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I
 

The Japanese economy is at present in the process of becoming a "self-sus-

taining" economy independent as a member of world economy in persuing the 
laws of economic development, a process which is, of course, both necessary 
and unavoidable if Japanese capitalism is to continue its development. 

Needless to mention, the basic power in Japan's capitalism is the activity 

of capital. As the development of the Japanese economy since the Meiji Era 

shows, capital, particularly in Japan, does not and cannot occupy the premier 

position in economic organization independmet of other econonic factors. Capital, 

evidently dominant factor, exists in a reciprocal and conditional relationship 

with various other economic factors. It is doubtless these reciprocal and con-

ditional relationships which distinguish the structural characteristics of the vari-

ous capitalistic economies of various countries. 

Thus also, in the case of Japanese capitalism ¥vhich is now follow'ing the 

"'necessary" course to~vard a self-sustaining economy, the process cannot be viebv-

ed in accordance ~vith the principles of capital activity alone. The crucial and 

determining factor as might be expected when considering this course is labour, 

as is quite natural in any capitalistic society. In Japan, particularly in post 

War .Iapan, as contrasted with the period prior to ¥Vorld War II, the labour 

factor assumes a character of entirely new importance; it is, in fact, a "new" 

factor, in the sense that it now is modern organized labour, because she had 

scarcely the mdustrial relation equiped with trade unions beiore the War. 
There is at the same time, another aspect of the labour factor w~ihch is gro~v-

ing lvith and allied to this new factor. This is the pressure of an increasing 15-

64 years of age population. 
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As in the case of England in the 19th century, if Japanese capitalism is to 

go beyond the phase at which it has now arrived, it must face up to this problem 

of an increasing labour force, not from humanitarian or ethical considerations 

alone, but out of sheer economic necessity. ~~'ithout solving this problem, there 

will be no future development of capitalism in Japan. Needless to say, this factor 

of an increasing labour force is of crucial importance. 

Fundamentally, of course, economic development nnplies progress, both 
qualitatively and quantitatively, in'the economic activities of man ; it is axiomatic 

that economics is concerned basically and ultimately with man. Though capi-

talistic economy has made a big advance in ecomonic development, it has also 

introduced such a problem as unemployment into this "economy for man". 
It is needless here to mention such an ever-present institutional contradic-

tion. For the present Japanese capitalistic economy the problem is taking a 

more keen shape. The ever gro¥ving pressure of an increasing labour force raises 

the following question: how can the Japanese people maintain their livelihood 

within the Japanese national economy and how is Japan's capitalistic economy 

responding to this fundamental problem? This basic problem ¥vhich may be 
suggested as the second severe contradiction in the history of Japan's economic 

development since the Industrial Revolution ; so severe that it might be postu-

lated that there will be no economic development under the capitalistic system 

in Japan ignoring the question. 
While the problem of a rapidly increasing population pressure is not in it-

self new, it has in Japan today certain characteristics and implications which 

are new and which should be noted, 

It is generally expected that a natural increase of population will be ac-

companied by a corresponding increase in the production age population. How-

ever, the production age population not only increases but an increase in the 

child population also constitutes an important part of the overall population 

increase. For instance, the Japanese population lvhich was 55,400.000 in 1920 

increased to 68,700,000 in 1953, and to 83,200,000 in 1950 and approximately 
400/0 Of this increase of 13,300,000 in the first 15 years represented children under 

14 years of ago, whereas the increase in production age population, that is per-

sons 15 to 64, was 7,900,000. In the next 15 years, however, of an increase of 

14,500,000 in Japan's population, the increase of children 14 years represented 

only 300/0 With the remaining percentage representing a population at produc-

tion age. In estimating the population increase m Japan for the period 1950 
to 1965, which is estimated to be 14,lO0,000, allowing for the rapidly declining 

birth and death rates, the child population should decrease for the first time about 

5,200,000, whereas the increase of the production age population, making up 

for this decrease in the child population, is estimated to be 17,300,000. That 

is to say, the age structure of Japan's population tends to show an increase dif-

fering remarkably from those of the past. Furthermore, this increase, since 
it will be due to the decline in the death rate, ~vill be steady. The real increase 

~vill be an increase of the production age population alone. Assuming that the 
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birth rate remain constant, it can be estimated that the increase of the produc-

tion age population will slacken after 1965. In this connection, the following" 

series of assumptions could be made here : that the production age population 

will icnrease by 1,150,000 per year during 15 years up to 1965 and the number 

of employed should increase by 750,000 yearly according to the present rate of 

employment in Japan which has been 670/0 of the producinb" age population. 
¥Vhile it 1~;'ould be interesting to analyze how and why this change with re-

spect to the increase of the production age population has occurred in the eco-

nomic process of Japanese capitalism, this is a question ¥vhich can be postponed 

for further discussion (although it should not be laid aside as being "outside" 

of the economy). The basic proposition remains that Japanese capitalism must 

proceed toward self-sustaining economy ans¥vering this new pressure of grow-

ing population. The general economic conditions which support this propo-
sition indicate how diflicult it is for Japanese capitalism to answer this propo-

sition at the same time in terms of the standard of income. However, I would 

like to refrain from touchinb" upon such general problems now. 

It has been estimated by a French demographist that the costs in terms of 

national economy of raising a human being from infancy to the age of 18 is equal 

to the earnings ¥vhich would accrue from 9.5 years' Iabour.1 The increase of 
the production age population therefore constitutes not merely an increase of 

population but an increase in the supply of potential economic power, a matter 

for congratulation, not regret. However, such increases in the population raise 

in the modern world a demand not merely for more food and clothing from charit.v 

but for real proper opportunities for employment. If such demands are not 
mct, it may be feared that serious social unrest will accompany such a growth 

of population. 

It may be concluded, therefore, that the classes belonging to the producing 

age population may not accept Japanese capitalism as a self-sustaining economy, 

if it could not ofler sufficient and proper employment to these classes. Frankly 

speaking. Japannsnse capitalism is under demand that it should draw up its plans 

for a self-sustaining economv in such a form as to answer this employment prob-

lem. Has Japanese capitalism, however, taken up this problem with due "frank-

ness" and is it demonstrating ability to cope adequately ~vith it? 

