Account I 

,. A 17 v/ A 14 A 6 
·.-4-
J~ 

Note: 1) Real values are in 1970 prices 

2) Gross National Expenditure (nominal) of the Plan is taken from the Economic Plan for 1976-1980 



JAPAN' S ECONOMIC . RELATIONS WITH . DEVELOPING COUNTRIES 

I. INTRODUCTION 

1. Japan's paucity of natural resources has made it relatively 

highly trade-oriented although restric.tions on imports of manufactures 

retarded growth of intra-industry trade until the end of the 1960s. Its 

geographic situation in Asia and its relatively recent economic development 

at a time when neighboring developing countries were also growing rapidly, 

I 
made its economic linkages with developing countries markedly stronger than 

those of other industrialized countries. 

Table i.l: SHARE OF TRADE IN GDP AND DEVELOPING COUNTRIES' SHARE IN 
IMPORTS, EXPORTS AND DIRECT FOREIGN INVESTMENT, 1976 

Japan 

Share of Imports 
in GDP 

Share of Exports 
in GDP 

Share of Imports 
from Developing 
Countries in 
Total Imports 

Share of Exports 
to Developing 
Countries in 
Total Exports 

Share of Private 
Investment in 
Developing Coun
tries in Total 
DAC Private Invest
ment in Developing 
Countries 

12 

"---./ 

14 

( percen~ ) 

USA Germany 

8 20 

7 23 

44 20 

35 16 

41 10 

France UK 

19 26 

17 21 

26 25 

23 25 

3 10 

Source: OECD, National Accounts, 1976; IMF, Direction of Trade,1970-76, 
and OECD, Developing Cooperation Review, 1976. 
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. . 
2. This note discusses ·the growth ·and structure of trade with 

.. 

developing -countries, trade policy· trends, and foreign direct investment. 

II. TRADE 

A~ Imports 

3. Japan's imports consist principally of fuel, other raw materials 

and food, while exports are primarily manufactured goods~ With the 

exception of very limited coal supplies, almost all raw materials have 

to be imported. 

4. 

Table II.l: SHARE OF IMPORT VOLUME IN TOTAL CONSUMPTION OF 
SELECTED RAW MATERIALS BY ORIGIN, 1976 

( percent ) 

Share of Total Import~ from 
Consumption Developing 
Total Imported -countries 

Cotton 100 54 
Wood 100 4 

Iron ore 100 44 
Bauxite 100 36 
Copper Ore 97 65 
Nickel 100 99 

Coal 77 97 Oil 100 
Phosphate Rock 100 36 

Source: Japan, Ministry of International Trade and Industry. 

Saudi Arabia, Iran and Indonesia are the principal sources of 

oil supplies (65%) and developing countries also account for 33% of food 

imports, 34% of agricultural raw materials, and 43% of non-fuel minerals 

and metals. Australia, New Zealand and Canada are the principal developed 
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country food and non-oil raw material suppliers. Developed countries 

provide the bulk of manufactured imports, with the U.S. playing the 

leading role. Together with Canada it accounted for nearly 60% of total 

i~ports to Japan. Imports from the centrally. planned economies, 

while representing a small share of total have been growing quite rapidly, 

particularly from China. 

Table II.2: THE COMPOSITION OF IMPORTS BY COMMODITIES AND SOURCES, 
1975 

ImEorts from 

Developed Developing 
Countries Countries CPEs Total 

$US 
( percent ) million 

Food and Beverages 63 33 4 8,550 

Non-food Agriculture 51 34 15 4,110 

Fuel and Energy 13 83 4 24,090 

Non-fuel Metals and MineEals 51 43 6 4,520 

Manufactures 73 23 4 9 1 240 

TOtAL .39 56 5 50 2510 

Source: Annex Table 1. 

5. While developing countries had accounted for · almost half the 

source of imports even in the 1950s and 1960s, the increase in oil prices 

made them the dominant source of imports in the 1970s. 
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Table !!.3: GROWTH OF IMPORTS'B~ · SOURCE IN CURRENT PRICES 
( percent ) 

Deyeloped Developing 
·Count ties Countries CPEs Total 

Annual Growth Rate: 1955-65 13 11 18 12 
1966-75, 18 26 20 22 
1955-75. 15· 18 19 17 

Share: 1955 51 45 4 100 
1965 53 41 6 100 
1975· 39 56 5 100 

Source: Annex Table 1. 

6. The commodity composition of imports is shown in Table II.4 at 

constant 1970 prices, as the 1973/74 increase in the price of oil would 

otherwise swamps all non-oil import trends. 

Table II.4: GROWTH OF IMPORTS BY COMMODITIES IN CONSTANT 1970 PRICES 
( percent ) 

Non-fuel 
Raw 

Food Fuel Materials Manufactures 

Annual Growth Rate: 
1955-65 9 23. 11 15 
1966-75 · 10 15 9 17 
1955-75· 9 19 10 16 

Share: 1955 34 7 41 18 
1965 25. 18 35 23 
1975 18 23. 26 . 33 

Source: Annex Table .!. Deflators have been taken from Japan Tariff 
Association, ·The ·summary ·Report? Trade of ·Japan, 1977. 

Total 

13 
13 
13 

100 
100 
100 
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7. Apa~t. from the i~c;reas~ in fu·el d.mports mainly from the Middle 

East, and Indonesia, the most impoytant ~hange i~ imports has been the 

increase in the imports of manufactured goods. Japan's policy in the 

1970s was to stimulate imports of labor-intensive products such as 

textiles, clothing and electrical appl!ances ?Y the introduction of a 

Generalized System of Preferences in August 1971 and by "orderly 

marketing" measures. Although the level and share of manufactures in 
• 0 

total imports from developing countries is still very small, it grew at 

23% a year (in constant prices) from 1955 to 1975, with a rapid acceleration 

to 35% a year from 1965 to 1975. This was of course substantially higher 

than the 15% - 16% overall growth of manufactured exports from developing 

countries. 

Table II. 5: JAPAN'S IMPORTS FROM DEVELOPING COUNTRIES BY COMMODITIES 

Share of 
Average Total Imports 

Growth Rate 
1968 1976 1968 1976 1968-1976 
(US$ Billion) -r"Percent ) ( Percent ) 

Food and Beverages 0.7 3.6 14 10 22 
Non-Food Agriculture 1.0 2.7 18 7 14 
Fuel and Energy 2.0 23.5 38 66 36 
Non-fuel Minerals 

and Metals 1.3 3.0 25 8 11 

Manufactures 

Textiles 0.1 0.5 1 1 33 
Clothing 0.6 2 66 
Non-electrical 

Machinery 0.1 64 
Electrical 

Machinery 0.4 1 73 

Total Manufactures 0.3 3.1 5. .9 36 

TOTAL 5.3 35.9 100 100 27 

Source: Annex Table 4. 
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8. South .Korea, Taiw·an and' Hong Kong have been the pr-incipal developing 

country suppliers of manufactures.- Imports from South Korea increased 

45 times in 1969-76, from Taiwan, 34 times, and from Hong ·Kong 8.5 times. 

Much of the flow of imports from South Korea and Taiwan was the result of 

I Japanese investment in labor intensive ··export · oriented manufacturing 

industries in those countries. In textiles and electronics, for example, 

the subsidiaries of Japanese firms account for 50% or more of exports from 

Korea and Taiwan. l/ Japan, however, remained a relatively small market 

for these countries, accounting for 23% of Korean exports, 14% of Taiwan's 

exports and 7% of Hong Kong's exports. 

Table II. 6: IMPORTS OF MANUFACTURES FROM SOUTH KOREA, TAIWAN 

AND HONG KONG 

(US$ Million) 

South Korea Taiwan Hons Kons 

1968 1976 1968 1976 1968 1976 

Total manufactures 28 1251 16 534 31 262 
of which: 

Textiles & Clothing 23 681 7 159 7 108 

Electrical Machinery 1 225 1 118 4 15 

Source: Annex Table 5 and 6. 

ll MIT!, Survey of Japanese Firms' Foreign Business, 1977 (Japanese). 
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B. Exports 

9. The composi-tion and destination of exports is of course quite 

different from the import picture. In 1975 manufactures accounted for 

96% of total exports, with almost half __ (49%) _going to developing countries, 

8% going t~ CPEs and 42% going to developed countries, mainly the 'United 

States and Europe. 

Table II.7: THE COMPOSITION OF EXPORTS BY COMMODITIES AND DESTINATION, 
1975 

E!Eorts 
Developed Developing 
Countries Countries CPEs Total 

$US 
( percent ) million 

Food and Beverages 55 45 0 810 

Non-food Agriculture 30 54 16 760 

Fuel and Energy 18 79 3 220 

Non-fuel Metals and Minerals 31 58 11 605 

Manufactures 43 49 8 53 2355 

TOTAL 42 49 9 55,750 -- -- = 

Source: Annex Table 2. 

9. The rapid expansion of trade among developed countries is reflected 

in the more rapid expansion of Japanese exports to developed countries 

until the early 1970s. However, new opportunities in the Middle East 

markets after the increase in oil prices made export growth to developing 

countries more rapid in the 1970s. 
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Table II.8: GROWTH -OF EXPORTS BY DESTINATION 

( percent ) 

Developed . Developing 
Countries . Countries CPE's Total 

Annual Growth Rate: 1955-65 19 12 28 15 
1966-75 18 22 26 21 
1955-75 18 17 27 18 

Share: 1955 40 58 2 100 
1965 50 43 6 100 
1975 42 49 9 100 

Source: Annex Table 2. 

10. During its period of very r~pid growth in the 1960s and early 

1970s, Japan adopted industrial policies that were specially aimed at 

stimulating domestic business investment in an effort to bring down costs 

of heavy industry products. These policies contributed markedly to the 

However, almost all of the direct export 

1 
success of export promotion. 

promotion measures were abolished or suspended in 1973-4 in response to 

international pressures. The growth of exports has nevertheless been 

maintained so that the increase in oil prices has not caused Japan balance 

of payments difficulties. 

11. Asian countries, particularly those of East Asia have 

traditionally been Japan's principal markets, accounting for 60% of exports to 

developing countries in 1968. The Middle East only accounted for 8% of Japan's ~arts 

in 1968. This was less than Latin America where Japanese economic connections 
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were particularly strong in Brazil. However, by 1976 21% of Japanese exports 
.;.. 

to developing countries went to the Middle East • . The share of imports 

from the Middle East of course rose even more· rapi~ly, from 33% in 1968 to 

51% in 1976. Asia remained constant as a source of imports from 1968 to 

1976 at 37%, and Latin America's share declined from 18% to 7% between 

1968 and 1976. 

Table II.9: JAPAN'S TRADE WITH DEVELOPING COUNTRIES BY REGIONS 

ExEorts ~fob) ImEorts (cif) 
Average Average 

Levels(US$ Growth Levels(US$ Growth 
billionl % Share Rate (%) billion) % Share Rate (%) 
1968 1976 ~ 1976 1969-76 1968 1976 1968 1976 1969-76 

Southern 
Europe 0.03 0.1 1 1 20 0.1 16 

Africa 0.8 5.0 13 16 27 0.4 2.1 9 4 14 

Latin 
America 0.7 4.8 13 16 27 1.0 2.7 18 7 12 

Middle 
East 0.4 6.5 8 21 39 1.8 12.5 33 51 34 

Asia 3.4 14.0 60 46 20 1.9 15.3 37 37 27 

Oceania 0.3 0.2 5 1 -5 0.2 0.1 3 1 9 

Total 5.6 30.7 100 100 24 5.3 32.8 100 100 27 -- - -- -

Source: Annex Table 3. 

12. Japan's exports to developing countries are dominated by intermediate 

and capital goods, including iron and steel, electrical machinery and transport 
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equipment !/ and by such durable consumer goods as electrical appliances 

(radios and TVs) and automobiles. Again, the most important Japanese 

export markets are Southeast and East Asia with South Korea, Taiwan, Hong 

K~ng and Singapore being the largest importers, and the Middle East 

countries, particularly Saudi Arabia and Iran. 

Table II .10: JAPAN'S EXPORTS TO DEVELOPING COUNTRIES BY COMMODITIES 

Average 
Growth Rate 

1968 1976 1968 1976 1969-76 

US$ Billion ( Percent ) ( Percent ) 

Food and Beverage 0.1 0.4 3 1 13 
Non-food Agriculture 0.1 0.5 2 2 19 
Fuel and Energy 0.1 0.1 1 16 
Non-fuel Minerals 

and Metals 0.1 0.5 2 2 25 

Manufactures 

Textile Yarn, etc. 0.8 2.2 15 7 13 
Iron and Steel 0.6 4.6 10 15 30 
Non-electrical 

Machinery 0.7 3.9 12 13 25 
Electrical 

Machinery 0.6 3.5 11 12 25 
Transport Equipment 1.2 8.7 21 29 28 

Total Manufactures 5.2 29.2 93 95 24 

TOTAL 5.6 30.7 100 100 24 

Source: Annex Table 4. 

!I Note, however, that large vessels included in transport equipme~t are 
often exported to Liberia and Panama for "flags of convenience", exports 
to Africa and Latin America are substantially exaggerated thereby. 
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III. TRADE POLICY 

A. Tariffs 

13. Japan took part in the developed countries' trade liberalization 

process in the 1950s and 1960s, and it is of course currently participating 

in the ~of negotiations. The following table indicates Japanese 

tariff levels compared to other developed countrie& 

Table III.l: AVERAGE TARIFFS .IN SELECTED OECD COUNTRIES a/ 

All Industrial 
Finished Manufactures . Products 

Japan 
United States 
European Community 
Australia 

( Percent ad valorem ) 

7.2 
14.4 

~/ These figures cover all items; average tariffs on dutiable items only are 
slightly higher. The calculation was ruade in 1973 but it is still largely 
valid. 

Source: GATT, Summary by Industrial Product Categories: Tarif£ .1973, _ Imports 
1970 and 1971, Geneva, March 1974. 

In the Tokyo Round Japan is aiming 

somewhat higher than the Tokyo Round's group target · of 40%. Since March 

1978, Japan has unilaterally lowered tariff rates on 124 items including 

aut01Il0biles (from 6·. 4% to zero), roasted coffee (from 25% to 20%), instant 

coffee (fr~ 20% to 17.5%), and canned vegetable soups (from 24% to 21%). 

These reductions (in ·common with those by other Tokyo Round countries) will 

of course reduce the value of the GSP scheme for the developing countries. 
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Import Licensing 

14. lmport licensing h-as been of much greater importance in 

restricting imports ·into Japan t~an tariffs . . However, since 1960 import 

licensing has been substantially liberalized·, so that Japan now compares 

favorably to European countries in this respect. 

Table III.~: . NUMBER OF COMMODITI~S UNDER RESIDUAL IMF ORT RESTRICTIONS 
IN SELECTED INDUSTRIAL COUNTRIES, JAN1 TA-RY 197 8 

Agricultural and Industrial 
Marine Products Products Total 

Japan 27 

France 39 35 74 

Germany 19 20 39 

Italy 12 8 20 

us l 6 . 7 

UK 19 6 25 

Source: JETRO, Japan's Import System, 1978. 

15. The remaining quota restrictions mainly apply to 

agricultural and marine products. The manufactured products on which 

import quotas remain are lea~her and leather products,including footwear. 

These have proved difficult to liberalize because they are produced in 

small scale enterprises in remote areas in which there are few alternativE 

opportunities for employment. Most of the agricultural and marine product 

for which import quotas exist are mainly sensitive to imports from develoi 

countries, especially the U.S., Australia and New Zealand. 
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B. "Administ"rative Guidance" 

16. Until the end of the 1960s special regUlatiQns called 

"Administrative guidance" were Used as barrie:r;s against i~orts. However, 

since the 1971 negotiations with the U.S~, and in response to ~re general· 

criticism· of Japan's export surpluses · s:tnce that time, the "administrative 

guidance" . has been turned toward import promotion. 

C. Market Structure 

17, Japan's market structure, varying from commodity to coliDilodity, 

poses serious problems for importers. Brokers and traders typically 

I appropriate differentials arising from the lower costs of imports so that 

consumers do not benefit from trade. This is the reason why yen revaluations 

have not been effective in lowering the prices of imported consumer products 

significantly, and hence have not resulted in a rapid increase in imports. 

~ 18. Additional difficulties stem from unfamiliarity with the 

\ preferences of Japanese consumers. Here the Asian countries which have a 

similar culture to that of Japan are at an advantage. However, the 

principal reasons for Korea's and Taiwan's success in Japanese markets 

for manufactures, as already noted, stem from the investment link with 

Japanese corporations. 
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IV. PROSPECTS· FOR JAPAN'S FUTURE· GROWI'H ·oF· TRADE WITH DEVELOPING COUNTRIES 

A. Imports· 

19. Japan's economy is expected to grow .substantially more slowly in 

the next decade than in the · 1960s and early 1970s, at some· S-7% a year. 

This slow-down is expected to reduce the tempo of Change from energy and raw 

1Jlaterial consusnillg . to "science intensive" industries, so that food, fuel and 

other raw materials are expected to continue to dominate imports, with semi-

processed goods only becoming important from the mid to late 1980s. 

20. The structural changes that would make room for more labor-

intensive imports from developing countries are also expected to slow down 

somewhat with the slower growth of the economy, and this is leading to the 

same protectionist pressures that are evident in other OECD countries. On 

the other hand international pressure to reduce Japan's trade surplus, and 

the rising wage cost effects of yen revaluations are likely to stimulate the 

) trend toward investing in developing countries in labor intensive .goods for 

the Japanese market and to open it up to those developing country exporters 

who can handle the Japanese .marketing situation. The penetration of 

Japanese markets by imports is generally verY low, and imports from 

developing countries are less than 5% of the clothing and leather consumption, 
1/ 

less than 2%. of textiles, and no more than 1% of any other category.-

21.. Japan tends to ·. import substantially more from developing countries 

than .;t t t h . . 2/. b h . . d b . f ch ~ expor s o t em,- ecause t e~r tra e arr1ers are o course mu 

higner than those of developed countries. In the context of increasingly 

l/ See Annex Table 12. 

~/ See Annex Table 11. 
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liberalized in·ternational trade, bilateral. 'or ·"group,. balances are of 

course not important, but unless the · developing countries take part in 

such liberalization through reciprocal measu~~s, the develpped country 

markets are not likely to be rapidly exPanded for them. 

22. Taking all these factor's into-- accotmt, the growth of manufactured 

imports from developing countries · to Japan during the next decade is likely 

to be considerably below the 35% of 1965 to 1975, probably no more than 

20%. a year in constant prices. 

B. Exports 

23. The shift to capital and "science" intensive products that has 

characterized Japan's export trends over the past 20 years is expected to 

be sustained. Given the relatively rapid growth of the Middle East, 

Southeast Asian (ASEAN) and East Asian economies, the trend toward an 

increasing share of the developing countries' share in Japan's exports is 

also likely to be sustained. 
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v. JAPAN'S FiNANCIAL FLOWS .TO DEVELOPING 'COUNTRIES 

A. Private Direct Foreign Inves.tment 

24. Japan's direct foreign investment in developing countries grew 

at 15% per annum in the 1960s, arid then·accelerated 

1970 to 1976. 11 In 1972-76, 61% of Japan's total direct foreign investment 

went to developing countries. More than 70% of direct foreign investment 

from the United States and Europe has in contrast in the past decade 

typically gone to other developed countries. 11 

25. Japan's investment has mainly gone into mining (including oil 

extraction) and manufacturing (led by textiles), and roughly 50% of total 

investment has gone to Asia. The investment motives have mainly been 

(i) to ensure a supply of raw materials and (ii) to defend or promote 

export markets. 

Table V.l: JAPAN'S DIRECT FOREIGN INVESTMENT IN LDCS BY REGIONS AND 
SELECTED INDUSTRIES: 1951 - 1976 ~ 

(US$ Million) 

Africa Latin America Middle East Asia 

Mining 402 572 1,673 2J003 

Manufacturing 65 ~ 276 2,384 

of which: 

Textiles 34 260 4 736 
Chemicals 1 154 194 353 
Electrical Machinery 5 134 5 294 
Iron and Steel 16 319 27 269 
Other 9 663 46 732 

TOTAL 772 3,020 2,041 52440 

a/ Note that this table refers to "approvals" by the Japanese Government not 
acfual "commitments". The figures thus differ markedly from OECD data, but 
they are the only source of industry and regional data. 

Source: Annex Table 9. 

11 OECD, ·Developing Cooperation Review, 197 and EPD, "Prospects for Private 
Direct Foreign Investment", November 10, 1976. 

·Total 

4,650 

4,255 

1,034 
702 
438 
631 

1,450 

112273 
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.. . 
B. Total Financial Flows to Developing Countries 

26. While ODA flows to developing countries ·have remained low and 

relatively "hard", total financial flows from japan.to developing c.ountries 

have not been far from the total DAC averager . This mainly results from 

the relatively high direct investment flows from a substantial level of 

export credits. 

I. 

II. 

III. 

Memo: 

TABLE V _, z·: JAPAN'S FINANCIAL FLOWS TO DEVELOPING COUNTRIES 

( US$ Million ) 

1970 1974 1975 1976 

ODA (net) 458.0 1126.2 ~ 
1147.7 Q l04.:!) 1. Grants & Grant 

like flow 121.2 198.6 201.7 184.9 
2. Development 

lending 250.3 681.8 648.7 568.1 
3. Contribution -

to multi-
national insti-

8 tutions 86.5 245.8 297.3 

OOF (net) 693.6 788.9 1369.4 1333.4 

Private Flows 
(net) 672.3 1047.2 362.4 1564.3 

1. Direct Invest-
ment 261.5 705.4 222.7 ( 1084.2 ) 

2. Portfolio 
investment 21.0 184 .• 5 47.0 144.9 

3. Export credits 386.9 148.7 82.7 319.0 
4. Grants by volun-

tary agencies 2.9 8.7 10.0 16.2 

Total 1824.0 2962.3 2879.6 . 4002.6 

ODA as percent of GNP 0.23 0.25 0.23 @.(Total DAC 
0.33) 

Total as percent of GNP 0.92 0.65 0.59 0.72 (Total DAC 
0.97) 

Source: DAC, DeveloEment CooEeration, 1977 Review. 
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27. The strong. trend toward investment in developing countries is 

expected to be maintained. 
- - -

Investment is currently taking place in LNG 

developments in Indonesia and petrochemicals in the Middle East, ~nd there 

are possibilities of several energy centered investments in Southeast 

Asia. Investment in manufacturing for·-home and export markets is also 

continuing. 



ANNEX TABLES 

Table 1: 

Table 2: 

Table 3: 

Table 4: 

Table 5: 

Table 6: 

Table 7: 

Table 8: 

Table 9: 

Table 10: 

Table 11: 

Table 12: 

Japan's Exports (fob) by Commodities and Regions: 
1955-1975 (Selected Years). 

Japan's Imports (fob) by Commodities and Regions: 
1955-1975 (Selected Years). 

Japan's Trade with Developing Countries by Region 
(Selected Countries): 1968-1977 (Selected Years). 

Japan's Trade with Developing Countries by Commodities: 
1968-1976 (Selected Years). 

Japan's Trade by Commodities and Regions (Countries): 
1968. 

Japan's Trade with Developing Countries by 
Commodities and Regions (Countries): 1976. 

Japanese Direct Investment Flow by Areas: FY1951-1976. 

Japanese Foreign Direct Investment in Developing 
Countries by Selected Recipient Countries 
FY1972-1976. 

Estimated Regional and Sectoral Distribution of the 
Japanese Foreign Direct Investment in Developing 
Countries FY1972-1976. 

Japan's Trade with Developed Countries, 1976. 

Trade Balances, 1975-6. 

Share of Manufactured Imports in Japan's Apparent 
Consumption in Selected Products, 1974 and 1975. 



Table 1: JAPAN'S EXPORTS (fob) BY COMMODITIES AND REGIONS: 1955-1975 (SELECTED YEARS) 

(Millions of US Dollars) 

Developed Developing 
(SITC Code) Year World Total Countries Countries 

1. Food and Beverages (0+1+22+4) 1955 155 105 48 
1960 300 215 79 
1965 375 280 88 
1970 680 335 335 
1975 810 445 365 

2. Non-food Agriculture (2+22+27+28) 1955 97 84 12 
1960 120 88 26 
1965 210 105 72 

·) 1970 305 120 160 
1975 760 225 410 

3. Fuel & Energy (3) 1955 7 - 7 
1960 17 5 12 
1965 30 9 21 
1970 48 7 38 
1975 220 39 175 

4. Non- fuel Miner als & Metals (27+28+68) 1955 68 36 25 
1960 28 13 15 
1965 136 78 54 
1970 274 126 112 
1975 605 185 354 

5. Manufa c tur es (5 to 9-68) 1955 1,683 565 1,068 
1960 3,585 1,609 1,918 
1965 7,699 3,868 3,405 
1970 18,013 / 9,952 7,085 
1975 53,355 22,686 26,186 

6. Tota l (0-9) 1955 2,010 790 1,160 
1960 4,050 1,930 2,050 
1965 8,450 4,340 3,640 
1970 19,320 10,540 7,730 
1975 55,750 23,580 27,490 

Note:: Details may not add up to totals due to rounding or statistical constraints. 

Source : UNCTAD, Handbook of International Trade and Develo2ment Statistics, 1976 and 1977. 
r 

Of Develo2ins Countries: 
CPE's Latin America Africa Asia 

1 2 8 38 
- 11 8 60 
2 12 8 70 
1 11 14 295 
2 20 53 269 

- 1 - 11 
7 2 - 24 

34 5 3 65 
29 17 2 146 

126 43 17 350 

- 1 
- 1 
- 2 
2 2 
7 43 - 13.1 

7 12 - 12 
- - - 15 
3 4 1 49 

23 4 1 105 
67 26 8 319 

31 174 162 742 
67 301 282 1,346 

436 467 668 2,296 
995 1,076 1,053 4,894 

4,478 4,528 4,512 17,011 

39 190 170 803 
74 315 290 1,445 

475 490 680 2,480 
1,050 1,110 1,070 5,440 
4,680 4,660 4,590 18,080 

ANNEX 

(OPEC) 

29 
69 

21 
91 

24 

59 

940 
8 ,177 

990 
8,420 

EPD/IE 
5/15/78 



ANNEX 

Table 2 ~ JAPAN'S IMPORTS (fob) BY COMMODITIES AND REGIONS: 1955-1975 (SELECTED YEARS) 

(Millions of US dollars) 

Developed Developing 
(SITC Code) Year World Total Countries Countries 

1. Food & Beverages (0+1+22+4) 1955 710 380 280 
1960 710 425 265 
1965 1,660 1,020 500 
1970 2' 720 1' 740 860 
1975 8,550 5,370 2,830 

2. Non-food Agr i culture (2-22-27-28) 1955 770 325 435 
1960 1,120 590 500 
1965 1,400 710 630 
1970 2,280 1,140 910 
1975 4,110 2,100 1,400 

3. Fuel and Energy (3) 1955 205 54 145 
1960 530 150 350 
1965 1,300 220 1,000 

~ 1970 2,960 750 2,120 
1975 24,090 3,030 19,990 

4. Non-fuel Minerals and Metals (27+28+68) 1955 180 68 91 
1960 645 364 271 
1965 1,000 386 550 
1970 2,950 1,495 1,445 
1975 4,520 2,300 1,960 

5. Manufactures (5 to 9-68) 1955 305 293 19 
1960 875 841 14 
1965 1,480 1,304 80 
1970 4,230 3,575 385 
1975 9,240 6,760 2,090 

6. Total . (0-9) 1955 2,170 1,120 970 
1960 3,880 2,370 1,400 
1965 6,840 3,640 2,760 
1970 15,140 8,700 5,720 
1975 50,510 19,560 28,270 

Note: Details may not add up to totals due to rounding or statistical constraints. 

Source: UNCTAD , Handbook of International Trade and Development Statistics, 1976 and 1977. 

CPE's 

53 
16 

132 
128 
350 

12 
25 
69 

225 
605 

6 
29 
77 
91 

1,080 

11 
13 
53 

111 
263 

1 
28 

104 
175 
372 

83 
111 
435 
730 

2,670 

Of DeveloEina Countries: 

Latin America Africa 

63 4 
82 13 

110 35 
340 83 
750 175 

165 26 
120 37 
200 40 
175 70 
250 52 

2 -
6 -

46 1 
35 15 
35 670 

17 4 
61 25 

174 87 
380 345 
643 290 

- 1 
- 2 
- 2 

60 7 
182 13 

240 35 
265 77 
530 165 
990 520 

1,860 1,200 

Asia (OPEC) 

218 
171 
356 
426 75 

1,879 135 

246 
339 
385 
654 145 

1,054 305 

145 
342 
957 

2,070 1,950 
19,280 17' 750 

69 
188 
291 
564 25 
827 134 

17 
20 
81 

426 5 
1,880 56 

695 
1,060 
2,070 
4,140 2,200 

24,920 18,380 

EPD/IE 
5/15/78 
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~l: JAPAN'S TRADE WITH DEVELOPING -COUNTRIES BY REGION (SELECTED COUNTRIES): 1968-1977 (SELECTED YEARS) 

(Millions of US Dollars) 

Average Growth 

p Percentage Share ~~!L_ 
1968 1974 1975 1976 1977 196R 1976 1968-1976 

Exports (f.o.b.) to: 

1. Southern Europe 34 134 132 141 .!:!.!..!.! 0.6 0.5 19.5 
2. Africa 754 3,894 4,592 5,041 n.a. 13.4 16.4 .26.8 
3. Latin America 696 4,946 4,663 4,803 n.a. 12.4 15.7 2T.3 

Brazil 102 ' :1,38£ 926 882 846 ""T.'8 """"2:9 31:0 
4. Middle East 459 12,688 5,458 ~452 n.a. 8.2 21.0 39.2 

Saudi Arabia 73 676 1,350 1,.892 2,364 1.3 6:2 50. 2 
Iran 137 .1,013 1,853 1, 709 1,942 2.4 5.6 37.1 

5. Asia 3,370 3,250 12,544 14,039 17,125 60.0 45.8 19.5 
India 139 594: 471 377 508 "'2.5 1.2 13.3 
Thailand 365 951 958 1,072 1, 370 6.5 3.5 14.4 
Malaysia ) 104 708 566 705 870 1.9 2.3 27.0 
Indonesia 147 1,450 1,849 1,641 1,812 2.6 5.3 35.2 
Singapore 209 1,387 1,522 1,533 1, 732 3.7 5.0 28.3 
South Korea 603 2,655 2,246 2,828 4,113 10.7 9.2 21.3 
Tai:wan 472 2,ooe 1,820 .2,068 2,574 8.4 6.7 20.3 
Hong Kong 468 1,360 1,379 1,861 2,339 8.3 6.1 18.8 
Philippines 411 911 1,026 1,115 1,108 7.3 3.6 13.3 

6. Oceania r~ 305 123 91 199 n.a. 5.4 0.6 -5.2 
7. LDC Total 1-6 5,618 25,035 27,480 30,675 37 z 588 100.0 100.0 23.6 
8. Total Exports 12 '9 72 55,598 55,754 67,203 80,511 22.8 

(Percent of LDC Total; 7+8) e 43 .3J' ~ T49.3J "[45.b) 14b.7T 
Memo: CPE 1 s 558 3,942 4,680 4,679 4,911 ]0.lf 

Imports (c.i.f.) from: 

1. Southern Europe 5 63 20 16 n.a. 0.1 15.6 
2. Africa 452 2,149 1,438 1,311 n.a. 8.6 TI 14.2 
3. Latin America 960 2, 705 2,509 2,428 n.a. 18.2 6.8 12.3 

Brazil 87 656 884 . 819 953 ' 1.7 2."'3 32.3 
l'eru 195 297 206 . 233 306 3.7 0.6 2.3 
Chile 187 403 258 299. 329 3.5 0.8 6.0 

4. Middle East 11760 12,466 16,143 18,398 n.a. 33.4 51.3 34.1 
Saudi Arabia . 389 .5, 237 6,131 .7,836 8,570 7":4 21.9 45':6 
Iran 632 . 4,764 .4,978 4,454 4,269 12.0 12.4 2 7.6 

5. Asia 1,931 15,320 10,588 13,410 15,105 36.8 37.4 27.4 
India 9 657. 658 . 802 806 . 5:6 '"'2.2 TI:4 
Thailand 147 685 723 . 849 754 2.8 2.4 24.5 
Malay~:>ia 343 979 691 .1,364 1,579 6.5 3.8 18.8 
Indonesia 254 4,569 3,430 4,096 5,033 4.8 11.4 41.6 
Singapore 62 619 399 648 693 1.2 1.8 34.1 
South Korea 102 1,567 1,307 1,919 2,160 1.9 5.4 1~4. 3 
Taiwan 151 954 811 1,192 1,297 2.9 3.3 29.5 
Hong Kong 54 273 245 341. 352 1.0 1.0 25.9 
Philippines 398 1,104 1,120 794 904 7.6 2.2 9.0 

6. Oceania 154 149 106 299 n.a. 2.9 
~ 8.6 

7. LDC Total (1-6) 5,268 32,852 30,804 35,862 39,963 1o'O:O 0 IT~T 
8. Total Imports 12,987 62,035 57,865 64,505 70, 760 22.2 

(Percent of LDC Total, 7+8) '{4o."6Y (53.0) r (53.2) \55.bY T5b.5Y 
Memo: OPEC 1,968 20,717 19,594 21,852 25,501 35.1 

CPE's 797 3,141 3,006 2,845 3,317 17 .? 

~: Regional classification is based on OECD, Trade by Commodities (Series B&C). 
p = preliminary. 
n.a. = not available 

Source: OECD, Trade by Commodities, Series B&e,various issues; IMF Direction of Trade, March 1978; The Bank of Japan, Balance of Payments Monthly, December 1977. 
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Table 4: JAPAN'S TRADE WITH DEVELOPING COUNTRIES BY COMMODITIES: 1968-1976 (SELECTED YEARS) 

(In mil l ions of U. S. dollars) 

Average Growth 
Percentage Share Rate (%) 

SI TC Code 1968 1974 1975 1976 1968 1976 19 76 /1968 

ExPort. ~ ( f~"!J) 

1. Food and Beverages (0+1+22+4) 146 354 370 398 2.6 1.3 13.l.f. 
2. Non-food Agriculture (2- 22- 27-28) 118 535 417 469 2.1 1.5 18 .8 

Textile Fibers (26) 91 384 288 312 1.6 1.0 16 . 7 
3. Fuel and Energy { 3) 30 184 173 99 0.5 0.3 16 . 1 4. Non-fuel Minerals and Metals (27+28+68) 81 . .398 353 477 1.5 1.6 24.8 
5. Manufactures (5 to 9-68) 5,243 23,564 26,167 29,232 93.3 95.3 24 .0 

Chemical Elements and Compounds (51) ) 
163 742 867 958 ' ·z:g , 3.T 24. 8 

Plastic Materials (58) 119 617 672 703 2.1 2.3 24. 9 
Rubber Manufactures (62) 93 293 452 423 1.7 1.4 20 . 
Textile Yarn, Fabrics, etc . (65) 838 1,857 1,957 2,156 14.9 7.0 12. 5 
Iron and Steel ( 67) :l 566 5,470 5,227 4,640 10.1 15.1 30 . 1 
Machinery (Other than Elect r ic) (71) ' 677 3,048 3,464 3,926 12.1 12.8 24. 6 
Electric Machinery (72) 589 2,234 2,450 3,548 10.5 11.6 25 . 
Transport Equipment {73) 1,184 6,011 7,317 8,738 21.1 28.5 28 . 

6. LDC Total 5,618 24,035 2 7,480 30' 6 75 100.0 100.0 23 . 

Imports (cif) 

l. Food and Beverages (0+1+22+4) 724 2,945 3,541 3,552 13.8 9.9 22 . ( 
Fruit and Vegetabl es (05) 167 281 316 418 """3.2 1.2 '12 . 2 
Sugar, Sugar Preparation (06) 128 911 1,374 497 2.4 1.4 18 . 5 

2. Non-food Agriculture (2-22-27-28) 961 2,836 1,676 2,686 18.2 7.5 13. 7 
Cotton (263) 310 516 373 505 5.9 1.4 6:3 

3. Fuel and Energy (3) 1,993 lL,023 20,905 23,548 3 7.8 65.7 36. 2 
4. Non-fuel Mineral s and Metals (27+28+68) 1,331 3,394 2' 571 3,015 25.3 8.4 10 .8 

Iron Ore and Concent rat es (281) 516 946 1,03 7 1,061 '9:8 3.0 9. 4 
Non-ferrous Metal Ores (283) 323 1,179 822 1,045 6.1 2.9 15 .8 
Non-ferrous Metals (68) 368 99.5 506 705 7.0 2.0 8. 5 

5. Manufactur es (5 to 9-68) 259 2,654 2,111 3,061 4.9 8.5 36. 2 
Textile Yar n, Fabr ics, etc. (65) 49 414 323 489 0.9 1.4 33 . 3 
Machinery (Other than Electri c) (71) 2 136 137 105 - 0.3 64 . 1 
Electric Machinery (72) 5 226 238 399 0.1 1.1 72 . 9 
Clothing (84) 10 571 348 582 0.2 1.6 66 . 2 

6. LDC Total 5,268 32,852 30,804 35,862 100.0 100.0 27 . 1 

Source: OECD, Trade by Commodities, Series B&C, various issues. 



Table 5: JAPAN'S TRADE BY COMMODITIES AND REGIONS (COUNTRIES): 1968 

(Millions of US Dollars) 

Latin America tijddle East 
Southern Saudi 

(SITC Code) Europe Africa Brazil Total Arabia .Iran Total India Thailand Malaysia Indonesia 

Ex~ (fob) : 

1. Food & Beverages (0+1+22+4) 0.7 6.5 0.4 4.8 1.3 7.0 0.1 2.2 3.6 5.4 
2. Non-food Agriculture (2-22-27-28) 0':'9 2.5 D 10.3 D.2 -r:t lT:'! T:7 T.1J tT:'! -

D.6 .1.9 2.4 0:2 T.T 9.6 1.5 2.2 'D.T -Textile Fibers (26) 8.9 -
3. Fuel F- Energy ( 3) .Q...l. .Q..J. il...i 0.1 0.2 0.1 2.4 0.1 2.5 - - tr.b """'2.4 """'3.3 n 1.3 2.5 4. ::on-fuel Minerals & Metals (27+28+68) - 0.9 0.3 1.7 -
5. Manufactures (5 to 9-68) '123 743.7 97.'6 ~ ~ "''7tr.Z . 43'7':8 114':2 355':"4' 99.1 136.6 

Chemical elements & 
9ompoul!df? __ (51) 0.2 1.1 3.1 15.5 0.1 - 2.0 29.3 5.8 2.6 11.1 

Plastic Materials (58) 0.1 3.5 0.9 6.5 0.3 0.9 4.6 6.1 13.8 3.4 7.2 
Rubber Manufactures (62 1.4 10.1 0.2 11.9 7.8 7.1 29.5 0.5 6.3 0.7 4.5 
Textile Yarn, Fabrics, etc. (65) 1.4 87.9 2.3 62.3 18.6 16.9 116.3 2.3 43.6 9.6 26.0 
Iron & Steel (67) ' 1.9 44.4 18.2 97.3 8.5 42.1 65.8 19.3 51.8 17.3 14.4 
Machinery Oth~r than 

Electric ( 71) 1.2 23.8 13.3 60.2 6.6 20.3 41.0 38.0 46.7 19.4 15.6 
Electric Machinery (72) 1.6 27.6 16.6 103.2 5.5 9.4 46.7 13.0 34.1 13.3 13.8 
Transport (73) 20.5 475.9 27.2 199.2 11.7 6.5 41.3 10.0 80.7 14.1 17.5 

6. Total 34.1 753.8 101.3 695.9 Jl:Q 136.6 ~ ~ 365.5 ~ 147.0 

Impor ts (cif): 

1. Foon & Beverages (0+1+22+4) 1.0 82.7 ~ 199.5 0.5 2.8 6.5 16.8 82.8 7~4 31.2 
Fruits and Veg•tables (05) -- """:""'f':" --z;o:;- -- --o.'S' <r.r -z:'f ----a.! --o:2 - - . - -
Sugar, Sugar P~eparation (06) - 0.5 1.7 42.0 - - - - 0.8 - 6.6 

2. Non-Food Agricultqre (2-22-27-28) 0.9 60.5 21.8 221.7 - 2.7 25.0 25.9 39.0 208.6 49.1 
Cotton (263) ""'5T:'B" -ra:s -m -- ---r:-7' ---zr.s ""'T7':4 ---o.r -- --- - - -

3. Fuel and Energy (3) - 7.6 55.6 388.6 622.0 1;§97.2 _w --k.l. .ill&. 
4. Non-fuel Minerals & Metals (27+28+68) -rr::r no:o 29:5 44i:5 0.1 4.1 12.7 192.8 16:5 122.1 13.8 

Iron Ore & Co~centrates (281-3) - -zm:T 2M ""Jrr.7 - - -- ~ ""T."6""" --sT:1J' ""'9:T - - -
Non-ferrous M~tal Ores (283) - 5.9 3.0 lt)l. 7 - 4.0 9.3 17.2 2.6 9.5 10.7 
Non-ferrous M&.tals (68) - 216.4 ... -. 77.7 - . --- -· 1.2 3..2 3..0. 2.-9. 

