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1. Introduction

During my career at MITI, JETRO,
and Japanese Mission to OECD, I had nume-
rous occasions to discuss Japan's industrial
policy and encountered many supporters evena
admirers as well as many critics of MITI
and of its policy. I have found an important
point of agreement between them : they share
a view that the industrial policy of Japan has
been highly effective in prombting industrial
development and economic growth in earlier
years and, more recently, industrial restruc-
turing. Many of them believe that MITI's
policy has been the single most important
factor in Japan’s industrial achievements.

As a MITI official, I naturally felt flat-
tered at the great importance attached to the
ministry but, at the same time, I could not
help feeling somewhat uneasy at what seemed

to me an exaggerated image of the role of
MITI. ‘

In his remarkable review of Japan’s
industrial policy; Professor Kozo Yamamura
of University of Washington likened the
debate on the effectiveness of industrial policy
to the theological debate. “As in the debate
on the existence of God”, he says, ‘‘neither
avowed supporters of industrial policy nor
the market—trusting critics of it have infal-
liable means to prove their case”. 1 agree
with Prof. Yamamura. Whichever side one
may take as to the effectiveness of industrial
policy, one can not go much beyond expres-
sing one’s own belief or conviction. The
basic difficulty in assessing the role of indus-
trial policy lies in the fact that it is impossible
to establish empirically what would have
happened in the absence of industrial policy.

Professor Yamamura’s view, which he says
is based on a conviction he has come to have

after twenty—~odd years of studying Japanese
industrial policy, is that “i¢ has been more
effective than many economists would admit
but substantially less so than maintained by
the Americans urging adoption of industrial
policy & la japonaise”. My own view hap-
pens to be close to his. Incidentally, his
formula seems to have a wide application
to a number of hotly debated issues. For
example, I think that Japanese market is not
so open as many Japanese claim but. that it
is not so closed as many foreigners say.
Perhaps the truth often lies between the two
extremes.

Coming back to industrial policy, 1
believe that it has been an important factor
in Japan’s post—war economic growth and
industrial achievements but that its true role
has often been exaggerated and projected
larger than its real size. There are a number
of reasons why it has been so. One of them,
and I think an important one, is a tendency
to infer too easily a causal relationship from
the parallel existence of active industrial
policy on the one hand and rapid economic
and industrial growth on the other. As the
elementary theory of statistics tells us, correla-
tion does not guarantee causality. And the
inference I have just mentioned fails to reco-
gnize fully the importance of other factors
which have made a significant contribution
to economic and industrial performance of
Japan during the last four decades.

In a Brookings Institution’s study of
1976 entitled “Asia’s New Giant”, which I
think now stands as a classic, Philippe Trezise
and Yukio Suzuki argued, convincingly, that
the political stability in the post—war Japan,
although subjected to occasional strains, had
provided a favorable environment for active



business investment. It is evident that active
investment has been instrumental in promo-
ting rapid economic growth through con-
tinuous reallocation of factors of production
and industrial application of new techno-
logies.

The political stability which has been
sustained almost without interruption is very
much due to a prevailing view, if not a true
consensus, that economic growth is a good
thing, something desirable and worth striving
for. This shared motivation for growth has
helped to dissipate ideological debate and
secure the acceptance, support and ultimate
success of progrowth policies among which
industrial policy has figured prominently.

I would like to mention two other
factors which, I believe, counted heavily in
the Japanese growth process. One is that,
in the post—war industrial world, Japan had
started, and styed for many years, as a fol-
lower and joined more advanced industrial
nations as a late~comer. From that position,
she could draw much advantage. The United
States and European countries provided a
model for Japan to emulate. With the model
in sight, it was not very difficult to guess
which were the promising areas for industrial
efforts. In a more concrete sense, Japan
could borrow from the West industrial and
managerial technologies and know-how on
which to build modern industries. It is some-
times forgotton that quality control techniques
which are highly developed in Japan have
their origin .in what Japanese industries
learned in the 1950s and 60s, particularly
from the United States, and adapted to the
local climate. I think that Japanese growth
until the early 1970s can best be characteriged
as a “catch-up” process.
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Another important factor is the interna-
tional environment which, at least until the
end of the 1960s, remained highly favorable
for Japan’s economic growth. World econo-
mic growth at a reasonably high rate, the
liberal trade regime promoted by the GATT
under the strong US leadership and stable
exchange rate were particularly important
in enabling Japanese industries to find expan-
ding markets for their increasingly sophis-
ticated products.