The problems oi small-medium industry, the subject of this paper, are aris-

ing in such a context of the Japanese capitalistic economy at the present time. 

II 

First, turning 

to the question of 

ing to cope lvith 

l Sauvy. Alfred; 
lq. 52, p. 3"-8, 

briefly to available "official" material, 

how Japanese capitalism at present is 

the pressures of an increasing working 

Th60rie g~ndrale de la population, ¥rol. 1 

attention will 

answering of 

population. 

be paid 

prepar-

Economic et populatlon. Paris, 
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As has already been mentioned, the new pressures of Japan's working popu-
lation were first apparent in 1950, and it w'ould be expected, therefore, that an-

swers of s-ome sort must already have been put forth. AlthoJgh the data found 

in the "Rodoryoku Chosa" (Survey of Labour Force) must be taken as rough 
estimates, on the basis of this, Iet us see the sorts of employment in which the 

increased working population was absorbed during 1951-1954. (Table l) 

Table l 

Increase of Employment Population during 1951-1954 

(l0,000 persons) 

Rodoryoku Chosa (Survey of Labour Force) 
' shows decrease 
Number of unemployed increas-ed by 190,000 during this penod 

During this period, it will be seen that while unemployment increased by 

190.000, employment increased by 3,360,000. The figures for employment 
have been broken down as follows : 530.000 in primary industry; 1.010.000 in 

secondary; and 1,800,000 in tertiary, the absorbing po¥ver of the tertiary being 

over 530/0' The increase of 1,800,000 in the tertiary industry includes: 530.000 

in servicing and entertainment, and 1,160,000 occupied in commercial, financial 

and real estate trade. In other words, one-third of the total increase was in the 

commercial, financial and real estate trades, which in turn consist essentially 

of retail trades. As will be seen later, employment in commerce includes oc-
cupations in petty retailing with less than 5 engab"ed persons. Statistics which 

break down the employment figure~b in terms of status of employment reveal 
that those engaged as "family workers," an old form of labour, totalled 1,550,000, 

slightly exceeding the number of I ,490,000 employed ¥vorkers, Under agri-
culture and forestry, the number of family workers increased by 670,000 and 

the number of employees by only 40,000, ¥vith the number of self-employed show-

ing a slight decrease. In the tertiary and secondary industries there was a dis-

tinct increase ; the number of proprietors increasing by 530,000 and that of family 
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¥vorkers by 880,000. As can be seen from the industrial statistics, the number 

of family ¥vorkers. ¥vas highest in petty industries. For instance, in Osaka Prefec-

ture (Table II, 1950), there ¥vere 2.26 family lvorkers to I employee in small scale 

industrial establishments ¥vith less than 3 persons engaged. In the case of 

establishments ~vith 4 persons, there ¥vere 0.48 family workers to I employee. 

Table II 

Labour Structure in Small Industries in Osaka Prefecture (1950) 

Based on Analytical Repo*t of Industr*al statsitics. Osaka Prefecture 

It ¥vill be seen that particularly in commerce, according to commercial 

statistics (1952), among the total number of persons engaged in commerce 
(including proprietors and officers of corporations) which was 3,530,000, 25.60/0' 

that is, 900,000 were iamily workers whereas 40.20/0, that is, 1,420,000, were pro-

prietors (and corporation oificers). The increase of 530,000 in the number of 

proprietors and 880,000 in family workers in the non-agriculture figures is con-

sidered to have been absorbed mainly in petty commercial trade. Most of the 

increase of 1,450.000 in the number of employees in non-agriculture was 
absorbed in secondary industry, especially manufacturing industry. However, 
it is quite possible that at least 500/0 of the employment increase in manufactur-

ing was absorbed in industries employing less than 50, that is, in small-medium 

industries. Thus. Japanese capitalism to date has been meeting lvith the inc-

crease in its productive population essentially through employment in the small-

medium industries. 

Table 111 

Estimated Increase of Employment in Five-Year P]an (1954-1960) 
(10.000 persons) 

Total 

Primary industry 
l
!
 Secondar y 
!
!
 Tertiary 

Manufacturing indu stry 

Commercial, financial, real estate trades 

Servicing trades 

Tortal 

504 

/~6 

l 63 

'267 

lll 

l 50 

S"2 

Employees 

276 

6
 

1 38 

131 

l OO 

51 

45 

Others 

228 

90 

25 

l 36 

11 

99 

37 
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Before turning to the question what sort of employment thcse are, it should 

be noted that the official viewpoint is likely to remain unchallenged at present, 

accepting such trends and places of employment. Illustrations of this will be 

seen in the following. 

¥Vith respect to the actual prospects for increase of employment, the Five-

Year Economic Plan drawn up in early 1955 by the Liberal-Democrat, govern-
ment, envisages an increase of employment by 5,040,000 during the period 1954-

1960 (Table 111). 

Of this total increase, tertiary industries account for 2,670,000; I ,630,000 

to be absorbed by secondary industries and merely 760,000 in primary industries. 

It is not unusual that the prospects for increase in primary industrieS should be 

small. Of the increase of 2,280,000 in the number of proprietors and family workers, 

1,360,000 are estimated to be in tertiary industries : -approximately 1,000,000 

in commercial, financial and real estate trades and 370,000 in servicing and enter-

tainment trades. These estimates, ¥vhich represent nothing but statisticalized, 

overall projections, sho~v the attitude leaving the things going themselves and 

thinking it simply natural to discover the increased supply of labour directed 

into commerce, proprietors, and family workers engaged in petty business. In 

short, Japanese capitalism is attempting to meet the pressure of an increasing 

working population brought forth against her course toward a self-sustaining 

economy in small-medium industries. Can an increase in such a direction be 
considered a matter for rejoicing? 