5. Manufactures (5 to 9-68) 2.7 11.1 .lid 41.6 - ....2.:..2. lld 50.9 8.7 l:Q l.r.2. 
Textile Yarn, Fabrics, etc. (65) - - - o:T - - - "'5.'4 1.0 - 0.1 
Machinery (Ot4er than Electric) (71) - 0.1 - 0.2 - - - 0.1 - - -
Electric Ma~h~ery (72) - - - - - - - - - - -
Clothing (84) - - - - - - - - - - -

6. Total 4.9 452.0 87.2 22h2. 389.2 632.5 1. 760.0 l2la! .liZ.:.Q. ~ l2l:..§. 

NOTE: - = nil or negtigible 

Source : OECD, Trade l,y Commodities, Series C, 1968 

Asia 
~ . - . -liOng 

Singapore Korea -~wan Kong 

6.6 3.9 8.0 .18.6 
l":7i rr:7 l'IJ'3 rr:7 
D:'7 20:"2 iT.O ""9.3 
2.8 6.8 2.6 3.2 
4.8 8.7 14.1 12.7 

193.6 557.4 427.4 420.4 

3.8 37 .o 19.2 7.4 
4.7 6.1 12.4 29.5 
1.8 0.4 1.5 2.6 

67.9 90.7 36.3 174.7 
26.1 56.7 59.2 15.8 

20.9 142.6 91.7 15.8 
17.3 59.4 75.3 53.1 
6.5 84.1 66.9 4.1 

~ ~ £!:.§. ~ 

1.0 33.0 107.6 11.4 -- 17.3 ""1'I':r ---o:T -- - 11.6 -
6.6 11.8 17.9 1.5 -- -- -- ()."2 - - -

48.7 ...1& 2.3 
""'4.2 26.1 T.3 lo:4 - -- - T.T - - -
0.1 9.3 4.2 -
1.3 28.0 15.6 20.7 
.!:1. 28.0 15.6 30.7 

- 20:4 ""5.'6 ""'2.3 
0.3 0.1 0.5 0.3 

- 0.5 1.1 3.5 
- 2.9 1.4 4.9 

..§.W. .!Q.hZ .ll2.:1. .&Q. 

Philippines Total 

22.1 84.1 
nr.T 86.5 
16.3 69.9 
1.7 23.0 

T0:"3 73.9 m 3zTirr.'! 

9.5 140.5 
9.5 100.9 
5.4 38.2 

35.7 547.4 
66.4 348.6 

75.2 530.0 
29.3 376.6 
44.9 409.6 

~ 31369.8 

32.1 348.4 
---w- to3.3 

13.7 33.8 
241.3 648.3 --- ~ -
--1.:..!!. 231.6 
116.4 526.5 
-m3 "27+2":T 

93.4 149.2 
6.8 73.6 
.2& 182.4 

- ""'4'7.8 
0.1 1.4 

- 5.1 
- 9.5 

398.0 11937.2 

Oceania 

42.5 
b.5' 
""'D.4 

5.9 
2.1 

248. 3 

3.2 
2.9 
2.2 

22. 1 \ 
8. 1 

21.2 
33. 2 
3 7.8 

305.3 

86.1 
14.8 

51. 8 
4. 2 - --

6o':T ---
57.0 
3.3 
3. 3 
D.T 

-
-

0. 1 

ill.:1. 

Total 

145. 6 
m 

91.3 
29.8 

81.0 
1,243.2 

162.5 
118.5 
93.3 

837.4 
566.1 

677.4 
588.9 

1,184.3 

51 617. 6 

724.2 
--no:o 

128.1 
960 . 7 
309.2 

1, 992 . 3 
T;"'3'3l':l" 
515:9 

323.1 
368 .0 
259.4 
--zm:u 

1.7 
5. 1 
9. 6 

5,267. 7 

EPD-IE 
5/15/ 78-



Exports (fob): 

l. Food & Beverages 

2. Non-food Agriculture 

3. Fuel & Energy 

4. Non-fuel Minerals & Metals 

(SITC Code ) 

(0+1+4) 

(2-26) 

(3) 

(68) 

Africa 

6o 

4 

2 

1 
5. Manufactures (5 to 9+26-68 ) 5,108 

Iron & Steel (67) 
Machinery (other than Electric) (71) 
Electric Machinery (72) 
Transport Equipment (73) 

6. LDC Total 

Imports (cif): 

1. Food & Beverages 

2. Non-food Agriculture 

Cotton 

3. Fuel & Energy 

4. Non- fuel Minerals & Metals 

Iron Ore & Concentrates 
Copper Ore 
Non-ferrous Metals 

5. Manufactures 

(0+1+221+4) 

(2 .. 221-27-28) 

(263) 

(3) 

(27+28+68) 

(281) 
(283=110) 

(~68) 

(5 to 9-68) 

Textiles & Clothing (65+84) 
Machinery (other than Electric) (71) 
Electric Machinery · (72) 

6. LDC Total 

364 
283 
.363 

3,615 

5,181 

~ 

180 

132 

345 

424 

71 
35 

230 

84 

1,326 

Latin Ameri ca 
Total Brazi l 

25 

12. 
23 

29 

4,917 

871 
749 
719 

1,752 

5,013 

771 

375 

320 

39 

1,034 

631 
(82 
152 

246 

17 
32 

5 

2,465 

1.2 

E.!1. 
0.2 

9.0 

868 . 5 

166.6 
257.1 
200.0 
65.4 

881.6 

257 -5 

24 . 5 

. 9.2 

452.8 

446.8 

83.7 

15.7 
21.4 

::>.3 

818.5 

Table 6: JAPAN• S TRADE WITH DEVELOPING COUNTRIES BY COMMODITIES AND REGIONS (COUNTRIES) : 1976 

(in millions of U.S. dollars) 

Middle 
East 

89 

12 

1 

32 

6,318 

1,404 
709 
833 

1,578 
'J 

6, 452 

51 

42 

30 

18,170 

107 

7 
65 

84 

2 
1 

18,454 

Se.udi 
Arabia 

32.3 

0.2 

0.1 

1.1 

Ire.n 

1.2 

2.:1 
0.3 

21.5 

1,855. 1 1,678.1 

291.3 
2o6.7 
218. 7 
714.7 

1,888.9 

553.0 
'204.2 
156 .2 
186.9 

1,7o6.6 

9.6 

B.. 
.0.6 

7,823.2 ~ 

30.9 

0. 7 

6:8 
.7.8 

~ 

1~9 

7,823.9 4,448.1 

Asi!. 

gQ 

180 

72 

350 

13,235 

2,007 
.2,195 
1,944 
1,861 

14,o47 

2,443 

2,134 

45 

!±..t..222. 
1,169 

359 
330 
260 

2,670 

.1,051 
70 

413 

13,411 

India 

0.1 

g 

0.1 

9.7 

;63.9 

113.1 
82.6 
.29.6 
30.9 

377.0 

207.3 

61.7 

'24.4 

414.1 

340.6 

11.9 ' 

118.0 

20.9 
1.2 
1.3 

801.1 

The.ile.nd 

L& 
17.0 

1.:.! 
22.2 

1,023.0 

187. 9 
172 .6 
:92.8 

. 273 .4 

1,070.2 

~ 

i84. 6. 

~ 

44 .5 

74.6 

22 .5 
0.3 
1.7 

848.0 

Maleysia 

hl 
2.4 

1.1 

15.6 

675.6 

115.9 
98.1 
92 .6 

182.7 

704.0 

lo6.5 

753·5 

0.2 

234.1 

180.1 

27.5 
135.7 

88 .0 

2.6 
10.4 
.23.6 

1,362.2 

Indonesia 

12.4 

.2!2 
8.4 

32.5 

1,575.5 

222.9 
293.8 
200.2 
293-9 

1,638.7 

226.6 

714.8 

2,972.5 

150.7 

3.6 
55.5 
~7.8 

26.0 

1.9 

0.3 

4,090.6 

Singapore 

28.5 

1.6 

2.1 

24. 2 

1,475.0 

~00. 8 
184 .0 
216.9 . 
464. 9. 

1, 531. 4 

.!2:.Q 

6.1 

458 .4 

L:2. 

1.1 

163.7 

.8.2 
29.3 
12 .4 

646. 5 

NOTE: (1) Commodity and regional classifications do not necessarily conform to those of Table 5, because data in this table are based on national sources. 

(2) - = Nil or negligible 

Source: Ministry of International Trade and Industry, White Paper on Trade, 1977 (in Japanese). 

South 
Korea 

!9..:2. 
86.0 

34.2 

2£:§. 

2,603.5 

411.4 
479.2 
417.7 
101.4 

2,824.5 

444 .7 

113.5 

75.9 

2.!.:.2 
0.1 

.8.5 

1,250.8 

681.0 
13.2 

224.8 

1,916.8 

Te.iwe.n 

57.3 

39.2 

10.1 

81.5 

2,091. 7 

340.2 
329.3 
452.4 
151.0 

2,279.8 

517.3 

82.1 

0.2 

li:l 
19.2 

3-9 

534.2 

158.7 
11.8 

117.7 

1,189.9 

ANNEX 

Hong Kong 

56.4 

16.0 

!:.2 
48 .1 

1,718.1 

152.6 
180.2 
~87.9 
95.6 . 

1,840.5 

55.2 

1.:.§. 

0. 4 

21.0 

1.2 

1.4 ' 

262.4 

108.3 
.3.5 

15.2 

342.2 

Philippines 

29.1 

H 
2.9 

19.0 

1,055.8 

157.4 
283.4 
lo6.9 
175.1 

1,114.0 

270.2 

161.7 

0.2 

294.0 

13.3 
246.8 

; .2 

67.2 

10.3 
0. 7 

14.8 

793.1 

Oceania 

32 

1 

169 

5 
15 
32 
67 

202 

26 

31 

233 

120 

12 

302 

EPIJIE 
5/15/78 

Total 

416 

216 

98 

418 

29,747 

4,651 
3,951 
3,891 
8,873 

30,895 

3.584 

2, 762 

'527 . 

23 ,549 

2,967 

l, o61 
574 
707 

3,096 

1,070 
103 
418 ' 

35.958 
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ANNEX 

Table 7 JAPANESE DIRECT INVESTMENT FLOw!/ BY AREAS: FY1951-1976 

Developed2/ Developing3/ Percent~e Share 
All Conntries Countries- Countries- DeveloEed Countries 

(A) (B) (c) (B/A) 
(millions of dollars) -.. - ·· ·-

FY1951-1962 545 143 402 26.2 
1963 

ii~} 1964 
1965 159 375 ~ 531 41.4 
1966 227 
1967 275 
1968 557} } 1969 665 1, 769 1,215 59.3 
1970 904 
1971 858 
1972 2,338 808 1,530 34.6 
1973 3,497 1,554 1,943 44.4 
1974 2,396 849 1,547 35.4 
1975 3,278 1,409 1,869. 43.0 
1976 3,462 1,279 2,183 36.9 

FY1972-1976 14,971 5,899 9,072 39.4 
1951-1976 19,406 8,135 11,273 41.9 

FY1972-1976 Average 2,994 1,180 1,814 
1951-1976 Average 746 312 434 

FY1973-1976 Average 
Annual Growth Rate (%) 10.3 12.2 9.3 

!} Approval basis, which does not necessarily conform to a disbursement basis. 
2/ The s~ of figures for North America, Europe and Oceania; some developing 

countries, which are hard to be excluded, are included in this category. 
LJ The sums of figures for Latin America and the Caribbean, Asia, Middle East 

and Africa. 

Sources: The Export-Import Bank of Japan, Kai ai Toshi Ke shoho (Monthly Report 
of the Foreign Investment Research Institution , various issues; 
Ministry of International Trade and Industry, Wagakuni Kigyo no Kaigai 
Ji~o Katsudo (Business Operations of Japanese Firms Abroad), 1976; 
EPD IE estimates. 

DeveloEinl Countri es 
(c A) 

73.8 

58.6 

40.7 

65.4 
55.6 
64.6 
57.0 
63.1 

6o.6 
58.1 

EPD/IE 
5,/15/78 



ANNEX 

Table 8: JAPANESE FOREIGN DIRECT INVESTMENT IN DEVELOPING COUNTRIES BY SELECTED RECIPIENT COUNTIRES /1 FY-1972-1976 

(in millions of US dollars) 

Cumulative Percentage Share 
Total 

FY-1972 FY-1973 FY-1974 FY-1975 FY-1976 FY-1972-76 FY-1951-76 FY-1972-76 FY-1951-76 

Europe 
Greece 1 19 - 2 .!!.:.!..:.. 21/J:.. 36/1 n.a • n.a. -

Sub-total 4 26 19 10 15 74 87 0.8 0.7 

Africa 
Zaire 3 67 - 58 n.a. 128/2 150/3 n.a. n.a. 

l Liberia - - - 86 n.a. 86/2 129/3 n.a. n.a. 
Nigeria - - 20 34 n.a. 54/2 112/3 n.a. n.a. 
Zambia - - - 1 n.a. _yi_ 44/l n.a. n.a. 

Sub-total 34 106 54 192 272 658 772 6.9 6.5 

Latin America & Caribbean 
Brazil 168 435 250 271 270 1,394 1,794 14.5 15.2 
Peru - 9 351 8 5 373 " 458 3.9 3.9 
Mexico 38 26 6 30 _1Q. _llQ. _!Zl ~ ~ 

Sub-total 283 821 699 371 420 2,594 3,301 27.0 27.9 

Middle East 
Iran - 12 51 32 144 239 293 2.5 2.5 

Sub-total 822 322 64 196 277 1,681 2,051 17.5 17.3 

Asia and Oceania 
Indonesia 119 341 376 585 929 2,350 2,704 . 24.5 22.8 
Korea 146 211 77 93 102 629 690 6.6 5.8 
Hongkong 30 123 51 105 69 378 448 3.9 3.8 
Philippines 10 43 59 149 15 276 354 2.9 3.0 
Malaysia 13 126 48 52 54 293 356 3.1 3.0 
Singapore 42 84 51 55 27 259 305 2.7 2.6 
Thailand 30 34 ~ 31 14 19 128 227 1.3 1.9 
Papua New Guinea 7 26 ....ll. 20 .£.:..!!..:.. .. ..§!!./1 115/].. .£.:..!!..:.. !h.!.!. 

Sub-total 411 1,041 748 1,124 1,265 4,589 5,630 47.8 "47.6 

TOTAL /!!_ 1,554 2,316 1,584 1,893 2,249 9,596 11,841 100,0 100.0 - -- -- = = -- ~ -
/1 Appr9val basis, which does not necessarily conform to a disbursement basis. 
i2 FY-1972-75. 
(j FY-1951-76. 
I~ Due to a difference in country coverage, these totals do not conform to those in Table 7. 

Note: n.a. = Not available. 

Sources: Ministry of International Trade & Industry, Keizai Kyoryoku no Genjyo to Mondaiten (Present Status and Problems of the Japanese 
Economic Cooperation), 1975, 76 issues, Ministry of Fiannce, Monthly Finance Review, July 1977, and The Export-Import Bank of 
Japan, ibid., EPDIE estimates. 

EPDIE 
5/15/78 
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Table 9 : ESTIMATED REGIONAL AND SECTORAL DISTRIBUTION OF THE JAPANESE FOREIGN DIRECT INVESTMENT IN DEVELOPING COUNTRIES:!/ FY1972-1976 

Agricul-
ture & Fishery 
Forestry 

Africa 
FY1972 

1973 
1974 
1975 
1976 

TOTAL (I)?) 

TOTAL (II )L/ 

Latin America 
and Caribbean 

0 
0 
1 
1 
2 

4 

4 

FY1972 1 
1973 14 
1974 13 
1975 19 
1976 12 

TOTAL (I) () 59 

TOTAL (II ) 69 

Middle East 
FY1972 

1973 
1974 0 
1975 1 
~976 0 

Asia 

TOTAL (I) 

TOTAL (II) 

----n'l972 
1973· 
1974 
1975 
1976 

TOTAL (I) 

TOTAL (II) 

GRAND TOTAL 
FY1972 

1973 
1974 
1975 
1976 

TOTAL (I) 

TOTAL (II) 

1 

2 

11 
21 
6 

10 
19 

67 

116 

12 
35 
20 
31 
33 

131 
=-== 

191 

4 
2 
6 
6 
2 

20 

27 

3 
4 
6 
7 
1 

21 

28 

0 

0 
0 
0 

3 
6 
5 
8 
5 

27 

42 

10 
12 
17 
21 
8 

68 

97 -

4/ Mining -

13 
86 
22 
89 

119 

. 329 

402 

8 
24 

369 
10 
27 

438 

572 

818 
272 

134 
72 

1,296 

1,673 

51 
234 
239 
359 
800 

1,683 

2,003 

890 
616 
630 
592 

1,018 

3,746 -
4,650 

Ms.mufac
turing 

6 
14 

5 
10 
4 

39 

65 

163 
288 
236 
246 
243 

1,176 

1,530 

2 
44 
55 
20 

151 

272 

276 

277 
487 
357 
533 
282 

1,936 

2,384 

448 
833 
653 
809 
680 

3,423 

4,255 

Food 
Products 

.3 
1 
0 
0 

4 

8 

8 
21 
22 
8 
5 

64 

74 

0 
0 

0 
0 

9 
12 
21 
24 
7 

73 

98 

17 
36 
44 
32 
12 

141 -
180 

Textiles 

5 
8 
1 
1 
2 

17 

34 

23 
93 
36 
18 
23 

193 

26o 

0 
1 
1 
0 
2 

4 

4 

132 
191 
118 
88 
47 

576 

736 

160 
293 
156 
107 

74 

7q() -
1,034 

(In millions . of U.S. dollars) 

Lumber & 
Pulp 

0 

0 
0 
0 

10 
9 

18 
70 
33 . 

140 

140 

0 
0 
0 
0 
0 

0 

0 

14 
40 
21 
14 

'5 

92 

111 

24 
49 
39 
84 
36 

232 

251 

Iron & Steel 
& Non-Ferrous 

Chemicals Metals 

0 

0 
0 
0 

1 

49 
14 
20 
14 
26 

123 

154 

0 
39 
15 
4 

136 

194 

194 

9 
.32 
.36 

198 
44 

319 

353 

58 
85 
71 

216 
2o6 

636 - · 702 ' -

1 
1 
2 
8 
1 

1.3 

16 

19 
42 
64 
42 
54 

221 

319 

0 
0 

10 
8 
9 

27 

27 

31 
28 
38 
66 
67 

230 

269 

51 
71 

114 
124 
131 

491 -
631 

:::::: 

!/ Approval basis, which does not necessarily conform to a disbursement basis. Data for developing countries in Europe 
and Oceania are excluded from this table because of statistical constraints. 

y Cumulative total of FY1972-1976. 
3/ CUIID.llative total of FY1951-1976. 
4/ Including petroleum. 
"'i_! Construction, trade, finance and insurance, etc. 

NOTE: (1) - = Less than $500,000 (!). 
( 2) Items may not add to totals due to rounding. 

Source: 'The Export-lmport Bank of Japan, "Kaigai Toshi Ken!cyusboho" (See Table .7); EPD/IE staff estimates. 

Non
Electric 
Machinery 

0 
0 

0 
0 

15 
3.3 
35 
37 
20 

140 

185 

0 
0 
1 
3 
2 

6 

7 

10 
19 
18 
19 
12 

78 

98 

25 
52 
54 
59 
34 

224 

290 -

Electric 
Machinery 

0 
1 
0 
2 

.3 

5 

10 
.36 
23 
12 
31 

ll2 

1.34 

1 
1 
1 
1 

4 

5 

36 
83 
30 
.36 
44 

229 

294 

46 
120 

55 
49 
78 

348 -
438 -

Transport 
Equipment 

0 
0 

0 
0 

22 
28 

7 
40 
49 

146 

221 · 

1 
1 

2 

3 

19 
44 
18 
.32 
8 

121 

136 

41 
72 
25 
7.3 
58 

26.9 -36C 
= 

Other 
Manufac
turing 

1 

1 
0 

2 

3 

7 
13 
11 
5 
3 

39 

45 

1 
3 

26 
3 
1 

35 

36 

17 
38 
56 
56 
50 

217 

289 

25 
55 
93 
65 
54 

~ 

373 
= 

Other 1/ 
Industries 

11 
4 

21 
87 

145 

268 

276 

1o4 
217 

76 
89 

133 

619 

821 

2 
6 
9 

40 
30 

87 

88 

53 
221 
122 
201 
135 

732 

896 

170 
448 
228 
417 
44.3 

1 7o6 

2,o81 
= 

EPD/IE 
5/15/78 

Total 

34 
105 

55 
192 
272 

658 

772 

279 
547 
699 
370 
416 

2,311 

3,020 

822 
.322 
64 

196 
235 

1,657 . 

2,o41 

395 
969 
729 

1,111 
1,242 

4,446 

5,440 

1,530 
1,943 
1,547 
1,869 
2,183 

9,072 

11,273 -



ANNEX 

Table 10: JAPAN'S TRADE WITH DEVELOPED COUNTRIES, 1976 

Exports to ~. Imports from 
(Percentage share) 

USA and Canada 55 

Australia and New Zealand 9 

EEC 23 

other Developed Countries 13 

Total Developed Countries 100 

US$ billion 31.6 

Source: UNCTAD, Handbook of International Trade and 
Development Statistics, 1977 Supplement. 

57 

22 

14 

7 

100 

21.9 



Table 11: T~DE BALANCES, 1~75-6 

· ( US$ Million ) 

ANNEX 

Ex2orts to Im12orts from Balance 

1975 1976 1975 1976 1975 

Total Developed Countries 23850 31600 19560 21890 4020 
of which: 

USA and Canada 12410 17460 11500 12560 910 
Australia and New Zealand 2130 2720 3740 4720 -1610 
EEC 5670 7230 2750 3040 2920 
Other 3370 4190 1570 1570 1800 

Total CPE Countries 2:_1 4680 4690 2760 2560 2010 

Total Developing Countries 27490 30950 28270 34070 - 780 
of which: 

OPEC 8420 9260 18380 21500 -9960 

TOTAL WORLD 55750 67240 50500 58520 5250 

a/ Centrally Planned Economy Countries 

Source: UNCTAD. Handbook of International Trade and Development Statistics, 
1977, Supplement. 

197 6 

9710 

4900 
-2000 

419 0 
2620 

2130 

-1320 

-12240 

8720 



Matched 
SITC 

Numbers 

82 
64 

5 
62 
61.83 85 
66 

67 
69.81 
71 
72 
73 
8~ 
8::, 

ANNEX 

,l 

Table 12: SHARE OF MANUFACTURED IMPORTS IN ·JAPANi S APPARENT 
CONSUMPTION !/ IN SELECTED PRODUCTS, 1974 AND 1975 

Industry 

Textiles 
Clothing . 
Lumber and wood products 

except furniture 
Furniture 
Pulp and paper products 
Chemicals 
Rubber products 
Leather and leather products 
Ceramic stone and clay 

products 
Iron and steel 
Fabricated metal 
Non-electrical machinery 
Electrical machinery 
Transportation machinery 
Precision instruments 
Miscellaneous products 

·Total Manufactures 

Imports from World in 
Apparent Consumption 

1974 19'75 

5.0 
11.7 

4.0 
1.4 
2.0 
8.1 
1.5 

11.2 

2.8 
1.3 
1.1 
6.4 
3.1 
2.6 

10.9 
5.0 

4.8 

3·9 
7.2 

3.9 
1.0 
0.8 
6.2 
1.2 
9.1 

2.9 
0.7 
1.0 
6.6 
3.2 
2.1 

12.0 
4.6 

4.1 

Imports from LDC s in 
Apparent Consumption 

1974 1975 

2.0 
8.1 

1.4 
0.6 
0.3 
0.7 
0.4 
6.2 

0.8 
0.3 
0.3 
0.4 
0.6 
0.0 
0.7 
1.0 

0.8 

1.6 
4.6 

0.9 
0.5 
0.0 
0.9 
0.2 
4.4 

1.0 
0.2 
0.2 
0.4 
0.8 
0.1 
1.0 
0.9 

0.7 

!/Defined as shipment of producers plus imports minus exports. 

Sources: MITI, Census of Manufactures in Bank of Japan, Economic Statistics 
Annual, 1976. 

UN, Commodity Trade Statistics, D Series, 1974 and 1975. 



I. JAPAN'S POSITION IN IMF, IBRD AND IDA 



DRAFT 
May 25, 1978 

I. 'Harmonisation' Between Japan's Share in IMF, IBRD and IDA 

( i) The Present Situation 

.., 
I • The table below shows Japan's share in IMF quotas (assuming ~ Ll countries 

consent to their increases under the 6th Review), IBRD capital (after the selective 

increase), and IDA (to IDA 5 and all replenishments). 

2. The table also shows the votes that accompany these amounts. In the IMF 

votes are accorded broadly in line with quotas; in IDA votes are adjusted at the time 

of each replenishment to reflect cumulative contributions to all replenishments; 

in IBRD votes are given in line with capital subscriptions. 

Japan: Shares in Votes and Subscriptions 

Share in Subscri~tions Share in Votes 

Ir"'F IBRD IDA IMF IBRD IDA 
Quota Capital Contributions Quota Cap·i tal Contributi ons 

4.~- 4-1 9.1 11 Among all Members 4.0 3.8 5.3 

6.2 5.9 10.3 Among Contributors 6.1 5.9 8.5 . 2/ 
(IDA 5) to IDA 5 

11 Share in all replenishments. 
11 Reflects cumulative contributions. 

(ii) Japan's Objectives 

3. Japan feels in broad terms that where membership in an international 

institution involves an obligation (as in IDA) it is asked to take up a large 

share (10.3% in IDA) but where it involves a possible benefit (as in IMF) other 

countries resist giving Japan an increase. To illustrate this point, the 

difference which now exists between J~pan ~. s snare. in I DA 5 (1 01\3%) and i.,ts share 
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in IMF quotas (6.2%) is larger than for any other contributor to IDA. 11 Japan 

therefore stresses in general terms the need for 'harmonisation' of ~hares and 

would like the Bank's support for this objective. 

4. Japan is mainly interested in an increase in its share in the IMF. 

Recognizing that the Bank cannot intervene in Fund matters, it would like to see 

the Bank support the objective of harmonisation by indicating its willingness to 

see Japan's share increase in IBRD capital. In turn, progress in this direction 

will no doubt make it easier for Japan to increase its share in future IDA 

replenishments. 

5. In the IMF, Japan has, in the context of the Seventh General Review of 
-··~ 

Quotas now u~derway, sought to increase its quota by between a half to one 

~age point to be about Level wi h Fr;~ce~ (The table attached shows shares 

in the institutions for the six main Part I countries.) However, while the Fund 

staff 'do not ex~lude' the possibilit~ of some selective adjustment for Japan, 

the scope for such a change may be small since the consensus seems to be forming 

around a 50% increase in quotas~ in equal proportion for all members (with limited --exceptions for certain developing countries such as Saudi Arabia). The Japanese 

therefore are not optimistic about achieving much progress in the IMF; in order 

to increase their share they would need support from the United States and Germany 

and a willingness of another major country such as France or the United Kingdom 

to see its quota share decline. 

6. Agreement on the main features of the Seventh Review could come at the 

time of the A~nual Meeting since Fund staff believe that quick progress can be 

made as soon as the Unite~ States is eady to move.~/ An expression of willingness 

1/ In IDA 5 Japan divided its contribution into an tordinary' part and an 'extra' 
contribution. The figure of 10.3% includes a 1.9% 'extra' contribution. 

2/ ·The Authorisation Bill for the u.s. contribution to the Witteveen Facility has 
passed the House and is currently stalled in the Senatep Whether and to what 
~xtent the contribution should be 'subjec o appropriation• is at issue. 
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by the Bank to see Japan's share increase in IBRD capital would therefore be 

particularly valuable at this time. A note is attached on this aspect. It 

would be premature to raise the question of Japan's share in IDA 6. 



J~pa n : Sub~c r i pt i o n ~ and Votes i n TMF TSR O and IDA 

IMF 

Votes % Sha re in Vote s Q.uotas % Share in Quotas!! 
Cont ri butors to Contribut o rs 

all members IDA5 (mi II ion$ SDRs) all members IDA5 

United States 84300 19.9 30.8 8405 21.5 31.4 
Uni ted Kingdom 29500 7.0 10.8 2925 7.5 10.9 
Ge rmany 21810 5.1 8.0 2156 5.5 8. 1 
F ranee 19440 4.6 7.1 1919 4.9 7.2 
J apan 16840 4.0 6.1 1659 4.3 6.2 
Canada 13820 3.3 5.0 890 3.5 5.1 
Others 237844 .@.llQl ~ 32.2 21079 (8802) 52.8 Jhl 

Total 423554 (27IJ040) 100.0 100.0 39033 (26756} 100.0 100.0 

IBRD 

Shares in 
Votes % Share in Votes Cae ita 1 Subsc. % Share .io Ca~. Subsc. 

Contri but ors to Con tri but ors 
all membe rs IDA5 (1944~m} all members IDA5 

ted States 77985 21.7 33.3 7774 
. ted Kingdom 26250 7.3 11.2 2600 

Ge rma ny 17862 5.0 7.6 1761 
France 15917 4.4 6.8 1567 
Japan 13789 3.8 5.9 1354 
Canada 11372 3.2 4.9 1112 
Othe rs 196186 (7 0987) 54.6 ~d 16483 (6774) 

23.8 33.9 
8.0 11.3 
5.4 7.7 
4.8 6.8 
4.1 5.9 
3.4 4.8 

50.5 ~ 
Total 359361 (234162) 100.0 100.0 32651 (22942) 100.0 100,0 

Votes % Share in VotesY 
Contributo r s 

Shares in IDA (~m} % Share in Contrib. 
t o Contributors 

all membe rs IDA2 Cum. IDA to IDA5 Cum. · IDA 

Uni t ed States 769139 20.3 32.3 
Uni ted Kingdom 263397 6.9 11.1 
Germany 236831 6.2 9.9 
France 138669 3.7 5.8 
Japan 201476 5.3 8.5 
Canada 137025 3.6 5.6 
Ot he rs 2..Q.2Q.2l5. (f 3 S~"IJ} ~ - 26 . 8 

5972.3 2400.0 34.5 
2008.1 814.3 11 .• 6 
1829.9 838.8 10.6 
1028.9 413.3 5.9 
1572.3 792.0 9.1 
1026 . 9 447.9 5.9 
~ ~ 22.4 

Total 3797052 (2382127} 100.0 100,0 17329.8l/ 7686.2 100.0 

Note: Fi gures in pa r enthes i s show the votes ~nd cont ri~1ti on~ o f othe r count r i es 3nd the to ta l when the res tri cted grou p of 
cont ributors to IDA5 i s t aken ra t her than t he to ta l membe r s hip in t he Bank and Fund. 

_l/ On the as s umpti on tha t each count ry t akes up t he subsc ription/quo ta ava il abl e to i t in t he IBRD Se lective Capita l Increase 
and the IMF Si xth Revi ew of ~1ot~s . 

2 1 
/\ -;:. ••mr:-; fu ll •, ub· ,r; ri pL i nn t0 TDfl 3 ,4 ,1 ncl •;, exp n~ s ·· •. ·d in 1960 <..loll <:Jr ~ , anJ i nc l lldPs a l l countr i es . J apan ' s cumul at ive 
contr ibu t ion to IDA in 1960 do l Iars i s $ 1 35~n . 

l' Thi •; co l umn COJJlh i n<'S l"h c 1960 do l Ll r ~mount •; r(J r i n i ti.J l S llb ~c r i pt i o n t·hrollnh Third RC'["l lPnhhmcnt tO']Ct hc r wi t h t he <:JOlOil n ts 
lur th e Four th and Fifth Rcpl..,nishmcnt do ll .:.rs .1:.. or Lh..: date whe n tile .~grc<'IIIL'n t w._. ·, conc ludL·d . 

PF. I3 
5/'l)/78 

Contributors 
IDA2 

31.2 
10.6 
10.9 
5.4 

10.3 
5.8 
~ 

100.0 

to 

to 

to 



Increasing Japan's Share in IBRD Capital 

(i) Within Presently Authorised Capital Limits 

1. is currently authorised, available and not subscribed, an 

amount o illion of shares in IBRD capital (in current u.s. dollars). If 

Japan were to subscribe this amount (subject to majority approval of the Board 

of Governors), Japan's share in IBRD capital would rise from 4.15% to 7.1% 
-

(6.5% share in voting power). An extra subscription of only $260 million would be 

sufficient to bring Japan into line with France's 4.4% share in votes. An 

increase in this manner would not involve the question of pre-emptive rights. 

However, it .would be unusual 11 and other countries whose relative shares in the 

Bank would be effected might be concerned. 

(ii) In the Context of the General Capital Increase 

2. If a general capital increase of $30 billion were taken up in equal 

proportion by all IBRD members~ Japan's subscription (paid in and callable) would 

amount to~illion, slightly increasing its present share in subscriptions and 

voting rights. If the Bank negotiated an increase for Japan to 5% in the general 

capital increase, Japan would need to subscribe an additional $700 million for a 

total of $2.0 billion. However, if Japan does not receive a special increase in 

its quota in the Seventh Review, negotiating a special increase in IBRD will involve 

the general capital increase departing from parallelism with the Fund. -
Attachment 

1/ Tt shoulq be recognizeq tnat it is .very unusual fer · the~· Bank to · 
authorise special increases in subscriptions other than those which are related 
to increases in Fund quota. There have been only two such ca~es: (1) in 1956 
when Brazil which had an initial subscription of less than 100% of its Fund 
quota and subscription, and (2) in 1964 when Panama's subscription was increased 
from the very low Level of $0.2 million to $9 million. In add ition, if Japan 
subscribed the entire amount of $1.2 billion this would exhaust the entire 
amount of authorized and available stock, leaving no authorised capital 
available for new members or special increases. · 



Position as of June 30, 1977 

After Selective Increase 

Extra Subscription by Japan 

to all available shares 

to half available 

parity with France 
(4.4% of votes) 

$30b. General Increase 

Proportionated/ 

Increased share 

Increasing Japan's Shares in IBRD Capital 
(Current U.S ~ Dollars) 

All Members ) Japan 

Votes Share·s ' Votes Shares 
(No. of Votes) (Curr.$m.·) (No. of Votes) (Curr.$m.) 

288660 30871.6 1/ 10480 1234.1 

359361 39400.6 2/ 13789 1633.1 

369575 40632.8 24003 2865.5 

364468 40016.7 18896 2249.4 

361439 39657.3 15917 1890.0 

608052 69401.4 . 24340 2906.1 

608052 69401.4 30340 3630.1 

Japan 

Votes Shares 
Of 
/0 

3.63 4.00 

3.84 4.15 

6.49 7.05 

5.18 5.62 

4.40 4.77 

4.00 4.19 

5 .. 00 5.23 

1/ Total authorized capital (in 1944 dollars) in 1977 was $27,000.000 of which $25,589,000 was subscr·ibed 
as of March 31, 1977 (1944 dollars). 

II Total authorized capital (in 1944 dollars) in 1978 was $34,000,000 of which $26,329,200 (in 1944 dollars) 
is subscribed as of March 31, 1978. Of the $7,670,800 which has not been subscribea yet, $6,649,400 has 
already been allocated, leaving a balance of $1,021,400 in 1944 dollars, available for subscription to 
new members and available to all members who would like to increase their subscriptions. 

11 As in Technical Note #5, dated February 2, 1978. 



.-

Tokyo Office 
May 4, 1978 · 

FACTUAL BACKGROUND ·oN WORLD -' BANK AND JAPAN 

Japanese Subscriptions ·and .VOtirtg Power in the World -Bank 

Japanese subs~tions to the capital of the IBRD amounts to 
$1,234 million equal t~of the total capital subscrib~ll 131 
member countries. Japanese share of the voting power i 3.64o or the 
5th largest following the U.S. (22.55%), the U.K. (9.11%), many (4.83%), 
and France (4.53%). Japan has agreed to subscribe $399.2million of the 
sel . e capital increase by which Japanese voting power is to be increased 
t / .87% A selective capital- increase legislation is being submitted to 
the Ordinary Diet Session. . 

The initial Japanese subscription to the funds of IDA amou~n--~ 
to $33.59 million, or 4.36% of the total subscriptions. Japan has - .35% 
of the total IDA voting power, compared to 20.42% -for the U.S~, 6.9 ~ r 
the U.K~, 6.29% for Germany, and 3.68% for France. The total replenishment 
figures and the Japanese share since 1964 are as follows: 

· Total ·ReElenishment JaEariese ·share ·%-of Total 
(_$ million) ($ million) 

IDA I* 744 41.25 5.54 

IDA II1~ 1,200 66.48 5.54 

IDA III1~ 2,422 144.00 5.90 
.,'!:"'J'-~ 

IDA IV 4,5qo 495.00 11.00 

IDA V 7,600 792.00 

..... 1960 u.s . dollars (\ 

The Japanese Government has always enacted the IDA Replenishment 
legislation expediently and accommodated IDA with advance contribution 
before the replenishments became effective. 

Japan has subscribed $2,769,000 to the · captial of IFC, equal to 
2.56% of all subscriptions. The · entire subscription. has been paid in, as 
are the subscriptions of other members. Japan has 2.24% of the total voting 
power in IFC as compared to 26.27% for the U.S~, ·10.86% for the · u.K., 4.50% 
for France, and 2.90% for Germany. 

IFC capital increase legislation authorizing the Japanese share 
of $22,777,000 out of a $480 million capital increase is being submitted 
to the 84th Ordinary Diet Session. 

i 
I 
I 
I 
I · 

I 
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Other Contributions 

As of end 1977 Japan has contributed $~,975,000 to CGIAR and 
$2,250,000 to Onchocerciasis Campaign Fund. This is 1.~ and 7.4% of 
the total contribution respectively. This year the Government will increase 
its annual contribution to $3.5 million to the former and $1.25 million to 
the latter. 