I am convinced that had there not been
present the factors I have mentioned, today’s
Japan would look very much different from
what we see now. Those factors—political
stability, growth motivation, advantage of
being a follower and international circums-
tances— —together constituted an environment
in which the industrial policy could play its
role effectively.

2. A brief historical review of
Japanese industrial policy

It is important to note that the charac-
ter of Japanese industrial policy has changed
greatly over time. In its essence, industrial
policy involves government intervention in
the market mechanism with the aim of impro-
ving industrial performance. But the form,
and the degree of intensity, of intervention
can and in fact did vary.

In the early post—war years, the prin-
cipal policy objective was to reconstruct
industrial activities. At the end of the war,
industrial production was less than 20 per
cent of the pre-war peak level. Everything
was in short supply and inflation was rampant.
Mass - scale starvation was barely averted

thanks to the U.S. food aid. Under the
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circumstances, the Government decided to
place the top priority on the two key sectors :
coal and iron and steel. Accordingly, material
and financial resources available only in a
very limited quantity were heavily concen-
As a result of
which had

dropped from the war—time peak of 50 mil-
lion tons to 6 million tons in 1945, rapidly
expanded to reach nearly 30 million tons in
1947. Steel production also recorded a parallel
increase. Increased production of coal and
steel provided the necessary base for recovery
of output of other sectors: machinery and
equipment first and subsequently consumer
goods. The process of industrial recovery
from the disastrous damage of war was thus
successfully put into place. Severe shortage

of supply persisted, however, and the Govern-
ment applied a strict control to distribution

trated into those sectors.
this policy, coal = production,

of certain production materials and essential
consumer goods. Commodity prices, wages
‘and corporate profits were also controlled
by the Government. The same was true with
foreign exchange receipts and expentitures.

From about 1949, extensive govern-
ment controls began to be relaxed and the
market mechanism was allowed to enlarge
its scope. In the same year, and in order
to arrest inflation, an important package of
drastic stabilization measures were imple-
mented. The package included a draconian
cut in government expenditures, discontinua-
tion of preferential loans out of proceeds
from the U.S. aid, abolishment of wvarious
subsidies to compensate price differentials
and the establishment of a single exchange
rate at 360 yen per U.S. dollar, the rate which
would remain unchanged until the Nixon
shock of 1971. It was also in 1949 that the
present Ministry of International Trade and

Industry, MITI, was created on the vasis of
the old Ministry of Commerce and Industry.
In my view, the most important feature of
the reorganization was that the new Mini-
stry was given the primary responsibility for
international trade policy as well as for indus-
trial policy. I think it reflected the recogni-
tion of a close link between the two policy
areas.

In the 1950s, the main concern of
industrial policy was to promote moderniza-
tion of certain key industries including iron
and steel, electricity, machinery, fertilizer and
chemicals. In consultation with the industries
concerned, MITI drew up sectoral plans of
modernization indicating production targets,
major elements in modernization efforts and
required amount of equipment investment.
In conformity with the plans, MITI mobilized
all the available policy instruments such as
financial aid, preferential taxes, tariff and
non+tariff importection, foreign exchange al-
location and authorization of importation of
foreign technologies.

It is important to note that, in those
years, foreign technologies and foreign capital
played a particularly important role in com-
plementing indigenons technologies and do-
MITI also worked hard
to propagate modern management methods
designed to produce better quality goods at
cheaper costs in a shorter period. The
Ministry established industrial standards
called JIS which contributed greately to
promoting standardization and interchang-

mestic savings.

eability of parts. Japan Productivity Center
which was created in 1955 under the auspices
of MITI played a central role in a nation-
wide campaign for productivity improve-
ment. The campaign was based on three



principles : first, improved productivity is

conducive to higher employment; second,

concrete actions for productivityincrease

should be examined and adopted through

cooperation between management and labor;

and, third, the fruit of improved produc-

tivity should be distributed in an equi-

table manner among managers, share~holders,
workers and consumers. Capital equipment and
materials are a necessary hardware for indus-

trial production. But, in order to harness

the hardware to a good use, it is indispensable
to have software consisting of, among other

things, production and management tech-

niques, well-organized efforts at enhaning

productivity and institutional framework for

standardization and protection of intellectual

property rights. I think it is fair to say that

MITI played a major role in securing adequate
supply of both hardware and software for

rapid industrial development.