III 

It may be said that industries, Iike human beings~, are of different structures 

and sizes. For instance, ¥ve find it not possible to establish a modern steel plant 

with a capital of ~~~IO0.000,000, and yet it would be absurd to invest thls amount 

in the establishment of one large-scale kite manufacturing concern. That is 

to say, under given economic conditions, there are for each industry proper stand-

dards of scale and size, depending upon the kind of industry. As large sized 

industries are not always appopriate, the existence of smail-medium sized in-

dustries can never be considered irrational. Even in the United States, country 

which is typical example of monopolistic capital and of mass production economy, 

small sized enterprises occupy an important position with respect to number 
of establishments, in manufacturing as ¥vell as in commercial and servicing and 

entertainment trades. Though I ~vould not say there are no problems vvith 
respect to small-medium industries, small-medium industry can hardly be 
dismissed as having no employment value in our present day economic system. 
It is true that by small-medium idustries, Ive mean enterprises smau or 

medium and not large is size. It might be right to point out ¥vhy such enterprises, 

because c,f being small or medium in size, shoulcl necessarily and ~-pecially be 

classified as small-medium industries. 
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They are, in fact, classified as small-medium not merely because of the quanti-

tative scale. In the United States, for instance, enterprises ¥vith as many as 

500 employees are still considered small, while in Japan enterprises with up to 

300 employees are in the category of small-medium industries. Moreover, a 
garment factory and an atmospheric nitrogen processing factory may differ far 

more in terms of capital invested but not so in terms of numbers of ¥vo kers em-

ployed. In comparing size of industrial enterprist:s, even those with the same 

number of employees, various factors such as capital, scale of operation and so 

forth must be taken into account. "Size'", then depends upon the industry, 

the time and country. Thc problem is to determine the unique "quality" or 

characteristic common to all the various small-medium enterprises by which 
they may be appropriately classified as small-medium industry regardless of actual 

size. 

In Japan at present small-medium industry is conceived of as a group of 
enterprises defined not in terms of traditional industrjal scales but rather with 

respect to a specific essential quality common to all in the group.1 Here at least, 

the concept of small-medium industry starts ¥vith the assumption that it pos-

sesses a certain fixed quality in addition to being small in size. 

IV 

Let us inspect some data on manufacturing, which holds 

sition among small-medium enterprises. Although most of 

Table IV 

an 
the 

important 

data have 
po-
al-

Scale (Number of 
Persons engaged) 

¥ 

4~9 
lO - 19 (ll - 24) 

20 - 49 (25 - 49) 

50 - 99 

lOO - 199 

200 - 499 

500 - 999 

lOOO -

¥Vage D_ ifferentials 

Japan (1952) 

39.2 

45.5 

52.5 

60.4 

69.3 

83.3 

96.4 

100.0 

Bntam (1949) 

*83.9 

*83.4 

83.7 

84.8 

85.9 

89.3 

lO0.0 

Establishment Earning per 

person 

Japan (1952) 

30.2 

36.3 

45.4 

58.5 

70.8 

94. 1 

l03.7 

100.0 

Britain (1949) 

*90.0 

*92.9~ 

93.8 

95.6 

96.7 

98. 1 

100.0 

Note : 

l See my 
in Japan", 
1359. 

Sources for Japan: Census of ~'1anufacture. 
Sources for Great Britam: Census of Production, for 1950. 1949 and 1948, Sum-
mary Tables, Part I. 
Figures with astericks are for the parenthetical numbers. Persons engaged 
include other than paid workers such as salary earners or family workers wath-
out pay for Japan and only paid workers excluding outworkers for Great Britaln. 

article, "The Nature of Small Industies. A Survey of the economic intertation 
in the Amtals of the He!otsttbash~ Academy, Hitotsubashi Univ. Vol. IV, No. I. 
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ready been quoted on various other occasions,1 1 shall refer to them again insofar 

as they are related to the problems dealt with in this article. 

Table IV is a comparison of lvage and establishment earning differentials by 

size of establishment in Japan and Great Britain. 
The figures are indices of average per capita earnings by establishment2 in 

all industries classified by the size of business (number of engaged persons, a 

little wider in its sense in Japan than in Great Britain), with the scale high 

point (for establishments lvith more than 1,000 persons) set at 100. The table 

also sets forth the inde¥ numbers of average per capita yearly incomc for paid 

employee calculated in the same ¥vay. 

These indices are defective in that they are calculated on the basis of just 

one year and are by establishment and not by individual field of business, and 

that they are mercly a comparison of per capita index numbers which in turn 
are the average for all industries. Moreover the method of statistics is more or 

less different for the tw'o countries. Nevertheless, becausc of their comprehen-

siveness, they are fully suggestive. As an example, the margin between the high-

est and lolvest earnings of establishments in Great Britain amounts to only 100/0 

whereas it almost reaches 640/0 in Japan. 

Table V is a comparison of indices for per capita average wages and earnings 

of establishments classified by the field of industries, calculated by the same method 

and from the same sources, and setting for the top of the one hundred-high scale 

the average income of the field in the forefront. 

As shown in the table, the margin betiveen maximum and minimum earning 

indices of establishments in Great Britain is 48, whereas in Japan it is 82. 

Ho¥~'ever, since the oil and coal products industry which is the highest for 

Japan may be said to be somewhat exceptional as indicated by the margin bet-

ween it and the second highest, the chemical and allied industry, the tivo fields 

may be taken together. In that case the margin bet¥veen the highest and lowest 

would come to 72, or twice as much as that of Great Britain. The margin in 
Japan attains in six fold approximately compared with Great Britain the case 

of size of establishments, so the margin between fields of industries in Japan 

is not so ¥vide as it seems at firs~t sight. 

Moreover, it may be concluded from the table that the structure of 
industry in Japan classified by field, insofar as the per capita earnings of est-

ablishments is concerned, is normal, Ivith chemical products, paper, primary 

metals, and machinery ranking high, and clothing, woodcrafts, and textiles lolv. 