Japan as a Member of Consultative Groups 
Organized or Chaired by the Bank 

Japan has been a member of the Consortia for aid to India and 
Paki.stan si.nce their establishment in 1958 and · 1960, respectively. In 
!971 it joined the Consultative Group on International ~griculture (CGIAR). 
Japan has also been associated -with most of the Consultative Groups 
organized by the . Bank to coordinate assistance to: Bangladesh, Burma, 
Colombia, East African Community, Egypt, Ethiopia, Ghana, Indonesia, Korea, 
Nepal, Nigeria, Peru, Philippines, Sri Lanka, Sudan, Tanzania, Thailand 
and Zaire. 

IBRD Lending ·to Japan 

From 1953 through 1966, the World Bank played an impo tant role 
in supplying Japan with needed foreign exchange and capital - 31 loans 
totalling ~62. 9 million for the reconstruction ·of its infrastructure and 
the expansion of its steel and power~industries.l/ This was the largest 
amount of lending to a member country at the time. Widely known of the 
projects financed by the Bank are the New Tokaido Railway and the Tokyo
Nagoya-Kobe Highways. More than $722 million of these 31 loans were used 
to pay Japanese suppliers. 

IBRD Borrowing from Japan 

The relationship between the . Bank and Japan has been completel . 
revers~d since the late 1960s. As of December 31, 1977, approximately 1% 
of the Bank's total outstanding obligation m unting to $21,611 m~·on) 
were in Japanese yen; ~OH\pared to the 45. 8% · n the U.S. dollars, 25% in 
the Deutsche Mark and ~n the Swiss · cs. The first borrwoin n 
Japan took place in 1970, when the Bank of Japan purchased the Bank's 
obligations in lieu of advance payments of IBRD loans. As of May 31, 
1978, the Bank borrowed an aggregate amount of ¥761.8 billion (out of which 
¥597.5 billion is outstandidg) through 13 Bank of Japan loans totalling 
¥553.8 billion, 8 public issues totalling ¥178 billion, 1 private placement 
of ¥10 billion, and 1 Euro-yen issue of ¥20 billion. ~/ 

l/ A list of IBRD lending to Japan is in Table I. 

~/ A list of IBRD borrowing from Japan is in Table II. 
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Co-financing between the Bank and Japanese official sources 
so far has been done on an ad hoc basis. The Overseas Economic · Coope
ration Fund has co-financed-with us ¥48,599 million and the Export-Import 
Bank of Japan has co-financed with us ¥12,529 million in government loans, 
¥245,120 million in the form of buyers' credits and ¥15,052 million in 
suppliers' credits. 

A number of Japanese commercial banks have participated in 
Bank loans at the time they were made. These purchases have aggregated 
more than $66 million of which about $22 million has been repaid. 

Two co-financing arrangements with Japanese commercial banks 
were made in 1977: $20 million to a multi-purpose dam project in Thailand 
and $30 million to a power project in Malaysia. 

Japanese Suppliers under World .Bartk and ·tnA ·Loans 

Japanese industry has ·been ·highly successful in obtainl:ng export 
orders for goods -and services required to impl~· nt projects financed by 
the Bank and IDA. Over · the years, a total of 4o of all foreign p~rement 
by the Ba~ IDA has been · P,~ed in Japan. Tis compares with~in 
the U.S.,~n Germany, and 12% in the U.K. -by June 30, 1977, payments 
received by Japanese suppliers ounted to $2,994 million. 

The Japanese share ·in procurement of the ·Bank/IDA projects has 
increased over the years. In fiscal 1977, J an's share of Bank's foreign 
procurement amounted · to $415-• .S million o Its share of IDA foreign 
procurement amounted to· $148.7 million o 

Since Japan joined the Bank ·in 1952, the total amount Japan has 
paid into the capital stock of the . Bank is $123,409,000. The total amount 
which Japan has received back from the Bank in procurement to date is 
$2,~17.7 million (the figures are in current U.S. dollars). This means that 
Japan has received almost 17.2 times its outlay. As for IDA, the total of 
subscription and contributions made by Japan as of June 30, 1977 is $839.19 
million in current U.S~ dollars, while it has received $876.6 million from 
IDA in procurement. 

Since Japan joined the IBRD, there has been a net favorable 
impact on the Japanese -balance of payments of $1,502 million (including 
long-term investments). IBA has also brought . a net inflow of $450.7 million 
to Japan. 



Table I 

IBRD LENDING TO JAPAN 

Date Borrower Project Amount Interest Terms 
($1,000) Rate (grace Period) 

12/19/1953 Kansai Electric Power plant 21,500 5 20 (3.5) 

12/19/1953 Kyushu Electric Power plant 11,200 5 20 (3.5) 

12/19/1953 Chubu Electric Power plant 7,500 5 20 (3.5) 

2/16/1956 Yahata Steel Steel mill 5,300 4-5/8 15 (2.5) 

3/25/1956 Nihon Kokan Steel mill 2,600 * 4-3/4 

5/12/1956 Toyota Motors Factory 2,350 *· 4--3/4 
Construction 

3/25/1957 Ishikawajima Shipbuilding 1,650 * 4-3/4 15 (2) 
Heavy Industries Factory 

3/25/1957 Mitsubishi Shipbuilding 1,500 * 4-3/4 
Shipbuilding Factory 

3/25/1957 Kawasaki Steel Steel mill 20,000 5 15 (3.5) 

3/19/1957 Land Development Land reclamation 4,300 5 15 (3) 
Corp. 

11/9/1957 Water Resources Multi purpose 7,000 5-3/4 20 (4.5) 
Dev. Public Corp. Projects 

3/23/1958 Kawasaki Steel Steel mill 8,000 5-5/8 14 (2.5) 

8/22/1963 Kansai Electric Power plant 37,000 5-3/8 25 (4.5) 

8/22/1958 Hokuriku Electric Power plant 25,000 5-3/8 25 (3.5) 

9/24/1958 Sumitomo Metal Steel mill 33,000 5-3/8 15 (3) 

10/10/1958 Kobe Steel Steel mill 10,000 5-3/8 15 (2) 

12/22/1958 Chubu Electric Power plant 29,000 5-314 . 25 (4) 

11/14/1958 Nihon Kokan Steel mill 22,000 5-3/4 15 (2) 

2/24/1959 Electric Power Dev. Power plant 10,000 5.-3/4 25 (15) 

1/16/1960 Fuji Steel Steel mill 24,000 6 15 (2) 

1/16/1960 Yahata Steel Steel mill 20,000 6 15 (2) 

5/25/1960 Nihon Doro Kodan Road$ 40,000 6-1/4 23 (3) 

1/20/1961 Kawasaki Steel Steel mill 6,000 5-3/4 15 (3) 

1/20/1961 Sumitomo Metal Steel mill 7,000 5-3/4 15 (3) 

5/3/1961 Kyushu Electric Power plant 12,000 5-3/4 20 (1.5) 

6/30/1961 Japan National Railways 80,000 5-3/4 20 (3.5) 
Railways 

~ * Counted as one loan through the Japan Development Bank 



Table I-2 

. 1/30/1962 Nihon Doro Kodan Roads 40,000 5-3/4 23 (3) 

11/21/1963 Nihon Doro Kodan Roads 75,000 5-1/2 26 ( 5. 5) 

6/24/1964 Nihon Doro Kodan Roads 50,000 5-1/2 25 {5) 

2/25/1965 Tokyo Expressway Roads 25,000 5-1/2 24 (4) 
Public Corp. 

3/26/1965 Electric Power Dev. Power plant 25,000 5-1/2 25 (4) 

7/20/1965 Nihon Doro Kodan Roads 75,000 6-1/2 25 (4.5) 

11/4/1965 Hanshin Expressway Roads 25,000 6-1/2 24 {4) 
Public Corp. 

9/20/1966 Nihon Doro Kodan Roads 100,000 6-5/8 15 (3) 

Total 31 projects 862,900 



Table II 

.. IBRD . BORROWING :IN JAPAN 

1. Borrowings from Bartk :of Japan (in ¥ Billions) 

7.14% Serial Obligations of 1970, due 1973-1975 
7.14% Serial Obl_igations of 1.970 (March issue) · 

· due 1973-1975 
7.43% Serial Obligations of 1971, due 1975-1976 
7.43% Serial Obligations of 1971 (M~rch i~sue) 

due 1975-1976 
7.43% Serial Obligations of 1971 (June issue) 

due 1975-1976 
7.24% Serial Obligations of 1971 (September issue) 

due 1975-1976 
6. 74.- 7. 05% Serial Obligations of 1972, due 1978-1979 
6.74-7.44% Serial Obligations of 1973, due _l979-1980 
8.19-8.64% Serial Obligations of 1974,- due 1980-1982 
8. 25-8.64% Serial Obligations of 19.-75,=. due 1981-1983 
8.25% Serial Obligations of 1976, due 1982-1983 
6. 63% Yen Obligation of 1977, due April 26, _.1984 
6.14% Yen Obligation of 1978, due October 26, 1984 

2. Public Issues 

Principal 
· ·.Aiilount 

36.0 

36.0 

7.0 

6.0 
100.0 
135.0 

40.8 
42.6 

. 18.4 
30.0 

.. 30.0 
. ¥553.8 

(1) 7-3/4% Japanese Yen Bonds of 1971, 
{June) First Series, due 1977~1981 11.0 

(2) 7-1/2% Japanese Yen Bonds of 1971, 
(Sept.) Second Series, 

(3) 7.40% Japanese Yen Bonds of 1972 
(Feb.) Third Series, 

(4) 7% Japanese Yen Bond·s of 1972, 
(May) Fourth Series, 

(5) 7% Japanese Yen Bonds of 1972, 
(Wov.) Fifth Series, 

(6) 7.5% Japanese Yen Bonds of 1973 
(Juiy) Sixth Series, 

(7) 7.0% Japanese Yen Bonds of 1977, 
(Aug.) Seventh Series 

(8) 6.8% Japanese Yen Bonds of 1977, 
(Pee.) Eighth Series 

3. Private Placement 

due 1977-1981 12.0 

due 1978-1982 15.0 

due 1978-1987 20.0 

due 1978-1987 20.0 

due 1979-1988 20.0 

due 1983-1992 30.0 

due 1983-1992 · · ·so.o 
¥178.0 

6.90% Japanese Yen Notes of 1973, Series, A, 
due 1979-1983 · ·¥10.0 

4. Euro-yen Issue 

6-1/4% Yen Bonds of 1977, due Augus~ 15, 1984 ¥20.0 

¥761.8 Total: (1 - 4) 

- - - - -~-__,.._.. _____ _ 

Outstanding 
Amount 

97.0 
135.0 

40.8 
42.6 
18.4 
30.0 
30.0 

¥393.8 

9.9 

10.8 

13.5 

19.5 

20.0 

20.0 

30.0 

50.0 
¥173.7 

¥10.0 

¥20.0 

¥597.5 



V. CGIAR AND RIVER BLINDNESS 



ONCHOCERCIASIS CONTROL PROGRAM ............._ 

JAPAN 

1. Japan is one of the original parties to the Onchocerciasis Fund 
Agreement, signing it on June 7, 1975. Its initial contribution was 
$500,000 in 1975, but has subsequent~y increased each year-- to $750,000 
in 1976, and $1 million in 1977. It has included $1.25 million in its 
budget for 1978. We would expect to receive the contribution later this 
year. The following table shows Japan in relation to overall funding for 
the first phase of the Program: 

Total contributions 
($ million) 

- of which Japan 

Percentage ., ~ 

Actual 

1974-77 

32.86 

2.25 

6.8 

Actual 
and/or 
Pledged 

1978 

14.94 

1.25 

8.4 

Estimate Total 

1979 1974-79 

13.16 60.96 

1.50 5.00 

11.4 8.2 

2. Japan has not given an official objective in terms of the size of 
its total contribution to the first phase, as it contributes by means of 

I

' annual budget allocations, but the Bank's chief interlocutor in the matter, 
the Japanese Ministry of Foreign Affairs, has indicated that the objective 
would be to contribute a total of $5 million over . the period. However, 
discussions with members of the Japanese delegation to the last Annual 
Meeting of the Bank indicated that this objective may not be fully shared 
by the Budget Department of the ~linistry of Finance, which at least at that 
time felt that the annual Japanese contribution should not e~ceed $1 million. 
Agreement on the 1978 increase ~ould indicate that the view of the Ministry 
of Foreign Affairs has prevailed, at least for the present. 

3. The official contact for the Program in Japan is Mr. Hiramoto Seki, 
Director of the Multilateral Cooperation Division, Economic Cooperative 
Bureau, Ministry of Foreign Affairs. 

4. A table showing receipts and disbursements of the Onchocerciasis 
Fund for the 1974-79 period is attached. 

HSederlof/sn 
May 25, 1978 



Receipts &ld Disbursements of Onchocerciasis Fund, 1974-79 

Receipts 

Cont ri but ions 

African Development Bank 
Belgium 
Canada 
France 
Germany 1/ 
Iraq 2/ -
Ivory Coast 'l/ 
Japan 
Kuwait 
Netherlands 
Norway 
Saudi Arabia 
United Kingdom 
United States 
World Bank Group 

Total Contributions 

Income from investments 

Total receipts 

Surplus from previous year 

Total funds available 

Disbursements 

Advances to WHO 

Surplus carried forward 

Financing gap 

($ Million) 

Actual Estimate Forecast 

1974-78 

0.72 
1.14* 
1.99 
3.66 
5.24 
0.05 

2.25 
4.00** 
4.00 

3.06 
4.00 
2.75 

32.86 

0.58 

33.44 

33.44 

30.20 

3.24 

0.18 
0.47 
0.66 
0.83 

0.93 
1.25 
1.00 
2.50 
0.51 
1.67 
1.44 
2.00 
1.50 

14.94 

0.15 

15.09 

3.24 

18.33 

14.40 

3.93 

0.18 
0.47 
0.66 
1.03 

1.42 
1.50 
1.00 

0.51 
1.67 
1.97 
1.00 
1.75 

13.16 

0.15 

13.31 

3.93 

17.24 

19.65 

2.41 

Total 

1.08 
2.08 
3.31 
5.52 
5.24 
0.05 
2.35 
5.00 
6.00 
6.50 
1.02 
3.34 
6.47 
7.00 
6.00 

60.96 

0.88 

61.84 

61.84 

64.25 

2.41 

*Includes 1977 contribution, $465,900 equivalent, received in January 1978. 

** Includes 1977 contribution, $1 million equivalent, received in January 1978. 

~/Germany had paid in the total amount of its six-year contribution by 1977 • . 

2/ 

3/ 

Iraq provided a one-time contribution of $50,000 at the outset of the Program. 

Ivory Coast, a participating country, pledged a contribution equal to the cost 
of Program extension works in the ~ country during 1978 and 1979, estimated at 
$0.93 million for 1978, and $1.42 million in 1979. 

World Bank 
May 25, 1978. 



Briefing Note for Hr. McNamara's Visit to Tokyo 

1. Japan has contributed to the CGIAR every year since the start , 
beginning with a token amount in 1972 of $105,000. Between 1975 ~nd 1978, 
contributions have grown at an average annual rate of 73% in current dollars. 
Hqwever, Japan's share of total contributions to the CGIAR is still small 
_{Lt% in 1978), ana comp ares unfavorably with its share in the fifth IDA 
r..epleni c;l·mQ~ (11.1t2) and its share·of the combined GNPs of the OEC1r'country 
donors to che CGIAR (13%). 

2. Despite this low level of contribution, Japanese support, in 
general, for the CGIAR remains firm, and seems to be increasing. Based on 
confidential soundings, the Bank's Tokyo office reconnnends that the 
Secretariat re est $7 million for 1979 in the expectation of perhaps 
$5 million being approved, distrl uted among six intcrnatlona centers, 
plus HARDA and the Genes Board. ~ J978, based on similar confidenti .1 
advice, $5 millio was rP u · - p~ ~million was a roved. If $5 illion 

will still , the 
same lea ue as . expected to co tribute 8 millio in 1979), and .;rould 
be providing 5% of total expecz,d contributions for 12]9. 7? y('~U. <~? 

2 · ~ ) ? c;. P ~~ c;. ~ ; r ~ -1 c Cr, A ~ 11 ? 
3. Responsibility for administration of £2IAR affairs rests primarily ~~ 
with the Foreign Office, but the ~linistry .. of Finance determines the 1 f Q, 6'"')-
contribnt:ions . The ne1·T Hinis ;r; of A~rjculture, Hr. Nake.g;:n·Ja, 
p~rsonal in r s - ona ce te avin 
them (under arrangements made by us) in 1975. The Direct-o.r of the Japanese 
Tro · u. - 1 Center Dr. Shiro Okabe (a former Bank staff 
member) is also anxious that Japan assume a larger role in the CGIAR. There 
is a Japanese serving on our Technical Advisor Committee, Ishikura of 
the Japan Marine Science and Tee no ogy Cent The Bank's Tokyo office has 
playea an active and most valua e part in maintaining Japanese interest and 
stimulating increased contributions. 

4. Po'ints "'\vhich might be stressed in any discussion of CGIAR matters 
could include: 

- recognition of the rapid increase in Japanese support; 
- the importance of the applied research done at the international 

centers in increasing agricultural production in the LDCs, and providing a 
sound base for expanded aid to agricultural development; 

- the importance of Japan supporting the CGIAR on a scale connnensurate 
with its economic strength; 

- the need for CGIAR donors to maintain contributions to meet 
inflation, plus anticipated real grmv-th in the programs supported; 

- the widespread evidence that investment in agricultural research 
has a particularly high rate of return; 

- in the light of Ja an's intention to increase its level of aid 
the advantages of the CGIAR as a vehicle for increased aid for technical 
assistance in an important area. It is an established but flexible system 
with built-in procedures HlYlch permit Japan's o\m processing to be kept to a 
minimum. 

Attachments 
CGIAR Secretariat · 
Nay 25, 1978 



1972 

IRRI .105 

ICRISAT 

CIAT 

CI!-!MYT 

WARDA 

IITA 

TOTAL .105 ---

CGIAR Secretariat 
May 25, 1978 

1973 

.230 

.230 

JAPANESE CONTRIBUTIONS TO CGIAR CENTERS 

(US$ Mi1lio:ls) 

1974 1975 1976 1977 

.265 .675 1.000 1.800 

.200 .250 

.150 

.150 

.150 

. 

.265 .675 1.200 2.500 

Attachment 1 

1978 TOTAL 

2.300 6.375 

.400 ·. 850 

.200 .350 

.300 .450 

.150 .300 

.150 .150 

3.500 8.475 

.. ~ 



At'Cachnen t 2 
CGIAR CONTRIBUT--.Ns (1972-1978) 

(US$ Mi __ ions) 

ACTUAL ESTIMATE TOTAL 
DONOR 1972 1973 1974 1975 1976 1977 . 1978 1972-1978 

Arab Fund .310 .310 . ·620 
Asian Dev. Bank .300 .500 .500 1.300 
Australia .005 1.015 1.215 1.745 1.790 2.750 8.520 
Belgiun: .140 .600 . .380 .620 1.740 2.260 2.415 8.155 
C2.nada 1.160 1.780 4.675 4.340 5.390 6.800 7.620 31.765 
Dent:1.ark .250 .225 .370 .400 .455 .620 .750 3.070 
EEC 2.500 2.450 4.950 
Ford Foundation 5.315 3.675 3.000 2.800 2.000 1.590 1.000 19.380 
France .130 .410 .510 .435 .400 1.885 
Germany 1.805 3.040 .3.935 4.475 5.385 6.500 25.140 
IDE 2.030 4.120 5.000 5.700 6.200 23.050 
IDRC .175 .345 .645 .990 1.780 1.355 1.390 6.680 
Iran 1.975 2.000 2.000 5.975 
Italy .100 .100 .130 .330 
Japan .105 .230 .265 .675 1.200 2.500 3.500 8.475 
Kellogg Foundation .155 .290 .280 .290 .300 .310 .320 1.945 
:~e the)r1ands .375 .430 .555 1.235 1.500 1.720 1. 65{) 7.465 
~~e~1 Zealand .105 .025 .025 .155 
~\i g eria .645 .645 .630 .615 2.535 
:~or.Nay .075 .185 .445 .810 1.120 1.510 2.000 6.145 
Rockefeller Foundation 3.990 4.545 3.500 2.885 2.165 1.595 1.250 19.930 
Sau£? Arabia 1.000 1.000 - 2.000 
Sv..·eden 1.000 .150 1.490 2.290 2.255 2.265 2.750 12.200 
Svli tzerland .410 .140 .460 .855 1.205 1.270 4.340 
T..:nited Kingdom .690 1.110 1.920 2.410 2.890 3.540 4.795 17.355 
C~~DP .850 1.000 1.465 2.165 1.930 3.500 4.135 15.045 
r~:EP .600 .340 .340 .490 1.770 
Cnited States 3.770 5.390 6.805 10.755 • 14.870 18.050 21.400 81.040 . -
\-:'orld Bank 1.260 2.780 2.375 3.225 6.625 7.850 8.680 32.795 

( 

Others . . 

Kresge . 750 .750 

TOTAL 20.060 24.955 34.525 47.575 62.970 77.385 87.295 354.765 

·~ ... ,. 

SQurce: Centers' Program and Budget Papers and accounts 1974-1979. 

CGIAR Secretariat - May 25, 1978 



DISCUSSIONS WITH JAPANESE GOVERNMENT 

REGARDING BANK GROUP'S MINERAL AND ENERGY PROGRAM 

(1) Assert Bank Group's interest in this subject, referring to CIEC background. 
Mention buildup of our staff in oil and gas sector. 

(2) Emphasize importance of this program in promoting the most efficient use 
of world resources by overcoming political obstacles to private invest
ment in the LDC's; also its importance in promoting export earnings of 
LDC's (enhancing their credit worthiness and reducing requirements for 
concessional aid). 

(3) Offer Bank Group (Bank, IDA and IFC) financial and technical support 
for projects in this field. 

(4) Express interest in co-financing such projects with EXIMBANK and OECF, and 

(5) Resort to ICSID. 

May 17, 1978 

JBK 
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"REVISED DRAFT 
RHablutzel:mfb 
May 10, 1978 

l-10RLD BANK ACTIVITY IN MINERALS AND ENERGY 

In the past, the lending activity of the World Bank and IDA in the 

field of energy has been predominantly for ele::tric power projects. With 

well overe onns for an aggregate amount of close to power 

lending accountec for 19% of all loans and crelits, and more than the 

combined lending from all other sources of official development assistance 

for this sector. Lending for coal mining prQj !cts and for oil and gas 

transportation ard processing was for very muc·l smaller amounts ($470 millicn 

in 19 projects). Similarly, Bank lending for :1on-fuel minerals projects, 

with a total of J8 loans and credits, has accrn1nted for $650 million or 

j.ust over 1% of total commitments ($52.5 billil)n as of 12/31/77). 

There have recently been some important c:hanges in the external 

financing requirE ments of the developing counL~ies with regard both to the 

energy and the ncn-fuel minerals sectors. 

In energy, the rapid increase in the pr: _ce of petroleum has had 

several profound consequences. First, the oil importing developing countries 

faced a stiff increase in their import bill, cc 1nstraining their import 

capacity for other commodities vital for their development. Second, it 

greatly increased the real value of whatever o:_l and gas resources they may 

have underground, unexplored or undeveloped. J.s a consequence, the invest-

ment requirements have become both larger and of greater urgency. We 

estimate that 40 to 50 out of over 70 oil importing developing countries 

could produce petroleum, of which only 10 are now producers; with an 

investment in the upstream phase of about $50 billion over the next 10 years, ...,._____ 
these 70 countries could substantially reduce their current oil import bill 
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of · $18 billion in 3pite of rapidly increasing ccnsumption over this period. 

A further co·1sequence of the petroleum price increase, of course, is 

the improvement in the economics of coal mining, leading to significant 

increases in inves t ment requirements in this sue-sector as well. 

The changes in the non-fuel minerals sector (mostly the mining of 

metallic ores) hav~ been less dramatic, but after the recession-induced slowdown 

in mineral investm~nts, the future requirements for insuring an orderly 

development of the world supply ~f metals have increased no less significantl:r. 

Inv~stment requireinents in the developing countries in the second half of the 

seventies are expe.!ted to be about $38 billion, but to nearly double in the 

following five yea: ~s. 

The prospects of obtaining the capital fo~ the oil and mining sector 

on such a large anci increasing scale from traditional private sources are 

less favorable than in the past because of the growing size of individual 

projects on the on•! hand, and a new style of profit sharing and a new 

perception of poli·:ical risks on the other. These political risks have alrea(ly 
--------~----·------------------

had the effect of stimulating economically less ~ttractive exploration and 

investment activity outside the developing countries. In the case of 

pet~oleum and gas, a major part of the investments in the oil importing 

developing countries will be needed to satisfy d~mestic requirements, and 

are unlikely to be forthcoming in adequate amounts from traditional sources 

such as foreign oil companies, which are primarily interested in countries 

with export potential. 

Both in the development of fossil fuels and in non-fuel minerals 

the l\Torld Bank can play an important role by providing finance, expertise, 

and an impartial and objective position. We can serve as a catalyst to 

develop mutually advantageous arrangements bet\\Teeh governments of developing 
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countries and sour~es of external capital. 

In July 1977 the Board of the Bank adopted a greatly enlarged program 

in the development of fuels and minerals; presE·nt lending targets have been 

set for fuel minerals alone to reach about 1980 and further 

expand thereafter; for non-fuel mineral projects the volume of lending would 

come close to that level by 1981. In addition, IFC lending in these sectors 

would reach $50-$75 million at the same time. Loans from the World Bank are 

expected to finance on average 15%-20% of total project cost. In addition, 

by its presence ar .d by its experience in co-fin:tncing, the Bank would help 

to marshall the bc .lance of the foreign financing requirements from other 

mcltila teral and b: .lateral as well -as private sources. Thus, the Bank's 

assistance will be attached to projects in these sectors representing annual 

investments of sou 

carry out this 

illion. Additional staff have been recruited to 

program, and initial wcrk on it is well underway. 

As regards the mu·~h-needed initiative for explc ration activities, the Bank 

will seek to provide advice to developing countries on the laws and incentiv:s 

needed to attract private capital. It is also prepared to support exploration 

activity in selected cases and if linked to a possible participation in the 

financing of a subsequent project for the extraction of fuel and mineral 

resources. 

The Bank's overall technical assistance and lending for fuel and 

non-fuel mineral development over the next 10 years is expe~ted to benefit 

about 45 developing countries with a population of 1,300 million people. 

Of these, about 20 countries are in the lowest income bracket and account for 

the bulk of the population in these 45 countries. In addition, the Bank 

continues to lend for electric . power. -- ---------~ 
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In- the current fiscal year, the Bank Group will be lending abou~billion 
......._ 

~projects. 
J 

electric . and coal-fired plants. 

Most of the projects for power generation are for hydro-



FINANCIAL OPERATIONS 



II. BORROWING PROGRAM 



BRIEFING FOR MR. MCNAMARA' 

Question 1 - What is the Bank's borrowing program in Japan for FY79 . 
versus FY78 (rollovers an4 new funds?) 

Attached is a table which summarizes our borrowing operations in 
Japan in FY78 and sets out our borrowi11 5 plans for FY79. The forecast 
for FY79 forms part of an exercise to illustrate the possible composition 
of a $4.3 billion borrowing program relying on markets outside the United 
States. 

The rollover operations with the Bank of Japan correspond to under
standings . whlch we have reached for the restructuring of our outstanding 
note placements with them. The borrowings twice a year would be used to 
refinance a variety of maturities spread out over the year and would thus 
simplify rollover operations in the future. 

For FY79 we are assuming ~o public issues in the domestic Japanese 
market at the level of ¥ 75 billion (equivalent to $329 million) each. 
The biggest issuesso far in the Japanese market have been at the ¥ 50 
billion level. 

A further operation assumed is a Yen loan from Japanese trust com
panies (under the leadership of Mitsubishi Trust) which has been under 

~discussion for more than six months. The .amount of ¥ 20 billion is a 
minimum suggested an - could probably be increased to¥ 30 billion. With 
a final maturity o 20 ears (average 17.5 years) it would be the first 
loa _ "th such a maturity in Japan with an estimated total cost to the Bank 
of 7.69% 

We doubt that the authorities would permit us to resume borrowing 
in the Euro-Yen market. There have only been two Euro- Yen issues in 
mid-1977 (including ·our own issue of August 1977) and none since then. 
Since we have indications that the Japanese authorities do not want to 
expand the Euro-Yen market through new issues we have not included any 
Euro-Yen operations in our forecasts despite the lower cost which would 
apply. 



IBRD BORROWING PROGRAM 

Borrowing Assumptions for Japanese market in FY79 compared 
to borrowing operations in FY78 

Month 

October 

April 

July 

August 

December 

February 

FY79 FY78 
(in ¥ million) 

Rollovers 

Bank of Japan 30,000 30,000 

II " II 30,000 30,000 

60,000 

New funds 

Public issue (domestia 75,000 J 
~-

Loan from Trust 
companies 

Public issue 
(domestic) 

" 11 (Euro) 

Public issue 
(domestic) 

Public issue 
(domestic) 

Sub-total (new funds) 

Total 

30,000 

20,000 

50,000 

/-----'. 

~i> 
170,000 100,000 

230,000 160,000 

$ equivalent $1 228 (5/25/78) 

257 (average) 623 million 

May 25, 1978 



Question 2 - What is the program for borrowing in Japan beyond FY79? 
How much has been discussed with the Japanese authorities? 

We have so far not discussed with the Japanese authorities specific 
borrowing plans in the Japanese market for FY79 and beyond. In prev·ous 
Board papers and discussions concerning the Bank's borrowing program 
there were, however, indications that we expected the Japanese market to 
remain one of the three or four major markets in which we would raise 
funds. The Japanese authorities s d, therefore, be aware that we 
would hope to raise perhaps about 20% f our annual gross borrowings in 
Japan. In FY78 our gross borrowin 1n Japan amounted to about 15~ of 
the year's borrowing program; in FY79 the percentage would increase to 
about(232\of the Bank's borrowing program, assuming a major concentration 
on ma?ketd outside the United States. 

We have discussed with The Bank of Japan a sequence of rollover 
operations which would concentrate the maturities of all of our note 
placements with them in two yearly maturity dates, i.e. October and 
April. We bave so far done two operations of Yen 30 billion each and 
will continue on this scale for the next years. The rollover scheme 
would not provide any new funds and will, of course, be subject to 
approval by The Bank of Japan and the Bank's Executive Directors in each 
case. 



Question 3 - How far have arrangements (date, amount, term, etc:) 
already progressed for the first FY79 public and 
private operations in Japan? 

Ou:. present estimates for the two uperations in Japan are as fvllows: 

. (a) Public Issue 

Date: 

Amount: 

Average life: 
(final maturity) 

Cost to the Bank: 

Lead manager: 

(b) Yen loan: 

Date: 

Amount: 

Average life: 
(final maturity) 

Cost to the Bank: 

Provided by: 

7/78 (about $329 million equivalent) 

Yen 75 billion 

12.3 years (15 years) 

6.50% 

Nomura 

7/78 

Yen 20 to 30 billion (about $88 to 
$132 million equivalent) 

~years (20 years) 

7.69% 

Mitsubishi Trust as lead .bank and 
other Tr·ust companies. 

The Ministry of Finance has put us . into the queue for July. Inasmuch 

!
.} as the access to the Japanese market is still limited to Yen 100 billion 
1 per month for non-resident issuers, our operation will practically pre- · 

{mpt other borrowers. According to Japanese practice the queue and the 

/-~possible terms of forthcoming issues have been discussed in the financial 
newspapers well in advance of any actual negotiations. 

There is a clear understanding between the Bank and Nomura . and Mitsubishi 
that no firm decision concerning these operations can be taken until after 
the discussion of the Bank's budget next month. However in order to expedite 
matters and assure a timely completion of these transactions in July, if 
they should be approved, we have at present a team from the Legal and 
Treasurer's Departments in Tokyo to discuss documentation and other technical 
aspects. 

Preliminary consideration of the two transactions by our Board is 
presently tentatively scheduled for the last week of June. 
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WORLD BANK I INTERNATIONAL FINANCE CORPORATION 

OFFICE MEMORANDUM 
• TO: Mr. Robert S. McNamara 

t=ROM: Eugene H. Rotber~. 

DATE: May 16, 1978 

SUBJECT: RMcN Trip to Japan 

Borrowing Prospects: 

Bond Issues 

The Ministry of Finance has been forthcoming in permitting us access 
to the Japanese market. We are currently negotiating (a) the largest public 
issue done by a non-resident in Japan--Yen 75 billion (US$~333 million 
equivalent) tfirougn Nomura Securities an~20-30 billion (US$ 90-120 
million equivalent) 18-year private placement with Mitsubishi Trust Co. 
Inasmuch as access to the Japanese market is still rationed {Yen 100 billion 
per month), our public issue has essentially preempted other borrowers. If 
the occasion presents itself, you may wish to express our appreciation. 

There are .two aspects of our borrowings, however, which the Japanese 
may be concerned about. (1) From time to time, they have asked whether 
IBRD borrowing of yen is a matter of concern to LDCs. It is as if they 
were self-conscious about the revaluation potential of the yen and do not 
wish to be "blamed" for the burden placed upon our borrowers. Recently, 
they have indicated that they might be willing to relax their preference 
that we disburse the yen quickly and permit us to invest in Japan the 
borrowed yen for a period of time, perhaps six months or more. I don't see 
any real advantage in this to our borrowers since the yen ultimately will 
be disbursed at random in say, December rather than July; further, Japanese 
Treasur bills now yield 3 to 3-1/2 percent; it therefore would be to our 
a'dvantage to disburse y. (2) The interest coupons 
in Japan for different "categories" of borrowers are set by the Government. 
There is little room therefore to distinguish between borrowers in the same 
categories aside from slight adjustments in price. The Japanese are quite 
apologetic about this matter since there is little yield difference amongst 
sovereign government borrowers (Mexico, Venezuela, France, etc.), the World 
Bank and the Government of Japan. This is not, however, a matter of great 
concern to us. The underwriters and the Finance Ministry have seen to it 
that no issuer prices its bond closer to Japanese government guaranteed 
obligations than the World Bank. 

As to our overall borrowing program in Japan for FY79, I would expect 
that, after the July borrowing operations, we will do at most another 
similar operation later in the fiscal year. This will result in yen 

~ denom1nated borrowings about the same as our borrowings in Germany and 
[f~somewhat greater than our proposed Swiss operations. 

Bank of Japan 

Our borrowings from the Bank of Japan have now been rephased so that 
we repay a multiplicity of small tranches and borrow on fixed dates twice 



Mr. Robert S. McNamara - 2 - May 16, 1978 

a year in a manner similar to the Bundesbank refinancings. The ayerage 
life of the yen borrowings is now 6-172 years. I might mention in this 
connection that one of the reasons why our liquidity on June 30, 1978 
will be higher than initially projected is because although we had few 
maturing tranches in FY78, the rephasing arrangement had us borrow $270 
million equivalent prior to June 30 which artificially raised our c sh 
position. These resources will, of course, be drawn down in FY79 since 
maturing tranches exceed the rephased FY79 borrowings (Yen 60 billion) 
from the BOJ. 

* * * 

I have some general comments about the decision making process in 
Japan. With apologies for the cliches and stereotypes--which, alas, 
I have found to be fairly accurate: Decision making is by consensus. 
And not so much compromise as consensus. Strong individual decision 
makers are rare. The society seems more comfortable in diffusing 
res ons1 it rather-than focusing it. Recommendations and ·in1t1atives 
s rt from _the bottom and go "up" in very small stages to the final 
authority. The foregoing stems in part from the Japanese reluctance to 
be overruled or reversed at any level of the hierarchy; conversely, it 
e-.. ' is unlikely that those in senior positions will reverse or qualify what 
has been brought to them. Therefore, in Japan, more than in other 
countries, it ~s~important to obtain staff support for any policy or 
initiative. A.Japanese Vice Minister of Finance once told me "Don't 
thank-me for knocking the ball into the hole in the golf course~ In 
Japan, it is the approach shots of others from the tee which have put me 
iii the range. I only performed the ministerial act." This wasn't 
pretended modesty; it was a pretty accurate description of his function 
and the way he perceived that function. 

EHR:ccc 



.FINANCIAL OPERATIONS 

Capital Market 

Tokyo Office 
May 12, 1978 

Excessive liquidity and declining interest rates characterize the 
recent Tokyo capital market~ ·These ,features are due largely to (i) the de
layed recovery in demand for new equipment investments and (ii) increased 
iJlflow~foreign capit~, mostly in s~eculative investments in expectation 
of the higher yen value supported by ·the continuing surpluses in the trade · 
and current account of Japan's international balance of payments. 

Following the lateain the official discount rate by 0.75% to 
the lowest post-war 1 vel o 3.5% ffective March 16, long-term interest rates 
were lowered from April. TH erall revision in the interest rate structure 
was considered to be the last resort of the Government's stimulative measures 
from the ~onetary side. Since April 1975, the official discount rate was 
lowered eight times from 9% to 3.5%. During the same period, yield of the 
Government bonds was lowered from 8.414% to 6.180%. The World Bank bonds 
were yielding 9.19%, 9.47%, -9.30%~9.46%, 9.78%, and 9.97% in the secondary 
market then, compared to 6.02%, 6.05%, 6.50%, 6.55%, 6.56%, and 6.63% of 
recent weeks for the 1st to 6th issues~ !/ 

As a result of the decline in interest rates in Japan to lower 
levels than those in most other industrial countries as well as the Government's 
policy to encourage foreign bonds issuance as a means to reduce the BOP surplus, 
the Tokyo market has become very lucrative for forei n borrowers. The volume of 
yen-oenom~!ote±gn-Donds issued · the market increase remarkably in 1977, 
numbering 15 issues and amounting to ¥29 billion. This exceeded the total 
amount of ¥249 billion for 21 issues oated during the first 6 years since the 
Tokyo capital market was liberalized to foreign issuers. The trend of increase 
continues in 1978 and during the first quarter, 8 issues totalling ¥170 billion 
were floated. In the April to July period, around ¥100 billion worth of bonds 
are scheduled to be issued monthly. 11 

The Japanese Government has been pr~o~m~o~i~._~~~~~~ 
the Tokyo capital market. Starting in January of 1978, several n-e-w---e~v~e~l~o~p~ments 
have taken place. First, developing countries have been given access to the 
markets. As a result, the'~rean Development Bank, the --governments of the 
Philippines and Malaysjp floated their bonds. Secondly, terms of issuance have 
been diversified. For example in April, Norway issued five-year bonds, and 
Argentina, eight-year bonds. The Asian Developinent Bank is expected to issue 

!/ Latest interest rates and terms and conditions of domestic long-term bonds 
are in Table I. 

11 The number and amount of yen-denominated foreign bonds issued in the Tokyo 
capital market is in Table II. Terms and conditions of individual issues 
are in Table III (1-3). 
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fifteen-year bonds in June. Thirdly, participation of non-resident under
writers in the underwriting syndicates~ permitted, even though their number 
IS limited to 5-10 per is.sue and the underwriting share to 5%.· However~ despite 
the progress in internationalization, three major problems still .remain . to be 
solved: (!}bond issuance by non-resident private · entities, (ii) inflexibility ~ 
of the interest rate structure, and {iii) absence of tak1ng creditiStanding of ....----.... ' . . 
issuers 1nto consideration in determin~ng the · issu~ng conditions. 

The World Bank with 8 issues · totalling ¥178 billion, ie by far, 
the largest fore.ign issuer in the Tokyo market, ·accounting for 24.9% of all 
bonds issued by non-residents. 3/ The World Bank bonds with their sheer 
magnitude alone have contributed greatly to internationalization and 
liberalization of the . Tokyo capital market. 