Industrial policy in the 1950s was highly
interventionist in nature. It was a period
which I like to characterize as “mercantilist”.
Peter Drucker spoke highly of the policies
which were actively pursued in that period.
To quote from the article he wrote for the
summer 1987 issue of “Foreign Affairs”,
those policies “brilliantly matched the reali-
ties of Japan’s economy and its needs. Indeed,
no other policies could possibly have worked”.
It is gratifying to hear such a praise from
an emninent American scholar. But, I feel
conpelled to repeat what I have already said :
namely that the industrial policy, particularly
in the period under consideration, represented
an aspect of the national efforts at catching—
up with industrial forerunners. It is therefore
incorrect to think of MITI as something
like the Prussian General Staff which, under
Generals Moltke, Gneisenau and Schlieffen,
drew up and executed ingenious war—plans.
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In 1963, an advisory council of MITI
(Industrial Structure Research Council) sub-
mitted a report to the Minister. This report
has often been cited as an evidence of MITI’s
well-conceived and comprehensive industrial
strategy. That is because the report recom-
mended a set of policies aimed at promoting
certain industrial sectors selected on the basis
of two criteria : high income elasticity of
demand and, on the supply side, potential
for rapid productivity growth. In my view,

however, the report was essentially an ex—post
justification of what MITI had been doing
in the preceding years in a rather piecemiel
manner, out of the desire to attain as quickly
as possible the level of industrial and techno-
logical development which had been achieved
in the United States and Europe.

In fact, when the report was submitted, \
the “mercantilist” period was approaching
its end and sector—specific promotional poli-
cies were being phased out. Since the begin-
ning of the 1960s, the government proceeded
to successive liberalization of imports and of
international capital transactions. Domesti-
cally also, direct control and intervention
increasingly gave way to indirect and softer
measures. New policy tools which were
developed at that time and have been widely
used since then include visionmaking and
administrative guidance to which I will return
later.

The Nixon shock in August 1971 finally
resulted in the generalized float of exchange
rates in February 1973. In October the same
year, the world was shaken by the first oil
shock. The early 1970s thus marked the
beginning of a period of profound structural
changes which are still in progress today.
Spectacular innovation especially in computer
and communication technologies and rapid
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internationalization of business activities pro-
vided a further impetus for structural trans-
formation of production and trade everywhere
in the world. I believe that the ultimate
rationale of industrial policy in a market
economy resides in the ability of the govern-
ment, which by no means is self-evident but
can be real as I think has been the case in
Japan, to guide, encourage and help private
initiatives to meet the challenge arising from
changing circumstances. The emphasis in
industrial policy naturally should change
according to the nature of the challenge. It
stands to reason, therefore, that MITI’s policy
since the beginning of the 1970s has been
directed toward industrial restructuring, pro-
motion of high-technologies, improvement
of amenity of life, internationalization of
corportate activities,

demand and so forth.

stimulating domestic

I must emphasize,
however, that the role of the government
has been rather auxiliary in the process of
I wish to illustrate
the point by looking at what. has been
happening in the Japanese economy since the
Plaza accord of September 1985.

structural adjustment.

3. Restructuring of the
Japanese economy since

1985

In the last three years, Japanese economy
has undergone tremendous changes. To begin
with, there was a sharp reversal in the
pattern of economic growth. Until 1985, net
export of goods and services had been an
important source of economic growth. In
1986 and 1987, however, external demand
was no longer a positive factor in growth.
In fact, its contribution to growth turned
negative, and real GNP growth was entirely

acco ‘nted for by expansion of domestic
demand.  According to the estimates by
Economic Planning Agency, real GNP growth
in 1987 was 5 per cent of which 6 per
cent originated in domestic demand with net
exports making a negative contribution of
minus 1 per cent. It may be interesting to
note, en passant, that economic growth through
domestic demand is not a novelty in. Japan.
During the 1950s and 60s, the rate of annual
GNP growth averaged about 10 per cent in
real terms, and that rapid growth was led
not by external demand but by domestic
demand, particularly personal consumption
and- fixed investment in the private sector.
The|growth pattern which emerged in 1986
represented therefore a return to the pattern
prevailing in the earlier high growth period
although, of course, the overall rate of growth
was much lower this time. '