1 See my articles written in Japanese and "Small-Medlum Industries In Japan's Social 
Economic Structure", Oct., 1955 prepared for the International House of Japan, Inc.. Tokyo 
(this latter written in English is about to be published by the Dlvrslon of Economics & Com-
merce, the Science Counci] of Japan, as one of its economic seriesl. 
s The earning of establishments is referred to as "-'¥dded Value" in Japan and "N_Tet Output" 
in Great Britain. Although the two terms difier in connotation, they are roughly similar 
in that they are the magin figures obta]ned after deducting from the ¥'alue bf shlpments the 
cost of raw material and power, cost of parts and put-out works and the e¥'cise. ¥Vages and 
salaries, interests, overhead charges, and profits are not subtracted. ITlence the term, 
rather vague, "Earning of establishment" seems less misleading. 
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The only difference betiveen Japan and Great Britain is that in the case of the 

latter, foodstufis and leather rank high, ¥vhereas in the case of the fonrmer, they 

hold a subordinate position. In short, although on an absolute scale the per 
capita productivity of Japan lags far behind that of Great Britain due to back-

wardness in automation, etc., it holds a relatively similar position as that of Great 

Britain in the structure of industry. It may be said that this great divergence 

between Japan and Great Britain, not in structure, but in size of business in-

dicates something peculiar to the Japanese industry. 
Let us now proceed to a comparison of the earnings of estabishments in Japan 

and Great Britain classified by size of business in each subdivided field. 

In the case of Great Britain, it is pointed out by economists such as Colin 

Clarkl and L. Rostas2 that the several industries investigated fall into the follow-

ing categories: industries ¥~'hose earning increase proportional to the size of busi-

ness; industries in which the middle group has the largest or the smallest 
amount of earning; industries whose eaming is in inverse proportion to the size 

of business ; and finally, industries whose earning has irregular correlation with 

the size of business. According to Rostas,3 for example, when the analysis of 

earning of establishments is taken alone, 1 1 industries fall into the first category 

Table VI 

Percentage Comparison of Relationship Betlveen 

Establishment Earning per Person and Size of 
Business Number of Subdivisions Japan (1952) 

Size of Business 

Pettv. (4-29 persons) 

Small (4-49 persons) 

Medium and Small (4- 199 persons) 

Large and Small (4-999 persons) 

Largest and Small (4- 1000 persons 

or over) 

Large (over 200 persons) 

Total 

I~~o. of Flelds 

34 

37 

l 20 

lOl 

20 

8
 

320 

A 
15% 

19 

3
 
3
 

63 

7
 

B 
32~ 
8
 

18 

17 

5
 

17 

c
 

53 % 

73 

79 

80 

95 

37 

74 

Total 

l OO % 

1 OO 

l OO 

l OO 

l OO 

100 

100 

Note: l. Surce: Census of IYlanufacture. 
2. The Classification in this table are tentative and are subject to further, more 
accurate calculation. 
3. A indicates industries whose per capita earning decrease in inverse propor-
tion to the size of business. 
B indicates industries among which the middle group has the highest or 
Iowest per worker earning or whose earning has little correlation with in-
creases and decreases in the size of business, 
C indicates industries whose per worker earning increase proportional to 
the size of business. 

1 Colin Clark, Conditions of Economic Progress, London, 1940 
2 L, Rostas, Prices and Distribution in Selected British Industries, Cambridge, 1948. 
8 L. Rostas, tbid pp. 28-30. 
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(inclusive of 4 industries which partially belong to this category), 2 into the second, 

2 into the third, and 5 into the fourth category. The results obtained by Rostas 

and Clark are discrepant in that industries falling in the first category with Rostas 

are much greater in number than wlth Clark. 
This leads to the long-pending question of whether it is possible to make 

a compariosn of per capita earning of establishments in small-medium businsses 

of Japan. The data for this have recently become avaliable and are still under 

In¥'estigation, and ¥ve have not yet arrived at the stage of giving accurate figures. 

Leaving b~uch to a later report, we shall, in this report, use the above rough 

figures set forth in Table VI as an interim measure. 

The above table sets forth the rough percentage of the different categories 

in each subdivided field with respect to the relation of per capita earning of es-

tablesihments to the size of business, calculated from the 1952 Census of ~_fanufac-

ture. Out of 335 business fields treated, 15 would not fall under any of the catte-

gories and were excluded. Among the remaining 320 fields, those whose es--
tablishment earning increases entirely or partially proportional to the size of 

business account for 760/0 or three-fourth; those among which the middle size 

have the highest or lo¥vest earning, or whose earning has no correlation with size 

account for 170/0' and those whose earning wholly or partially in inverse propro-

tion to size account for 70/0 ' This is further classified under the following 6 scales 

of business: petty businesses (consisting of establishments employing 29 persons 

or under), small-size businesses (consisting of establishments employing 49 persons 

or under), medium and small size businesses (consisting of establishments employ-

ing 199 persons or under), small and large size businesses (consisting of establish-

ments employing 999 persons or under) , small and largest size business (consist-

ing of establishments at the largest which employ I ,OOO persons or over) , Iarge-

size businesses (consisting only of establishments employing 200 persons or over) . 

¥Vhat should be noted here is that the fields bekmging to the third category, namely, 

those the per capita establishment earning of which is in inverse proportion to 

the size of business, concentrate upon the two extremes, name]y, petty and small 

size businesses in one hand and large size business (consisting exclusively of es-

tablishments employing 200 ¥vorkers or over) on the other hand. Although those 

figures are still subject to further detailed analysis as stated before, it may be 

safe to say that conspicuous "diminishing return" patterns are seen not in all 

the fields ~vhich comprise both large and small establishments but only in those 

which consist exclusively of large or small establishments. Japanese industries 

taken as a whole would fall under the firs~t category in which the earning of es-

tablishments is proportional to the size of business. The average differentials 

by size of business of all industry which we referred to before would fairly well 

represent the average figures of these subdivided fields. 