The Bank bonds sell ·quickly. Although. it varies by each issue, 
the number of individuals purchasing our bonds have increa ompared to the 
decreas ng s are el · y 1nancial institutions-. ·Reflecting the relaxation of 
foreign ·exchange control and speculative mot.ivation, non~r.esidents for the 
first time purchased 8. 5% of our 8th Series ·~ !!_I 

I 
Effects of the large public works expenditures ~ by the . Government may {f 

show during the second half of 1978, which would stop the downward trend of 
interest rates. It is not considered~ however~ to be sufficiently stimulative 
to create money demand for new· equipment investments in the private sector. 
It is simply because the existing gap between demand and· ·supply is so large U 
that the effect of expenditures could easily be absorbed. 

Savings 

The recent money cycle in Japan sho-ws · that money surplus in the 
personal sector has grown steadily but has not been fully a~d by the 
corporate and public sector~apan 1 s. gross sav~ngs ratio 32·. 2 in CY1976) 
and personal savings ratio (24.3 · in CY1976) are one of the g est among 
the industrial nations. 5/ ough gro.ss savings slowed dow in FY7.4 ·and 
showed a decline in FY75-due to deterioration in corporate earnings, personal 
disposable income had steadily increased~ ·The growth. in .FY76 of personal 
savings was 7.3%, but the personal savings ratio remained · at a considerable 
high level of .. 23. 8%. It is estimated that similar savings pattern will take 
place in FY77 and likely to be extended into FY78. ~/ · 

In view of the moderate wage increase expected · for this spring, the · · 
personal disposable income will not increase much .. · But . personal savings ratio 
will stay at a ~igh level, reflecting the cautious consumption attitude. 

11 A breakdown of the yen-denominated bonds by issuers ~s in Table IV. 

i/ Purchase of World Bank bonds by issues is ·in Table V. Secondary market 
prices of .our bonds are in Table VI (1-3). 

11 International comparison of savings and other · relative indices are in Table VII. 

~/ Transition in Savings is in Table VIII. 
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Several notable changes have taken place in the ~ersonal financial 
assets composition. First, postal savings almost doubled from 8.8% in FY65 to 
f5.1% in FY76·. Secondly, bond investments also doubled from 4.3% to 8.3%, · in 
sharp contra.st ·with a_gecrease in stock investments from 10.:8% to 2.8%. 
Thirdly, trust funds and insurances have steadily increased. This Is a clear 
indication that personal savings preference has shifted to higher yielding 
assets. 7/ 

Assuming that this trend will continue, .personal investments in 
bonds will increase at a higher · rate than the GNP growth rae n e 

is 1s very encourag~ng or t e · Ban as t e okyo capital market will 
able to play a significant role for the · future borrwoing requirements of the 
Bank.· The market · should have no problem in absorbing the massive amount of 
bonds to be floated in FY78 -- ¥25 trillion in all,' including ¥1 trillion yen
denominated foreign bonds. 

Under the above circumstances, the Tokyo market should continue to 
remain attractive for non-resident borrowers including the Bank. The yen
denominated foreign bonds are expected to play an important role in the market 
when corporate bonds stay inactive. · It is certain that they··will continue to 
contribute towards both internationalization and normalization .of the Tokyo 
capit?l market. 

Euro-yen Issue 

In August . the Bank issued its first Euro-yen bonds denominated 
in yen in the amount of 29-Jbillion. Because of the chronic and lB:rge current 
account surplus, a simi r operation has not been. permitted by the Finance 
Ministry since. ·However, the Finance Ministry, in principle, does not object 
the Bank's either public or private placements denominated in yen in order to 
absorb liquidity existing outside of Japan. It is not an unreasonable 
expec.tation, therefore, that time will come for the Bank to be able to place 
yen bonds with the OPEC countries. 

Borrowing from the Bank of Japan 

The World Bank began to borrow from Japan in 1970. The first 
borrowing was the ¥36 billion serial obligations made by · the Bank of Japan in 
lieu of advance repayments to be made by Japan of the · world Bank loans. Since 
then until Februaty 1973, a total amount of ¥356 billion new money was provided 
to the Bank by the Bank of Japan. 

Although no new money has been provided since 1973 when Japanese 
balance of payments turned deficits, the Bank of Japan rolled-over most of 
their loans to the Bank. The aggregate amount of the World Bank's borrowing 
from the Bank of Japan is ¥553.8 b.illion of which ¥393.8 billion is outstanding 
as of April 30, 1978. 

ll Personal Investment Pattern is in Table IX. 
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Today, under a str~ng surplus trend in the external payments, the 
Government and the ·. Bank .of Japan take a position that the World Bank's new 
borrow~ng from Japan should take a form of public borrowing. Therefore, the 
Bank of Japan has ·agreed . only to roll-over the past loans. In October of last 
year, the Bank of Japan agreed with us on a new refinancing program to . smooth 
out the large amount of ·our borrowing .from the Bank of Japan which would become 
due in 1979. Under the program, the Bank is scheduled: to borrow ¥30 billion in 
April and October through 1979, totalling ¥150 billion, which will almost off
set the ¥156 billion the Bank is to repay the Bank of Japan through December 
1979. . 

In view of the . present attitude of the Government, as well as the 
continuing payments surplus position of Japan, .we · believe that this type of 
refinancing program can oe successfully extended beyond 1979. 

Private Placement and Syndicated ·Loans 

In 1973 the Bank made a ¥10 billion private placement. This form of 
borrowing operation has been· suspended . s-ince. · However~ there are no\\7 two · new 
sources from which. the . Bank can tap long-terin funds in Japan-- ~rust banks 
and life insurance companies. 

The trust banks and life insurance ·companies · which are the main 
sources of long-terin money · in Japan, have conventionally financed corporations. 
Faced with the existing low corporate demand for money · and not much prospect .of . 
improvement in the future domestically, they · have begun to look for sound 
investment opportunities abroad. 

Pension funds, which trust banks manage, are rapidly .growing and are 
a potential- source of 20-25 year money for the ' Bank in the .f.uture. ·we can .. 
reasonably expect to reactivate private placement operation and/or initiate a 
syndicated loan borrowing program in Japan. 

Bank's Investments irt .Japan 

The World Bank began . investing its yen liquidi.ty in Japanese 
Government bonds and Government Guaranteed bonds in 1975, when the interest 
rate structure became relatively higher than other countries ·. Since then to 
March 1977, a total amount of ¥84 ·billion was invested · in the Japanese market. 8/ 
During 1977 alone this is estimated to have produced approximately ¥7 billion . 
earning to the Bank. In March 1977, when the long-terin interest rates in Japan 
were drastically reduced, as a part of the . reflation measure,the World Bank 
stopped further investment. 

However, with the approval of the · Japanese Government, the · world Bank 
placed Euro-yen deposits totalling ¥33 billion with overseas branches of some 
Japanese banks last August. Our long-terin investments in Japan are still limited 
to the Government and Government Guaranteed bonds. We have been trying and will 
continue our efforts in obtaining the . Finance Ministry's approval of diversify~ng 
our investments in Japan. One ·of the · attractions, for example, is bank debentures. 
Thro.ugh these .. efforts, we hope to increase the Bank's income. 

~/ List of IBRD Investments in Japan is in Table X. 



Table I 

CURRENT TERMS ·ANn -cONDITIONS ·oF DOMESTIC . LONG~TERM " BONDS 

·Maturiti · ·couEon ··price · ·yield 
(Yr) (%) (%) (%) 

Government Bonds 10 6.1 99.50 6.180 

Government Guaranteed 
Bonds 10 6.2 99.75 6.240 

Local Government Bonds 10 6.2 99.50 6.281 

Bank Debentures 5 6.2 par 6.200 

Corporate Bonds 12 6.4 99.75 6.436 
(AA) 

Corporate Bonds 10 6.3 99.50 6.381 
(AA) 

OTHER INTEREST RATES 

Long-Term Prime Rate 7.1 (%) 

Bank Deposit 1 Yr. 4.5 

2 Yrs 4.75 

Official Discount Rate 3.5 

Short-Term Prime Rate 3.75 



Table II 

YEN-DENOMINATED FOREIGN BONDS 

Cumulative · · · 
~ . 'Nc:L ·of ·Issues · ·.Amol.int No. · 'Amount 

{¥ billion) (¥ billion) 

1970 1 6 1 6 

1971 3 33 4 39 

1972 6 85 10 124 

1973 3 40 13 164 

1974 13 164 

1975 2 20 15 184 

1976 6 65 21 249 

1977 15 296 36 545 

1978 I 8 170 44 715 

II 

III 

IV 



Table III .- 1 

Terms and Conditions of Foreign Yen Bonds (1) 
(1970 - 1976) 

No. of 
Date of Issue Issuer Amount Term Average Life CouEon Price Yield* Underwriters 

(¥ billion) (year) (year) (%) (%) (%) 

12/18/70 ADB (1st Series) 6 7 6.4 7.40 99.00 7.619 6 

6/30/71 IBRD (1st Series) 11 "10 9.0 7.75 99.50 7.839 16 

10/20/71 IBRD (2nd Series) 12 10 9.0 7.-50 99.50 7.587 19 

11/19/71 ADB (2nd Series) 10 7 6.6 7.40 99.15 7.454 18 

2/18/72 IBRD (3rd Series) 15 10 9.0 7.40 99.50 7.487 18 

5/06/72 ADB (3rd Series) 10 10 9.4 7.30 par 7.300 18 ,. 

7/25/72 Australia (No. 1) 10 10 9.0 6.90 par 6.900 20 

8/04/72 IBRD (4th Series) 20 15 11.9 7.00 par 7.000 22 
I 

9/28/72 Province of Quebec 10 12 9.9 6.90 99.25 7.015 25 
(1st Series) 

12/02/72 IBRD (5th Series) 20 15 11.9 7.00 par 7.000 26 

7/14/73 IBRD (6th Series) 20 15 11.9 7.50 99.50 7.571 28 

8/20/73 United Mexican States 10 12 9.9 7.90 99.75 7.940 29 
(1st Series) 

11/12/73 . Brazil (1st Series) 10 12 9.9 8.25 . 99.50 8.333 29 

7/17/75 Finland (1st Series) 10 12 9.9 9.-25 99.00 9.472 29 

11/4/75 New Zealand 10 12 9.9 9.00 99.50 9.087 29 
(1st Series) 

3/10/76 ADB (4th Series) 15 12 10.74 8.70 par 8.700 29 
I 

6/10/76 United Mexican States 1,0 10 9.0 9.00 99.25 9.143 29 
(2nd Series) 

8/03/76 EIB (1st Series) 
I 

10 12 9.9 8.90 par 8.900 29 

10/13/1976 Brazil (2nd Series) 10 10 9.9 9.90 99.00 9.191 30 

11/30/76 Kingdom of Denmark 10 12 9.9 9.00 par 9.000 30 
(1st Series) 

' 

12/27/76 Singapore (1st Series) 10 12 9.9 8.90 par 8.900 30 

* Calculated on a simple method. 

---------



Terms and ·conditions ·of Foreign Yen Bonds (2) 
1977 

Date of Issue Issuer Amount Term 
(¥ billion) (year) 

2/28/77 Manitoba(First Series) 12 10 

5/11/77 EIB (Euro Issue) 10 7 

5/30/77 Finland(Second Series) 10 12 

7/13/77 BFCE (First Series) 20 12 

8/05/77 Ireland (First Series) 15 12 

8/19/77 IBRD (Seventh Series) 30 15 

8/24/77 IBRD (Euro Issue) 20 . 7 

9/29/77 !DB (First Series) 15 12 

9/30/77 New Brunswick(lst Series) 12 12 

10/24/77 EIB(Second Series) 

10/29/77 UMS (Thirs Series) 

10/29/77 Spain (First Sereis) 

11/14/77 New Zealand (2nd Series) 

11/24/77 Brazil (Third Series) 

12/09/77 IBRD (Eighth Series) 

12/15/77 Venezuela (First Series) 

12/27/77 Singapore (2nd Series) 

* Calculated on a simple method. 

** Annual Coupon. 

15 10 

20 10 

15 10 

27 10 

20 10 

50 15 

20 12 

15 10 

Average Life 
(year) 

9.0 

5.5 

9.9 

9.9 

9.9 

12.3 

7.0 

10.74 

9.9 

9.4 

9.0 

9.0 

9.0 

9.0 

12.3 

9.9 

9.0 

Coupon 
(%) 

8.60 

7.25 

7.80 

7.60 

7.20 

7.00 

6.25 

6.80 

7.00 

6.80 

7.10 

7.00 
I 

6.80 

7.00 

6.8 

6.8 

6.7 

Price 
(%) 

par 

par 

par 

par 

99.50 

·99. 75 

par 

99.50 

99.75 

99.75 

99.75 

99.50 

99.80 

99.45 

par 

99.90 

99.70 

Table III ·- 2 

Yiell 
(%) 

8.600 

7.250** 

7.800 

7.600 

7.278 

7.034 

6 .250** 

6.876 

7.038 

6.842 

7.142 

7.085 

6.833 

7.094 

6.800 

6.815 

6. 7so 

No. of 
Underwriters 

30 

30 

30 

30 

30 

30 

30 

30 

30 . 

30 

30 

30 

30 

30 

30 

.30 

30 



Table III .- 3 

Terms and Conditions of Foreign Yen Bonds (3) 
1978 

* Calculated on a simple metho 

* 
No. of 

Date of Issue Issuer Amount Term Average Life COUEOn Price . Yield Underwriters 
(¥ billion) (year) (year) (%) (%) (%) 

1/23/78 Kingdom of Denmark 20 12 9.9 6.7 99.70 6.745 30 
(2nd Series) 

1/30/78 Manitoba (2nd Series) 15 12 9.9 6.7 99.90 6.715 30 

1/31/78 KDB (Korean Development 10 10 9.0 6.7 99.70 6 ~ 750 30 
Bank) 

2/24/78 Australia (2nd Series) 50 12 10.32 6.6 99.30 6.705 30 

2/27/78 City of Oslo 15 12 9.06 6.6 99.10 6.735 30 

2/28/78 Finland (3rd Series) 25 10 9.0 6.7 par 6.700 30 

3/08/78 SNCF 20 12 9.9 6.6 99.15 6.728 30 

3/30/78 Philippine 15 10 9.0 6.7 99.80 6.733 30 
I 

4/11/78 Malaysia 15 }. 10 9.0 6.5 99.25 6.624 30 
I 

31 (1) 4/17/78 Argentina 15 ! 8 7.4 6.4 99.10 6.571 

4/18/78 Norway 25 5 5.0 5.7 99.20 5·. 907 . ... 31 

4/25/78 Sweden 40 12 9.9 6.3 99.60 '6. 358 38 (7) 

4/25/78 RENFE 16 12 9.9 6.5 99.15 6.627 36 (5) 

5/22/78 Quebec (2nd Series) 30 12 10.32 6.4 99.40 6.488 37 (6) 

5/26/78 EUROFIMA 10 12 10-32 6,3 99.50 6.373 37 (6) 

5/30/78 Venezuela (2nd Series) 40 12 10.32 6.4 99.90 6.414 37 (6) 

5/30/78 BNDE 16 10 9.0 6.5 "99. 30 6. 6].f, '3 7 (5) 
June Mexico (4th Series) 30 

June BFCE (2nd Series) 30 

June ADB (5th Series) 15 
June Stockholm 10 
June IFF 5 
July IBRD (9th Series) 75 
July . Brazil (4th .Series) 30 

( ) ~ Number of non-resident underwriter. 



Table IV 

YEN-DENOMINATED 'FOREIGN 'BONDS 'BY 'ISSUERS 

(Thru. March 1978) 

Issuers ·No~ ·of Issues Amount % 
(¥ billion) 

IBRD 8 178 24.9 

ADB 4 41 5.7 

EIB 2 25 3.5 

!DB 1 15 2.1 

Finland 3 45 6.3 

Spain 1 15 2.1 

Australia 2 60 8.4 

Mexico 3 40 5.6 

Brazil 3 40 5.6 

New Zealand 2 37 5.1 

Denmark 2 30 4.2 

SinsaEore 2 25 3.5 

Venezuela 1 20 2.8 

Ireland 1 15 2.1 

Philippine 1 15 2.1 

Manitoba 2 27 3.8 

New Brl.nlswick 1 12 1.7 

Quebec 1 10 1.4 

Oslo 1 15 2.1 

BFCE 1 20 2.8 

KDB 1 10 1.4 

SNCF 1 20 2.8 

Total: 44 715 100.0 



Table V 

. ·pURCHASES ·oF ·rnRD .YEN BOND .ISSUES 

Series . 1 2 3 4 5 6 7 8 

Purchasers 

1. City Banks 20.6% 18.3% . 17 .3% 17.1% 17.1% 17.1% 16.2-% 15.6% 

2. Long-Term 

Credit Banks 5.0 4.8 4.3 4.2 4.3 4.3 5~7 6.4 

3. Trust Banks 1.6 1.8 2.3 2.5 3.2 3.4 3.4 3.7 

4. Insurance 

Companies 0.2 0.7 1.0 1.7 0.9 0.4 2.3 0.4 

5. Other 

Financial 34.6 33.5 29.3 33.3 30.4 18.1 23.6 19.2 

Institutions 

6. Other 

Companies 5.4 2.6 4.0 4.0 3 •. 3 2.5 9.8 5.1 

7. Individuals 32.6 38.3 41.8 37.2 40.8 54.2 39.0 41.1 

8. Non-

Residents 0 0 o- 0 0 0 · 8.5 



Table VI - 1 

WORLD BANK BOND SERIES (1) 

. series Date (1977) 

4/07 4/14 4/21 4/28 5/06 5/12 5/19 5/26 6/02 6/09 6/16 6/23 6/30 

First 98.85 NA NA NA 101.10 NA 101.00 101.00 NA 101.00 101.00 100.90 NA 

Second 97.45 NA 98.35 NA 100.20 NA 100.50 100.40 100.40 NA 100.30 NA 100.10 

Third NA NA 98.30 NA 99~90 NA 100.05 100.50 NA 100.50 NA 100.50 100.50 

Fourth 92.25 NA NA 94.25 94.50 NA 95.20 95.25 NA 96.45 96.45 96.t.O 96 .so 

Fifth 92.15 NA NA 95.00 95.05 95.00 95.15 95.15 NA 96.05 96.00 NA NA 
l; 

Sixth NA NA 96.50 96.60 97.00 97.35 97.60 ·~ 98.15 98.10 NA 99.35 99.15 99.45 
' 

Date (1~' 77) 
7 I 07 ZL1t± 7/21 7/.28 8/04 8/11 8 /18 8/25 9/01 9/08 . 9/16 

First 101.40 NA 101.95 NA 101.95 101.70 NA 101.30 101.30 101.30 NA 

Second NA 101.00 101.70 NA 101.95 100.55 99.95 100.35 100.35 100.30 100.10 

Third 101.00 101.05 101.30 101.30 101.35 NA NA 100.15 100~55 100.50 100.35 

Fourth 98.35 99.60 100.00 100.05 100.00 99.95 99.55 . 99.70 100.05 100.00 100.00 

Fifth 98.30 99.85 100.05 10'0.05 100.05 100.15 99.75 99.55 NA 99 .. 60 99.55 

Sixth 100.95 101.15 101.95 101.90 102.00 100.40 NA NA 10 0 . 6 0 ~00 . 2 0 100.25 



Table VI - 2 

WORLD BANK BOND SERIES (2) 

Series Date (1977) 
9/22 9/29 10/06 10/13 10/20 10/27 11/4 11/10 11/17 11{.24 

First NA 101.60 101.80 NA NA 102.00 102.50 102.70 103.45 103.45 

Second 100.20 101.00 101.20 NA 101.75 101.90 102.80 103.20 103.15 103.15 

Third NA 100.80 101.05 102.10 102.25 NA 102.80 103.55 103.50 103.70 

Fourth 100.05 NA 101.60 NA 100.70 100.90 101.85 102.00 NA NA 

Fifth 99.60 100.15 101.15 · NA 100.10 100.95 100.95 101.05 101.00 101.10 

Sixth 100.25 100.45 . 100.55 101.35 101.50 102.00 103.00 103.20 103.20 103.20 

Seventh 100.00 100.25 100.40 100.40 

I 1978 ;, 

12/01 12/08 12/15 12/22 :··. 12/29 1/05 1/12 1/19 1/26 2/02 
-- - -- -·- -- ·- - ~ ~- - -- .. ·- -- ' - -

First 103.50 103.50 NA 102.95 ' NA NA NA 102.55 102.75 

Second 103.15 NA 101.95 102.95 NA 104.40 NA NA NA ··- ... 

Third 103.60 NA 102.40 101.65 NA 103.05 102.90 102.85 103.05 

Fourth 101.90 NA 100.90 101.00 NA 102.15 102.25 102.25 102.75 

Fifth 101.20 101.40 101.00 101.00 101.30 102.20 102.35 102.35 102.35 

Sixth 103.50 103.50 103.30 103.40 103.35 104.90 105.60 105.60 105.60 

Seventh 100.50 100.60 101.00 101.10 . NA 102.65 102.65 102.60 102.60 



r 

Table VI - 3 

WORLD BANK BOND SERIES (3} 

Date 
•.>< .. : 

Series 1978 2/09 2/16 2/23 3/02 3/09 3/16 · 3/23 3/30 4/06 

First 102.75 102.75 102.95 NA NA NA 103.45 103.20 . 103.90 

Second 103.10 103.10 102.95 102.85 102.85 104.05 . 104.80 NA 104.30 

Third NA 102.35 NA 102.30 NA 103.00 103;30 103.00 102.65 

Fourth 102.00 NA 101.20 101.90 101.85 102.15 NA NA 102.60 

Fifth 101.75 101.45 100.80 101.90 102.00 102.40 NA 102.80 102.60 

Sixth 104.60 103.90 103.60 104.60 104.50 104.80 105.50 105.30 105.25 

Seventh 101.50 101.00 100.85 100.80 102.00 103.00 103.35 103.30 NA 

Eighth 100.50 101.00 101.35 102.05 101.80 101.60 

4/13 4/20 4/27 5/04 5/11 5/18 5/25 6/01 6/08 6/15 
'i 

First . 104.30 103.20 NA NA 103.00 

Second 103.80 103.10 NA NA NA 

Third 103.00 102.65 102.10 102.60 104.50 

Fourth 102.60 102.50 NA 101.40 101.80 

Fifth 102.60 102.70 102.00 NA 101.70 

Sixth 105.30 104.80 103.65 103.40 103.00 

Seventh 103.35 102.70 101.80 101.30 101.60 

Eighth 101.90 101.50 101.00 101.50 NA 



Table VII 

· ·International Comparison of Savings and Other Relative Indices 

(Calendar year, %) 
Gross Personal Increase in .Personal Consumer 
Saving Saving · · ·Disposable · ·Income Price . Unemployment 

~ Ratio . .· ~ ."Itatio . . . N oniinal . . . . . Real . . ... Inci:eas~ . Rate 

1972 38.8 21.9 16.3 11.0 4.5 1.4 

1973 39.8 25.1 25.2 12.8 11.7 1.3 

Japan 1974 37.1 25.7 24.3 2.3 "24.5 1.4 

1975 32.2 ·25.1 16.9 5.0 11.8 1.9 

1976 32.2 24.3 12.1 2.6 .9 .3 2.0 

1972 15.3 6.3 7.8 4.2 3.3 5.6 

"1973 16.8 8.0 12.5 6.7 6.2 4 .9· 

u. s. A. 1974 15.0 7.5 9.0 - 1.6 11.0 5.6 

1975 13.0 7.9 10.2 1.7 9 .1 · 8.5 

·1976 14.1 . 6.6 9.4 3.4 5.8 7.7 
. ' ' 

1972 26.7 15.2 9.8 5.5 5.5 1.1 

1973 26.7 13.9 8.3 1.9 6.9 1.3 

Germany 1974 25.1 14.3 8.0 1.6 7.0 2.6 

1975 21.7 14.5 9.1 3.6 6.0 4.7 

1976 22.6 4.5 4.6 

.1972 18.7 7.0 14.8 7.8 7.1 3.8 

1973" 19.8 7.7 14.1 6.2 9.1 . 2.7 

u. K. 1974 17.3 10.3 18.4 1.9 16.0 2.6 

1975 16.8 11.2 23.4 - 0.7 24.2 4.2 

•197-6" 16.5 5.8 

1972 27.2 . 12.3 11.6 5.6 6.2 393.9 !I 
1973 27.5 13.3 14.7 5.6 7.3 497.7 

France 1974 25.8 12.3 17.2 2.9 13.7 840 .o 
1975 22.3 15.5 3.8 11.8 941.2 

1976 9.6 

Gross Saving Ratio = Gross Saving/GNP 

Pe~sona1 Saving Ratio = Personal Saving/Personal Disposable Income 

y Unit: 1,000 persons 



Table VIII 
TRANSITION IN SAVINGS 

(¥ billion, %) 

Gross Personal Personal Personal 
GNP Gross Saving Disposable Personal Saving ·saving 

FY 
(Nominal) Saving Ratio Income Saving Ratio to GNP 

(A) (B) (B) I (A). (C) (D) · (D)I(C) (D) I (A) 

1972 94,765.3 37,105.4 39.2 62,136.9 13,019.0 21.0 13.7 
(16 .1) (16.4) (17.3) (23. 8) 

1973 115,675.2 45,741.7 39.5 78,424.0 18,992.8 24.2 16.4 
(22 .1) (23.3) . (26.2) (45.9) 

1974 136,422.4 48,561.2 35.6 98,743.1 25,158.6 25.5 18.4 
(17.9) ( 6.2) (25.9) (32.5) 

. ' . .. 

1975 149,631.6 47,813.5 32.0 113,143.7 28,024.5 24.8 18.7 
( 9. 7) ( -1.5) (14.6) (11. 4) 

1976 169,208.6 54,505.4 32.2 126,239.9 30,066.9 23.8 17.8 
(13 .1) (14.0) (11.6) ( 7.3) 

( ) Increase from Previous Year. 



Table IX 

PERSONAL INVESTMENT PA'ITERN 

(%) 

Increase .in 
·.End , FY1~65 ~ .· ·. .·· .End . FY1~76 . . . . . . . . . . .. m~76 .. 

Cash & Demand Deposits 17.4 15.4 8.6 

Fixed Deposits in Banks 35.1 36.1 34.0 

Postal Savings 8.8 15.1 20.6 

Trust Funds 4.9 6.2 7.1 

Insurance 12.4 13.1 13.5 

Bonds 4.3 8.3 12.1 

Stocks 10.8 2.8 1.3 

Investment Trust 3.4 1.5 1.7 

Others 2.9 1.5 1.1 

Total 100.0 100.0 100.0 



Table X 

Outstanding Balance of Bank's Investments 

(in ¥ million) 

Month G. Bond G.G. Bond Total 

1975 June 19,421 19,421 
July 24,338 24,338 
August 29,302 29,302 
September 33,336 33,336 
October 38,325 38,325 
November 43,177 43,177 
December 2,765 45,402 48,167 

1976 January 2,765 45,236 48,001 
February 5 ,.966 45,079 51,045 
March 9,966 44,244 54,210 
April 14,766 44,130 58,896 
May 19,566 43,732 63,298 
June 21,966 43,607 65,573 
July 23,566 43,466 67,032 
August 26,366 43,136 69,502 
September 30,366 42,270 72,636 
October 30,366 42,003 72,369 
November 34,366 41,682 76,048 
December 34,366 41,539 75,905 

1977 January 34,366 41,088 75,454 
February 38,366 40,715 79,081 
March 43,966 40,106 84,072 
April 43,966 39,702 83,668 
May 43,966 39,622 83,588 
June 43,966 39,277 83,243 
July 43,966 39,155 83,121 
August 43,966 39,044 83,010 
September 43,966 37,831 81,797 
October 43,966 37,309 81,275 
November 43,966 37,210 81,176 
December 43,966 36,408 80,374 

1978 January 43,966 36,311 80,277 
February 43~-966 35,928 79,894 
March 43,966 34,538 78,504 
April 43,966 34,436 78,402 



JAPAN'S ODA 



JAPAN's OFFICIAL DEVELOPMENT ASSISTANCE 

Tokyo Office 
May 15, 1978 

The Japanese Government has recently pledged to greatly improve its 
development aid performance. After being criticized by the U.S. and EEC, the 

to more •ts aid in three ears 
as a way to counter its trade surplus) and to substantially improve 
of its aid. However, even the most optimistic government official 

overnment will have to drasticall (if not dramatically) 
wants to realize its pledge. 

~-~~--~--~~--------~------~-

Aid Administration and Financing 

decided u 
mainly 

nment 
three agencies but 

The agenc es are:}:./ 

(i) 

(ii) 

(iii) 

the Overseas · 

the Export-Import 
(these agenc es are 

OECF) for soft loans; and 

loans 

r hnical 
agency is e~plained in detail in Attachment A). 

The framework for Japan's aid and the agencies' activities is 
decided upon, generally collectively, by various government 
ing the Ministry of Finance (MOF), the ~.-~~st~r~~o~f~. ~~~~~~ 
Ministr 1 Tad tr MITI), the ~~~~~~Wl~ 
A&encx (EPA), and sometimes the Ministry of Agriculture and Forestry and/or the 
Ministry of Transportation. An ad hoc Ministerial Meeting on Overseas Economic 
Coo eration acts as a coordin for all major policy decisions. However 
the influence of the various ministries on the agencies' daily operations differ 
considerably; whereas JICA is u r the almost complete control of MOFA, EXIM 
Bank is main! controlle b MOF, and OECF su stantiall b EPA. In a ition, 
MOF is in charge of multilateral aid an aid. On every aid 
proposa , owever, the 1 reach consensus 
agreement, reconcil1n M mpac , 0 

n its budgetary impact, rest~.!/ 

1/ - Relatively minor aid is also provided by the Japan Overseas Development 
Corporation, the Overseas Fisheries Cooperation Division, the Japan 
Petroleum Development Corporation, and the Me~al Mining Agency of Japan. 

!/ An aid request from the government of e.g. Tanzania has to be submitted 
through the Japanese Ambassador in Dar es Salaam to MOFA, which will 
distribute it to the other ministries for discussion and agreement; it 
is only after this agreement that the government will instruct JICA to 
provide technical assistance or OECF or EXIMBank to study .the possibility 
of providing financial assistance. 
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influence throu h its contributions to the 
financing It provides funds for grant an ending 
programs, allows the carry-over of undisbursed funds into the next fiscal 
year; it also may lend to the agencies through its Trust Fund Bureau, which 
administers postal savings and national pension funds. Altho.ugh MOF, worried 
about its eav defici financ ·(29.9% in FY77 and estimated at 32.5% foL 
FY78 , had clamped down on ODA allgcations for some years, it recently again 
rec;;-gnized the firipur LAnce of Japan's pe?fo e in this field. The to.tal 
budgetary allocation for ODA increased b 15.8~ from ¥549 billion in FY77 to~ 
¥635 bil~ on n FY78 detai s set out in Tab e u , e appropri-
ation for bi atera id, 70.5% of the total, shows an increase of 13.6% and for 
multilateral aid, 29.5% of the total, an increase of 21.7%. 