Structural reorganization is of course an
ongoing process. It is a normal and natural
feature of a growing economy. Since World
War II, Japan had experienced [three major
periods of restructuring : reconstruction after
the war, rapid overall growth of the 1960s
when a number of key industries were firmly
established, and: adjustment to the oil price
shocks in 1973 and 1979. A fourth, and the
present, wave of restructuring started as.
direct response to the sharp appreciation: of
the yen. The speed and scope of structural
changes in the last three years have vastly
exceeded the general expectation which was
prevailing in April 1986 when a government
commission chaired by Mr. Maekawa, former
governer of Bank of Japan submitted its report:
to the then prime minister Mr. Nakasonse.
The commission stressed the need to restruc-
ture Japanese economy so as to'make it more
harmonious with the international economy
and proposed a series of policy measures.



aimed at reducing Japan’s external surplus
particularly by stimulating domestic demand.
Japanese economy has been moving since than
along the lines called for by the commission,
but I suspect that even Mr. Maekawa did
not foresee the dramatic transformation of
the Japanese economy which would be taking
place in such a short span of time.

The yen value in terms of the US dollar
has almost doubled since the Plaza accord of
September 1985. There is no doubt that
the yen appreciation of such a magnitude
has been the single most important factor to
cause structural changes of a vast scale. It
has precipitated a major shift in priorities
and strategies of Japanese business, oriented
toward exploiting domestic market, increased
imports of foreign manufactured goods, expan-
ding overseas direct investment, diversifica-
tion .into new lines of activities, added efforts
in research and development, and so on.

I believe that the structural reorientation
in the Japanese economy has 'largely resulted
from business strategies which have been
modified drastically in response to the higher
ven. Domestic demand growing faster than
GNP has had its natural consequences in
decelerated -expart growth and, more specta-
cularly, strong rise in imports.

In dollar terms, total imports increased
18 per cent in 1987, after having declined in
the preceding two years. Among the major
product categories, it was manufactured goods
which recorded the strongest rise : 31 per cent
in 1986 and 25 per cent in 1987. The upward
trend of imports, particularly of manufactured
products, has become even more pronounced
in 1988.

I will not.go into ‘the detail but I wish
to mention a few salient features which
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characterize recent trends of Japanese manufac-
tured .imports.

(1) By type of products, consumption goods,
both durable and nondurable, showed faster
Rapid
penetration af all sorts of foreign—made con-
sumer goods into the Japanese market is
highly visible in shops and on streets not
only in large cities and their suburbs but
also in remote provincial areas. Improved
price competitiveness of foreign goods and
higher income of Japanese consumers have
been obvious factors in the surge of imported
goods. But I think that business attitudes
toward imports have also played an important
role. For example, large retailers like depart-
ment-stores and chain-stores are becoming
increasingly eager to buy directly abroad
without going through trading houses. Par-
ticularly important is increasing recourse to
the so~called *“‘development imports™ : imports
of foreign—made goods which are designed
and developed according to the specifications
given by Japanese distributors. It is also
reported that there are more and more
manufacturing firms which import - finished

goods to put them on the Japanese market
with their own brands.

growth of imports than capital goods.

(2) Within the category of capital goods,
parts and components have been a more
dynamic element in expansion of imports.
Japanese manufacturers have now become
much more willing, and often find it even
imperative in order to remain coinpetitive, to
incorporate more imported parts and com-
ponents in the production process. To do
that, they are making every effort to find
dependable foreign suppliers with whom they
can build a stable business relationship often
involving technology transfer.
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(3) In 1987, Asia including -China became
the largest supplier of manufactured products
for Japan. Manufactured imports from Repub-
lic of Korea, Taiwan and Hong Kong taken
together amounted to $11.6 billion, up 61
per cent. Those from ASEAN nations regis-
terd a 48 per cent increase and reached $3.1
billion. Manufactured imports from China
was worth $2.9 billion, up 49 per cent. As
a result, East and South East Asia including
China increased their share in total Japanese
imports of manufactured goods from 22.5
per cent in 1986 to 28.2 per cent in 1987.
The United States and the European Com-
munity took 26.8 per cent and 23.0 per cent,
respectively. Trade statistics clearly reveal
that there has been significant diversification
of Asian exports into more sophisticated and
technology intensive products including came-
raé, radio receivers incorporating sound recor-
ding system, VCRS, switchgear and control
equipment, electric motors and transformers,
in_tegfated circuits, component parts of com-
puters, etc. I think that changing nature of
trade between Japan and the neighboring
Asian countries represents an important aspect
of a new type of international division of
labor which is rapidly taking shape in
Asia and supporting the dynamism of the
region. I believe also that Japanese foreign
direct investment has been playing an active
and positive role in that process.