The following remarks should be added further to the above analysis of 
the tables concerning manufacturing industry. Since the fields in which the 
per capita earning of eatsblishment ranks high when classified by ,the 'fields of 

industry are not so different, although slightly lower in the actual amount, 
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from those in Great Britain, it may be said that the fields ranking low in differ-

entials in the case of Japan are extremely low. Again although hardly any re-
ference WaS made to the wage difeffrentials set forth in the table V, we might point 

out here that the vertical order in wage differentials in the case of Japan, which 

starts from primary metal industries and descends in the order of transporta-

tion machinery, chemical goods, paper, etc. down to textile and clothing, is, 

with a few exceptions such as woodcraft and leather, generally similar to that 

of Great Britain. As it is in the case of per capita earning of establishments, 

however, the margin between the highest and the lowest wage differentials in 

Britain is 360/0 whilst it is 630/0 in Japan. In both countries the margin of wage 

differentials is smaller than that of the per capita earning of establishments, but 

insofar as the margin between the two countries is concerned, Japan is twice as 

much as Britain, which is almost same as in the case of per capita establishment 

earning. When considering the leader in actual arnount of w'ages, it is merely 

two-thirds of the corresponding figure of Great Britain. This points to the fact 

that the lowest wages in Japan are conspicuously low. -lMoreover, in the case of 

¥vage differentials classified by size of business, the margin between the largest 

and the 10-29 persons in size is 540/0 in Japan, which is 3.5 times as much as 

the 160/0 for Great Britain. This divergence of wage by size of establishment 

between tbe two countries, although smaller than that in per capita establishment 

eaming by size where Japan has 6 fold differential, may be considered large 

when compared with the divergence of ¥vage between Japan and Great Britain 
by fleld of industries, in which Japan's divergence is a little less than twice 

as much. 
Another remark should be added to the above analysis. Namely, never-

theless such a wide margin in the size of business there still exist a large number 

of small scale businesses in Japan as shown in Table VII. 
It is natural in any country that small size be dominant in number of es-

tablishments. In Great Britain, for instance, establishments which employ 
less than 50 workers account for 820/0 of the total estabishments. However com-

ing to the total number of workers in these establishments employing less than 

50 workers, we find they account for only 150/0 ' In the case of Japan, the number 

of eatablishments on a similar size accounts for 970/0 ' ¥vhile the number of persons 

accounts for nearly 510/0 of the total number. Hence it should be pointed out 

that in Japan there is not only a wide divergence in the size of business, but also 

these small size eatablishments which have low wage and earning dilfferentials 

cover a wide range in the structure of establishments. 
In a sense this wide divergence in the per capita earning of establishments 

classified by fields of industry is understandable, since it is merely a result of a 

direct comparison of per capita earning, neglecting the percentage of fixed capital 

in each field. This is also applicable to a certain degree to the size. Moreover, 

these figures themselves signify only the divergence in the wages and per capita 

eaming, and do not in any why show how these figures represent qualitative re-

lations between large and small size businesses. Nevertheless, it is still possible 
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Table VII 

Comparison betwcen Slze of Establisllments in Japan (1952) 

and Great Britain (1949) 

(Percentage) 

Scale 

Japan 

~3 
4~9 
lO-19 

20-49 
50 

Britin 

- lO 

l l-24 

lOO- 199 

200-499 

500-999 

l,OOO-

Total 

(Actual number) 

25~49 
99 

Number of 
Establishments 

Japan 

57.S 

21.4 

l I .4 

6.5 

l .6 

0.7 

0.4 
O
.
 
1
 

O. 1 

100 

(398,403) 

Britain 

57.6 

12.7 

11.2 

7.8 

5.0 

3.5 

1.0 

0.6 

100 

(137,232) 

Number of 
Engaged persons 

Japan 

l0.3 

11.0 

12.6 

15.8 

9.0 

7.6 

l0.2 

6.8 

16.7 

l OO 

(4,815,000) 

Britain 

4.9 

3.l 

7.2 

10.0 

12.9 

19.9 

13.l 

28.0 

l OO 

(7,464,000) 

Note: Source: same as ior Table VI 

to say that this wider divergence between large and small businesses than in Great 

Britain suggests the existince of certain qualitative demarcation lines between 

large and small businesses in general in Japan. 

V
 

Let us now proceed to commerce ¥1'hich holds another important position 

among small-medium enterprises. 
It has been pointsed out by Colin Clark that in Wetern countries an mcrease 

in the wokring population engaged in tertiary industries is a reflection of an in-

crease in the national income, whereas in Japan the largeness of the commercial 

population is not attributable to such cause. It is true the great commercial 

population in Japan comprises something which would not conform with economic 

advancement . 

Just as in the case of manufacturing industries, the statistics on commerce 

published for 1952 made possible a rough delineation of the scale of this vast fleld. 

Table VIII shows the number of persons engaged, number of shops (wholesale 
and retail) and the amount of proceeds, classified by three groups : corporation ; 

private shops with paid employees, and private shops operated only by the entre-

preneur himself or his family members. 

The above table shows that short of 1.07 million concerns or 790/0 out of 
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short of 1.35 million concerns are small shops operated only by entrepreneurs 

and their farnilies ~vithout employing any paid workers. Although the number 
of persons engaged in this kind of business accounts for 510/0 Of all those engaged 

in commerce inclusive of entrepreneurs, officers, family workers, and paid em-

ployees, the amount of proceeds of these small scale concerns accounts for only 

110/0' It is a well knolvn fact that these shops are operated on an extremely 

meagre economic basis, not even separating family accounts and business accounts. 

Table IX sho¥vs the number of private shops without employing paid workers. 

Table IX 

Scale of Pnvate Shops ¥vithout paid Employee 

Number of Shops c]assified by 

Number of engaged persons 

No. of persons 

engaged regularly 

l
 

9
~
 

3
 

4
 

5~9 

l O-

No. of Shops 

471,ll8 

474,251 

97.846 

19,438 

~.64 l 

52 

Number of Shops classified 

by Amount of Proceeds 

Monthly amount of 

Proceeds 

(10.000 yen) 

~5 
5-10 
lO-15 

15-20 

20-25 

25-30 

30-40 
40-50 
50- I OO 

100-

No . of Shops 

621,112 

221,148 

88.257 

49,926 

26.459 

14,550 

20,369 

9,070 

1 3.094 

3.361 

Note: l. Source: Census ot Commerce, vol. I, pp. 203 ff. 
2. The Amount of Proceeds is for August 1952 

classified by the number of engaged persons and by the amount of proceeds. 

As shown in the above table, number of shops with only I and 2 persons 
account for almost half and the rest are mainly those operated with 3 persons. 