Aid Performance and Prospects 

performance has been conspicuously poor with an ODA 
~~~~~~~~~~~~n~d~0~·~2~1~%~i~n~C~Y~7~7, and an ODA grant element of 

Japan only became an official aid donor in CY61 with ODA of 
million, ·representing 0.20% of GNP. Since then, its ODA has been 

increasing more or less gradually to US$1.1 billion in CY76, which, however, 
again meant an ODA ratio of 0.20% (down from 0.32% in CY67; for details, see 
Table II). The terms of Japan's loans improved slightly with a grant element 
of 51.5% in CY76; in that year, the average interest rate on ODA loans was 
3.3%, with a maturity of 24.9 years including 7.8 years of grace (see Table 
III). However, in all aspects, Ja an still ranked at the bottom of the DAC 
performance ladder (see Table IV .11 

B!f~al aid was by far the major component of Japan's ODA through
out the 1960's, but its share declined to 61% i~CY76. Although the volume 
of Japan's commodity aid almost matched its project assistance during the 
1960's, the latter increased more; in CY76, commodity aid accounted for 19% 
of bilateral aid, project aid for 56%, and de e or see able V). 
~ 72, the government started to somewhat diversify its. regional aid 
allocation; in CY76, 77% went to Asia, 1.3% to the Middle East, 6.6% to Latin 
America, and 10.7% to Africa (see Tal>le V). Of the Asian aid, the major part 
went to the ASEAN countries and Burma. Japan has always allocated a large 
portion of its bilateral aid to low income countries. In CY76, 56.2% of its 
bilateral aid w "ta income of 200 

1.2% to ose with an income of $520 or less. However, the share of 
has been minor (7.9% in CY76), mainly because of Japan's focus upon East Asia; 
in this, its performance again ranked far below the DAC average (17.9% in CY76). 

Japan's multilateral aid_has noticeably increased; its share of total 
ODA increased from1L5.4% in CY71 to 31.9% in CY76. The have been 
the main recipients • accmmtini for abgut 40Z, - followed by the As an Develop
ment Bank with about 25%. 

11 See also the eilclo.sed "Memorandum of Japan", submitted to DAC on the 
Occasion of Annual Aid Review, 1977. 
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In GY76 1 Ja an's total flow of resou countries 
. amounted to about US$4. billion, or • 2% of its GNP (see Table II)·. Although 
other official flo~ and private flows had been increasing rapidly until CY~3 
(when the total flow amounted to 1.:44% of GNP) , they were seriously affected 
by the "oil shock", with especially private flows dropping from US$5.'8 billion 
in CY7J to US$3.0 billion in CY74, resulting in a decline in total net offical 
and pr.ivate flows as a percentag·e of GNP f.rom 1.44% in CY73 to 0.65% in CY74. 
The economic recession of the past few years prevented the percentage from 
again exceeding 1%. 

The Prime M1nister now recently pledged to more than double Japan's 
aid in three years and to greatly improve its ODA grant element. Taking CY76 
as the basis year, he promised to at least double Japan's aid expressed in u·s 
dollars (to US$2.2 billion)", and to attempt to double it expressed in Japanese 
yen, by CY79.i/ The press had been especially active in pressing the govern
ment to improve its ODA perforamce.1/ However, it was only because of 
increasing criticism from especially the U.S. and E.E.C. that the government 
started to move. Even the most conservative government agencies and officials 
now feel that im vin an's ODA may be e of the few tools left to allev -
ate forei eciall Ja an's massive current account sur lus.6/ 

As a result, Japan's ODA performance in this ·and the following years 
can be expected to improve. However, it is doubtful that the ioverument will 
be able to real ' some dramatic Japan';---
aid program is still relatively new, .and its aid agencies somewhat inexperienced ~ 
and understaffed. Of even more importance, perhaps, is the roblem of, on every 
p~ · · reach consensus a ree e minis involve 

To cope with its aid processing constraints, the government has agreed 
to simplify its procedures and to increase its cooperation with international 
aid agencies. However, it is still studying and still has to w detailed 
dec is 

i/ However, even then Japan's ODA would only rise to about 0.23% and 0.27% 
respectively. 

11 The Asahi Shimbun (with a circulation of 7 million) and the Nihon Keizai 
Shimbun (Japan's Wall Street Journal with a circulation of 1.5 million) 
had been taking the lead. 

~/ In trying to achieve this, the government has the support of the Japanese 
public. For example, a recent survey of the Cabinet Public Relations 
Office found that 7 a rviewed i an's 
expandin aid to developing 

]_/ It is symptomatic that even about the 
exact meanin o Sonoda recently_ 
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B) 

C) 

D) 

E) 
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composition and quality of aid; 
<:: ~ ~ 

untying of aid; 

local cost financing; 

basic human needs; 

debt relief for poorest countries; and 

co-financi 

The government's present thinking is set out in Attachment B. 



Table I 

r / ~? 
JaEan's FY76-78 ·onA :Budgets 1) JA! {ffi~ 

J)~,- v-1 \ r 
(in millio.n) 

~,_;.a l-'y:...:O 

FY78 FY77/76 
FY76· . . FY77 · Gov't .ProEosal · ·rncrease 
(¥) (¥) (¥) ($).!/ (%) 

A. Grants 170,456 2'28,.486 296,600 1;348.2 34.0 

I . . Bilateral grants 64,479 ·74,496 109,200 496.4 15.5 

1. Reparation payments 
and others 6,560 1,599 .. 1,600 7.3 -75.6 

2. Food aid 4,713 11,021 17,400 79.1 133.8 
3 •. Technical assistance 37,206 43_, 876 51,200 232.7 17.9 
4. Others 16,000 18,000 39,000 177.3 12.5 

II. Grants & capital subscription 
payments to ·multilateral 
institutions 105,977 153,990 187,400 851.8 45.3 

1. Grants to UN agencies and 
other institutions 22,497 21,103 21,500 97.7 6.2 

2. Capital subscription pay-
ments and contributions to 
multi!. institutions 83,480 132,887 165,900 754.1 59.2 

B. Official Loans 295,632 334,920 361,600 1,643.6 13.3 

I. EXIM Bank 65,000 65,000 46,000 209.1 0 

II. OECF 207,000 241,000 282,000 1,281.8 16.4 

III. JICA 13,200 17,200 18,700 85.0 30.3 

IV. Others 10,432 11,720 14,900 67.7 12.3 

Sub Total: 466,088 563,406 658,200 2,991.8 20.9 

Loans called in and others -15 ;391 -14,869 -22,800 -103.6 

Total ODA: 4502697 5482537 6352400 22888.2 ·21. 1 

];_/ US$1 = ¥220. 

!:_/ Since the demarkation of job functions with OECF in 1975, EXIMBank has not 
conunitted new loans. The amounts allocated are for disbursement under old 
conunitments. 

Source: MIT! 

FY78/77 
Increase 

(%) 

29.8 

46.5 

57.5 
16.8 

116.7 

21.7 

1.8 

24.9 

8.0 
!:_/ 

-29.2 

17.0 

8.7 

26.8 

16.8 

•15.8 



III. ODA 

(i) What is Meant by 'Doubling' 

1. Precision has net yet been given by the Japanese authorities to the 

pledge. A consensus has not yet been reached at the Cabinet level. Nihon Keizai 

reported that at a Cabinet meeting on May 16, th P.~ ~~/· nd~ avored 

doubling yen disbursements from a 1977 base by 1980. ~however argued in 

favor of Minister repeated this position 

more recently in the Diet referring to 1980 C4 years) as the target date. We 

have taken the pledge to mean a doubling of yen disbursements (net) based on 

1977 for the following reasons:-

Ci) Doubling from a 1976 base in u.s. dollars would leave 

the ratio of ODA to GNP 

in 1977. (If 1980 were taken as the target as the 

.,target year the ratio would decline to~of GNP.) 

In fact the doubling even could be achieved this 

calendar year in part because of yen appreciation. 

'//Therefore, a pledge on this basis would not be seen 

~ as ref~ecting Japan's intentions to the international 

commun1ty. 

Cii) Doubling from a 1977 base in u.s. dollars would raise 

the ODA ratio only t 

Japanese towards the average ODA ratio for DAC members 

<0.33% in 1976). 11 

(iii) The 0.7% ODA target is set in terms of net disbursements 

and therefore Japan i s likely to put its own pledge on 

this basis. 

1/ DAC's provisional estimate for 1977 is 0.31%. 
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2. Obviously, in political terms it is important for the Bank to help the 

consensus form in line with the 1977 yen base. The various permutatjons are 

shown in the table attached. 

(ii) How Will it be Possible to Double Yen 
Disbursements Between 1977-80 

3. Rapid increase in ODA should be possible through (i) expansion of 

program aid (commodity and equipment supply loans), (ii) support for development 

efforts in the ASEAN region, including the ASEAN regional projects, and (iii) 

increased assistance to Vietnam (made possible as the problem associated with 

past loans to South Vietnam has been resolved). The most important factor is 

the commitment of the government to increase ODA; based on a consensus among 

all important ministries and supported by the public. A possible limiting factor 

that might prevent the achievement of the target is the weakness of the aid 

administration. 

'· (iii) 

3. 

What~ts as ODA 

(a) The DAC definition of ODA is as follows:- 1! to be 

eligible for inclusion in ODA, a transaction should be : 

undertaken by the official sector; 

administered with the promotion of the economic 

development and welfare of developing countries 

as its main objective; 

concessional in character and contain a grant ------element of at least~-· 

(b) Co-financing with the Bank counts as ODA if the grant 

element is 25% or above. It counts towards the ODA 

target only as disbursements take pl ace on co- fin anced 
~: 

operations. (See separate note on co- financing commit-

ment levels.) 

1/ "Resources for Development- a short guide to statistics," dated February 2.7( 1975 .. 
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(c) Capital subscriptions to !BRO. Paid in capital counts 

~s ODA, callable does not. 

(d) IDA Contributions. Only disbursements to IDA count 

towards the ODA target according to DAC reporting 

instructions. A note deposit does not. However, 

Japan includes note deposits in its ODA disbursements 

even though disbursements take place only as IDA makes 

its pro rata calls. If Japan to make its second 

and third payments in IDA 5 i than in 

notes, Japan would be in compliance with DAC reporting 

instructions. (In addition IDA would derive investment 

income of about $250 million over FY79 to FY87). Cash 

payments would still be called pro rata by IDA and 

.would not involve acceleration for Japan or delayed 

drawings for other contributors. 

(iv) What are the Implications for IDA 6 

3. IDA 6 disbursements will not start o that contributions to 

IDA 6 will sustain Japan's ODA levels in the period beyond the pledge. However, 

the atmosphere created by the Fukuda pledge is expected to make it easier for the 

Japanese to be forthcoming in the IDA 6 negotiations ~ particularly in burden 

sharing negotiations. 

Attachments: ~i) 
(ii) 

Japan's Pledge to 'Double' ODA 
Flow of Development Finance Table 



~ ~ ?l~AL SU'SCR IPII ONS PAYMENTS 

l i3 "-D : .£/ Pas t Increases 
Se l ec tiv e Increas e 
Gene ral Inc r eas e 

I D.-\: £./ Ca lls On 1-4 
5 
6 
7 

IFC: M 

Su~-Total Bank Group 

IDB : Ordina ry Capita l 
Concessional Capital 

AD B: Ordinary Capital 
Concessional Capital 

Other 

TOTAL CAPITAL SUBSCRIPTIONS 

J the: r !!;./ 

TOTAL MULTILATERAL 

Total ODA 

:K EY RATIOS 

~;u ltilateral ODA 
- As % of Total ODA 
- As % of GNP 

Ba nk Group Subscriptions 
- As % of Total ODA 
- As % of GNP 

IDA 
- As % of Total ODA 
- As % of GNP 

MEHO ITEMS (Fiscal Year) 

I DA Cash/Note Deposits 

I DA Note Deposits 

IDA Calls ($m) 

Fb 

\'l.l lc . FLOWS 0 HULi:IL.\lT:<AL l~ S r: ~· : ·~r,1:;s IY t;O~OR C l'l '~;TR Y .~/ 

(Ca lenda r Yea rs; US$ mi llion) 

1 965-67 
~~t::rn ge 

3.6 

13.8 

)13.3 
) 

30.7 

~ 

39.6 

304.8 

13 
.03 • 

6 
.01 

5 
.01 

13.7 

22.2 

)51.0 
) 

73.2 

13 . 8 

8 7 .o 

458.0 

19 
.04 

5 
.01 

5 
.01 

147.5 

24.1 
54.7 

~ 

231. 8 

~ 

29 8 . 4 

114 7. 7 

26 
.06 

13 
. 0 3 

13 
.03 

145.6 

14 7.8 

22.7 

91.6 

1104.9 

32 
.06 

13 
.03 

13 
.03 

142.9 

109.7 
8.1 

3. 8 
18.9 

28.2 

20.0 

ls8. 7 

...l..§...:l. 

1421.0 

16 
.04 

8 
. 0 2 

8 
.02 

14 9.6 

39.9 

ll0.4 
26.0 

3. 8 
31.9 

20.3 
47.2 

25.0 

309.1 

9 6 . 8 

2136.5 

19 
.05 

8 
.02 

6 
.02 

310.4 

310.4 

8.9 

2.6 

81.7 
71.6 

157.9 

1.4 
35.6 

20.3 
60.3 

30.0 

305.5 

179.0 

484.5 

2691.8 

18 
.05 

6 
.02 

6 
.01 

310.4 

310.4 

42.3 

11.9 

61.2 
1 2 7.0 
10.0 

1.4 
38.4 

20.3 
79.8 

40.0 

382.7 

295.6 

678.3 

3391.5 

20 
.04 

6 
.02 

6 
.02 

310.4 

310.4 

100.0 

28.2 

2.,/ Source: Histor ical f igures through 19 76 f r om DAC . Pr e liminary estima t es for 1 977 · (actuals for Bank Gr oup). All 
o the r fi gures a re projec t ions ma d e by Bank st a ff. 

P._/ Ass umes : (l) a Sel ec ti\·,! C•p ita l In c rt' J se of 1bon t $8 .5 b i lli0n a1 pr,we d with 10% p a id - in and r ele;.~sed i n FY78; a nd 
( 2 ) an il lus tra t i v e General Gene r al Capital Increase uf about $40 billion app r ov ~d in fY82 wi th 10% paid i n a nd 
r e leased ove r th e ~~r~e-yr : r pe ri od FY83- 85 . 

£1 Assu mes: (l) tha t con t ributions t o IDA 5 wil l to t al $8 , 022 milliun , i.e . t otal pl edges v:lluc> d a t exchange rates o f 
lf./31/7 7 ; (2) l D.\ (, .1m.l TD:\ 7 wi ll bL" r espPt: t i vl'ly 23% .'Jnc 5(1-: l :H p,P r th.Jn l'OA 5 ( r e f l ec t l.n l~ 7 % pe r yE>a r n ominal 
g r owth); and ( 3) ..tll n'ntr ibutions to lll1\ ~> , LIJA o ,111tl l Di\ 7 1.1ill b' p:ti<l in t h r ee ;::.p p r uxii'J:;tely e qual :mnual 
instAl l me n ts a n d d r awn pro ra t a . 

u.' ,\ s:; , ~,,,.,, : .111 IFC Ctpit.il ln ,·r c.t:;c ,,f ~!, (;() r:i ll inn p.lid in .rnd r.·l,•.t:;o•d uver the· f•J•J r - v• •:• r pr rind FY7 9- ~2 . J:1pnn i s 
following it~ pr.J cetlur,· .t rl<i !t.IS indica tvd tlt.tl llH· lir s t in ,..l.!ll r.•t• nt ~t ill not l)L' .!V:·;inb lr· unt il FY79 . 

r) Re,.,idn:Jl o n t hp ;tsstnnr ti o n that ( .<) .Japan n •po rt!'> c::1 ll s t o InA :In i t s ODA f r om 197 8 - 8 0 rath e r t h a n note d e posits 
.IJi d (b) lh .lt by ]'/1;0 11\ll!tiltL,• r ,.J (lj).\ will t'•tlt. !l :l():, nl tJ ~ ,, { .1 ·l l. 

~/ TlH• .lnp;m,• s e !tav.- rt'IH> rtt•d :t l!H iltil.Jt f' r .< l ODA fl )•,urt' fo rl 477 of $);1,1, mi l lion c:nmp, r r•d with t h e fig u re shown of 
o:;.'LJ.. 7 millicon . Th t! lull rJ,·t.li l :.; nf tho· .J.,p :ull·•·:e li1;arv :tr" n•>l h, ... .,n h11t it i s ~· ·l j•·•J •·c! t lo,J t th e m.tin rt:aS•> Il fo r 
the d ifference ls t ha t the i i rst d eposit ul uo t l'~ lur: lDAJ i:; i.ncl u,l ·J in th<! l i ,;11rr, ol ~'.. ''.', miL lion . 

l'.\)1 

'•f'\1/7 :; 



IV. CO-FINANCING 



IV. Co-Financing 

(i) What Can We Accept in CY79, CY89, CY81 

1. The IDA lending program (adjusted to a calendar year basis for CY79-81) 

appears to offer room for accepting co-financing opportunities on concessionary 

terms (from O~CF) at illustrative levels as shown in the table below. fhey would 

imply a build up of co-financing operations to about 10-15 a year by 1980, 

consistent with the emphasis placed by the Japanese authorities up to this point 

in proceeding on a project by project basis. 

Illustrative Co-financing Levels on Concessionary 
Terms to the Poorest Countries 1/ 

CY79 CY80 

Total _Project Costs 2370 2760 

IDA Credits 1370 1560 

Balanc~ to be financed 1000 1200 

Co-financing from Japan 100 150 

CY81 

2990 

1690 

1300 

200 

2. While an amount of co-financing up to this level or beyond could be 

accepted by the Bank, the possibilities need to be seen against:-

(i) the small number of co-financing operations with OECF 

to date (see table attached) /.: .-;-c:r 
( i i) the complicated procedure involving 

individual operations by four ministrjes ~ (MOF, EPA, ~ ~ 

MOFA and MIT!) ~ 
(iii) the particular technique chosen (joint financing, 

untied aid, and the possibility of local cost 

financing would be simplest for the Bank). 

1/ This estimate has been derived (i) by adjusting the IDA lending program 
FY79-82 to a calendar year basis (excluding the Indian subcontinent~ Cii) 
by assuming that IDA will finance about 60% of project costs excluding co
financing, (iii) that Japan might ~e ready to co-finance 10-15% of remaining 
costs. 
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3. The Bank would ·accept co-financing offers from EximBank or from 

Japanese private banks for additional amounts. 

4. While the concessionary element of Japan's ODA C75% in 1976) is Lower 

than the DAC average (89%), we would accept standard Japanese QDA loan terms 

for the poorest countrie§. (3% intere~t , 26 years maturity including 3 yea~ 

grace.) For the middle income countries, EximBank terms are suitable (not at 

best more concessionary than 4.5% interest, 20-year maturity including 6 years 

grace.) 

( 



CO-FINANCING ~JITH ,, )F, JAPAN, FROM 1969 

\ 

Country and Project US$m US$m US$m 

1. Indonesia - Pusri Fertilizer IDA 30.0 OECF 8.0 ADS 10.0 
CR193 of 6.15.70 AS AID 20.0 

2. Indonesia - Telecommunications IDA 12.8 OECF .1 Australia 1.2 
CR210 of 7.13.70 

) 

3. Korea -Railway IV IBRD 40.0 OECF 50.1 Europ. 48.4 
LN863 of 11.22.72 LN663 IBRD) 24.1 consort. 

CR183 IDA ) KfW 5.4 

4. Indonesia - Pusri Fertilizer IDA 5 0 OECF 7.5 USAID 4.0 
CR193 of 5.21.73 

5. Thailand - Ban Chao Nen Hydro IBRD 75.0 OECF .41.1 
LN977 of 4 ~ 15.74 

6. Malaysia - Sixth Power IBRD 45.0 OECF 48.0 UK CDC 12.0 
LN1031 of 7.25.75 CIDA 3.0 

7. Nepal - Kulekhani Hydroelectric IDA 26.0 OECF 10.0 Kuwait Fund 15.9 
CR600 of 1.9.76 UNDP 3.0 

8. Egypt - Port of Alexandria IBRD 45.0 OECF 19.2 USAID 30.8 
LN1239 of 4.19.76 

9. Indonesia - Second Shipping IBRD 54.0 OECF 25.0 Norway 99.7 
LN1250 of 5.20.76 

10. Egypt - Suez Canal Expansion IBRD 100.0 OECF 220.0 Arab Fund 41.0 
LN 1482 of 0.28.77 IDB 12.0 

Kuwait Fund 20.0 
Saudi Fund 50.0 
Abu Dhabi Fund 15.0 
USAID 25~0 
Other 97.0 

11. Korea -Sixth Railway IBRD 120.0 OECF ~ Europ. Consort. 8.6 
(Approved 3.30.78) USEXIM Bank + 

Commercial Banks 39.7 

" Suppliers' Crd. 10.8 
8pril 25, 1978 



TO: 

FROM: 

SUBJECT: 

WORLD BANK I INTERNATIONAL FINANCE CORPORATION 

OFFICE MEMORANDUM 
Mr. Robert S. McNamara 

Frank Vi bert f-: V . 

Fukuda Pledge: Revised Ministry of Finance views 

DATE : June 2, 1978 

1. Mr. Iwasaki called this morning to say that Murayama had 
called from Tokyo Last night to say that the M.O.F. interpretation 
of the Fukuda pledge is as follows :-

base year 1976 
in U.S. dollars C$1.1 billion) 
target year 1979 (rather than 1980) 

2. Our estimate Cas shown in the briefing note) is that 
this interpretation (U.S. $2.2 billion in 1979) is consistent with 
a ratio of ODA to GNP of 0.21 ~ercent in 1979. 

CC: Mr. Ca rgi L L 
Mr. Hope 

FV:fs 



WORLD BANK I INTERNATIONAL FINANCE CORPORATION 

OFFICE MEMORANDUM 
TO:Mr. Robert S. }f<fNamara /\._ 

(Through Mr. Qt.~Georg GabriJl?, Director, PAB) 
FROM:Chandra Hardy, Division Chief, FS/PAB 

DATE: June 2, 1978 

SUBJECT:Japan ODA 

1. As you requested please find the following revised Tables attached. 

(i) Table VIII updated to show DAC preliminary 1977 actuals. 

(ii) Projections of Japan's 1980 ODA to include "Projections 
using 1976 as a base and 'doubling' in dollars by 1979." 

2. You have noted the difference in 1980 multilateral ODA in Tables 
VIlla and VIIIc. We drew your attention to these differences when we forwarded 
Table VIlle on April 11. Japan reports multilateral ODA on a cash/note deposit 
basis and this is reflected in projections ·incorporated in Table VIlla. 
Table VIlle is a revision of the Calls Tables and contributions to IFis are 
projected on a Calls or use of funds basis. 

3. Attached please find Annex A which gives a record of some Official 
Statements on the ·'doubling' bf Japan's ODA. 

Attachments 

CHardy/am 



VIII: 

Australia 

Austria 

BelgiWil 

Canada 

Denmark. 

Finland k/ 

France 

Germany 

Italy 

Japan 

Netherlands 

New Zealand E../ 

Norway 

Sweden 

Switzerland 

United Kingdom 

United.States ~/ 

GRAND TOTAL 

ODA ($b.-NominaL Prices) 

ODA ($b.-constant 1977 
Prices) 

GNP ($t.-Nomina1 Prices) 

ODA Deflator !l_l 

FLOU OF OFFICIAL DEVELOPMENT ASSISTANCE FROM DEVELOPMENT ASSISTANCE COMMITTEE MEMBERS~/ 
(Calendar Years, US, $m. and % of Projected GNP) 

59 
.38 

101 
.88 

75 
.19 

5 
.09 

823 
1.38 

223 
.31 

77 
.22 

105 
.24 

35 
.31 

5 
.11 

7 
.05 

4 
.04 

407 
.56 

2702 
.53 

119 
.53 

10 
.11 

102 
.60 

96 
.19 

13 
.13 

2 
.02 

752 
.76 

456 
.40 

60 
.10 

244 
. • 27 

70 
.36 

11 
.16 

38 
.19 

12 
·.o9 

472 
.47 

3418 
.49 

1970 

202 
.59 

11 
.07 

120 
.46 

'346 
.42 

59 
.38 

7 
.07 

971 
.66 

599 
.32 

147 
.16 

458 
.23 

196 
.61 

14 
.23 

37 
.32 

117 
.38 

30 
.15 

447 
• 37 

3050 
.31 

1971 

202 
.53 

12 
.Q7 

146 
.50 

391 
.42 . 

74 
.43 

13 
.12 

1075 
.66 

734 
.34 

183 
.18 

511 
.23 

216 
.58 

17 
.23 

42 
.33 

159 
.44 

28 
.12 

562 
.41 

3324 
.32 

1972 

267 
.59 

18 
.09 

193 
.55 

492 
.47 

96 
.45 

20 
.15 

1320 
.67 

808 
.31 

102 
.09 

611 
.21 

307 
.67 

21 
.25 

63 
.43 

198 
.48 

65 
.21 

609 
.39 

3349 
.29 

1973 

286 
.44 

:' 40 
.15 

235 
.51 

515 
.43 

132 
.48 

28 
.16 

1461 
.57 

1102 
.32 

192 
.14 

1011 
.25 

322 
.54 

29 
.27 

87 
.43 

275 
.56 

65 
.16 

603 
.34 

2968 
.23 

1974 

430 
.55 

59 
.18 

271 
.51 

713 
.50 

168 
. • 55 

38 
.17 

1616 
.59 

1433 
.37 

216 
.14 

1126 
• 25 

436 
.63 

39 
.31 

1975 

507 
.60 

64 
.17 

378 
.59 

880 
.56 

205 
.58 

48 
.18 

2091 
.62 

1689 
.40 

182 
.11 

1148 
.23 

604 
.75 

66 
.52 

131 • 184 
.57 .66 

402 566 
• 72 . • 82 

68 104 
.14 .19 

730 863 
.38 .37 

3439 4007 
.24 .26 

1976 

385 
.42 

39 
.10 

340 
.51 

887 
.47 

214 
.57 

51 
.18 

2167 
.63 

1384 
.31 

226 
.13 

1105 
.20 

720 
.82 

53 
.43 

221 
.71 

608 
.82 

112 
.18 

835 
.38 

4334 
.26 

1977 

427 
.45 

118 
.24 

369 
.46 

994 
.51 

255 
.60 

49 
.17 

2394 
.63 

1386 
.27 

168 
.09 

1421 
.21 

899 
.85 

50 
.35 

295 
• 82 

782 
1.00 

118 
.19 

907 
.37 

4123 
.22 

1978 

505 
.47 

98 
.18 

507 
.64 

1341 
.61 

328 
.67 

63 
.17 

2665 
.62 

1883 
.32 

237 
.11 

2092 
.27 

1167 
1.00 

67 
.45 

406 
.96 

909 
.97 

104 
.16 

949 
.37 

5492 
.26 

1979 

582 
.48 

110 
.18 

644 
.65 

1582 
.·64 

386 
.70 

73 
.18 

3002 
.62 

2092 
.32 

248 
.10 

2530 
.29 

1338 
1.02 

81 
.48 

464 
.97 . 

1047 
1.00 

123 
.17 

1073 
.38 

6171 
.26 

1980 

669 
.49 

132 
.19 

749 
.67 

1818 
.66 

430 
.70 

90 
.20 

3374 
.63 

2313 
.31 

271 
.10 

3029 
.30 

1509 
1.03 

92 
.49 

538 
.98 

1162 
1.00 

141 
.17 

1194 
.38 

6896 
.26 

4.6 5.9 6.8 7.7 8.5 9.4 11.3 13.6 13.7 14.8 18.8 21.5 24.4 
.52 .44 .34 .35 .33 .30 .33 .36 .33 .31 .35 .36 .37 

12.2 14.1 14.4 15.5 15.8 14.3 14.2 15~1 . 14.8 14.8 17.4 18.6 19.7-

0.9 1.3 2.0 2.2 2.6 3.1 3.4 3.8 4.1 4~7 5.3 5.9 6.6 

.38 .42 .47 .50 .54 .66 .80 .90 .93 1.00 1.08 1.16 1.24 

~/ Figures for 1977 and earlier years are based on actual data. Those for 1978-80 are based on OECD and World Bank estimate• 
of growth o~ GNP, on information on budget appropriations for aid, and on aid policy statements by governments• They are 
projections, not predictions of what will occur unless ·action not now planned ta'kes place. 

b/ Finland became a member of DAC in January 1975. · 
;, New Zealand became a member of DAC in 1973. OOA figures for New Zealand are not available for 1960 and 1965. 
d/ In 1949, at the beginning of the Marshall Plan, US Official Development Assistance amounted to 2.79% of GNP. 
il Includes the effects of changes ln exchange rates. 

Source: DAC/OECD. 
P&B 
12/22/77 
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1965-67 
Average 1270 ill! 1972 llli. ·1974 .1975 1976 llli 1978 .!.m. 1980 .!lli. 

GERMANY 

Multilateral 52 133 205 207 311 418 518 340 467 554 647 724 1192 
Bilateral 409 466 

~ 601 791 1015 1161 10lt4 1203 1329 1445 1589 2814 
Total m m B "1"m" mJ mJ 13!7+ 1T10 T88J lO§I nT! l+m' - - - - - - - - - - - - -Multilateral as %of GNP .04 .07 .10 .et: .09 .11 .12 .08 .09 .09 .10 .10 .09 

Bilateral as% of GNP .34 .25 .24 .23 .23 .26 .28 .23 .. 23 .23 .22 .21 .22 
Total as % of GNP ':38' :32 7J7f :rr -:-rr -:11 ~ :rr -:-rr :32 -:-rr :rr -:-rr 
~ 

Multi lateral 31 8lt 46 51 71+ 216 123 148 163 165 17lt 190 320 
Bilateral 67 63 137 51 118 - c/ 59 78 71 72 7lt • 81 138 

Total 9lf m m m m nr m · m m m m m m 
Multilateral as % ~f GNP .05 .09 .05 .05 .05 .14 .07 .09 .08 .08 .07 .07 .07 
Bilateral as% of GNP .10 -:-Yt-. .13 .04 -:* .04 .04 .Olt .03 .03 .03 .03 
Total as % of GNP -:1! -:TB' :o§' :rz; 7TT ":13 :rr -:11" -:10 -:10 -:10 

JAPAN 

Multi lateral 38 86 79 133 246 246 297 352 537 614 694 902 1662 
Bilateral 267 372 432 478 765 880 851 753 1187 1478 1836 2127 4144 

Total 3(g -m m m 10TT 1Tib Tnt! nos Tm' 2092 2530 3029 sm;b 
== =-== = = = :==a: ==== ===- -Multilateral as% qf GNP .03 .04 .04 .05 .06 .06 .06 .06 .08 .08 .08 .09 .09 

Bilateral as% of GNP .26 .:Jj_ .19 .16 .19 .19 .17 .14 .18 .19 .21 .21 . 21 
Total as % of GNP .:1i .:..ll .23 ":2T .25 -:-2! :n .20 T6 ~. .;li .:19. .30 

NETHERLANDS 

Jltllateral 35 42 64 - tt4 92 133 239 22lt 2,1 337 384 434 806 
B !lateral · · 5T 154· m l93 230 303 365 496 715 830' 954 1075 1759 

Total. 92 -rn- 307 322 7;3b ~ no ~ 1167 1338 1so9 · 256s 

Multilateral as% of GNP .17 . 13 .17 .25 .15 .19 .30 .25 .28 .29 .29 .30 .32 
Bilateral as % of GNP .27 .48 .41 .42 .39 .44 .45 .57 .69 . 71 .73 .73 .·71 
Total . as % of GNP ~ 761" :58' -:7;1 -:514 :n ~ ':-82 -:91.' r.oo 1.02 T:"63 1.03 - - - - - - - - - - - - -

NEW ZEALAND !Y 
Multilateral 3 4 5 9 10 16 10 14 19 21 26 42 
Bilateral 11 13 16 20 29 50 43 42 48 60 66 112 

Total 1T ...,.. ..,.,. -rr. 29 39 bb -n 5b b'f ,.. 92 m 
Multilateral a~l of GNP .05· .05 .06 - .08 .08 .13 .08 .10 .13 .12 .14 .13 
Bilateral a~% of GNP .18 .18 .19 .19 .23 .39 .35 .31 .32 .36 .35 .36 
Total as % of' GNP .20 :n -:23 .25 -:21 ":1T :52 -:1i3 :u . :-rt! 71i! 7li9 ~ 

~ 
- • ;i-

- · i..:: ., ~ 

Multilateral 9 22 24 .33 46 58 82 112 160 203 232 269 495 
BIlateral 4 15 18 30 40 73 102 106 160 203 232 269 49S 

Total 13 ..,. '+I bJ ,. m T87+ m m 1iOb m m 990" - T3 Ta -:49 Multilateral as% of GNP .12 .20 .19 .22 .23 .25 .29 .37 .so .so 
Bilateral as %of GNP .05 .12 .14 .21 .20 .32 .37 .34 .43 .48 .49 . 50 .so 
Total as % of GNP -:Ti :n- :33 -:1i3 -:1i3 '37 -:bb :iT -:-81 :9b .97 T.OO r.oo 

SWEDEN 

Multilateral 30 54 91 91 122 168 193 206 270 310 3S8 400 665 
Bilateral 22 63 68 107 1S3 234 373 401 500 S99 689 762 1290 

Total 52 m m m m 1+02' m b08' ifO 909 TOlt7 Tin ~ ·- - - - - - - -- - - -Multilateral as% of GNP .13 .18 .2S .22 .25 .30 .28 .28 .33 .33 ~so .so .so 
~!lateral as% of GNP .10 .20 .19 .26 .31 .42 .54 <• 54 .60 .64 .so .so .so 
Total as % of GNP -:23 73! 7lt7+ 71+8' "3f -:ri ':-82 T2 .93 ":91 r.oo l.oo T:O'O 

· ~ 

.. 



OFFICIAL IZVILOPHUT ASSISTAICZ (ODA) 

A. Bilateral Official Develo!!!!!!C. .Uahtace 

Grata aoci Grac.-liu Cootributiooa 

Teclulical Aaaiateoce 
Food .Ud 
Other Graota aod Graoc.-liu Cootributioo• 

Nev DevelopMDt IAocSiq 
Food Aid Loaoa 
Debt lleorgaoiutioo 
Equitiaa aod Other Bilateral Aaaeu 

Sub-Total Bilateral Olio\ 

B. Contribution• to Multilateral Ioatitutiona 

Graota 

UH Ageociea 
EEC 
Other 

Capital Subacriptioo PayMota 

Ill]) 
I Do\ 
baiooal Baoka 
Other 

Cooceaaiooal Leodiq 

Sub-Total Multilateral lllatitutiooa 

TOTAL ODA 

Aa % of GliP 

OTHER OffiCIAL FLOWS (001') 

A. Bilateral Other Of Ucial rlova 

Official bpon Credits 
Dabt l.alief 
Equitiea and Other Bilateral AaMta 

B. Cootributiooa to Multilateral loatitutiooa 
at Market Ter.. 

lU.D 
Other 

TOTAL 001' 

Pl.lVAT! FLOWS MAIDT TOMS 

Direct lneat ... t 

Mev Direct lo•••c.-oc. 
l.eio•eated Eanaill&a 

Bilateral Portfolio lo•ut ... c. and Other 

B. Pri•ate bport Cre.tita 

Guar&Dteed Private bport Credits 

Joe-Guaranteed bport Credits 

TOTAL PI.IVAD fLOWS 

~It ... : 

Bilateral 
Multilateral 

TOTAL ODA COMMI'DCIIITS 

Vlllb· FLOW 01' I'UAlfCUL USOtllaS to IZVILOPIIIC COtnrn.IIS AID 
MULTILATIRAL AGZIICUS It COUIITRt: IIS'fOlliCAL IZTAIL 

108.4 

a. 2 

100.2 

ua.a 

140.3 

18.5 

267.2 

4.0 

0.1 

30.7 

3.6 
13.8 
13.3 

2.8 

304.8 

0.29 

161.0 

151.5 

9.5 

2.8 

2.8 

163.8 

79.9 

80.2 

-o.3 

88.6 

88.6 

168 • .5 

361.3 1/ 
47.2 l/ 

408.5 1/ 

2.50.3 

236.4 

13-9 

o.s 
73.2 

22.2 
.51.0 

.5.6 

86 • .5 

458.0 

0.23 

492.6 

349 • .5 

201.0 

200.0 
1o0 

693.6 

282.5 

261 • .5 

261 • .5 

u.s 

386.9 

346.8 

40.1 

669.4 

482.7 
110.2 

592.9 

us.4 

27.7 
16.8 
80.9 

306.7 

186.1 
116.7 

3.8 

432.0 

10.8 

10-0 

o.8 
.58 • .5 

2.5. 7 

32.8 

9.3 

71.7 

S10.7 

0.23 

408.8 

271.7 

136.3 

237 • .5 
5.6 

481.6 

222.4 

222.4 

133.8 

12.5.4 

494.0 

444 • .5 

49.4 

97.5.6 

724.4 
152. s 

876.9 

170.6 

35.6 
· 11·4 
123.6 

307.2 

417.8 

u.s 

1.0 

106.2 

104.2 
2.0 

10.5 

133.3 

o.u 

531.0 . 

266.3 

264.7 

325.4 

323.7 
1.7 

1061-7 

204.0 

204.0 

640.3 

217.4 

190.6 

1252.3 

865. 9 
152.8 

1018.7 

llli 

220.1 

57.2 
7.5 

1.55.4 

545.1 

379.1 
97.0 
68.6 

765.2 

22.6 

214.1 

58.4 
1.50.3 

.5.4 

24.5.8 

1011.0 

0.2.5 

823.8 

2.54.0 

569.8 

342.6 
u.s 

1178.9 

3207.4 

1301.1 

1301.1 

1771.0 

1n.3 

440.1 

396.0 

44.0 

3647. s 

1073. 1 
290.8 

1364.5 

198.6 

63 • .5 
9.9 

12.5.2 

681.8 

56.5.9 
61.3 
54.6 

880.4 

37 • .5 

1.8 

212.6 

1.50.3 
.56 • .5 
s.8 

-4.3 

24.5.8 

1126.2 

0.2.5 

806.8 

8.3 

798.5 

-17.9 

-58. a 
40.9 

788.9 

889.8 

705.4 

705.4 

169.4 

148.7 

148.7 

1038 • .5 

1635.4 
285.3 

1920.7 

201.7 

87.2 
10·6 

103.9 

648.7 

448.2 
2.2 

186.1 
12.3 

850.4 

70.8 

68.9 

147 • .5 
78.8 
s.s 

-5.2 

297.3 

1147.7 

0.23 

13.54.5 

339.0 

1015 • .5 

-66.6 
u.s 

1369.4 

269.7 

222.7 

222.7 

40.1 

82.7 

82.7 

3.52.4 

1285.2 
351.5 

1636.7 

184.9 

108.1 
4.6 

72.2 

96.6 
11·1 

752.9 

n.a 

75.2 

2.6 

279.5 

-5.3 

352.0 

1104.9 

= 
0.20 

1247.8 

471.0 

776.8 

4.5 
81.1 

1333.4 

1229.1 

1084.2 

1084.2 

45.0 

319.0 

1.548.1 

980.7 
496.2 

1476.9 



CAl' UAL SUI!SCltl PttuSS t'A't t'H.N'IS 

I IS!UJ : 'r;>_/ t'Jo.t lncrt!ases 
s., 1o:c t i ve Incr.,ase 
~enc ral lnc reas« 

!UA: SJ l.a 1 b Ou 1-4 
~ 

6 
7 

lfC: d) 

Sub-Total llauk Group 

llJ6: <lrdinary Capital 
l:oncessional Capital 

All!!: Ordinary Capital 
Conc.,ssional Capital 

!O'I.U. CAPITAL SUIISCRIPTl\J!lS 

u~ her 

v!ilER l !UL!lLA7£RAL 

tOTAL. t\Ul..TlLATI::RAL 

Multilateral OUA 
- As 4 of Total OUA 
- As 1 of GNP 

l!onk Group Subscriptions 
- As % of Total IJUA 
- As 1 of GNP 

IUA 
- As % of Total OOA 
- As l of CSP 

HE.~iU l'IDIS (fiscal 'to:ar) 

IDA ~ Note Deposits 

llJA 5 Calls ($111) 

Fb 

Vlllc. FLWS TO MULT!LATERAL INSTlTUTlOSS llY DONOR COUNT RY .tl_/ 
(Cdendar Years; USS oillion) . 

3.6 

l:.\.1:1 

)13.3 
) 

4.0 

13 
.03 

6 
.01 

s 
.01 

13.7 

n.2 

)51.0 
) 

7.2 

19 
.04 

' .01 

147.5 

24.1 
54.7 

68.!1 

26 
.06 

13 
.03 

13 
.OJ 

145.6 

14 7.1J 

22.7 

91.6 

75.2 

32 
.Ob 

13 
.OJ 

l3 
.03 

142.9 

109.7 
S.l 

117.8 

3.8 
18.9 

28.2 

111.0 

16 
.04 

7 
.02 

7 
.02 

149.6 

110.4 
2&.0 

~ 

ltl0.9 

3.11 
31.9 

20.3 
47.2 

92.0 

19 
.05 

8 
.02 

6 
.02 

310.4 

310.4 

8.9 

2.6 

l:ll. 7 
71.6 

1.4 
J5.6 

20.3 
60.3 

130.0 

11:1 
.o~ 

6 
.02 

6 
.02 

Jl0.4 

310.4 

42.3 

11.9 

61.2 
12 7.0 

H.1.0 

1. 4 
38.4 

20.3 
79.8 

19!1.0 

20 
.04 

10 
.02 

10 
.02 

310.4 

310.4 

100.0 

28.2 

43.0 
155.4 
32.0 

_H 

235.0 

1.4 
41.1 

20.3 
97.7 

22 
.06 

7 
.02 

7 
.02 

381.8 

152.9 

43.1 

29.7 
138. J 

1:1~. 0 

260:.~ 

l. 4 
43.9 

12.4 
116.\1 

23 
.05 

7 
.02 

7 
.02 

381.8 

157.8 

44.6 

l7. 5 
'J'J. ~ 

156.1 
1:!. 2 

2. 2 
4 7 .o 

12.4 
125. u 

23 
.06 

a 
.02 

7 
.02 

381.6 

1111.7 

33.5 

;).to 

). y 
t,] . ) 

l\/1. 2 
39.0 

2.1 
~0. 3 

12.4 
14~. () 

24 
.06 

8 
.02 

.02 

465.6 

711.9 

.!2. 3 
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Annex "A'' 

Japan: Official .Government Pronouncement On Increasing ODA 

1. New F.ive-Year Plan ·approve·d.· by . the Cabine:t in May 1977 noted 
the close relationships between Japan aAd developing countries, and stated 
that Japan should help their development efforts. 1/ The .list of plan 
targets to be achieved by FY1980 (Apri 1 1980 to March 1981) . included an 
Increase in the ODA to GNP ratio to "the level of other developed nations." 

2. Later in 1976, the Advisory Council on External Economic Cooperation 
.a 1 so recommended, .in a report to the Prime Minister, that the government 
~make efforts to raise the ODA to GNP ratio to the 1975 DAC average of 
~y 1980.1,/ 

3. The Prime Minister stated, in his policy speech in the Diet, that 
the government w·ould endeavor to raise the level of ODA 1:1close to that of the 
other major advanced nations .''J/ 

4. The representative of Japan at the ·ciEC meeting promised that Japan 
would ~o~ble the level of ODA in 5 years. 

5. ·Masao Fujioka, Executive Director of Export-Import Bank of Japan, 
made the following statement at the Seminar on Finance and Trade on April 24, 
1978: 

"The first, and very important form of cooperation, is 
Official Development Assistance. Notwithstanding the 

· large deficit budget and the situation wnere · even 
· domestic need cannot be met, the Japanese Government 
has pledged to double its ODA within the next 5 years, 
and efforts are being made to even surpass this goa1. 11 

ll Economic Planning Agency, Economic Plan for the Second Half of the 
1970s - ToNard a Stable Society, May 1976. 

];/ Advisory Council on External Economic Cooperation, "Reco.mendations on 
the Improvement of Official Development Assistance," August 31, 1976. 
The Council consists of individuals in the business and financial 
ccmnunities, scholars, and a few economic cooperation experts. 

1/ Attachment to the Tokyo Office B~lletin, No. 69, February ·10, 1977. 
The policy speech was delivered on January 31, 1977. 



0· TOKYO: ~apan ~ill double its official development aid over the 
next three years, ·the "Ni hon Kei za i11 reported today. 

Prime minister ~~-~-e~_F~~_u_q?l..~"Ji.JJ spell out this policy in his summit 
ta 1 ks wi tflpreslaent-cat·!er on Wednesda.Y;" the report said. 

The Japanese government p 1 ans to increase Japan's ODA from $1_,_1 05 
million in 1976 to at least $2,210 million or up to $2,500 million 1n 1 9[9, 
the daily said. ------ ------ ---------·--· ·· --

It said the government previously considered raising ODA amounts 
to $2,980 million in 1979, but the original plan for a larger increment has 
been given up on the grounds. that there is the uncertainty about the future 
of the yen's exchange rate. 

Press Report 5/1 /78 

-~- ·-----... 

7. Prime Minister Takeo Fukuda pledged . at his recent meeting in 
Washington with President Carter that Japan would step up the government's 
previous policy of doubling ODA in five years, the daily says. · 

./ 

But the newspaper says the Foreign Ministry has disclosed that the 
new promise has already been met as the fiscal 1978 budget has earmarked 
635.4 billion yen, or an equivalent of about $2.5 billion for ODA. ---- The conversion is based on the government's official exchange rate 
of 263 yen per dollar. The total in the U.S. currency, not.to speak of the 
latest higher exchange rate, is more than double the 1976 amount of $1.105 

· bi 11 ion, the "Ma ini chi 11 says. 

It quotes a Foreign Minis try offici a 1 as co__o_tf_rJ!li_ng__j n a . 1 ower __ 
].9!JSe _ COfTlf11itte~_t.~at th~ __ (jo_lJar_-qased ODA tota_l __ in fiscal 1976 is the bas~:. 
~r __ the doubl ing___g]_~g~.: '- ·- ·· ·. - · . lG-(1-b + h~ 

The "~1ainichi 11 says Prime Minister Fukuda was equivocal about this 
point when he made clear the upgraded policy. The Foreign Ministry was quoted 
as commenting it did not know whether Mr. Fukuda had been aware that there 
would be no need to introduce a supplementary budget to implement the new policy. 

Press Report 5/10/78 



8. TOKYO: Foreign Minister Sunao SC?_f]_qda _~9rr:ecte.cl a ministry statement 
. in Parliament that-the Japanese government would double its official development 
assistance over three years based on the amount in fiscal 1976, the "Mainichi" 
said today. · 

·The minister was quoted as telling a parliamentary panel there was 
an understanding among other ministries that the two-fold increase was. based 
on the dollar-converted ODA amount in fiscal 1976. But this would run into 
public criticism, Mr. Sonoda said. -- -- ----

"The Foreign Hi ni stry \'li 11 do its best in daub 1 i ng . ODA over three[ 
yedad~s after .y _sca 1 1977 ba ~_e9 on the actu~!_:_~ _ ~~," he was quoted as ·) 
a 1ng. F /l 

'( ....._ , I • . ' ' . .J \.~· ....... 

Mr. Sonoda told the panel his ministry would call for a supplementary 
budget to provide additional ODA, the "Mainichi" ·said. 

Press Report 5/1.1/78 
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WORLD BANK I INTERNATIONAL FINANCE CORPORATION 

May 16, 1978 

Mr. Koch-Weser: 

Japan's ODA 

Attached . is the note Mr. McNamara requested 
on Japan 's ODA for inclusion in his Press Brief. 
We have kept the statement fairly low key in 
order not to offerrl Japanese sensitivities un
necessarily, while still making the p:>ints he 
wished to make. Also, in view of Japan' s rela
tive! y recent e:nergence as a developed country, 
w= think it inappropriate to measure its pe.r
fonnance by the standards one might apply to 
other industrial countries. 

K. Geo..e;;; Gabriel 

Attachment 
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Japan's ODA 

1. The World Bank is encouraged by Japan's commitment to increase 

ODA, expressed in strong and repeated statements by top government officials. 

During his recent visit to South East Asia, the ~nister of International 

Trade and Industries .promised that Japan would double its ODA irr three years. 

The budget proposal of the government for FY78 (April 1978 - March 1979) 

contains appropriations for ODA amounting to ¥635.4 billion (US$2.8 billion 

at an exchange rate of ¥225 per US dollar), 15% higher than the ODA appropria-

tions in the FY77 budget (the Tokyo Office Bulletin, No. 81, January 31, 1978). 

The intention of the government to improve the ODA terms is reflected in a 90% 

increase in the allocation for bilateral grants (excluding technical assistance) 

from ¥30.6 billion in the FY77 budget to ¥58 billion (US$258 million at ¥225/ 

US$), with the share in the total ODA appropriation rising from 5.6% in the 

FY77 budget to 9.1%. 

2. We are projecting that .Japan's ODA will reach 0.30% of GNP by 1980. 

Our analysis of the Japanese economy, balance of payments, and fisc~l position 

indicate that Japan would be able to achieve this. Moreover, there is support 

from the public for increas~s in ODA. We have learned that in a recent public 

]

opinion poll conducted by the Asahi Newspaper, 61% of the respondents expressed 

the view that Japan should strengthen its ODA performance. 

3. However, the actual ODA performance appears to suffer frQm diffi-

culties in increasing disbursements. In 1977, the volume of bilateral loan 

commitments alone rose 62.6% over 1976 and reached ¥3~0.7 billion (on an 

exchange of note basis), equivalent to 0.21% of GNP, but the net ODA disburse-

ment during the year is estimated as only about 0.20% of GNP, compared to 0.25% 
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in 1974. We do not know what the sources of the · difficulties are, but three 

factors are likely to be contributing to the . problem: 

4. 

(a) the weakness of aid administration; 

(b) the time-consuming procedures that prevent quick responses 
to unexpected changes in the requirements of developing 
countries; and 

(c) the emphasis placed on financing the foreign exchange costs 
of projects. 

We believe that these problems are largely attributable to the fact 

that Japan has had relatively little experience with development assistance. 

IBRD should express willingness to cooperate with the government towards 

solving disbursement problems. But improvements appear to be required also 

) 

in the aid administration. 

solely responsible for development assistance. 

At present, the government has no cabinet member 

The · experience of other 

countries suggests that the creation of such a position is conducive to 

strengthening aid administration. 

5~ The low levels of ODA disbursements in recent years appear also 

attributable to unexpected developments in the world economy. High rates of 

inflation have caused considerable cost overruns in development projects. Our 

analysis suggests that some countries had to delay or suspend projects 

assisted by Japan because the original agreements had contained inadequate 

provision for contingency and the time-consuming ODA procedures prevented 

quick supplementary funding. 

6. Moreover, developing countries' capacity to absorb aid designed to 

finance foreign exchange costs of projects has weakened in recent years. The 

rates of economic growth have declined in the majority of developing countries, 

and therefore, their capacity to generate domestic savings suffered. Their 
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capacity to secure financing for development projects is further constrained 

by increasing claims of external debt service payments on their limited 

savings. 

7. We have learned that some steps have been taken to reduce 

constraints on ODA disbursements, including increased allowances for con-

tingency and greater flexibility towards local cost financing and program 

loans. 

Financial Studies Division, P&B 
May 16, 1978 
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'JAPANESE STAFF IN ·tHE 'BANK 

Tokyo Office 
May 10, 1978 

There are ~5 Japanese professional staff in the . Bank. · This is only 
1.5% of the total number of professionals (2,284). Unfortunately, there are 
only two staff on the director's level and 83% of them are L level or lower.!/ 

Problems of Recruitment 

The main problems are: 

(i) the virtually universal "life long career" system whereby Japanese serve 
only one employer from leaving school until retirement, thereby ·giving 
the individual total security but lead~ng to a total immobility of labor. 
This long entrenched custom is further reinforced by the compensation 
structure and a · rigid seniority system. There are very few signs of 
change and then only among the younger, inexperienced employees. Thus, 

I the main form of r~cruitment is 3 year fixed term appointments with leave 
of absence from their employer; 

(ii) the lack of reasonab li$h, particularly among the older, 

(iii) 

more experienced staff who constitute some three quarters of our total 
recruitment needs. The Bank provides language training but there are 
limits, particularly for those on relatively short fixed term appoint
ments, since ma~agers have an understandable preference for recruits who 
can become fully operational without delay; 

at this age in Japan; 

(iv) differences in work environment. The Japanese are most effective in a 
highly structured organization with ri id lines of communication. The 
fact that our operating staff in particular operate largely in ependently, 
especially in the field, and the Bank's emphasis on performance rather 
than seniority run counter to the Japanese concept of organizational 
behavior; 

(v) except in the case of technical specialists, the Japanese emphasis on the 
generalist (to a far greater extent than the British) with automatic 

!/ Statistics on the Japanese Staff are in Table I. 
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rotation, usually to a completely different type of ass.ignment, .every two 
years makes it difficult for Japanese ·. to acquire the depth of e erience 
we seek ~.g. in financial analysis. This is compounde in elitist nsti
tutions, such as the Ministry of Finance, · by the ·. concentratiort of their 
recruitment on graduates of the prestigious To yo Universit Law School 
with little or no economics or financial train~ng. 