The pace of Japanese foreign direct
investment has quickened significantly since
the yen started, in 1985, to appreciate sharply
against the U.S. dollar. According to the
latest statistics released by Ministry of Finance,
direct investment in fiscal 1987 amounted to
33.4 billion dollars, representing an increase
of nearly 50 per cent over the previous year.

‘the United States and Asia.

Investment in manufacturing, in particular,
more than doubled and came close to $8
billion. At the end of March 1988, the
cumulative total of foreign direct investment
reached $ 140 billion of which manufacturing
sector accounted for 26 per cent, finance and
insurance 21 per cent, and trading and
services 12 per cent.

The recent surge of manufacturing
investment has been particularly strong in
Formerly,
Japanese manufacturing investment in Asia
was largely concentrated on a limited range
of sectors with low technology intensity and
the products were principally directed to
local markets of host countries. More recen-
tly and particularly with the yen apprecia-
tion, Japanese investment has come to cover
wider areas such as electric and electronic
industries and production from Japanese
investment is increasingly oriented toward
exports out of host countries, including
exports to Japan. )

4. How MITI is organized and
how it works

I now move to the next topic which
is MITI’s organizational characteristics and
working methods. Apart from Minister’s
Secretarit, there are seven internal Bureaus
and three agencies which are attached to
the Ministry. Four of them have respon-
sibility for a particular segment of industrial
activity : basic industries, machinery and
information  industries, consumption goods
industries and, finally, natural resources and
energy. The responsibilities of other bureaus
and agencies are horizontal in nature in the
sense that they cut across sectoral boundaries :
international trade, industrial structure, fore-



ign investment, industrial location and envi-
ronmental protection, small and medium
enterprises, industrial technology, etc.. This
matrix—like structure of the Ministry seems
particularly fit for complex policy issues
which require examination from different
angles, vertical in the sense of sector—specific
as well as horizontal. This organizational
structure implies that, generally speaking,
MITI's decision—making is not very quick
but takes time because it involves consulta-
tion and co—ordination at various levels in
order to achieve as wide an agreement -as
possible. 'When differing views persist,
“arbitration” becomes necessary. Normally,
it is Director of General Coordination Division

iin the Minister'’s Secretariat who is charged

with the task. But, depending on the com-

plexity and difficulty of the issue, arbitration
may take place at higher levels involving
Director-General of Minister’s Secretariat,
Vice-Minister and, ultimately, Minister him-
self. High-level arbitration, however, is not
a normal process : it is considered as the last
resort. MITT’s organizational characteristics
and working methods have both merits and
demerits. It seems to me that there is an
increasing need for prompt decision and
action and that, accordingly, the decision—
making process should be re-—examined in
ordér to accommodate that need.

As T mentioned earlier, vision-making
and administrative guidance are among the
most important policy tools which MITI use
to influence the private sector.

Visions have been formulated at various
levels of aggregation : for the whole industrial
sector in some cases, and for specific indust-
rial branches in other cases. Sometimes,
a vision is called “plan” or “program”.
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However it may be called, a vision is, in
its essence, a description of the future evolu-
tion of the industry concerned which is
judged to be desirable in light of, partiucu-
larly, economic and technological environ-
ments both at home and abroad. It is true
that, generally speaking, a vision calls for
government support in various forms, especi-
ally financial and fiscal incentives. These
incentives may or may not be implemented
but, at any rate, they are generally of a
modest size and their value is rather symbolic
in nature.

A more important role of vision is to
generate as wide a concensus as possible on
important policy issues. It must be noted
that the formulation and presentation of a
vision does never constitute a unilateral
action on the part of the government. Before
a vision begins to take a concrete shape,
there is a preliminary stage in which views
are exchanged first between different depart-
ments of MITI, and then between the
Ministry and the interested parties. On the
basis of such discussions, MITI prepares
discussion papers and submits them for
deliberation at a committee in which all
sorts of interests are represented. A vision
is the final result of such deliberations.