As to the amount of proceeds, shops with less than ~~50,000 account for 600/0 

and those with ~~50,000-lO0,000 account for another 200/0' It should be noted, 

however, that the figures preresent those for August wihch is generally considered 

to be a month of low tide of business. Viewing this from the kinds of business, 

foodstufi retailers occupy approxirnately half ; "draperies and kimonos" , "footwear" 

and "haberdashery account for 12yo , and the rest are crgarettes", "books and 
stationery", "bicycles", etc. It is not easy to get at the net income of these shops 

owing to their different business conditions, but it is not difficult to imagine how 

much it would come to with monthly proceeds of less than ~i~-50,000. From 
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Table X 

Number of Private Shops ¥vith paid employees and Corporated Shops 

I~ote I surce Census of Commerce 1902 Vol I pp. 87, 94 
2: Regui~rly engaged persons indude proprie'tor, iamily worker, paid colporate 

officer, paid regu]ar employee. 

these figures, it is evident that the maj ority of these family shops assume a charac-

ter less of an enterprise than of a bare means of livelihood. Of course, the char-

acter of this meagreness is not simple since these shops comprise to a large degree 

such ones as side-jobs 'or odd-jobs done by family members for whatsoever eam-
ings in order to cope with the insufficient income earned by the head o~ family. 

Excluding the shops wihch have a character of a means of livelihood, how-

ever, the remainder, inclusive of those which have paid employees or shops on 
the legal status of corporation, are still reflective of meagreness as indicated in 

Table X. 
Among 280.000 concerns, those with 4 engaged persons or less account for 

570/0' whereas those with less than 9 persons account for another 30. Mereover, 

differing from manuiacturing industry, only 200/0 of the number of paid employees 

(not that of all persons engaged) are in the less-than-4-pers~ons group and another 
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280/0 in the less-than-9-person shops. As to the amount of proceeds, the less-

than-9-person group accounts for another 180/0' In view of the fact that the 
number of persons engaged exceeds that of paid employees and the ratio of those 

engaged other than paid employees increases~ in inverse proportion to the size. 

the percentage can be calculated not on the basis of the number of paid employees 

but on that of the number of engaged persons. In this case the ratio of the number 

of engaged persons in small scale private shops would be much higher, resulting 

in divergence between the ratio of the number of persons by size and that by 

scale of proceeds. In other words, this in turn would bring the per capita amount 

of proceeds of smal] scale private concerns far lo~ver. 

When these shops (Table X) are classified in terms of the arn_ount of proceeds, 

the number of shops ¥vhich earn yearly proceeds of less than I million yen account 

for 9-00/0 and those ¥vith I million to 2.5 million yen proceeds account for another 

200/0 ; the number of persons engaged in these two groups account for 240/0 Of 

the total number of engaged persons, whereas the proceeds of these shops account 

for barely 1.80/0' Since 900/0 of the total proceeds are occupied by large scale 

shops in the more-than-~~~I0,000.000 group which account for 250/0 of the total 

number of shops and 500/0 of the total number of engaged persons, it ¥vould turn 

out that more than one half of all the person are engaged in other establishments 

¥vhich total 2.1 million in number of shops and account for 750/0 of the total number 

of concerns, earning only for less than 100/0 of the total proceeds. Calculating 

this on the basis of per capita monthly proceeds, the meagreness of these small 

scale shops becomes conspicuous. 

These overall observations would be insufficient in the field of commerce, 

since there is a great divergence in the number of persons engaged and the amount 

of proceeds between wholesalers and retailers. Though wholesalers, Iooking 
at the number of shops, are only 140,000 in number or 100/0 of the 1.35 million 

total number of shops, they account for 240/0 in the number of engaged persons 

and 770/0 in the monthly proceeds. Hence it is necessary to inspect them sepa-

rately. 

According to the table XI, whoesalers with fewer than 4 engaged persons 
account for 610/0 of some 140.000 shops, and the average number of persons per 

shop is 6. The monthly per capita proceeds amount to approximately ~650,000. 
In view of the fact that this amount is almost equal to the per capita monthly 

proceeds of the large scale shops with yearly proceeds of over ~~l0,000.000 shown 

in Table X, it may be said that wholesalers are on a much higher level in the 

matter of proceeds than ordinary retailers. 

Let us next take up retail shops which are also subject to variation in the 

type of business. Department stores would be one kind of business playing a 
unique role in that field. Table XII shows the structure of seven kinds of retail 

dealers. 

¥Vith the exception of two types of business-the various-kinds-of-goods 

dealers (represented by department stores) and petroleum and oil dealers-small 

size shops vvith 4 pcrsons or less account for 90 to 900/0 of all shops in each field. 
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Table XI 

Structure of Wholesale Trade 

Number of Shops 

Percentage of 

Shops by Size 

Number of en-(gaged persons) 

l -4 

5~9 
lO-19 

20-29 
30-49 

50-

Number of Persons engaged 

Number of Persons per Shop 

Monthly proceeds 
(1,000,000 yen) 

Monthly Per capita 
proceeds ( I ,OOO yen) 

General ¥Vholesalers 

131,152 

59.0 

26 . O 

10.8 

2.2 

l.2 

0.8 

89*2,987 

6.3 

548,931 

667 

Special Wholesalers 

l0,305 

90.3 

5.4 

2.7 

0.8 

0.4 

0.4 

26,479 

2.6 

1 , 584 

60 

Tota] 

141,457 

61,2 

24.6 

l0.2 
2
,
 
l
 

1,l 

0,8 

849,466 

6.0 

550,515 

648 

Note: 1. source: census of Commerce (1952) vol. n. Pp. ('-~L 
2. Proceeds are for August 1952. 
3. "Special wholesalers" refers to a*"ents, brohers, conecting agents for agri-
cultural products, etc. 

Consequently, the average number of persons per shop comes to 4.5 at the maximum 

and 2.2 when the average of all types of business is taken (Here again, the various 

kinds-of-goods dealers are exceptional, having 14 persons per shop). All this 

will again point to the meagre size of these retail dealers. 

As to the monthly proceeds per person engaged, the figures for the various-

kinds-of-goods dealers and petroleum and oil dealers, which amount to ~~ 170,000 

and ~~300.000 respectively, are rather exceptional. 1'10st of others range between 

~27,000 and ~~~70.000, the average of all being to ~~~58,000. In any case, 
these figures depict nothing but the extreme meagreness of these retail dealers. 