the cultural shock, especially for families, of adjusting to the Wash~ngton 
env onmen • s is made worse by the lack of a Japanese school, the 
nearest day school being in New York and the· n~axest! . boarding: s'chool·' in 

'

England. In most cases the desire to return home after a few years in 
Washington is very strong. 

(vii) status. Some otherwise first class Japanese will not consider a position 
below the rank of Division Chief or higher despite their lack of suitabil
ity for appointment directly to that level. 

Recruitment Strategy 

In these circumstances normal recruitment devices such as advertis~ng 
are fruitless and personal contacts are essential. Thus, for the past several 
years our recruitment efforts have been mainly directed to: 

(i) the Youn Professional Pro ram. 10 of the 36 Japanese now on board entered 
through the rogram in FY78 alone). About two-thirds have completed « their education outside Japan; for the remainder we have taken 2/3 years 
relevant work experience as equivalent to a post graduate ~egree which is 
a normal criterion for the Program. The flow of candidates is increasing 
as a result of promotional efforts to universities in Japan and overseas. 

(ii) obtaining experienced staff on fixed term appointments. This is extremely 
time consuming, involving first persua ing top personnel executives (who 
typically command greater weight in Japan than i~. usual in the West) or 
general management of the benefits to their institution from releas~ng 
first class people for a period in the Bank. This requires repeated visits 
at least annually, partly because such is the Japanese custom but partly 
because the incumbents change frequently under the automatic rotation 
system. Only then is it possible to ~ to identify qualified staff from 
the institution. This frequently requires tactful handling since the 
rejection of a candidate officially proposed can cause serious "loss of : 
face" to the employer as well as to the candidate. Essentially the same 
approach is used for Ministries and other public sector organizations and 
for the private sector (e.g. Mitsubishi, Kansai Electric, engineering 
companies, consulting firms etc.) The need to rely heavily upon fixed 
term staff sharply increases the recruitment burden. In FY78, for example, 
the Bank has so far recruited 7 staff and IFC 1 but we have lost 6, 4 of 
whom had completed their 3 year appointments. 

The all powerful Ministry of Finance is extremely helpful to our efforts 
and Matsukawa himself is fully aware of the difficulties, although his less knowledge

~ able political masters may well press for far greater recruitment of Japanese, 
~ including one or two VP or Director levels. 



Table I 

STATISTICS ON THE .JAPANESE STAFF 

A. Professional Staff (Bank) on Duty as ·of :June 30 

1968 1972 1973 1974 1975· · ·1976 ·1977 1978(Es.t) 

No. 5 28 28 28 ·28 34 35· 36 

%of total 0.7% 1.8% 1.7% 1.6% 1.5% 1.7% 1.5% 1.5% 

The number in IFC has been 1 except in 1976 & 1977 when 0. 

B. Professional . Staff by Level: Bank & UNHQ as of March 31, 1978 

TOTAL ·TOTAL 
PAD 

Level g_ p 0 N M L K J A-I 
-1/ -2/ 

Bank 2 1 3 14 14 2 36 29 65 
~I 

UN HQ 1 1 8 12 13 6 4 45 14 59 

1/ Of which 6 women 
2/ Including in Tokyo Office: Bank 4 UN 7 

c. Promotion of Professional Staff (Bank) 

1972 1973 1974 1975 1976 1977 1978 
1/ 

No. 9 3 8 3 5 8 4-

% of all 
Promotion 3.0% 0.9% 2.6% 0.8% 1.9% 2.7% 2.0% 

!/ To March 31 



Name 

Tarao Maeda 

Willem Struben 

Tamio Kobayakawa 

Keiko Atsumi (Mrs.) 

Keiko Akatani (Miss) 

Kiyoe Nakahashi (Miss) 

Kazuko Tojima (Miss) 

Saburo Yamaguchi 

Sadako Yokota (Miss) 

Yumiko Baba (Mrs.) 

Kumiko Asai (Miss) 

Tokyo Office Staff 

Position 

Director 

Deputy Chief of Mission 

Capital Market Specialist 

Senior Information Officer 

Secretary/Administrator 

Secretary 

Secretary 

Driver 

Part-time Consultant 
(Japanese editing) 

Part-time Translator 

Secretary - Temporary 

Tokyo .Office 
May 6, 1978 

Date of Joining 

July 1975 

June 1970 

June 1977 

November 1971 

July 1976 

June 1974 

April 1972 

October 1970 



Telephone Numbers 

Tokyo Office 

Residence 

Mr. Maeda 

Mr. Struben 

Mr. Kobayakawa 

Mrs. Atsumi 

Miss Akatani 

Miss Nakahashi 

Miss Tojima 

Mr. Yamaguchi 

Miss Yokota 

Mrs. Baba 

Imperial .Hotel 

Tokyo Office 
May 6, 1978 

03 (214) 5001 

03 (214) 1001 

03 (445) 5842 

03 (952) 0596 

045 (472) 9517 

03 (586) 0560 

03 (353) 1513 

03 (957) 8615 

03 (649) 4328 

03 (308) 2835 

03 (447) 4051 

045 (621) 1592 

03 (504) 1111 
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Remarks of Robert S. HcNamara 
To the Press Club of Japan 
Tokyo, Japan,- June 8, 1978 

DRAFT 
Nay 24, 1978 

~ "~ ~~-~~+-t 
It has been nearly five years since I last '~~ Jap~ . 

{\ 

Seeing its vitality then, I ;;.;ras convinced that this country ~Tould 

become one of the fin~ncial center~ of the world. I am pleased to see 

that BY i m?ressions of five years ago have turned out to be correct. 

In the interval, the world was, of course, faced with the 

so-called "oil crisis" 1.\<hich -- together with related events --

-· 
triggered off the most severe economic readjustment since 1\forld \·!ar II. 

It is not difficult to imagine the enormous impact it has made on Japan, 

in view of its very heavy · reliance on imported oil. That Japan has been 

able to overcome these major economic disturbances in just three years 

time is itself eloquent testimony to the drive and determination of the 

Japanese people. 

Needless to say, reconstruction of the Japanese economy, which 

had been completely demolished in \.Jorld \.Jar II, required extraordinary 

efforts. Japan's industrial production started from zero in 1945. You 

recoverc3 to the pre-war level by 1960, and after a decade of vigorous 

growth, :you have become one of the '\vorld 's strongest economies. It is littfe 

wonder ~;at it is called a miracle. 

Now, there are four principal points I would like to discuss 

briefly ~ith you this afternoon. 
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First, the relationship the World Bank has had with Japan; 

Second, the current economic situation in the developing world; 

Third, \vhat needs to be done to address that situation; 

And, finally, J a pan's o~~ role in assisting the roughly 100 

countries and the two billion people of the d eveloping world. 

In looking back over the history of the World Bank, the c ase of 

Japan is unique. 

Japan b e came a sember of the Bank in 1952. Bet·h~ een 1953 and 

1966, the \{orld Bank made 31 loans to Japan totalling $862 million. As 

you kno\v, among other i mportant projects, these loans helped finance the 

new Tokaido Raih-1 ay and the Tokyo-Kobe Hight·;·ays. I c.m delighted to see 

that these facilities continue to make significant contribution to your 

domestic economy. 

The fact that we were able to play a role in assisting in the 

reconstruction of the Japanese economy is a source-of pride to us in the 

Bank. Japan is in fact a model of what \o."~"e would like to see happen else

where in the world. For in the time-span of a single generation, Japan 

has moved from being one of the Bank's largest borrowers to one of the 

Bank's largest suppliers of capital. Japan is indisputably the Bank's 

model graduate. 

And Japan itself has clearly benefitted from this. As o£ June 30, 

1977, expenditure in Japan by Horld Bank borro'to."'ers for equipment to be 

used on projects financed by the Bank totalled more than $2,994 million. 

This illustrates Japan's keen sense of competition and its ability to 

take advantage of the irr~ense market potential in the developing world. 
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In 1969, the Bank began its borrmvin:g program in Japan~ \,7hich 

has ncf..1 becone one of our largest. As of today, the Bank has borr6\..red 

from both the Bank of Japan, and the public market, a total of ¥761 billion, 

of which ¥598 billion is outstanding. By today's conversion rate, this 

is more than $3 billion, and accounts for approxiP..ately 11% of the Bank's 

total outstanding obligations. 

Further, Japan has strongly supported the International Develop- . 

nent fi~sociation (IDA), our affiliate institution which -makes GVailable low 

interest, long naturity credits to the poorest developing countries which 

cannot afford conventional Horld Bank terms. IDA resources are derived 

principally from contributions by the Bank's affluent member countries, and 

are peri-odically replenished. Since _ the founding of IDA, there have been 

five replenish-c~ents of its resources. In the last D;.;o replenishments, Japan 

contributed more . than f the total d~spite the f~scal deficits it had at 

~:"".:e time. lffiat is more, Japan has al'\·tays been among the first countries to 

enact IDA legislation~ and to accommo~rte us with advance contributions. r ;o, 
Though Japcn currently has about a ~ share in the votes in the Bank~ it 

bas accepted a much heavier responsibility than this voting share would 

indicate. I will return to this point later. ' 

But Japc.n' s contribution -~o the Horld Bank is more than just 

financial. The Bank has learned a great deal from Japan's own development 

ef~erience. Your productive small-scale agriculture, your fisheries, your 

efficient s~all-scale industries, as well as your success in family planning, 

I 

can all ser.-e as models for developing societies. The Bank has made studies 
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on Japan's development experience, and \ve are applying the lessons we 

learned in our advice to mewber governments. 

So there can be no question that the relationship bet~een the 

Porld Bank and Japan, over the past quarter of a century, has not only 

been mutually beneficial, but has significantly helped to serve the needs 

of the developing 'Y.7 0rld at large. l7e i Th-:icnsely value the support the 

Japanese people, and their government) have given the Bank, and \ve continue 

to count strongly on it. 

Now, let me coiT!Tient briefly on the current economic situation in 

the developing countries. 

It is of course affected by the situation in the industrialized 

world. 

As you know, the progress of the OECD nations in adjusting to 

the shocks eA~erienced in the mid-1970s has been uneven. Their initial 

recovery from the recession in 1975 proceeded more smoothly than many 

observers had expected. But beginning with a brief pause in 1976, and 

then again in a more pronounced way during 1977, their economies seemed to 

lose momentum • . Growth in their output and in their international trade 

during 1977 was \vell below historical norms, and also below what had been 

anticipated as recently as a year earlier. 

In ~~ny of . these industrial countries, growth in domestic demand 

has also been disappointingly slow, and has left unused a considerable part 

of these countries' productive capacity. Moreover, the modest growth which 

has been achieved in the past two or three years has been accompanied by 

p e rsistent and increasingly severe imbal&ices in their international 
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payr.1ents, imbalances ""hich have confronted policy-makers ,,Tj_ th the 

difficult task of striking an appropriate balance a mong do~estic 

priorities and international responsibilities. 

Tnese countries are r~king great efforts to recover from the 

global recession. But there are inherent dile~as in this. If an ex-

. pansion policy is pursued, inflation may follow. Tnis creates worsening 

i cbal&nces in inte~uational payrrents. ;~d the severe i~0alances make 

it difficult for deficit countries to adopt an eA~ansion policy. 

The problems of the industrial \..rorld act to co~pot!Ild the 

already difficult economic issues faced by the developing countries. 

As I pointed out last year in '{ashington, the developing world's 

economic record during the past quarter century had been i~pressive. It 

surpasses the performance of the present industrialized nations -- other 

than,of course, Japan -- for any comparable period of their own development. 

Fut the high average rate of economic growth in the developing world achieved 

over these 25 years obscures significant differences between countries, and 

within countries. 

T:1e ?Oorest nations among them, mostly in South Asia and sub

Saharan Africa, have done only half as well as the group as a whole. And 

the econo~c gains in all the developing countries have too often failed 

to reach t~e poorest individuals in their societies. Roughly 40% of the 

total pop~ation of the developing countries the Bank serves -- some 800 

million pe:ople -- are neither contributing significantly to the economic 

growth in t~eir nations, nor sharing equitably in its benefits. These 

. .t 
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are the absolute poor. In most developing societies they form a huge 

group at the lo~er end of the income spectrum. 

Economic growth is a necessary condition for developwent in any 

society, but in itself it is never a sufficient condition. And the reason 

is clear. Economic growth cannot assist the poor if it does not reach the 

poor. 

The absolute poor are tho~e trapped in conditions so limited by 

illiteracy, malnutrition, disease, high infant mortality, and low life 

e:>..-pectancy as to be denied the very potential cf the genes with which they 

were born. Their basic huwan needs are simply not met. 

It is not a scene that any of us here -- so favored, so fortunate, 

so surrounded ln our personal lives by privilege and advantage -- can 

contemplate without compassion and resolve. 

He must try to grasp the magnitude of this poverty. Of the two 

billion people in the developing world: 

1.2 billion do not have access to safe drinking water, or to 

a public health facility; 

700 million are seriously malnourished; 

550 million are unable to read or write; 

250 million living in urban areas do not have adequate shelter; 

hundreds of millions are without sufficient employment. 

Host tragic of all, almost half of the two billion are children 

860 million are under the age of 15. They are the chief hope of their 

societies' future. And, yet nearly 50% of them suffer from some debilitating 

disease likely to have long-l~sting effects. Well over a third of them are 
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undernourished. And 290 million are not in ·' school. 

The blunt truth is that absolute poverty today is a function 

of neglect -- and of our neglect in the affluent world as much as of 

anyone's. 

Poverty .tends to perpetuate itself, aad unless a deliberate 

intervention is designed and launched against its internal. dynamics, it 

\..~11 persist c.nd gro\-l. 

The responsibility for such an effort lies, first of course, 

~ith the gove~~ments of the poorest countries thew$elves. It is clear 

that no degree of outside assistance can solve the internal problems of 

social inequity in developing countries unless the gove1~ments of those 

countries themselves are willing to take the steps that are necessary. 

-~ outstanding example of success in this natter can be found, again, 

here in Japan, v.-rhich has \vorked so hard to rebuild its war-shattered 

society. Japan has clearly demonstrated that social equity and economic 

cevelopnent are corepatible. 

If we are to e"A-pect, ho\vever, the developing countries to 

'~dertake these efforts -- efforts that often call for a great deal of 

?Olitical courage and leadership -- it is essential that the affluent 

~ations must themselves provide more support for poorer nations. 

The international community must help the developing countries 

":o meet such objectives. There are two principal . ways that help can be 

:;:·rqvided: 
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(1) Through financial assistance: 

(a) by additional transfers of concessional finance 
to the poorest countries; 

(b) by eA~ansion of the flow of capital from both 
public and private sources to the middle-income 

cou..ntries; 

(2) TI1rough eApanding the opportunities_ of the developing 

countries to earn more foreign exchange through eAports. 

I hc.ve spoken frequently on these matters, and all of you here 

are familiar with the overall case. 

Let me, nov.T, . briefly mention ·Khat role the '·7orld Bank has played 

in assisting the developing countries. 

ccn only be a part of the la~ger effort of the international comillunity as 

a '~~ole, it has not been insignificant. From its inceptio~, through 

FYl977, the Bank Group has loaned over $50 billion. It plans to commit 

an c.dditional $8.5 billion during this fiscal year. And it is reasonable 

to e~~ect that the Bank Group will begin the decade of the 1980s at a level 

of O?eration in excess of $10 billion per year. 

In recent years we have greatly increased our efforts to help the 

p~~~2st of the developing peoples advance economically. This can only be 

c ~~~ by helping them to raise t~eir productivity. Since most of the poor 

: ~~e in the rural areas we have given increased attention to rural develop-

==-=.::. In northern Nigeria, in Hest Bengal, in Hali, Tnailand, Kenya, 

==-~=~eastern Brazil, southern Sudan, Upper Volta, and many otl:er places 

:.:..=:. ~ne developing world ,.;re are helping to design and finance rural develop-

===~ projects targeted specifically to increase the productivity of the 



- 9 -

subsistence farQer. 

Tailored specifically to local needs, these projects put together a 

broad mix of economic ingredients: feeder roads, rural electrification, 

functional lit-eracy programs, veterinary stations, scall-scale irrigation, 

storage 2nd marketiD~ facilities, health and family plcnning clinics -- the 

content of the pacl~ge varies, but the principle remains the same ever)~~here: 

involve the poor, invest in their potential, enhance their pr~ductivity. 

Now, as I pointed out in my address to the Board of Governors at the 

l\rorld Bank's Annual Heeting last September, a prerequisite for a more effective 

approach to the many developllient problems that face our member countries --

and which have been under discussion recently in ~any international forums -

is a better understanding of the impact of internal and external policies on 

social and economic issues in these countries at different stages in their 

development. 

Accordingly, as a first step in what we expect will be an ongoing 

assessment of development problems, we have undertaken in the Bank what has 

been termed tbe World Development Report. Its objective is to integrate 

the diverse components of development experience into a more understandable 

pattern; to ~~plore and evaluate the critical linkages am~ng such components, 

linkages t~=t often interact in strongly supportive or seriously disruptive 

ways not rc=cily apparent; and to provide an analysis of the costs and benefits 

to both de7~:oped and developing countries of alternative ways of dealing with 

the princi~ -~l development issues. 
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~e have undertaken this analysis becau~e despite the many uncer-

tainties about the future, decisions @USt in fact be made by our m~~ber 

goverpr-ents day after day. The ~orld Bank, with its broad-based me~bership, 

its broad experience with the develop@e.nt problo-ns faced by these goverp..ments, 

and its daily involvement 'h' ith investment choices, is in a unique position 

lto see the interrelationships between the major co2ponents of the developoent 

process. To the extent that these components are more clearly understood, 

the Bank itself, and its member governments individually, will be able to 

cooperate more effectively in reducing the worst aspects of poverty, and in 

integrating their economies into an international fra~e\vork that will provide 

an environment of enhanced and continuing gro\~th for all its participants. 

The World Development Report has just been distributed to our Board 

Executive 
ofjDirectors and will soon be considered by them. l·Je would then plan to 

submit it to the Development Corrnnittee for discussion at its Hinisterial-

level neeting in late Sept~ber. ,::·'~ 

Not every development issue can, of course, be dealt with in this 

initial report. But as the work proceeds, and as more issues and problems 

are analyzed, _it can provide a continuing basis for reviewing development 

progress _in future years. The report will be revised annually as new data 

and new knowledge emerge, and it will be available for discussion by govern-

ments and in appropriate international forums. 

Let me turn, now, to the role that Japan can, and is expected by the 

world, to play in today's situation. As Japan is now in a very privileged 

position, it can contribute to development in a number of important \-lays. 
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First, there is the issue of Official Development Assistance. Admit-

tedly, Jc.pan's past level of 0 ood deal of room for improvement. 

Ho~\~ever, y,~e in the Bank have been a\~~are that as a relative ne·hTcomer to the 

rank of donors, c.nd with oany pressing domestic decands as yet unfilfilled, 

Japc.n has r:ade c.n impressive effort. 

double 

1980. As a per cent of GNP, v.Te estj_mate ODA would increase from 1977 

2hlong the lowest of any of the 17 OECD countries-- to approximately~ n 

1980. 

In addition, the recent and rapid evolution of the Tokyo capital market 

has enabled -- and will increasingly enable -- the middle-income developing 

countries to mobilize financial resources there through private channels. As 

we all know, greater access to capital markets has been one of the most urgent 

requests lliade by these nations. 

Further, during the past two days' discussions with a wide range of 

Japanese officials, I was pleased to receive the impression that the Government 

is determined to stimulate the domestic economy so as to accelerate the recovery 

from the protracted recession. The 7% growth target, set out under the leader-

ship of }fr. Fukuda, is very encouraging. 

he all know that Japan's economic growth has a tremendous impact on 

the ~orld's economy. No country is in a better position to appreicate the 

interdependent nature of the world's economy than Japan. In 1977, the 

developi~g countries accounted for almost 47% of Japan's exports. And Japan 
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in more dependent on imported natural resources . than any other major ineustrial 

country. 

These linkages indicate that the health of the Japanese economy is 

affected by "What happens in the LDCs. Their advance, therefore, can ,,,ork 

to Japan's advantage. Some have suggested that Japan can act as a "loco:::!lotive" 

to stimulate gro\vth in the OECD countries. But ~hat is often forgotten is 

that the developing countries can serve as "locomotives" as \-;ell. The fact 

is that they offer export markets larger than those of \\estern Europe, 

Eastern Europe, the Soviet Union and the Peoples Republic of ~nina combined. 

In this context, the "global new deal theory", no\o.T being discussed in Japan, 

is of great interest to us in the Bank. 

For, despite their own domestic problems, if the developed nations do 

not make available a more realistic degree of develop~ent assistance to the 

LDCs to alleviate the difficulties of the developing ~orld, there is a danger 

of further shrinkage in the world's economy. 

In its relations with the Bank Group, in particular, Japan has been 

more than cooperative. We in the Bank highly esteem the fact that Japan's 

recent IDA contribution of over 10% far exceeds its voting share in the IBRD 

of about That too, is an indication of Japan's genuine concern with the 

moral issues of development assistance. Let me emphasize that we are very 

grateful for Japan's cooperation. 

Needless to say, many factors other than economic determine subscriptions 

and voting rights in international organizations. A gradual increase is being 

made in the IBRD in Japan's voting rights in order to more fairly represent 
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your economic strength. I, for one, am convinced that given Japan's sincere 

determination to improve its Official Development Assistance both ·quantitatively 

and qualitatively, Japan should eventually accomplish its objective of 

"harmonization". 

The ~agnitude of Japan's current account surplus has been a major 

international concern. There are those who believe that Japan must attain 

a prompt equilibrium in its current account balances. But in view of Japan's 

economic structure, reducing the current account surplus overnight is, under

standably, infeasible. 

Japan's decision, ho\·;ever, to first attain equilibirum in the basic 

balance, in part through recycling a portion of the current account surplus 

into development assistance, is both feasible and welcome. 

By extending more ODA, by increasing capital exports, by greater overseas 

investments, and by providing greater access to the developing countries 

into the Tokyo capital market, Japan is contributing positively to the economic 

progress of the world. But as I mentioned earlier, Japan's contribution should 

not be confined to financial assistance alone. As a ?ynamic example of 

economic progress and social equity, Japan's unique experience should be made 

available as Yell. 

We are confident that Japan can attain the goal to double its ODA in 

three years. And we in the Bank stand prepared to cooperate with your 

Government in its efforts to achieve that goal through increased co-financing 

arrangements in Bank projects. 

I personally am convinced that, given Japan's determination, it will, 

in the long-term, do even more than double its ODA. During the past two 
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days' discussions, I '~as most happy to discover that the strong resolution 

to increase ODA, even under the circumstances:· of deficit financing and the .. 

protracted recession, is supported by all circles -- government, 

business and the press. There are very few indu.strial countries v.~here such 

g eneral goodwill towards development assistance exists. I am confident 

that this goodwill i~ Japan will soon be transfori ; d . into a strong national 

consensus. 

I am very happy to have made this visit to Japan. It has given me 

the opportunity to e..xchange vie'\vs, to observe your sincere commitment to the 

task of development assistance, and to be reassured of your wa1~ support for 

the World Bank Group. 

I 
Let me conclude by adding that we are always looking for a larger 

number of Japanese nationals on our Bank ~aff. He deeply value the ones 

we have. And we 'vould like to have more. 

Thank you very much . for inviting me here to the Press Club. It is a 

pleasure to chat with you. And I would be happy now to try to answer any 

questions you may have. 

') 



Anticipated Questions at the Press Luncheon 

Please refer to the background brief on the press lunch. 

1. 

. 2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

Considering the low level of Japan's overseas aid, do you think Japan 
could contribute more to development efforts? 

Do you have any requests for the Japanese Government regarding the 
issue of development efforts? 

In what way could Japan cooperate with the World Bank? · 

What do you think of the Carter Administration's aid policy as it 
to human rights? 

During your terms of office, the Democrats and the Republicans have 
taken turns in the American administration. Has that influenced the 
Bank in any way? 

What is your view on development aid to Asia and the Bank's relationship 
with the ADB concerning this issue? 

What would you say to Japan·• s continued surplus . in the BOP? 

What is your long-term perspective on the Japanese economy? 

May I have your comment on the generally low level of ODA? 

10. How effective, in your opinion is the UNCTAD in promoting North-South 
Dialogue? 

11. Recently the Bank seems to have shifted more emphasis on ~gricultural 
credit. What has brought this change? Will it continue to be an 
important component in the Bank operations? 
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Anticipated Questions at TV Interview 

Please refer to the background brief on NHK and Studio 102. 

1. I heard that you usually work for 12 hours a day from 7:30 a.m. to 7:30 
p.m. Is that true? 

2. Does this mean how busy it is to be the President of the World Bank? 

3. I believe that the Japanese government, the press, and the economists are 
aware of the importance of development aid and Japan's responsible role 
in it. Unfortunately, it is often difficult for the average public to 
understand aid problems. For example, I hear that you are having 
difficulty in obtaining the congressional support in the U.S. In order 
to mobilize support of the peoples in the industrial countries, what 
sort of measures are effective in your opinion? 

4. There has been a report that the U.S. government has requested Mr. Fukuda. 
to increase Japanese aid via _mo~e co-financing through the Bank. Is your 
visit to Japan this time connected to this issue? 

5. Lastly. may I ask for your brief message to the people of Japan? 



INTERNATIONAL BANK FOR l 
RECONSTRUCTION AND DEVELOPMENT 

TOKYO OFFICE l INTERNATIONAL DEVELOPMENT 
ASSOCIATION 

OFFICE MEMORANDUM 
TO: Mr. Robert S. McNamara 

FROM a Tarao Maeda 

SUBJECTs Most recent ·information 

1. · ·Politic4l ·scene 

DATE a June 5, ·.1978 

Letter No. 86 

Prime Minister Fukuda was able to overcome one of his most 
serious political chali~nges by opening Narita Airport. He now faces 
another controversial issue, the resumption of negotiations with China 
on a peace treaty including an "antihegemony clause." He recently 
decided to resume the negotiations at the earliest poss.ible time 
despite strong opposition from rightists in his Liberal Democratic 
Party. He intends to, if possible, submit - the agreement to the extra
ordinary Diet session for ratification this fall. 

As to the Summit talks in July, government officials expect 
that, as' far as the North-South issue is ·concerned, Japan will be · 
criticized for her poor aid performance in 1977; however, the officials 
do not yet know figures from other OECD countries. · · 

2. · · Ecortoiidcs 

Recent economic data have been encouraging: 

(a) GNP rose 2.4% in real terms over the January-March period 
compared to the previous quarter. It was the sharpest 
quarterly increase since a 3.4% leap in the first quarter of 
1973. Leading this solid growth were consumer spending 
with 2.1%, government fixed investment with 2 •. 4% and exports 
with 7.5%. The 2.4% quarterly growth was equivalent to an 
annual rate of 10%, which means . that GNP will grow at 7% in 
FY1978 if it would gain 1.75% each in the coming four quarters. 

GNP. growth in FY1977 thus increased to 5. 4% in real terms, 
slightly better than the governmentk estimate of 5.3%.!/ 

(b) Industrial production in FY1977 increased by 3.2%, 0.6% more 
than originally estimated by the government; 

(c) Consumer prices increased by only 3.9% over the period April 
'77-'78, the lowest rate since October 1972; (In Tokyo, prices 
increased by 4.3% on an annual basis in May, the fifth consecu-
tive month with an increase of less than 5%.) and · 

(d) Department store sales indicated a slow but steady growth of 
personal consumption this year, increasing by monthly 3.4%, 
4.7%, 5.6%, and 6.2% respectively over the p~riod January
April. 

!/ The updated figures for FY1977 are in Tables I and ·III. 



Mr. Robert s. McNamara - 2 - June 5, 1978 

Minister Miyazawa recently again emphasized that : 

(i) the GNP growth rate of 7% for FY1978 will be achieved; and 

(ii) the balance of payments' current account surplus will be · 
reduced to some degree. Export growth will decline because 
of the appreciation of the yen and administrative control 
measures, but import growth is not expected to increase much 
(at May 31, Japan's ~oreign exchange reserves amounted to 
$27.7 billion). 

However, private forfcasters still doubt that the 7% target will be 
achieved. Although some research agencies have slightly upgraded their 
growth estimates, these still range around 5'% (Nikko increased its esti
mate from 5.1% to 5.3% and Nomura from 4.6% to 5.4%). In addition, the 
unemployment rate increased in April to 2.20%, the highest since August 
1959. 

3. Financial Operations 

The Asian Development Bank has decided to float a .bond issue 
in Tokyo. The issue in June will amount to ¥15 billion, with an interest 
rate of 6.3%, a price of 99.75, and a maturity of 15 years (12.3 years on 
ave:r:age). 

cc: Mr. William Clark . · 

Attachments 



Table I (updated) 

JAPAN: BASIC ECONOMIC DATA 

FY72 FY73 FY74 FY75 FY76 FY77 FY78* 

Economic Growth Rate (Real) 9.8% 6.4% -0.2% 3.4% 5.7% 5.4% 7.0% 

Growth Rate of Government 12.9% -8.4% 2.2% 7.8% 1.1% 15.9% 16.2% 
Fixed Capital Formation (Real) 

Growth Rate of Private 8.4% . 13.9% -14.5% -9.3% 5.4% 1.0% 6.7% 
Equipment Investment (Real) 

Balance of Current Account 6 •. 2 · -3.9 -2.3 0.1 4. 7 14.1 6. 
($ Billion) 

Foreign Exchange Reserves 18,125 12,426 14,152 14,182 16,997 29,208 
($ Million) 

Wholesale Prices Increase 3.2% 22.6% 23.4% 2.1% 5.8% 0.4% 2.7% 

Consumer Price Increase 4.5% 11.7% 24.5% 11.8% 9.3% 6.7% 6.8% 

Wage Increase Rate (Nominal) 16.5% 21.9% 29.1% 12.4% 12.1% 6.1%* 

Unemployment Rate 1.4% 1.3% 1.5% 1.9% -2.0% ( 2.1% 

Mining & Manufacturing 10.1% 12.4% -9.7% -4.4% 10.8% 3.2% 6.8% 
Index Increase 

* Government estimates 



) 

FY76 FY77 
Actual Actual 

(¥billion) 
Private 

Consumption 96,173(3.9%) 3.6% 

Private Fixed 
Investment 34,961(4.2%) 1.6 

Housing 12,284 (1. 6%) Z.8 

Equipment 22,677(5.4%) 1~ 0 

Government Current 
Expenditure 18,422(2.8%) 4.5' 

Government Fixed 
Assets Formation 14,926(1.1%) 1~'.9 

Increase in 
Inventory 3,258(47.6%) - 0.04 

Total Doemstic 
Demand 167,739(4.2%) 4.3 

Overseas Current 
Surplus 1, 4 7 0 ( 4 0 . 2%) 2 5 .-8 

Exports 24,578(17.4%) 8 .5. 

Imports 23,108(9.4%) 0.7 

GNP 169,209(5.7%) 5.4: 

Reference: 

Current account 
of BOP 

(in $billion) 4.7 14.1 

Consumer price 
index(%) 9.3 6.7 

Forecast of Economic Growth Rate for FY78 
(Growth rate in real terms) 

Economic Planning Japan Economic Keidanren Nikko 
Agency Research Center Research Center 

FY78 FY78 FY78 FY78 
Forecast Forecast Forecast Forecast 

5.3% 3.6% 4.9% 4.5% 

- 3.7 - 4.2 

9.8 7.3 12.4 6.5 

6.7 2.1 5.0 3.2 

5.7 3.3 4.1 4.4 

16.2 15.6 21.1 18.4 

21.3 1.1 18.8 26.3 

7.4 4.8 - 6.3 

- 1.2 -9.9 -10.1 

2.9 1.6 1.2 --1.5 

4.2 1.9 6.8 3.3 

7.0 4.6 6.5 5.3 

6.0 8.6 9.0 10.5 

6.8 6.8 6.0 5.0 

Nomura 
Research Center 

FY78 
Forecast 

5.1% 

1.4 

6.4 

1.4 

4.0 

21.2 

-11.9 

5.9 

-3.2 

-0.2 

1.6 

5.4 

17.1 

4;3 

Mitsubishi 
Research Center 

FY78 
Forecast 

4.2% 

1.4 

0.4 

3.4 

18.8 

-16.1 

0.9 

2.7 

4.1 

10.0 

5.8 

Table III 
(updated) ; 

Industrial Bank 
of Japan 

FY78 
Forecast 

3.6% 

6.3 

1.5 

4.5 

16.0 

15.6 

1.4 

6.0 

4.5 
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Peter F. Drucker 

JAPAN: THE PROBLEMS OF SUCCESS 

---- veryone I met in Japan last fall, during my tenth long 
trip to that country in 18 years, talked economics and only 
economics. Even the theoretical mathematician and the elderly 
abbot of the famous Zen temple were obsessed with the dollar/yen 
exchange rate, the export surplus, and the cost of petroleum. 
Japan is indeed undergoing traumatic economic changes. Yet the 
basic "issues facing Japan are not economic. They are changes in 
social structure and social values. Social policies that have served 
Japan superbly well for a century are rapidly becoming untenable. 
These policies were designed to change Japan from a poor, and 
poorly educated, rural society with low life expectancies into a 
wealthy, highly educated, industrial society with high life expec
tancies. Their very success is rendering them obsolete and is 
turning them into dangers to Japan's social cohesion and her 
ability to compete economically. 

This is true with respect to the Japanese seniority-wage system, 
under which incomes of all three kinds of employees- manual 
workers, clerks, and managers and professionals- are determined 
solely, or at least primarily, by length of service, with an employee 
at the entrance level getting about one-third of what the same 
employee, regardless of his job or title, will receive as income after 
25 years of service, that is, in his forties. But equally obsolescent is 
japan's traditional linkage of education to career opportunities, 
under which people who finish their formal schooling with "middle 
school," that is, at age 15, are slotted for a lifetime as manual 
workers in manufacturing, farming, or service work; with high 
school graduates becoming clerks or technicians for their entire 
working life; and with university graduates becoming managers 
and professionals- and with practically no crossover from one 
group into the other. The employee's lifetime commitment"to one 
employer and one place of employment-often, and misleadingly, 
called "lifetime employment"- may equally turn into a serious 
threat to social harmony, rather than remain its strongest pillar. 
And equally untenable by now is the policy, as old as "modern 

Peter F. Drucker is Clarke Professor of Social Science at the Claremont 
Graduate School in California. He is the author of The Age of Discontinuity and 
Management: Tasks, Practices, Responsibilities, among other works. 
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Japan," of preventing social dislocation by using economic mea
sures to shield the social order of the "old Japan" while building a 
radically different "new Japan." 

II 

The villain is not the petroleum cartel, Japan's dependence on 
/ raw material imports, or the "world recession"- the monsters of ' 
· today's popular Japanese demonology. If the world recession were 

really the serious threat to Japan that almost any Japanese main
tains it to be, Japan could hardly export enormous quantities of 
advanced and technologically complex near-luxuries, such as mo
tor cars, color TV sets and calculators, to practically every market 
in the non-communist world. And while Japan's petroleum bill 
has, of course, gone up sharply since 1973, her bill for all industrial 
raw materials, including petroleum and petroleum products, has 
actually gone down as a percentage both of industrial production 
and of gross national product. For the petroleum cartel has had 
the impact cartels always have had, and have been known to have 
for over 70 years, since a German economist, Arthur Spiethoff, 
first studied cartels around the turn of the century. Every cartel 
depresses the prices of other goods competing for a share of the 
same income category-e.g., other raw materials in the case of 
petroleum- by as much as, if not by more than, the percentage 
increase in the price of the product the cartel controls. The drop 
in raw material prices is altogether a major contributory cause of 
Japan's record balance-of-trade surplus. Since Japan imports vir
tually all her raw materials, and since petroleum is a fairly small 
fraction of total material needs -less than ten percent-Japan, in 
her terms of trade and in her balance of payments, has actually 
benefited from the high petroleum price and from the resulting 
depression in the prices of all other raw materials. (Conversely, 
the fact that the United States is most nearly self-sufficient of all 
major developed countries in raw materials means that it is the 
country hardest hit in its trade accounts by higher petroleum 
prices. We pay more for imported petroleum while getting less for 
the raw materials that we produce for export.) · 

Rather, the villain in Japan's story-if "villain" be the right 
word-is Japan's population dynamics, and especially Japan's 
great success in raising life spans faster than any country has ever 
done before. Seventy-five years ago, the average life expectancy 
was age .42. Fifty years ago, it was still only 53. It was, therefore, 
completely realistic for the Japanese to set their "official" retire
ment age in government service at age 55 in the 1880s and to 
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extend this retirement age to most private employees in the 1920s. 
Japanese life expectancies, by now, are 73 years for men and 78 
for women- the same as in the West. Infant mortality rates in 
Japan fell sharply in the 1920s to the low levels of the developed 
West. But the birthrate stayed high until World War II. And after 
World War II,Japan, very much like.the United States or Western 
Europe, experienced a short-lived, but sharp, "baby boom." A 
policy that based economic growth on a large supply of young 
workers- the policy that is expressed in the seniority-wage sys
tem- therefore made abundant sense as late aS· 1965. But the "baby 
boom" in Japan ended in a "baby bust" in the mid -1950s -some six 
years before a similar "baby bust" in the United States and ten 
years before the birthrate dropped sharply in Germany. And as in 
the West, the birthrate in Japan has stayed at, or below, the net 
reproduction level ever since. 

As late as 1946, at the end of World War II, three-fifths of the 
Japanese population lived on the land and almost half the labor 
force worked in farming, and yet Japan had to import rice. Japan 
reacted by giving top priority to higher rice production regardless 
of costs. Japan has more than doubled her farm output in the last 
30 years and has an unsalable rice surplus. Yet only one-eighth of 
the Japanese population now lives on the farm:, and less than one
twelfth of the labor force is employed in farming. 

The Japanese people have shifted drastically the educational 
structure of the population. As late as 1938- the last "normal" year 
before Japan began to mobilize for war-only four to five percent 
of the young men- one of every 20- went to the university, and 
half of the young men went to work after graduating from middle 
school. Today, more than half of the young .men go to the 
university. There are literally no middle-school leavers of either 
sex. Practically every Japanese, whether male or female, goes on 
to high school. Yet Japan's social structures and policies still push 
heavily the expansion of college education. 

In 1970, less than ten years ago, Japan was still the youngest of 
all developed countries. People over 65 amounted to · less than 
seven percent of the population, which meant that only one out of 
every 15 Japanese was 65 years or older. And for every Japanese 
over 65, there were about seven to eight adult Japanese employed 
and working. The comparable U.S. figures for 1970 were ten per
cent of the population over 65 and five people in the labor force for 
every one past retirement age. In Sweden and France, the two old
est Western countries, the comparable figures were then i2 per
cent and one retired to three-and-a-half working people, respec-

I ' 

' 
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tively. By 1977 ,Japan had moved to the U .S.level of 1970. By 1990, 
just a little more than ten years hence , Japan will be beyond the 
Swedish level of 1970 and will have close to 15 percent of her popu
lation in the over-65 age bracket, with a ratio of only three people 
in the labor force to every one over 65 and past traditional Western 
retirement age. Japan will, by then, be one of the very oldest of the 
developed countries- somewhat older even than the United States , 
is likely to be. 

The overwhelming majority of Japanese who reach retirement 
age now are middle-school graduates who therefore have spent 
their entire working lives as manual workers. At least half the 
males entering the labor force in Japan are now university gradu
ates and too highly schooled to be employed in any but managerial 
. or professional jobs .1 At the same time, the reservoir of surplus 
labor on the farm available for manufacturing and service jobs in 
