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ABSTRACT
Japan's economic growth and accompanied industrial development since
World War |l have drawn attention of many on the globe to the role of the
industrial policy pursued by the government of Japan. However, many misunder-
standings persist. The paper focuses on how the Japanese industrial policy

functioned in the 1980's.

The formulation of the so-called "visions" constituted a major tcol of
Japan's industrial policy. They are not of the nature of directives. For the
private business executives, they were perceived as one of future scenarios
which reflected views of a wide ranging experts. For industrial policy plan-
ners, they served as guidelines in formulating specific policy measures such
as tax and financial incentives.

The emphasis of industrial policy has been placed on four areas: 1)
promotion of research and development, 2) industrizl adjustment assistance, 3)
responses to "trade friction" and 4) deregulations. For examplie., MITI's sup-
port for establishing a R& association as part of its technology development
program often generated social benefits outweighing its costs through its role
as "pump priming.” There has been no case where efficiency seem to be im-
paired or fairness in choosing contracted firms compromised.

Japan's industrial policy has basically conformed to the function of

market mechanism. The industrial adjustment measures have been granted as a
temporary relief te alleviate impacts of sudden changes in demand and supply
conditions, in particular for small and medium firms to facilitate their

adjustment. The transfer of resources from depressed industries to some other
more promising industries has been encouraged. under specific temporary legis-
lations, through the accelerated reduction of production capacities and rede-
ployment of workers. Generally no protectionist measures such as import quota
or tariff increases have been implemented in Japan. The duration of assist-
ance has been limited. The long-term industrial structural adjustment has
been carried out more through the presentation of "visions” and other means to
foster efforts of individual private firms rather than direct measures of
industrial adjustment assistance.

The voluntary export restraints undertaken by Japan as responses to the
so-called "trade friction" have tended to become permanent. It is desirable
to maintain the transparency and to limit the duration. The "trade friction”




over semiconductors between the U.S. and Japan suggests the need for a set of
international rules for coordinating the industrial policies and measures for
counteracting oligopolies.

The "deregulation" represents one of the main currents in the 1880's. In
Japan the changing policy towards the oil refining industry is an example of
the deregulation in the area of industrial policy. This reflected the public
opinion in favor of eliminating excessive interventions by the government
in the tight of increasing trust in market mechanism. The regulations of the
oil industry which had been justified as countervailing power against interna-
tional oligopolies in basic materials and cartels of oil exporting countries
were greatly relaxed.

The paper discusses the main features of Japan's industrial policy in the
1980's. Specific regional policies and policies for promotion of small and
medium firms are not dealt with in this paper. Also, the assessment of effec-
tiveness of various policy measures on the related industries and, consequent-
v, on Japanese economy as a whole is not within the scope of this paper.