It is now clear from the above analysis that the bulk of retailers in Japan, 

with their great variation in type of business, are conspicuously paltry and w'eak. 

Let us refer back to Table VIII and look at it from another aspect, namely, 

the type of employment. The structure of personnel in the field of commerce 
is characterized by the importance of family workers. Out of the 3.54 million 

person engaged in 1.34 million establishments, 340/0 are paid employees, 25.60/0 

family workers, and 40.20/0 entrepreneurs and officers of corporations. This 

high rate of family workers is almost equal to that in agriculture. Moreover, 

since the officers of corporations who account for 7.60/0 of all engaged persons 

are included in the 40.20/0 ratio stated above, the remainder of a short 330/0 are 
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THE ANNALS OF THE HITOTSUBASHI ACADE}IY 

entrepreneurs engaged in retail business. This 330/0 in turn includes entrepre-

neurs who are employers accounting for 40/0 of the ~vhole population engaged 

in retail business. This brings other entrepreneurs who are not employers to 

290/0 of all retail business people. In short, the last group are entrepreneurs 

w'ho work themselves alone or together with family workers. The first group 
of entrepreneurs namely , those who are enployers, are by no means pure employ-

ers since a great many of them work with the other paid workers, as may be seen 

from the structure of commerce stated before. ¥Vhat is important to note here 

is that entrepreneurs in this case are those who exist in close combination with 

family workers and not those who hold a paosition of a modern employer of 
~vage workers. In contrast with modern wage workers who carry on the social 
function of "pure labour", family workers are a restricted, old, and unproductive 

type of labour, unable to pursue freely economic rules. Such enterpreneurs 
who have to depend upon family labour can only exist on the basis of old 
labour relations peculiar to family labour. Hence they are under similar social 

and economic restraints as those of family labour, and are consequently unable 

to develop themselves rationally in the modern ecomonic society. They are, 

in other words, far from being the economic man furthering economic develop-

Table XIII 

Wage Difierentials by size of shops in Commerce 

l-4 persons engaged 

5~9 
lO-19 

20-29 
30-49 

50-

38 

44 

54 

63 

72 

lOO 

~~ote: l. Source: Census of Commerce 195~-, VoL ll. 
2. Indices are obtained by dividing the amount of wages by the monthly 
cumulative number of paid workers, with the figures for the more-than-50-
person group set at 100. 

ment based on the laws of economy, and that is the main reason why they have 

hang low on an extremely low economic level. The fact that such entrepreneur 
and family labour account for 58.20/0 of the total persons in commerce is a direct 

proof of the backwardness of commerce as employment market. Such entre-
preneur-family labour is 1000/0 of shops by family workers and is also 43.40/0 

of persons engaged in private shops with employed workers. 
There are also other problems. The pressure of such entrepreneur-family 

labour would naturally have impact upon the conditions and character of wage 

labour in the same field. There is a tendency ior such wage labour, as is in the 

case of small scale manufacturing industries, to lack in self-organizing power, 

and consequently, to be placed under extremely poor conditions as unfree labour, 

bound by the family labour. The low wages are one evidence of this tendency 
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Let us look briefly, in Table XIII, at the average wage indices of wholesale and 

retail concerns which are incorporated or which enmploy paid workers, classified 

by number of engeged persons. ' 
Against the average ~vages of the more-than-50-person group which consists 

chiefly of the ~vholesale dealers and corporations, the average wages of the less-

than-lO-pesron group sho¥v an index of 44, while that of the less-than~-person 

group is merely 38. The margin bet¥~~veen large scale establishments, namely 

betlveen the more-than-50-person group ~vhich is the leader and the second largest 

in size is already as wide as 100 : 72. It should be noted, however, that large 

scale establishments ~vhich would fall into the more-than-50-person category 

lvould naturally employ persons who have received higher education, as in the 

case of a foreign trading company, and would consequently make the margin of 
~vages wider. 

These differentials by average figures of all the wholesale and retail dealers, 

however, ¥vould turn out to be almost the same even if they were calculated sepa-

Table XIV 

~Vage Differentals by Size of shops in 6 Fields of Commerce 

Note : 
1
.
 
2. 

Source : 

Method 
Census of Commerce 
of calculation ref. 

1952. 
Table 

6 fields have been selected out of 9 fields. 
VIII_ 
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rately witbin each field of commerce. Let us next look at the ¥vage differentials 

by size of shops within different fields. 

As sholvn in the table XIV, 4 fields-general wholesalers, various kinds 

of goods, road transportation machinery, and foodstuffs-conform to the trends 
seen in the previous_ table, namely, shown a lvide margin bet¥veen the highest and 

10west indices, and a margin of 300/0 bet¥veen the highest and the second highest. 

The average differential of the 6 fields is 100 : 41. The only exceptions are the 

differentials in the case of restaurants lvhich hardly have any margin betiveen 

the highest and the second highest, and that of drapery and clothing retail dealers, 

the differentials of which are 100 : 70. However when ¥ve compare the ~vages 

of the smallest scale group in these 6 fields, setting the average ¥vages of the small-

est scale (1-4 persons) among all commercial enterpriess at 100, ~ve shall find 

that gene]'al ~~'holesalers ~vould come to 127, foodstuffs 113, various kind of goods 

101, drapery and clothing 87, road transportation machinery 77, and restaurants 

as low as 50. The differentials within drapery and clothing is apparently small, 

but with the above analysis it is clear that the level of ¥vages ¥vithin this kind 

of business are on the whole low. Similarly, restaurants show extremely low 
level amc,ng the small scale businesses as well as in the whole structure of re-

tail trade. This indicates not only the fact that wages of retail dealers are on 

the whole low, but also that there exists a ~vide diversity in wage differentials 

between sizes of business, just as it was the case in manufacturing industries. 

These facts show again that same lo~v labour conditions such as the "entrepreneur-

family worker" relationship are covering the wage ~vorkers situation.l 

VI 

Because of limited space I am not able to make any further anal_vsis. It 

would be evident, however, from what has been said before that small-medium 
enterprises in Japan comprising extremely small estalishments are a group of 
enterprises which are not entirely free in a cretain degree in order to follow eco-

nomic laws as shown by the quality of workers engaged in commercial business. 