the cities has by now completely dried up. 

III 

Similar developments have taken place in every single developed · 
country. However, they have taken place much faster in Japan 
than in the West- much faster than in any country on record. The 
transformation of the Japanese age structure, for instance, re
quired 25 years. The same transformation took 70 years in the 
United States, 100 years in Germany, and 200 years in France. The 
educational shift that Japan performed in 30 years took well over 
60 years in the United States and a century in Western Europe. 
And the shift that Japan performed in 30 years, from a n-ear
majority of the labor force employed in farming to agriculture 
being the employer of the smallest group in the working popula
tion, took almost a century in the United States and is not yet 
complete in some West European countries. 

Above all, the impact of these shifts is infinitely greater in Japan 
than in any country in the West. For the basic policies on which 
Japan's society is based presume yesterday's age structure, yester
day's educational structure, yesterday's rural society, and yester-
day's consumption pattern. . 

In particular,Japan's economic growth and competitive strength 
are based on the availability of large numbers of manual workers 
at the entrance age- that is, on the availability of young middle
school graduates. Under the seniority-wage system, productivity 

1 The best available Japanese study concludes that university graduates make up 58 percent of 
the males now entering the labor force in Japan. This is the highest percentage in the world. The 
comparable U.S. figure is 48 percent. 
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automatically increases, the more young people are being em
ployed. It makes little sense to talk of an "average Japanese wage" 
or "average Japanese labor costs." Two plants of the same com
pany, using the same equipment and the same methods, turning 
out the same . products and paying· exactly the same wages and 
benefits to workers of the same age, may still have labor-cost 
differentials of 100 percent, depending on the age distribution of 
their work force. For every year by which the average age of the 
labor force in a plant goes up, the plant's labor costs rise by five to 
seven percent. 

This explains why Japanese businesses have put the emphasis on' 
sales volume and have seemed to neglect profitability. If sales 
volume goes up sufficiently so that young people in large numbers 
can b~ hired, profitability tak~s care of itself. Conversely, if sales 
volume does not go up, or goes down, so that no young workers 
can be hired, profitability will inexorably go down- no matter how 
high the profit margin. And now Japan faces a period in which the 
labor force will inevitably become older. The more labor-intensive 
any particular Japanese industry is- and even the most modern 
steel mill is still highly labor-intensive- the more serious will be the 
drop in productivity from population dynamics. 

No one, to my knowledge, has tried to separate productivity 
increases in Japanese industry that resulted from improved work
ing methods and modernization from productivity increases that 
resulted from population dynamics. The best guesses I can find 
credit population dynamics with about half of the productivity 
increases of the last 20 years. For during these last 20 years, young 
people were av-ailable in very large numbers, as a result of the 
"baby boom" and of the large-scale migration of young people 
from the farms into the cities. On that basis, real productivity 
growth in Japanese industry- as against the impact of population 
dynamics- would work out at no more than five to seven percent 
a year for the postwar period- still respectable by any Western 
standard, but barely enough to offset the downturn in productivity 
caused by the imminent aging of the Japanese labor force. And 
for Japan to maintain her competitive position against such new
comers as South Korea or Brazil, with their lower labor costs, 
would obviously require an even greater growth rate in real 
productivity. 

This leads to what would appear to be an insoluble ·.growth 
dilemma for Japan. A growth rate of six percent is the minimum 
for Japan to sustain her competitive position in the world, given 
the seniority-wage system and its impact on productivities and 

I . 
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competitive position. But the Japanese population, and especially 
the population available for manual work- that is the middle
schoolleavers- is not going to grow at anywhere near that rate. A 
six-percent growth rate in the traditional industries is simply not 
sustainable on the basis of available manpower and existing retire-
ment policies. ' 

But the population dynamics also threaten Japan's traditional 
capital supply. Japan has, for 100 years, had the highest rate of ' 
savings and capital formation of any industrial country in the 
world, with personal savings of 35 percent of gross personal 
income being the norm rather than the exception. This, too, very 
largely rested on the simple fact that until recently few Japanese 
survived to retirement age. We have learned, in the West, that as 
life expectancies go up, capital formation inexorably goes down. A 

· larger and larger share of personal savings becomes "transfer 
payments" to the older retired people and to "survivors," that is 

_widows of retirees who have died. These "transfer payments," 
through social security taxes and through payments into employ
ers' pension funds, look like savings. But older people- that is the 
recipients of these "savings"- do not save; they consume. 

Japanese government economists calculate that the Japanese 
personal savings rate would be lower by at least one-third, if not a 
full half- that is, it would run at 17-24 percent of gross personal 
income- if Japan today had the same age structure the United 
States has, where there are 32 million people who are on social 
security, including eight million "survivors," as against a working 
population of 92 million. This would still be one of the highest 
savings rates in the world, and on a par with those of West 
Germany and Switzerland. But it would be a low savings rate for 
Japan, and perhaps too low a savings rate in the light of Japan's 
future needs. For Japan, to offset the impact on productivity of an 
aging labor force under the seniority-wage system, will have to 
step up capital investment tremendously to obtain the real produc
tivity increases she needs to remain competitive. Yet capital for
mation will almost certainly drop sharply, just when Japan needs 
capital formation the most. 

IV 

There is one category of young people in which Japan will 
experience no shortage: university-educated people, prepared to 
be managers or professionals, either in the private or the public 
sector. In fact, there is already a surplus. Despite the sharp drop 
in the birthrate, the supply of university-educated young people in 
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Japan during the next ten years will be many times what it was 
only 20 years ago. It is still likely to increase, for a university 
degree is the only way to have career opportunities in Japan. 

Knowledge workers will thus be Japan's major, and most impor
tant, resource. And Japan's economic strategy will increasingly 
have to be to export knowledge work and its fruits, rather than 
manual work and its fruits. Increasingly, Japan will have to go in 
for the form of economic integration that, for want of a better 
term, I have called "production-sharing"- that is, for economic 
integration under which the developed country performs those 
stages in the productive process that are management-intensive, 
capital-intensive, and technology-intensive, while the abundant 
lapor resources of young manual workers in the developing 
country perform the stages that are labor-intensive, with the final 
product sold and consumed. in the large markets, that is in the 
developed countries. Japan, alone of all the developed countries, 
has seen the need fo~ systematic work on "production-sharing." 
The Ministry of International Trade and Industry (MITI), several 
years ago, switched to a policy of encouraging the export of entire 
manufacturing plants rather than of the products of such plants. 
And while MITI so far still expects these plants, e.g., a petrochem
ical plant designed and built by Japanese in Algeria, to sell its 
products in other markets, MITI is increasingly willing to accept 
payment for such a plant in the products of the plant-that is, 
payment for the Japanese-designed and Japanese-built petrochem
ical plant in Algeria in the form of petrochemicals to be sold in 
Japan. 

Increasingly, this will mean that Japanese managers and profes-. 
sionals will design, build and perhaps manage consumer goods 
plants in developing countries- plants for shoes, textiles, automo
biles and electronic products- that are going to be paid for by 
their own output, to be sold to the Japanese consumer in Japan. It 
is hard to see any other way of finding employment for the one 
resource in which Japan will have a continuing surplus-that is, 

, highly schooled people, qualified under the Japanese system only .
1 

for managerial and professional work. 
Such a policy is obviously exceedingly difficult in any country, 

and likely to run into determined opposition on the part of unions, 
old industries and politicians alike. It is doubly difficult in Japan 
because of the traditional policy under which the employee is 
committed to one employer and cannot easily find other employ
ment, once he is past the entrance age. Under the Japanese 
seniority-wage system, an employee, and especially a low-paid and 
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low-skilled employee, such as a manual worker, cannot normally 
find a job past age 30 or 35. At that age, he would have to be paid 
twice the entrance wage. But since wage is based on seniority, he 
can only be paid the entrance wage. He is, therefore, basically 
unemployable. If he loses his job, he becomes a "problem worker," 
very much the way in which the samurai of old became a ronin and 
reduced to banditry if his lord dismissed him or if the lord lost his , 

' fief. The worker of 35 who loses his job cannot, normally, expect 
to become a "permanent employee" anyplace. He becomes a 
"casual employee," who will never again have employment secu
rity, never again have seniority, never again have a good job, and 
never again, in fact, work for a major company. 

"Lifetime employment," that is the right of the worker to his 
job, developed as an answer to the burden that lifetime commit
ment to the job imposed on the Japanese worker. At that, only 
about one-quarter of the Japanese labor force has the security of 
lifetime employment. Women, by definition, are "temporary em
ployees," who are expected to leave the labor force when they 
marry- and are. expected to marry by their mid-twenties. And 
employees in the "old industries"- that is in the service industries, 
the small shops, the small artisans' factories and on the farm
have no lifetime employment either. It is reserved for the male 
employees in government and large businesses-and is not even 
universal there. But precisely because of the Japanese worker's 
constant and nagging fear of becoming a ronin, lifetime employ
ment has been the core of Japanese labor relations and the pillar 
of social order and harmony in Japan.. _ 

Now it is rapidly becoming a threat, both to the japanese worker 
and to Japanese society. But any effort to change the system would 
not only cause the labor unions directly involved to fight very hard 
indeed in opposition, but would engage a host of other .groups 
that are in one way or another taken care of by the economic 
enterprises or institutions in which they work, albeit on a basis that 
falls short of strict lifetime employment. In essence, the practice 
reflects a whole concept of responsibility in the society, as well as a 
symbol of fairness. Any attempt to modify or to eliminate it would 
strike at deep emotional roots throughout Japanese society. 

Today, to deploy her one abundant resource- highly educated 
people-Japan needs to be able to liquidate fast the most labor
intensive and least productive stages of production, i.e., old low
skill industries. But these industries- whether textile industries or 
shoe factories- are, of course, precisely the industries that employ 
the largest number of low-skilled and older workers. Even without 
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the barrier to reemployment that lifetime employment and the 
seniority-wage system together create ~ these workers, while rela
tively small in numbers, would present a serious economic and 
social problem. These workers will, of necessity, cling the more 
tenaciously to lifetime employment , the less productive they and 
their industries become. Yet , unless they can move out of their ofd 
employments and into new ones, Japan will find it increasingly 
difficult to find work for the tremendous potential of highly 
schooled knowledge workers who constitute Japan's major and 
potentially most productive capital investment. 

The alternative- and one that is ·hardly realistic anymore- is 
dumping high-cost, labor-intensive products, at a loss, in foreign 
markets that are bound to have surplus capacity and redundant 
over-aged labor in precisely the same industries as Japan. 

v 

No other country has had as purposeful and as successful an 
educational policy as has Japan. That career opportunities are 
dependent almost entirely on educational attainment was deliber
ate and planned. It was meant to make economic progress the 
engine of educational advancement. A famous story is told of 
Shibusawa Eiichi (1840-1931), the Meiji statesman who left a high 
government post to become Japan's leading industrial entrepre
neur and her first banker. When approached for a loan by a 
successful businessman, Shibusawa turned the application down 
because the man was not a university graduate. This was not 
snobbery. And Shibusawa knew perfectly well that success in 
business does not depend on a sheepskin. But he had deciqed 
earlier to make managerial positions the monopoly of university 
graduates so as to give young Japanese an incentive to stay in 
school and to acquire higher education. 

As a result, Japan has become the only genuine "meritocracy" 
around, in which birth and wealth count for almost nothing and 
educational attainment for almost everything. By now this has 
outlived its usefulness. School is turning into a nightmare. There 
is increasingly an oversupply of university graduates. But this has 
not, at least so far, resulted in a lessening of the pressure on young 
people to get into the right educational track and to acquire the 
university degree that is the passport to all opportunity and 
preferment. · 

On the contrary, during the. last few years the pressure has 
reached a fever pitch. It now begins with the child's application to 
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nursery school, that is before the age of three. There is an 
entrance examination- and little tots, barely able to walk, are 
being pushed into taking ballet lessons, into learning arithmetic, 
and into learning a few words of English. And the pressure keeps 
on building up. More than half of all :niddle-school students in 
japan attend juku -afternoon and evening cram schools that drill 
for the exams. According to a study that the Ministry of Education ' 
released last fall, middle-school students aged 12-15 spend almost 
nine hours each day after school doing homework and going to the 
juku. It is normal for a middle-school child to work until two 
o'clock in the morning each day, and to take a sample test of the 
high school examinations every Sunday for years on end. Senior 
high school students spend "only" eight hours a day in after-school 
work andjuku. The pressure is becoming more and more inten.se 
with the suicide rate among teenagers, and even among preteens, 
reaching alarming proportions. 

But worse, school instead of being accessible to everyone on the 
basis of merit is becoming increasingly expensive. To be sure, 
school- from kindergarten on- is nominally free. But to get into 
the "right" school requires larger and larger "voluntary contribu
tiurrs:" rhe· mest -expensive school to get into is medical school. A 
candidate, even if his father is a physician, will have to pay about 
$100,000 in· "voluntary gifts" and "voluntary presen(s" to the 
faculty members on the admissions' committee to have his appli
cation even considered. A friend of mine, the widow of a japanese 
clergyman, who is working as an administrative assistant in a small 
government agency, will have to find $4,000 by next April to have 
her son admitted to the entrance examination of a supposedly free 
public high school. If he fails, she will not get the money back
and only one out of every ten candidates passes. Then the boy will 
have- to go for a year to a juku- at a cost of about $7,500- pay 
another $4,000 in "voluntary contributions" and try again. And the 
~Ministry of Education · study referred to above makes clear that 
these are not unusual but, on the contrary, fairly standard fees 
and financial contributions. Eor not to get into the "right" high 
school means not to get into the ~'right" university four years later; 
this would debar the boy forever from access to better jobs and 
career opportunities. Not to go to high school at all is a life 
sentence to manual labor, from which there is no appeal. 

At the same time, the rewards are beginning to lose their luster. 
With the shortage of middle-school leavers, and therefore of 
manual workers, and the abundance of university graduates, the 
differential in the pay of the two groups is bound to shrink. In the 
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1950s and 1960s, when the demand for university graduates was 
high while the supply was still low, the differential became greater 
than it had been traditionally. It is already back to where it was 
before World War II. It is bound to go down, and fairly rapidly. 
University graduates are already beginning to have difficulty 
.finding "good" jobs, and in many cases jobs of any kind-especially 
if they have no technical qualifications. And while the salaries of 
university graduates, once they have found employment, still go 
up with seniority, the protnotional opportunities are ·rapidly 
shrinking as most organizations find themselves well supplied with 
highly schooled people in their early and mid-thirties. 

Again the lifetime employment system aggravates the problem. 
The university graduate can, as a rule, not leave the employer with 
whom he starts. And more and more of the graduates even of the 
"prestige" universities have to start in dead-end jobs with employ
ers who have no future themselves- without hope of being able to 
switchjobs, no matter how well they perform. For the time being, . 
these conditions are likely to increase the premium on going to the 
"right" schools, and with it both the emotional and the financial 
pressures. But there is a distinct possibility of a collapse of the 
system, or of an explosion-and surely a system that puts such 
extreme pressure on children and literally forbids them to have 
any leisure time, any interests of their own, any learning of their 
own, can hardly produce educated adults. It is likely to produce 
people who can take examinations, but who do not know how to 
learn.2 

VI 

Japan is considered the most "protectionist" country by for
eigners-and of all the complaints foreigners have about Japan, 
this is the one the Japanese themselves understand the least. For, 
what to the foreigner seems to be economic protection, appears to 
the Japanese to be self-defense of Japanese society against the 
Westerner's cultural imperialism. 

'From the early days of "modern Japan," after the Meiji Resto
ration of 1867, Japan has always defined her policy as '.'sing 
Western instrumentalities to maintain the essence of Japan. And 

2 So far as I can tell, there are as yet few signs of the kinds of explosion of resentment and 
rejection that I am suggesting is possible. During this visit to Japan, I heard for the first time of 
apparently qualified students dropping out of the university-but these appeared to be only among 
members of families with such strong connections that the children would still have substantial 
advantages. My hunch is that the system may not show many .signs of erosion up to a certain point, 
but that it may then change very rapidly once, so to speak, it boils over. 
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economic;: policy is the foremost Western instrumentality thus used. 
"Old Japan" means the distribution system in which large numbers 
of people are employed at rather low wages by small wholesalers, 
in "Papa, Mama and Rosie" retail shops, and in small workshops 
making traditional goods and acting as suppliers to modern 
industry. It also means a system of small family farms growing 
rice. But while there was once a cultural rationale for the farm , 
policy, it has long become economic insanity. The underlying 
economic premises of Japan's farm policy are the fear of a rice 
shortage; the belief that a country as dependent as Japan on 
imported raw materials has to keep as large as possible a propor
tion of the population on the farm and out of the consumer 
society; the conviction that as poor a country as Japan has to 
discourage its people from eating anything but rice and fish; and 
finally the notion that the fish catch is capable of being expanded 
indefinitely while the rice crop is finite and will always be inade
quate. All these premises have been proven fallacies during the 
last ten years. . 

It has been Japanese farm policy to encourage rice growing and 
to discourage growing anything else. A Japanese farmer gets a 
larger subsidy, the less suitable his land is for growing rice. The 
origin of this policy was the fear that Japan could not produce 
enough rice for her own domestic demands- which was still a 
rational fear 25 years ago. By now the policy has produced an 
u~manageable rice surplus, while at the same time the cost of the 
rice subsidy has become so high that the rice subsidy fund has 
become bankrupt. And since the rice that the subsidy produc-es is 
grown on land not suitable for growing rice, the surplus rice is of 
poor quality and could not possibly be sold on the world market. 
In respect to proteins, Japan has similarly pursued a policy that, 
however rational its origins, has become bankrupt. It has been 
national policy to encourage fishing and to discourage and to 
penalize every other production of proteins, whether vegetable, 
such as oil~bearing crops, or animal, such as livestock or poultry. 
But the fishing yield has long been. stagnant and is now going 
down fast, with the growing resistance of other nations against 
Japanese fishing practices that ·threaten to overfish and to destroy 
the fish population of major fishing zones. The extension of 
sovereignty, and with it ·the control of fishing 200 miles from the 
shore, which by now has become general, was directed in large 
measure against the Japanese threat to marine ecology, whether 
real or perceived. 

These policies were designed to ensure low-cost food for 
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Japan- they have had the opposite effect for at least ten years 
now. Japan has, without doubt, the highest food costs of any major 
country- twice those of the United States and perhaps 50 percent 
higher than those of the most expensive and most protectionist 
countries of Western Europe. Meat costs about four times what it 
costs in the United States or in Western Europe- and even twice 
what it costs in the Soviet bloc co tin tries. Fish, at the same time, 
has become almost as expensive as meat, and food costs are still 
rising fast. The Japanese inflation rate in the last few years has 
rarely fallen below ten percent a year. Food prices have been rising 
at a rate of 30 percent a year. At the same time, food production
other than rice production- has remained stagnant, and in some 
cases has actually gone down. 

The high cost of animal proteins has acted like a suction puii}p 
on the cost of all other food products. 1977 was a year of bumper 
harvests of such things as Japanese oranges and vegetables-with 
crops so large as to be almost unsalable. Yet the costs of these 
products have kept going up. There is now virtually no dish-even 
soba (buckwheat noodles), which used to be what peanut butter 
sandwiches are to the American diet- that can be bought for less 
than $1.50 a portion. 

Food and education are basic economic costs. They are the costs 
of forming the human resource. Both, in Japan, are out of control. 
And as they keep rising, the real income of the Japanese family is 
going down. Even well-to-do people, during my last trip to Japan, 
had begun to ration food. Even well-to-do people are hard pressed 
to find the increasing sums to finance their children's access to 
education. That the basic costs of the Japanese economy are going 
up so fast will endanger the long-range basic cohesion of Japanese 
society. It is the greatest threat, both to Japan's economic position 
in a competitive world and to her social order. 

VII 

Some of the policies that Japan will have to develop- including' 
some that only a few years ago were unthinkable- are emerging 
with reasonable clarity, .nd are beginning to be discussed in Japan. 
The government is beginning to press for delayed retirement-at 
age 60 instead of 55. There is talk of retraining redundant workers 
and of placing them in new employments where_ there is demand 
for labor, e.g., shipyard workers in automobile plants·. There are 
the beginnings of mobility for highly qualified young profession
als. And there is son1e slight movement toward tempering the 
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seniority-wage system with wage measures based on productivity. 
But the policies that are most needed-and needed most ur

gently- are still beyond Japanese political will and social imagina
tion. What is needed most is a sharp cut in prices for the domestic 
consumer. Japan suffers from excess inventory, both of raw 
materials and of finished goods. Her pc~.icy, these last few years, 
has been to maintain domestic prices- if only to protect the 
domestic distribution system- by conducting a gigantic clearance 
sale abroad. That policy has to come to an end- it can only destroy 
Japan's capacity to export altogether. Now is the time to bring 
prices down in the domestic market, both to answer the charge of 
"dumping" and to boost the domestic economy. 

There ·is need for a shift in agricultural policy from one that 
encourages the production of unsalable high-cost rice to one that, 
like the British farm policy, maintains farm incomes while giving 
the .consumer low food prices. Especially there is need for a shift 
to a farm program that encourages farmers to take poor rice land 
out of rice production and to shift it into producing feed crops, 
oil-bearing . crops, and animal proteins. Japan could probably 
supply far more- one estimate is at least two-fifths- of her grow
ing demand for animal and vegetable protein, other than fish 
(which is likely to keep on declining), by domestic production on 
land that today produces rice at high cost. 

There is need to encourage "production-sharing"- that is, the 
offshore performance of labor-intensi·'e work, with the product 
sold on the Japanese market, in exchange against export of 
knowledge and technology. 

Seventy years ago, the general manager of the Mitsui Group, 
then as now one of Japan's leading industrial concerns, worked 
out the solution to the seniority-wage conundrum. When some of 
the Mitsui companies had to lay off employees in the recession that 
followed the Russo-Japanese War. he organized their systematic 
placement with other Mitsui companies, in which the new em
ployer would pay the wage befitting the employee's seniority, i.e., 
the entrance wage, while the Mitsui Group itself would make · up 
the difference between that wage and the wage befitting the 
employee's age. The sum that . the Mitsui Group had to pay was 
ludicrously small, yet Mitsui could maintain employment security 
without employment rigidity. Some such policy will be needed on 
a national scale in Japan, together with a policy of systematically 
retraining and replacing employees of industries that cannot be 
maintained under Japanese labor costs, population structures and 
education structures. 
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What needs to be done is not so very difficult to discern, albeit 
difficult to do. The one area, however, in which no one in Japan 
can see a solution is that of education. At most, there is talk-and 
only talk so far- of loosening the linkage between the "right" 
university and the "prestige employments," under which careers 
in major companies, major universities, and practically all govern
ment agencies are reserved to the graduates of a few schools. But 
the "tracking" of people that reserves career opportunities to the 
graduate from the "prestige" university and that, in turn, creates 
what are increasingly unbearable emotional pressures and financial 
costs, is still beyond challenge, with no substitute for it in sight or 
even imaginable. 

For the first time in 20 years, I left Japan not wholly confident 
about the coup. try's future. So far, it seemed to me, few people in 
Japan have faced up to the fundamental issues. But Japan has 
shown unparalleled capacity throughout her history for the 180-
degree turn and for forging, almost overnight, a national consen
sus to impose on herself radical change. Japan has also shown 
unparalleled capacity, throughout her history, for social innova
tion. This capacity, going back almost 1,500 years, may indeed be 
Japan's greatest .strength. Japan may well suddenly face up to her 
problems of success and to the need to maintain the essence of 
Japan in new forms and through new policies. But also, Japan 
faces a turbulent, a difficult and a dangerous period-a period in 
which there will be surprises for Japan, as well as for the Western 
world, with which Japan is now so strongly linked, and on which 
she is so heavily dependent. The economic problems and needs
the resistance to Japan's trade offensive, the currency chaos, ·the 
petroleum cartel- may be the catalysts. But the real decisions will 
have to be on social structure, social policies and social values. 

~ ___;;. 
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STATEMENT BY HIS EXCELLENCY MR. SUNAO SONODA, 
. MINISTER FOR FOREIGN AFFAIRS OF JAPAN, 

ON THE OCCASION OF · THE SPECIAL SESSION OF 
THE .GENERAL ASSEHBLY. DEVOTED TO DISARHAMENT 

May 30, 1978 

Mr. President, 

On · behalf ·of the Government of Japan, I should like to 

congratulate Your Excellency on your assumption of the high 

office of President of the Special Session of the General 

Assembly Devoted to Disarmament. :I am confident that, under 

your impartial~ leadership;· and benefiting from your excellent 

judgeme11t and wealth of diplomatic experience, the Special 

Session will prove to be most · fruitful. 

Hr. ·Presid,ent, 

The Charter of the United Natlons was adopted in 

San Francisc·o thirty-three years ago. It clearly · states at 

the very .beginning that the peoples of the United Nations 

have resoJ_ved to combine their efforts "to. save succeeding 

generations ·from the scourge of war,'which twice in our 

' lifetime has brought untold sorrow to mankind." All the 

nations which gathered to found the United ~ations committed 

themselves to this solemn pledge, and all the nations which 

have since· joined this august body have given the same 

solemn undertaking. 

During 
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During these thirty-three ye~rs, however, the. vlorld 

has seen a great number of armad conflicts ar.d continuous 

increase in armaments, including n·uclear weapons. I c annot 

help but feel a sense of deep disappointment at this state · 

of affiars. 

At the same time, I am greatly . encouraged that 

unremitting efforts have been made to bring lasting peace 

to the . world, and .that the present Special Ses~ion on 

Disarmament . is . being held as one con ere te accomplishment 

of such· _efforts. 

l'tr. President, 

Having: recovered from the devastation of World War· II 

with the understanding and cooperation of the other countries 

of the world, Japan· now has one of the strongest economies in 

the world~ In the past; an economically powe_rful country 

. has invariably been a military power as well. However, 

Japan has rejected such a course, a~d has consistently 

endeavoured to ; us.e ·its economic capabilities for contributing 
. , 

to the stability and prosperity of the international community. 

Mr. President, 

The· Constitution of Japan proclaims that, "We, the 

·Japm1ese people, desire peace for all time ... . and we h;tve 

determined to preserve our security and existence, . trusting 

in the -justice and faith of the peace-loving peoples of the 

world." 
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\rlorld. " · It then states that ·" ... the Japanese people · 

forever renounce war es a sovereign right of the nation -

and the threat or use of force as a means of settling 

international disputes." 

In · the proud spirit of such a Constitution, which ~1ill 

hopefully open new vistas for humantty , ' Japan has maintained 

the flli1damental policy of refusing · to become .a military power 

which may threaten other States . . It has instead· made inter

national ·cooperation the foundation of its foreign policy. 

At .. the basis of my country's decision to . :choose such 

a path, which is a challenging experiment without parallel 

in history, lies our firm determination that ''such a war 

must never break out again " ..:-a· determination deeply. rooted 

in the heart of each and every. ,Japanese through bitter .. 
experiences in World War II. · Today, more than thrity years 

since the end of the war.~ the Japanese people s"till hold 

firmly to this determiation. Japan will never act counter to it . 

. The fervent :longing of the _Japanese · people for lasting 

peace~ and their firm resolve to devote .themselves to its 

attainment, coincide _ in every way with what the Charter of 

the .Unite-d Nations demands · of the countries of the world. 

Japan, aspiring to be a pioneer in. the establishment of new 

standards. of behaviour for sovereign states within the \t1orld 

co~unity • . is determined to strengthen still further . its 

diplomatic efforts · dedicated to peace and based on ·interna.tional 

cooperation. 

Mr. President, 
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. Mr. President, 

As· is v1ell known, Japan is the only country which has 

experienced the indescribable horrors caused by nuclear 

weapons. In a flash, the atomic bombs which were dropped 

on the ci'tias of Hiroshima and _Nagasaki thrity-three. years 

. ago reduced those two cities to ashes and took the lives 

of nearly 300,000 people. Of those who luckily e~c~ped 

death, the agony and suffering of some 370,000 men, women 

and children continue even to this day. This agony is not 

confined to nationals of _ Japa~ alone . . For the sake of future 

generations of mankind, we must never forget the stark ·realities 

. of the suffering ·and devastation caused ~y nuclear weapons. · 

Today, Mayo~ Araki of Hiroshima, .and Mayor Horotani of 

Nagasaki. are present in this Hall·, representing the citizens .. 
of those ·two . cities. 

\ 

Today's nuclear weapons have destructive capacity which 

.defies compari~on with the __ atomic bombs used against 

. the cit·i~s of Hiroshima and Nagasaki. If nuclear . weapons 

were ever to be u_sed again, the ensuing devastation and 
' 

suffering would be enormous quite beyond our imagination. · 

The Japanese people are firmly united in the conviction 

that such a tragedy must nev.er be repeated. I believe that 

this determination is shared today not only by the Japanese 

: people, b~t also by the peoples of the entire worl~. In light 

of .such a world-wide conviction, I think it would be highly 

significant to proclaim August 6 as Disarmament Day . . 

Today, 
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Today. the representatiyes of a variety of non-governmental 

organizations,. which have for many years Harked in Japan for 

the abolition of nuclear weapons, have come i.n great numbers 

to this Assembly. Their presence reflects the bu·rning 

conviction of the Japanese people that our ultimate goal .. 

the abolition of nuclear weapons, must be achieved at the 

earliest possible date. 

Mr. Presj_dent, 

Based on the strong desire of the .Japanese people for 

· the abolition of nuclear weapons, my country has, as a matter 

of national policy, cohsistently upheld the three non-nuclear 

principles--of not ·possessing, not manufacturing, and not 

permitting the entry into Japan.of nuclear weapons-- even 

though it.,.possesses the capacity to develop such weapons. 

The reason for which my country became ·a .party to the Nuclear 

Non-'Proliferation Treaty was also our desire for the abolition 

of nuclear weapons . 

. Mr. President, 

on behalf of the Government and the .people of Japan, I 

· wish to state· yet again that my country is firmly committed 

to these three non-nuclear principles. At the same time, I . 

strongly urge the nuclear-weapons States to make every poss~ble 

effort to .cnsure that nuclear · weapons will never be used,. and 

to banish a11 nuclear weapons from the earth . . 

Hr. President, 
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. Mr. President, 

'TI1e nuclear-weapon States ought to be in a position to· 

w.1derstand better than any other count.ry the horrors · of 

nuclear weapons and the threat· they pose to our survival. 

The. ·non-nuclear-weapon States, , whatever their ideology or 

political system, earnestly desire the removal of the ever

present' threat posed by nuclear weapons. It must be concluded, 

therefore, that . there should be no difference whatsoever among 

the nations in their desire totally to eliminate nuclear 

weapons.· I am firmly convinced that if ·each a·nd every r:tation 

resolves .to strive _yet harder on such a premise. the total 

abolition of nuclear weapons will come within our reach. 

This · is our duty towards the generations to come. 

Mr. Presi,dent, 

While the attainment of .general and complete disarmament 

should undoubtedly be the common soal of all the. countries of 

the world, one should not forget that' · for each country, 

disarmament is a problem closely linked to the requirements 

of ensuring na:tional · security. Iri~the present · international 

counnunity, the balance· of povler among · countries • whether on 

a · '!'egional ·or a wo-rld-~1ide scale~ is a significant factor in 

the maintenance of inte~~ational peace and security. If we 

wish to move towards the realization of general and complete 

disarmament, there is no other 'tvay open to us than to keep 

this ideal always in mind and to proceed step by step with 

concrete and feasible measures. 

Hr. President, 



- 7 -

· ~1r. President, . 

I h f li d t ' b . h" k. . ave so ar out ne my coun ·ry s . as1.c t 1n ..... ~ng on 

disarmament. Against this backgrow1d, I should now like to 

given~ Government's views on some of the main issues. 

Mr. President, 

Fir.st;, I would like to reemphasize that progress in 

neeotiations for nuclear disarmament, with the goal of 

eliminating all nuclear weapons, is the _task facing us today 

to which the highest priority should be given. 

To .attain this goal, it is most essential to take feasible 

measu:c:es s ·tep . by step in the direction of first halting the 

nuclear arms race and thereafter reducing the existing nuclear 

. arsenals. 

In order to arrest the nuclear arms .race it is necessary 
.,. 

· ·to prevent · any further increase in the number of nucleac-

weapoq-States. To this end, international efforts should be 

intensified to make the Nuclear Non-Proliferation Treaty truly 

universal and on that basis to strengthen further the ·non

proliferation regime. In this connection, I am firmly convinced 

that the imperatives of preventing further nuclear proliferation 

and of promoting the peaceful use .of nuclear energy, an essenfial 

energy source, can, · and 1nu.st be pursued in harmony. 

Hr. President, 

. The Government of Japan believes a.'lso that the establishment 

of nuc~ear-weapon-free zones where suitable conditions exist 

can be useful in preventing proliferation. 
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My country hopes thet international endeavours to 

establish such zones will be continued and th~t the nuclear-

weapon States will give their pos:i.tive support, including 

assurances not to attack such zones with nuclear weapons. 

Mr. President, 

Int.:ernat:ional efforcs l:O prevent increase in. the nurnber 

of nuclear-weapon States can achieve litt:le without the 

efforts of the countries now possessing nuclear weapons to 

achieve nuclear disarmament. 

Positive contributiQns by all the nuclear-weapon States 

are indispensable f.or realization of the ultimate goal of the 

abolition o~ nuclea~ weapons. However, there has been little 

progress in the ·efforts ·so far made by the nuclear-weapon States 

for the reduction of their nuclear armaments. I c:m.not help 

feeling S:sense of deep disappointment and strong frustrasion. 

The two major nuclear-weapon States have particularly hea~~ 

respo~s~b~l~ties in this regard. I strongly request that the 

United States and the Soviet Union, mindful of these 

responsibili~ies, should work for the earliest possible 
' 

conclusion of an agree~ent in the Seco~d Strategic Arms 

Limitation Talks, and should promptly follow it with further 

talks for the substantial reduction of their strategic arms. 

Furtherance 

. ; 
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Furtherrnor~, my r011ntry ureP.s China .-~nrl Fr:!nce t~ o bPeorru~ 

parties . to such existing treaties as the Partial Test Ban 

Treety and the Nuclear Non-Proliferation Tr.ea.ty, and to 

participate in dlsarmctment . starting from -·the 

rieg~tiations to conclude a comprehensive test ban trE.aty. · 

Mr. Pre£lident, 

The first concrete step to halt the ·nuclear arms race 

should be . the realization of a comprehensive prohibition of 

all nucl.eer-weapon tests. It is indeed re.grettable that u1ore 

than one thouaand nuclcar-wcepon tests have been conducted 

in the las.t thirty-three years and that at least eight tests 

have already been conducted this year. ·.I should like to 

appeal strongly to the United Statec, the United Kingdom 

and. the Soviet Union to reach agreement ·at the earliest 
~ . 

possible date in their current trilateral consultations on 

a comprehensive nuclear test ban, and to make it possible for 

the Conference of the Committee on Disarmament to ·start 

multilateral treaty negotiations this ~ummer. At the same 

tirna, ~ shpuld like to request all countries to refrain from 

all nuclear explosions, 't·7hether for weapon~ purposes or for 

peaceful purposes, even before the conclusion of this treaty. 

Mr. President, 

Another realistic step in arresting the nuclear ·arms 

race would be the cessation of the production of fissionable 

materials 
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11l3terials for nuclear explosions. · Jape.~ has pro010.ted this 

idea ever since 1969. I should like to te.ke this opportunity 

to urse the nuclear-~eapon States to halt the -productLcn 

of nuclear fissionable materials for 