Administrative guidance is a suggestion,
an advice or a request which MITI gives to
private firms with a view to encouraging or
discouraging a particular action by them.
Administrative guidance is not legally bind-
ing and firms are free to act as they choose.
More" often than not, however, MITI’s
guidance has been followed. One reason
may be that the firms concerned somehow
do not want to invite MITI's displeasure.
Another, and perhaps more important, reason
is that they find it in their own interest to
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follow MITI’s advice. Consider, for exam-
ple, ‘the case where firms engage in competi-
tive expansion of productive capacity knowing
that it will lead to excess capacity from
which they all suffer. They would with to
refrain from such a destructive competition
but they cannot because of fear of losing
market shares. From individual firm’s point
of view, administrative .guidance can' dispel
that fear and ensure that competitors act in
a similar manner.

5. Industrial policy at work :
some examples

As I said earlier, the degree of intensity
of government intervention has varied over
time. It also varies between different areas.
[ wish to discuss briefly two areas where,
relatively speaking, the government has been
playing a more active role. They are promo-
tion of research and development and adjust-
ment of ‘declining industries.

To promote R&D, the government
engages in various activities, including R&D
conducted at its own research laboratories.
But the more important one, from the indus-
trial point of view, is the governmental
support to joint R&D by private firms.
Joint R&D can take many forms, among
which “‘research association” is perhaps the
most representative. Research association
was ‘formalized legally in 1961 after the
British model and 88 such associations have
been -established since then. In many cases,
MITI tock a strong initiative in the forma-
tion of research associations by identifying
specific research needs and by persuading
private firms ‘to join their forces. The
governmental support of research association
includes tax priviledges and substantial fin-
acial aid.

Joint R&D efforts through research
associations have been .particularly -active in
computer and electronic industries. Between
1961 and 1986, seven associations were -est-
ablished for hardware technology, including
computer systems, semi—conductors and
optical diodes, and another seven for software
technologies. As the timing of the formation
of associations clearly suggests, ‘they repre-
sented the attempt of the Japanese computer
industry to catch up with a great forerunner :
IBM. It is generally recognized that the
attempt has been successful so far.

Another area where the Government,
particularly MITI, has been actively involved,
is adjustment of industries facing decline
due to economic, technological or other
reasons.

Coal, for example, could not stand
competition from cheap oil. The emphasis
of policy was first placed on slowing down
the process of decline. For that purpose,
MITI arranged subsidies and low-interest
Joans for the industry and even forced electric
power companies, steel-makers and others
to continue using coal instead of oil. Later,
the emphasis was shifted to mitigating pains
of adjustment by, for example, providing
assistance for retraining workers and for
introducing other industries into the regions
heavily dependent on coal production.

Cotton textile industry underwent a
long process of decline under the pressure of
competition coming from two sides : develop-
ing countries and other kinds of textiles.
MITI worked for many years to help the
industry ‘scale down the capacity. It aut-
horiged cartels to scrap spinning-and weaving
machines, and provided financial and other
incentives for that purpose. But MITI's



efforts have not been successful primarily
because of a large number of firms involved
whose interests could not easily be reconciled.

Alminium industry represents a case of
a dramatic decline, or rather a withdrawal.
Ingot production, which had peaked in 1977
with 1.7 million tons, dropped to just 35,000
tons in 1987. Although MITI assisted the
adjustment process, the speed of adjustment
has- greatly - exceeded the Ministry’s expecta-
tion.

It is difficult to draw from those and
other examples a general conclusion about
the effectiveness of adjustment policies.
They have had mixed results. Perhaps we
can say that determination and willingness
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on the part of the firms concerned are the
essential elements in' successful adjustment.

Today, a number of Japanese industries
are faced with a new need of adjustment
as a result of drastic economic changes such
as yen appreciation and increased international
competition. Corporate strategies have been,
and are being, geared to that need. Major
elements of such strategies include greater
efforts at exploiting domestic markets, up-
grading product lines to higher value-added
and technologically more sophisticated goods,
diversitication into new areas of activity,
grater R&D efforts, expansion of overseas
direct investment and alliances with foreign
firms, and so on.

I wish- to conclude by expressing my belief that there are now a host of" factors which
make it imperative for MITI to redefine its role and shape its policies in accordance with the
re—defined role. The end of ‘‘catch—up” process, the advent of diverse interests in lieu of
consensus: for growth, internationalization and even globalization of bussinmess activities are among

the most important of such factors.
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