This gives rise to hosts of problems concerning small-medium enterprises. In 

other words, they are not just small and medium in size or small and medium in 

the sense as ecomonic optimum. 
As I have pointed out on several occasions,1 Japanese capitalism, because 

of its backrvardness-lack of power in raising and accumulating industrial capital-

1'vas compelled to create and develop unbalanced fields of production without 

weeding out old small businesses which existed at the time of the industrial revo-

lution to the efiect that it might establish a capitalistic system as early as possible. 

Again, the feudalistic economic character rooted in the structure of the reproduc-

1 In general, these anakysis must be compared with results shown In the Distribut]on Cen-
suses in U. K., u.S, etc. ' I hope to try this comparjson in another chance 
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tion of labour power in Japan, through the form of low ~vages, made it possible 

for the industrial revolution to develop in such a way as to admit this dual struc-

ture in the Japanese national economy. It is true productivity in Japan would 

not have developed if it were not for the capitalized industrial fields which had 

been a driving force in developing modern productivity. This development, however, 

was unable to penetrate into the core of Japanese ecomony, and capitalization 

and its development in Japan always had to utilize and to go with those part 
of her economy which were left out of the capitalization. This historical struc-

ture and relationship ¥vas naturally carried on into the periods between the two 

¥Vorld Wars~. Japanese capitalism had to create new small-medium businesses 
in order to further its fields of production-narnely, to grow the producers' good 

industries. Thus, small-medium enterprises in Japan which comprise time-
honored handicraft, home industry, and traditional small enterprises existing 

together with newly created small-medium manufacturing factories equipped 
with more or less modern production facilities characterize Japanese economy 

and are a constituent element of the Japanese economy, side by side with the 

capitalist organisation which has monopoly at its apex. In short Japan has 
come to be known internationally as a "country of small-medium enterprises." 

Although one may detect some change in the conditions of small-medium 
industries in Japan during these ten years~, it seems that further formation of 

new small-medium businesses is structurally unavoidable in the future process 
of Japanese capitalistic sys~tem. The call for a self-sustaining economy is, concretely 

speaking, because of the lack of spontaneous accumulation of capltal, a need 
for a positive and willful attempt to increase the flelds of producers' goods indus~-

tries. Japan has remarkably reg"ained the power of raising and accumulating 
industrial capital, but it is not quite sufficient yet, as indicated by the figures 

on the structure of invested cpatial in key industries. The expansion of pro-

ducers' goods industries should start under this state of conditions, but even in 

Japan a considerable amount of investment is necessary in order to achieve this 

course of progress shown as in the case of chemical industries. In these fields, 

however, the amount of labour directly employed is not as p roportionately large 

as the amount of capital invested, although there may be a slight increase in the 

indirect employment. On the whole, a large part of the scanty capital would 
be absorbed by the fields of industry which are deemed necessary for establish-

ing a self-sustaining economy and for raising the standard of productivity. This 

in turn would result in relatively small supply of capital to other fields, especially 

to wage goods industries. Unquestionably, enterprises with low capital per labour 

unit are for the most part small enterprises~. Moreover, this creation of small-

' Cf. my book "Chusho Kogyo no Honshitsu to Tent(ai-Kokumin Keizai Kozo Mujun 
no lchi Kenkyu" (Nature and Development of Smau-lt,Iedium ~'lanufacturing Industries-
A Study of a Contradrctlon in the Structure of the National Economy), 1949. See also my 
artrcles: "Japanese sman Industries during the Jndustrial Revolutlon", in tJle Anleals of the 
Hitotusbash~ Academy, Hitostubashl Unil'., vol. n. No. l, 1951 ;"Historical Shetch ot Ja-
panese Smau-Medium Industries", Oct., 1955 prepared for The International House oi Ja-
pan. Inc.. Tokyo (this paper is about to be published by the Division of Econonucs & commerce, 
the Science Councn of Japan, as one of its economic seriesl. 
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medium enterprises as a product of the capital's attempt to raise the productivity 

is directly connected ~vith the problem of the pressure of the present procuctive 

age population. The gap bet~vecn the supply of funds and labour becomes aggra-

vated. Hence, this adds to the conditions conducive to the formation of small-

medium enterprises. It is thus that small-medium enterprises ¥vill spring out 

of the structural conditions of the national economy, irrespective rather optimum 

size cond[tions. 

The poor conditions of small-mediurn businesses are even no',v dragging ¥vorkers~ 

into potential unemployment.1 The extreme wage and earning differentials 
are evident proofs of this. Such small-mediurn businesses have, in spite of their 

appearanc,e to be enterprise, many an aspect which are contradlctory to the 
rules of eL~omnoy in various phases of management such as funds, accounts, sell-

ing, technique, administrative organization, etc. These difficulties which rise 

both from the interior and exterior of small-medium enterprises may have been 

able to be overlooked hitherto within Japanese capitalis-tic economic sys~tem. 

It would, however, be impossible now to overlook them in view of the labour 

forces wh[ch have now a fairly well organized trade union movement and which 
are under the pressurse of extremely large growth of producing"-age population. 

Agriculture ¥vhich had been considered a largest reservoire for the latent unem-

ployment during the period between the past two ~~Torld ¥Vars has~ now come to 

lose that function, and small-medium enterprises are taking its place as a center 

for the vast potential unemployed. This would naturally result not in decentral-

ization of latent unemployment into rural districts but in concentration of latent 

unemployment in large cities, which in turn would aggravate labour unrest. 

In conclusion we must admit that small-medium enterprises will endure 

along with, and will continue to further develop as a contradiction entwined 

around, the development of the Japanese capitalistic system. 

l On the nature and existence of latent unemployment in Japan, see an analysis in my 
article, "On Latent Unemployment-An interpretation as an economrc problem", in the A,mals 
of fhe Hitolsltbashi Academy, Hitotsubashi Univ.. ¥rol. ¥rl, I~'o. '!_, April, 1956. 