except for such quantities as are necessary for non-explosive 

and non-weapon purposes. In _order to sssure compliance with 

such measures the nuclear-weapon States should ecccpt safeguards · 

of ·the International Atomic Energy Agency similar to tho::;e 

which a.re applied to the non-nuclear-weapon States under the 

Nuclear Non-Proliferation Treaty and other international 

agreements. 

l"'r • rres 1aen t: , 

. . The establishment of effective svstems of verification 

is no doj,tht indispensable in ensuring the concrete progress 

of disarmament. In the field of a comprehensive test ban, 

Japan, with its highly advanced seismological re£earch, has 

been contributing to the establishment of a verification system 

of nuclear tests . through seismolog-ical · methods. It is our 

. intent~on. to· strengthen our efforts further in this field. 

Japa~ strongly appeals to the countries ccncerned to 

:intensify the international efforts , incl~ their effort~ through t.,e 

United Nations, for the purpose of developing effective systems 

of verification for a variety of disarmanent measures. 

Mr. President, 

Mankind will be able to reach the stage of oaking significant 

progress towards the substan~ial reduction of existing nuclear 

weapons 
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wee.pons only -when all nuclear-\.:eapon ·states have proceeded 

with th~ concrete measu~es for halting .the nuclear arms race 

which I have suggested. I em convinced that thi£ is the 

road along which mankind must advance tO't-l&rds the ebol~ t:-1. ('·:1 

of nuclear weap·ons. 

Mr. President, 

Together "\vith nuclear disarmament, the banning of ch~;nical 

weapons, which are also weapons of mass .· destruct5.on, is an 

urgent task. My country has ·, throughout the 10 year deliberations 

of the CCD. made strenuous efforts for -the early attainment of 

this goal, · including the submission of a draft treaty banning 

chemical weapons, I · would like to request that, with the 

Convention banning biological weapons already concluded, 

negotiations for a treaty banning chemical weapons be promptly 
~ 

undertaken. 

Mr. President, 

The international co~nunity is today witnessing an 

enormous· build-up "of conventional weapons as a result of their 

production and interna'tional transfer. . Such an accumulation 

is fraught with the danger of inducing the outbreak of armed 

conflicts and of escalating armed conflicts in areas of 

tension. 

Based upon its fundamental position of devotion to peace, 

Japan refr~in~ frnm P.xpnrting weapo1;1s to any par~ of the ""'orld. 

thus 
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thus maintaining a unique position which is highly exct:ptional 

runong the advanced industrialized count;ries. Further, ~~Y 

country has taken the initiative in ·advocating _the commence.ment 

of international studies \-lith the aim of restrain:.ng the 

unlind.ted inr:ernat:ional transfer of conventional arns, v.-:lile 

appealing to the major arms suppliers to start consultations 

\trith a view to voluntary restreint in arms el:.ports to Greas 

of conflict. We appreciate the fact ihat, in positive response 

to this appeal, the lli1ited States and the Soviet Union have 

begun consultations aiming at curbing arms exports. 

This question of the international transfer of 

co~ventional arms is undoubtedly a delicate and difficult 

one, as it has a direct bearing upon. the security. of a great 

number of countries. Nevertheless, we cannot by-pass thi.s 

question simply because it is difficult~ 

wn1te ful~y recognizing the complex nature of this 

problem, I earnestly hope that the first step towards 

achieving restraint in the unlimited i~ternational transfer 

of conventional weapons will be taken at this Special Session. 

Mr. President, 

It goes without saying that .the prime aim of disarmament 

is the preservation or international . peace and security. I 

should like to emphasize at the same time that as we move 

forewardwithdi.sarmament 11 the resources so far allocated to 

armaments should be released for the purpose of prospe~ity 

and development of the international community~ in particular 

for the development of the ' developing countries. 



• 
13 

Vlorld military ex.pendi ture, "~hich ·is increasing year 

"by year, has now reached the staggeri~g figu:-e of elmost 

$400 billion annually -- this one day alone mo~e tha~ o~c 

billion· dollars is spent for military purposes. 

This amount, twenty times as much as the total amo'\;nt . 

of the ·Official Development Assistance from the develc~ed to 

-the . developing countries, constitutes a serious obstacle to 

the economic and ~oclal dt!velopment or the world communlly. 

It is essential that all the countries of the world 

including thenuclear-weapon -States, should ~ear this in mind 

and should make ever-g~eaterefforts in the field of di.sarmament 

in order that we w~y devote our resources and energies to 

the prosperity of the whole international community, 

particularly for the development of the developing nations. 

Mr. President, 

Disarmament is a complex and difficult problem. Its 

progress can be achieved only through the unremitting 

concerted efforts of all the -countries of the world for 

the common goal of attaining general and -complete disarmament. ' . 

I very much hope that concrete results will be attained at 

thi.s Special Session for improvements ·in the disarmament 

machinery which will encourage such concerted efforts. 

Finally, Mr. President, · it must be emphasized that the 

aim of diarmament will not be achieved, in the final analysis, 

unless distrust amotl8 countries. which underlies the arms 

race, is removed. 
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l?e must break the vicious cl"!.·cle in \-lhich mutual di~;trust 

causes an increase in armaments end increases in e.rmaments 

breed distrust. Instead we must build relationships in 

which mutual .trust promotes disarmament and disarwzi:ent 

builds mtitual trust. 

· Inspired by the \visdom born of its · o\~-'11 .bittes:- e:h.'"Pcrienc.es 

in t:he past ,.,.a,r. my country he.s decide·d to dedicate , itself 

to pe.ace and has placed the basis of its diplomacy in a policy 

of the avoidance of hostility "~j_th e.ny country. It h~s stri\ren 

to deepen exchanges and cori:munications., thereby building a 

relationship of mutual trust with all countries of the world, 

regardless of their political systems, ·power or geographical 

distance. 

I believe that it is precisely ottch efforts which Hill 

build a fjrm basis for efforts at uisarmament. 

Mr . . President, distinguished delegates. 

As I stated at the outset, the .basic policy of Japan is 

to devote itself to peace. Japan has adhered firmly to the stringent 

policy of not · possessiug, not manufacturing and not permitting 
' . 

t:he ertt:~y into Japan o:t nuclear wee.pons·. It has refrained 

from exporting weapc~s to the rest of the world. I therefore 

feel .personally proud in stating that Japan occupies a highly 

advanced position in the field of disarmament. 

It 
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It is o~r strong hope that specific progress ·\A1ill be 

made in nuclear disarmament and other Pi sarm:-!r:1ent fi_eJ.ds 

through concerted international efforts. Variows ccnstructive 

proposals have been made, and will ·continue to be nzde, ~t 

the prAsant Sc~s.ion of the General Asse-mbly. The crt!x uf 

the matter, however, is to achieve actual and concrete progress 

in our disarmament efforts. 

I hope most earnestly that the .Present Special Session 

may prove to be a constructive forum leading to ccncrete 

achievements in the field of disarmement and may thus give a 

.strong impetus to the international effort for general nnd 

complete disarmament. 

Mr. President, 

Before concluding my statement, let me share with this 

distingutshed .audience my deep convicti~ns on the qucstio~ 

of nuclear ·weapons. 

Distinguished delegates who represent nuclear-weapon States, 

I trust that you know better than anyone else the horrors 

of nuclear weapons~ which could annihilate mankind. Nuclear 
. f 

weapons remind me of the tusks ·of the mammoth which ultiu~telv 

caused its ·self-extinction. It is my earnest hope that nuclear

weapon States will give careful thoughts to the future of m~nkind 

. and pursue responsible policies. 

Distinguished delegates who represent non-nuclear-weapon 

States which are under the dark shadow of existing nuclear weapons, 

He 
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be caused by nuclear weapons. Let us unita in o'ur total ; 

cotroittment and proceed together for .tha · ebolitio:: of c:ll thG· 

nuclear we:lponc. 

I .·should like to conclude my Statement wi·th this sin(:ere 

appeal to all representetives .gathered ·here today. 

Thank you. Mr. President. 

.·: 
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GROWING INTERDEPENDENCE INDICATES NEED FOR CHANGE 

By Kiichi Miyazawa 
Director-General, Economic Planning Agency 

I feel highly honored and pleased at being accorded an opportunity of 
speaking before this forum of intelle~tuals w~th much influence at home and 
abroad, concerning what I think about the future course of ·the world economy 
and the role Japan should play in it. 

These days, we daily find such words as "crisis" and "disruption" in the 
headlines of various newspaper articles. 

To cite several examples, the headlines with the connotation of "crisis" 
include those relating to our day-to-day concern like "Recession With No Sign 
Of Upturn," "Price Increases Afflicting ·Livelihood" and "Seemingly Endless 
Dollar Decline." . They also include somewhat iong-range problems ·.such as · 
"Natural Resources Exhaustion Looming" and "North-South Economic Gaps Remain 
Unchecked." 

I ,of course,. do not deny that these headlines in fact reflect ·the actual 
aspects of the world,. which I also acknowledge have substantially serious 
connotations. 

Not Crisis 

However, I cannot afford to agree with the standpoint of viewing· the 
problems confronting. us in terms of "crisis" or "catastrophe." · 

Rather, ·we are better advised to call to mind the history of mankind which 
I 

is full of :su~cessful attempts to overcome most ordeals and difficulties. 

As for the Japanese history; the nation's success in modernization since 
the Meiji Restoration, rapid rehabilitation from ruins of World War II and 
resuscitation from the impact of the 1973 oil crisis do support the fact that 
we c~n \ believe : in our own ability to d~al with adversity. 

Should there exist in fact a "crisis," it might perhaps lie in the defeatist ·· 
attitude itself in viewing and dealing with problems. 

In my own interpretation, the fac't that many people describe the current 
world situation as entering an "age of crisis" should be considered adequately 
as meaning that the present era is in fact an "age of major changes" where no 
reliable key to cope with them has yet been found. 

Two major· factors, I believe, can be cited concerning the current changing 
world situation. 
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Firstly, since no country can any longer exist without close interdependence 
with other countries, every nation has now found it impossible to always place 
first priorities on its own national interest in handling its domestic economy. 

As a result of the evergrowing internationalization of economies and 
expansion of international division of labor, the world's total volume of trade 
has now reached the $1 trillion level per year in terms of exports, compared to 
some $100 billion twenty years ago. 

Because of ·the deepening interdependence, Japan's growing trade surplus, for 
example, has effects on unemployment in other countries, especially its major 
trade partners, while rises in inflation rates in countries exporting to Japan 
are certain to immediately bring about changes in commodity prices in Japan and 
the yen's exchange rates. 

Although I think the increasing interdependence is indispensable for further 
development of the world economy, economic cooperation among countries cannot 
always be successful since the nations tend to compete with each other to snatch 
as many benefits as possible from the interdependence. 

The second problem is that the ongoing changes have caused some international 
economic arrangements created after World War .II :to be unable to function adequately. 

Under the GATT rules for unconditional free trade and ~ fixed exchange rate 
system guaranteed by the IMF, the world trade witnessed a steady expansion for 

· about 30 years after the war thanks to the stable values of the dollar on inter
national markets. 

No institution, however, can continue to exist unchanged for ever. 

The present confusion is mainly due to the fact that the existing international 
rules cannot afford to cope effectively with various changes that have taken place 
in recent years. 

One of these major changes in the world economy is the decline in the relative 
status of the US economy, although the us· remains the world's strongest country 
in its industrial and technological capabilities. 

The US dollar will be ·.cer.tain to continue to be the world's key currency in 
the .future, but the economic influence of the US over world economies. has ceased 
to be as absolute as it ·was until a few years ago. 

The upsurge in the v~ices of developing countries over international relations 
is another change of great signifi~ance. 

This is all the more conspicuous in the 1970s, as primary goods they produce 
have gained a growing importance on the international market. 

The so-called North-South problem involving economic gaps between _industria
lized and developing countries has made us realize the urgency of modifications 
of the GATT, IMF and other existing international economic arrangements. 
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The world's economic changes are also a reflection of the economic-social 
transformation within each country, ' especially am~ng the ' industrially advanced 
nations. 

Typical of the · changes of this kind are those involving priorities of 
values people place on ·different aspects of their daily life. More values are 
being attached to quality rather than quantity of products and to services 
rather than goods. 

Sense of ·values 

These changes in the sense of values, particularly conspicuous in industrial 
countries, inevitably lead to the need for major changes in the respective 
countries' industrial structures as well as their economic organizations and insti
tutions. 

Industrially advanced countries are also finding their principles of free 
economy, pricing mechanism in particular, failing to function properly, mainly 
because of the ever-growing business corporations and powerful trade unions. 
This in turn exerts various pressures on commodity prices and wages, often con
stituting a major cause of the so-called stagflation. 

These changes, many of which are common to industrialized countries, have 
resulted in the differences in productivity rates among them and also the differ
ences in their economic growth rates, international balance of payments positions 
and inflation rates. 

It is against this background that there have arisen international economic 
frictions giving rise to the danger of prot~ctionist trade policies in these 
countries intent upon securing their vested interests. 

In the course of our efforts in search of new international economic rules 
to adapt ourselves to the changing situation, the highest importance should be 
given to promoting dialogue among nations· and mutual understandi~g - between them. 

The talks between the developing and industrial countries seem to be 
progressing slowly because of uncompromising attitudes on both sides·. They are 
still harder between industrial countries despite their ideological similarities. 

"Flexible" Order 

In the quest for a new world economic order to make the existing IMF, GATT 
and other international arrangements more suitable to the emerging trend, I 
think the new order must be more "flexible" than conv~ntional ones, as ·exemplifed 
by the switch from the fixed exchange rate system to the floating system. 

Regarding the functioning so far of the floating exchange rate system, it 
still cannot be said that it is working satisfactorily, partly because .of 
insufficient international cooperation and partly .because of the failure on the 
part of the US to be fully aware of the serious influence that the dollar's 
fluctuations exert over .the .global economy. 
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On the trade front, the -principles of free competition are no longer 
applicable to the current situation; but restrain~s on free · trade should not 
be allowed to .result in . 11:eg~igence of the . need for efforts to enchance 
productivity. 

Frankly speaking, the words "administered trade" are apt to cause 
unnecessary misunderstand~~g. 

I would like to refer to the Japanese Government's economic policy at the 
end of my speech. 

Japan, as you know, has set the goal of a seven-percent _growth for fiscal 
1978, compared to less than four-percent targets for many other industrial 

·countries. 

I am strongly confident of the possibility of Japan living up to the 
fairly high growth target, so that it will be able to solve the unemployment 
problem as well as .make significant contribution to international economic 
cooperation through reducing its trade surplus. 

In view of the ever-increasing international interdependence as I earlier 
mentioned, no country can _expect to prosper at the expense of others. In 
other words, no country can enjoy its economic stability and development 
without fulfilling its international responsibility. 

Japan, as an influential member of the world economic community, is 
determined to attain the seven-percent growth goal so as to play its own part 
without fail. 
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7% Growth Can B·e Reached 
By Ki'iehi Miyazawa 

Minister of Economic Planning 

In response to the 'JWOlonged and severe economic recession which 
was kicked of/ by the oil crisis, the Government of Japan has taken 
many economic stimulative measures. The fiscal measures recently 
adopted include the compilation of- an unprecedented large-scale budget 
with a heavy injection of public works projects for the current · fiscal 
year. Buides, the Bank of Japan has reduced the ojJicial discount rate 
several tim6s to its pruen.t post-war low. -

But how is the Japanese economy going to rupond? Will the recent 
pump-priming fiscal measures and the low interest rates really work to 
achieve the goal of 7% economiC growth'! Another pr~blem. involves the 
move-ments in Japan's balance of payments, which now is in large-scale 
surplus. · 
. Look Japan recently asked Mr. Ki'ichi Miyazawa, Minister of Eco-
nomic Planning, for his outlook on' the e_conom71. 

The J~panese gove~ment has set 
a target of economic growth for the 
fiscal year 1978 at a level of 7%. 
With the economies of industrially 
advanced countries not- -likely e¥en 

· .- to reach a growtli rate of 4% on 
the average in 1977, the reason why 
Japan chose such a high rate of 
growth is th~ high priority the gov
ernment is placing on the probl~m 
of unemployment. 

Japan was . able to achieve its 
much-desired goal of a full employ
ment society due to the high growth 
rates during the post-war period. 
But full employment has been shat
tered by tpe long recession. The 
most important goals of Japanese 
economic policy are stable prices and 
full employment, and thus it should· 
be understood that the government 
has put a priority on improving the 
unemployment problem in setting the 
high growth target. 

last fall. Due to the effects of a 
the economy can reach 7% growth. loosening of supply-demand and the 

First, the policies of fiscal stimu.- yen revalution, the domestic whole
lation that have been incessantly sale price index is dropping below 
carried out since last fall are con- the levels of last year; Such a stable 
tinuing to spread- tbroltg-hout the- ·· wholesale price index is also having 
economy, making their effects felt favorable effects on consumer prices, 
in every sector. This can be seen which are recording increases of 
not only witP, the rise in shipments about 4% over the previous year. 
of such construction materials as Price .stability supports the govern
cement and structural steel, but also ment's resolve to carry out its poli
in capital investments in such out- cies of economic stimulation, as well 
lays as bulldozers and power shovels. as prompting greater buying among 
Furthermore, the government is now consumers and business. 
working to see that around 73% of Finally, production has continued 
the public works projects for fiscal to rise for the last five months. The 
1978 will be contracted during the actual growth in mining and manu
first half, and expenditures on these facturing production in fiscal 1977 
projects are beginning to take ef- over the previous year came to 3.2%, 
feet now. which exceeded the governmentts 

Second, inventories are progres- prediction of 2.6%. 
sively being cut. Although inven- From the above, one can see that 
tories weakened the effects of the the omens for an improvement in 
government's fiscal measures the domestic ec;onomy and the gov
throughout last year, they are now ernment's resolve to reach 7% 
being reduced in every sector, in- growth are steadily being seen. As 
eluding raw materials, distributi.on t""\regards . the balance of payments, 
and finished goods. Excess m- v however, the current account surplus 
ventories in most industries are reached $14 billion in fiscal 1977, 
steadily being reduced, and the feel- largely surpassing the government's 
ing of "excess inventories" is weak- forecast. 
ening among companies. · While the As previously stated, higher eco-
burden on companies is less~ning, 

nomic growth can be expected to suck 
in more imports and put the brakes 
on exports, thus bringing about an 
improvement in the balance of pay
ments. There were some indications 
of such changes towards the end of 
last year. But the trend towards dis
equilibrium in the payments balance 
has become stronger at the beginning 
of this year. This may seem strange 
upon first glance because it was just 
at this time when the yen rose ra
pidly against the dollar. This is _ _. 
partly because· Japanese industries 
are proceeding with their efforts to 
rationalize, but mainly we can 
see it is a kind of J -curve phenomen
on. We think that the positive ef
fects of the yen revaluation are 
finally beginning to surface, and 
that, coupled with · increased domes
tic demand, will bring about visible 
changes in the balance of. payments. 

If the stability of the dollar and 
the development of world trade can 
be achieved through international co
operative efforts, especially those of 
the U.S., we believe that such a situ
ation would have beneficial effects 
upon Japan's domestic economy. 
Moreover, the recovery of Japan's 
economy will contribute to an im
provement in the balance of pay
ments position of many countries. 
In the increasing interdependence of 
today's world economy, it is not pos- · 
sible to attain one's own economic 
growth by making a sacrifice oi some 
other country. Moreover, it is im
possible to expect the creation of 
economic stability if one country 
does not accept its responsibility. 
This is where the call of concerted 
action arises. 

In this manner, the Japanese gov
ernment .is recognizing its role as 
one of the leading members of the 
world economy, and has resolved to 
take bold steps to attain a level of 
7% economic growth. 

I~ addition, the 7% growth target 
should contribute to a reduction in 
the current account surplus through 
its effects of stimulating more im
p(irts and 'putting pressure to re
duce exports. One of the current 
reasons for the present instability 
in the international economy is the 
imbalance in the · balance of pay
ments. Thus I hope that Japan's 
choice of a high economic growth 
level will be appreciated as one as
pect of international cooperation. 

the spending on public works pro
jects will probably stimulate busi
ness productivity. In This Issue 

Froni the beginning~ most econo
mists and private research institutes 
took the opinion that it would not 
be possible to reach a level of 7% 
growth, and such a view is still the 
majority one even today. But as 
time passes, I think that more will 
come to agree with the government's 
prediction. The latest economic in
dicators allow me more optimism, 
and account for my conviction that 

Third, the cost of bor-
rowing has decreased remark
ably. The Bank of Japan lowered 
the official discount rate three times 
last year, and coupled with another 
cut carried out this month, it stands 
at its lowest mark in the post-war 
period. Along with the moderate 
rises in wages recently, one can say 
that a favorable environment for 
business has been created. 

Fourth, prices have continued the 
stability that they have shown since 
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NHK AND STUDIO 102 

June 8, 1978 
about 15 minutes 
between 7:40-7:55 

Nippon ·Hoso Kyokai (Japan Broadcasting Corporation): Established in 1925, it 
is the only public broadcasting organization in Japan with the nationwide 
network. NHK is a self-governing body, protected by law so as to be completely 
independent of all political authority and its source of financial funds are 
provided through audience fees. 

Currently, NHK has five national broadcasting networks consisting 
of · two medium-wave radio, one VHF-FM and two television networks. It conducts 
a total of 91.5 hours of educational cultural, entertainment and news broad
casts daily (total of 2,100 programs a day). The TV broadcasting is received 
by 95% of the Japanese househotd and that of radio by 100%. 

Studio 102: Broadcast from 7:35 a.m. to 8:12 a.m. daily, is a live news show. 
It takes up current topics or the latest issues and presents them .in the form 
of a commentary, inserting interviews of principal concerned with such events 
or topics. The program enjoy-s one of the highest ratings (30% in cities and 
20% nationwide)--watched by 20 million people. All of the visiting foreign 
dignities are introduced to the Japanese public through this program, . as you 
appeared 5 years ago. Since the program is watched by the average public, it 
is important to. present your discussion in an easily understandable manner. 

Anticipated Questions: 

1. Please tell us the role and recent activities of the World Bank. 

2. Could you explain your philosophy on development aid, i.e. social aspects 
of aid, assisting the poor to be productive, basic human needs, self-help 
efforts etc. 

3. How do ·you see the role of Japan as the only industrial country ·in Asia 
and what is expected of her? 

4. What role does Japan -play in the World Bank? 

5. Some personal aspects of your life, i.e. work habits, hobbies etc. 

Comment: Please make sure to express your recognition of the Japanese effort 
(since subjectively they are doing their best). and appreciation for their 
support of the Bank as the pillar of the multilateral world. 

Biodata: 

Tomokazu Sakamoto, President, Nippon Hoso Kyokai (Japan Broadcasting Corpo
ration). Born on March 28, 1919, Mr. Sakam~to_ graduated from the Waseda 
University in 1939. He entered the Nippon Hoso Kyokai (NHK) as a member of 
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the production staff of Entertainment Section. After ma~ag~ng various 
programs, he became the Director of Entertainment Department in 1965; the 
Deputy Director-General of Broadcasting in 1968 and the Executive Vice 
President . in July 1976. He assumed his present post in .September of i976. 

Sueo Saito, Chief announcer. Born on March 19, 1935, Mr. Saito graduated 
from the Faculty of Economics, Keio University in 1957. He entered the NHK 
in 1959 and after serving in various regional offices became the staff of 
the announcer's office_- He has been the chief announcer of Studio 102 since 
April of 1977. 



MEETING WITH KEIDANREN 

Attendants: 
KEIDANREN 

Mr. Toshiwo Doko, President 
Mr. Yoshizane Iwasa, Vice President 

June 8, 1978 (10:40-11:30) 
at Keidanren 

Mr. Renzo Taguchi, Chairman of the Economic Coope.ration Committee 
Mr. Nihachiro Hanamura, Executive Vice President 
Mr. Rikuzo Kotoh, Senior Managing D1rector 
Mr. Tokizo Okuhara, Senior Managing Director 

World Bank 
Mr. Robert S . . McNamara 
Mr. William Clark 
Mr. Tarao Maeda 
Mr. Caio Koch-Weser 
Mrs.· . K.eiko Atsuini ·{interpreter) 

KEIDANREN (Federation of Economic Organizations): Keidanren is the most 
powerful private institution embodying every sphere of economic activities 
in Japan. It was established in 1946 through a merger of all the major economic 
organizations. The membership counts 126 organizations and 789 corporations. . 
Its objectives are (i) studying both domestic and international economic 
problems by maintaining close contacts with various economic sectors to .find 
practical solutions, (ii) contributing towards a sound development of the 
national economy, and (iii) strengthening of friendly economic relationships 
with other countries. 

Traditionally, the most influential business leaders in Japan have 
managed the Federation. Having strong influence on the Government's policy 
formulation, the management group is often called the "shadow cabinet". The 
current President is Mr. Toshiwo Doko, highly respected, conscientious, 
brilliant. and sensible ' "old" -man. 

Background: The purpose of the meeting is to discuss present conditions of 
the Japanese economy and its problems as viewed by business leaders. In 
contrast to the general overseas impression that Japan has successfully over
come the oil crisis, the feeling of ·stagnation strongly prevails among ~he 
business leaders. Cooling-down of investment moods by entrepreneurs is 
regarded as the major factor in the slow economi~ recovery. 

Points of discussion: 

1. Environment for corporate earnings. 

2. Investments in .new machinery and equipment. 

3. Over-employment. 

4. Impact of the high value of yen. 
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5. Structured problems among industries. 

6. Forecast for .the FY78 economy. 

7. Economic cooperation as viewed · by .:business. 

Suggested comments by Mr~ McNamara: : Because of their strong influence over 
politicians, please request their continued support of ODA in general and 
the World Bank Group, in particular. 

Biodata: 

Toshiwo Doko, President. Born on September 15, 1896, he graduated from the 
Machinery Engineering Department, Tokyo Technical College. He joined 
Ishikawajima-Harima Heavy Industries Co., Ltd. {!HI) in 1920. He served as 
the President of !HI from 1950 to 1960. From 1957 to 1965 he concurrently 
served as a director of Toshiba. He was the Chairman -of the Board, !HI, in 
1964-72. Concurrently he served as the President of Toshiba, 1965-1972; 
Vice President of Keidanren, 1968-1974; and the Chairman of Toshiba, 1972-
1976. Presently, he is the President of Keidanren {since 1974), a director 
and Counsellor of Toshiba {since 197'6), and a director of !HI (since 1972). 

He has ·influenced Japan '·s policies on the economy, . politics, finance, 
and science, in his capacity as the Chairman of Industrial Structure Council, 
Ministry of .International Trade and Industry; .Member of Science and Technology 
Council, .Science and Technology Agency; Counsellor of the Bank of Japan; 
Chairman of . the Board of Nippon Atomic Industry Group; Chairman .of Japan 
Society for Promotion of Machine Industry; Chairman of International Develop
ment Center of Japan; Chairman of International Edu-cational and. Cultural 
Exchange Foundation. 

Yoshizane Iwasa, Vice ·President. Born on February 6, 1906, .he entered the 
Yasuda Bank, Ltd. in 1928 after graduating from the Dept. of Political 
Sciences, the Tokyo Imperial University. He became the Executive Director 
of the Fuji Bank Ltd. in 1948; the President in 1963; and the Chairman in 
1971. He has served as the Vice President of Keidanren and the Chairman of 
its Committee on International Finance since 1974. 

Renzo Taguchi, Chairman of the Economic Cooperation Committee of Keidanren. 
Borri on February 3, 1906,' Mr. Taguchi graduated from Yonezawa Higher School 
of Technology in 1929. He joined the lshikawajima-Harima Heavy Industries 
the same year. He was appointed as a director in 1947; the Vice President 
in 1961; the President in 1964; and to the present Chairmanship ~n 1972. 
He also serves in the board of a number · of companies and institutions. He 
is also a member of the Tokyo Chamber of Commerce and the Over~eas Technical 
Training Association. 

· 'Nihachiro Hanamura, Executive Vice President. Born on March 30, 1908, he 
graduated from the Faculty of Economics of the Tokyo University in 1932. He 
joined the forerunners of Keidanren the same year and was appointed as the 
Director of the Administration Dept. in 1947. He .became the Executive Vice 
President in 1975 and has concurrently .served as a Vice President since 1976. 
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Rikuzo Kotoh, Senior Managing Director. Born in 1908, Mr. Kotoh studied 
at the Waseda University. In 1941, he joined one of the forerunners of · 
the Keidanren. He became the Director of the Research Department in 
1949, the Executive Director in 1960. He assumed his present post · in 1966. 

Tokizo Okuhara, Senior Managing Director. Born in 1913, Mr •. Okuhara 
graduated from .the Waseda University in 1937. He joined one of the 
forerunners of the Keidanren in 1941. He became the Director of the 
Economic Department of the Keidanren in 1959 and the Managing Director 
in 1966. He assumed his present post in 1976. 

Comment:(confidential) Mr. Doko is most willing to pass any request you 
may have on to the Prime Minister and . the others. 



.) .NIHON KISHA CLUB 

(Japan National Press Club) 

June 8, 1978 (12£00-13:30) 
at the National Press Club 

·Nihon Kisha ·club: The national press club in Japan, established on November 1, 
1969 with the joint' cooperation of the Japan Newspaper -Association, Japan 
Broade;asting Federation and NHK (Japan Broadcasting Corporation). 

Since its establishment, the Club has invited many di~tinguished 
guests, both domestic and foreign, to enable multilateral contacts for its 
members with various news sources. The Club also conducts seminars, lectures 
and press tours for its members. 

The Club membership is composed with 140 news media corporations and 
1,500 editors, commentators, and publishers. The Club has a secretariat office 
in the newly built Press Center completed in August of 1976. 

Procedure: .Approximately 70-90 journalists are expected to attend. The usual· 
time allocation is 40 minutes for greetings, lunch, and introduction; 20 minutes 
for speech (without interpretatio-n· but with Japanese translation of the speech 
distributed); and 20-25 minutes for questions and answers (with consecutive 
interpretation~) Mr. Akinobu Kojima, Editor-in-Chief of Nihon Keizai Shimbun, 
will introduce you and Mr. Masao Kunihiro, a TV newscaster and interpreter at 
the previous occasion, will interpret for you. 

Anticipated Questions: 

Ql. Considering the low level of Japan's overseas aid, do you think Japan 
could contribute more to development efforts? 

Q2. Do you have any requests for the Japanese Government regarding the issue 
of development efforts? 

Q3. In what way could Japan cooperate with the World Bank? 

Q4. What do you think of the Carter Administration's aid policy as its 
relates to human rights? 

Q5. During your terms of office, the Democrats and the Republicans have 
taken turns in the _American administration. Has · that influenced the 
Bank in any way? 

Q6. What is your view on development aid to Asia and the Bank's ·relationship 
with the ADB concerning this issue? 

Q7. What would you say to Japan's continued surplus in the BOP? 

Q8. What is your long-term perspective on the Japanese economy? 
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. .) Q9. May I have your comment on th~ .g·.enerally low· .level of ODA? 

QlO. How effective, in your opinion is the UNCTAD in promot~ng North-South 
Dialogue? 

Qll. Recently the Bank seems to have shifted more emphasis on agricultural 
credit. What has brought this change? Will it continue to be an 
important component -in the Bank operations? 

Ql2. What is the status of Chinese membership? 

Ql3~ What is the Bank's lending policy? 

Biodata: 

Akinobu Kojima, Editor-in-chief of Nihon Keizai Shimbun. Born on April 22, 
1928, Mr. Kojima graduated from the Waseda Univeristy. He joined the Nihon 
Keizai Shimbun in 1951 and ·served . in their New York and Brussels offices from 
1960 · to 1963. He returned to Tokyo as Assistant Foreign News Editor in 
October ·of 1963, became Foreign News Editor and concurrently Deputy Editor-in
·chief in 1968. He assumed his present post in 1975 and was appointed to serve 
in the Board of Directors in 1977. He is the Chairman of the Special Event 
Committee -of the Japan ~ational Press Club. 

Masao ·Kunihiro, NTV (Nippon Television Network Corporation) newscaster. Born 
in 1930, Mr. Kunihiro earned his M. A. from the University of Hawaii in 1955. 
He worked as an interpreter at the U. S. State Department from 1957 to 1962. 
He became a lecturer of Cultural Anthropology at the Chuo University in 1963. 
Since 1969 he has been a lecturer at Sophia University and Ochanomizu Women's 
College as well as Professor of Cultural Anthropology at the International 
Commercial College. He is a newscaster at NTV, a ·commercial television 
affiliated with Yomiuri Newspaper. He has authored many articles on US-Japan 
cultural differences. He is the. most prominent interpreter in the field of 
economics. 



Anticipated ·questions at TV Interview 

Please refer to the background brief on NHK and Studio 102. 

1. Please tell us the role and recent activities of the World Bank. 

2. Could you explain your philosophy on development aid, i.e. social aspects 
of aid, assisting the poor to be productive, basic human needs, self-help 
efforts etc. 

3. How do you see the role of Japan as the only industrial country in Asia 
and what is expected of her? 

4. What role does Japan play in the World Bank? 

5. Some personal aspects of your life, i.e. work habits, hobbies etc. 



Anticipated Questions at the Press Luncheon 

Please refer to the background brief on the press lunch. 

1. Considering the low level of Japan's overseas aid, do you think Japan 
could contribute more to development efforts? 

2. Do you have any requests for the Japanese Government regarding the 
issue of development efforts? 

3. In what way could Japan cooperate with the World Bank? 

4. What do you think of the Carter Administration's aid policy as it relates 
to human rights? 

5. During your terms of office, the Democrats and the Republicans have 
taken turns in the American administration. Has that influenced the 
Bank in any way? 

6. What is your view on development aid to Asi"a and the Bank's relationship 
with the ADB concerning this issue? 

7. What would you say to Japan's continued surplu·s in the BOP? 

8. What is your long-term· perspective on the Japanese economy? 

9. May I have your comment on the generally low level of ODA? 

10. How effective, in your opinion is the UNCTAD in promoting North-South 
Dialogue? 

11. Recently the Bank seems to have shifted more emphasis on ~gricultural 
credit. What has brought this change? Will it continue · to be an 
important component in the Bank operations? 

12. What is the status of Chinese membership? 

13. What is the Bank's lending policy? 
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INTERNATIONAL BANK FOR I 
RECONSTRUCTION AND DEVELOPMENT 

TOKYO OFFICE I INTERNATIONAL DEVELOPMENT 
ASSOCIATION · 

OFFICE MEMORANDUM 
TO: Mr. Robert s. McNamara DATE:June 7, 1978 

FROM: Tarao Maeda, 

SUBJECT: Minister Ushiba's Press Conference 

Just for your information, Minister Ushiba, in his press conference 

of yesterday, expressed th~ urgency of coming up with specific 

measures to increase external assistance and emergency import 

measures (such as importation of uranium) to reduce the current 

account surplus. Behind his statement is the anticipation that 

reducing the current account surplus to $6 billion is impossible. 

cc: Messrs. Clark and Koch-Weser 

.. . :-··. 



BREAKFAST MEETING WITH FOREIGN MINISTER -SONODA 

Attendants: 
Ministry of Foreign Affairs 

Mr. Sunao Sonoda, Foreign Minister 

June 7, 1978 (07:30-08:45) 
at the Iikura Guest House 

Mr. Toshiaki Mutch, Director-General, Economic Cooperation Bureau 
Mr. Takayuki Kimura, ~irector, Multilateral Cooperation Division, ECB 
Mr. Ryojiro Watanabe, Personal .Secretary to the Minister 

World Bank 
Mr. Robert S. McNamara 
Mr. William Clark 
Mr. Tarao Maeda 
Mr. Caio Koch-Weser 

Background: Foreign Minister Sonoda (a very close associate of Prime Minister 
Fukuda) is most anxious to exchange views with you. The Iikura Guest House 
(built in 1970) is the Foreign Ministry's official guest house to entertain 
only the state guests. It has a historical archives containing all of diplomatic 
documents since Japan opened to the West in the Meiji Restoration. Minister 
Sonoda is much committed on Japan-China relations and he would likely talk more 
as a politician than a foreign minister. He has just returned from the United 
Nations' Disarmament Conference in New York. 

Points likely to be raised by Minister Sonoda: 

1. Appreciation to the Bank's achievements as an international development 
financing institution as well as its expanded studies on various North
South issues under the leadership of Mr. McNamara. 

2. General North-South issues - debt problems, primary commodity problems, etc. 

3. Brandt Commission and World Development Report. 

4. Future of the North-South problems. 

5. Japan's policy towards doubling of ODA in three years. 

6. China issue, and possibly Vietnam and Korea. 

7. Briefly on co-financing (but this is likely to be left for Minister Ushiba). 

Suggested Comments by ·Mr. McNamara: 

1. In tone of general appreciation for the past · cooperation of the Japanese 
Government, discussions should .be kept in broad philosophical framework of 
development aid and North-South issues. (You may compliment on the Minister's 
speech at the UN which is attached). · 
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Biodata: 

Sunao Sonoda, .Minister for Foreign Affairs. Born on December 11, 1913 in 
Kumamoto Prefecture, he became ·the village chief in 1946. He was elected to 
the House of Representatives in 1947 and after hold~ng various posts within the 
Liberal Democratic Party, .became the Parliamentary Vice Minister of Foreign 
Affairs in 1955. He attended the Eisenhower-Kishi meeting as an advisor to 
the Prime Minister in 1956. In 1957 participated in the Inter-Parliamentary 
Union Conference held in Geneva. He then became Deputy Secretary-General of 
the Liberal Democratic Party in 1961, the Minister of Welfare in 1967, the 
State Minister and D~rector of the Cabinet Secretariat in 1976, and the Minister 
of Foreign Affairs in November of 1977. 

He is considered to be very strong in Japan-Russo/China relations. 
Having spent all of his life on politics, Minister Sonoda (along with Minister 
Nakagawa) typifies the enthusiastic, energetic and vigorous politicians. 

Toshiaki Mutoh: Please refer to the briefing in Minister Ushiba's meeting. 

Takayuki Kimura: Please refer to the briefing in Minister Ushiba's meeting. 

Ryojiro Watanabe, Secretary to the Minister. Born on January 13, 1936, he 
graduated from the Faculty of Law, Hosei University ·in 1958. He worked -as a 
journalist of NHK .(in Sendai, Morioka and Tokyo) from 1959 to 1977. He 
became Secretary · to the Minis.ter in November of 1977. 
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