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Featutes

-T.

J Ssords - diatlnctive ch.racta!

Innovrtions have co6e closa to raaolvlng seGming),y be
cont!adictory - unbre.k.bility

Eigidity
cutting power

2 metals -
soft, durable iron core
h..d outer sk in of 3teel (forged ! refotged to
produce cof,pler and close knit rtructute)

C!oss section -
eide .t b.ck - (th ick foE rtrength)
.cute an9le - (th-in fo! cuttl.ng powcr)

Highl.y t.mp.red edge -
lormed b6 covering rest of the bl.de eith h.at
rasi!tant clay. fhen herting the 6xpo3ed p.rt.

a. Cilvature for fa!trr d!as

ITOII Olt^tLED PEATURES

In lo!91n9 outer !kin uith hear resistant clry, unlqu.
p.ttaror rle l.ft.

lrPrrttta

ttq.lly a !.e expert lami),i.ca tlon Aoi, pr.-.dincnt b.rilalaring
{nivalaa ol speci.Iized tcrn3, Accurate apglicrtion and
r.nipul,.tlon of such Lingui!tic modelr ilry have h6Ip.d in
rodGrn 'teih growth.

TRAO If I ONS :

-Tl--Janaahlro 

- (t<yoto)

2. sazami - trah.kui9

3. Blzen - Okry.ma
Ceotar iEon production
Ho!t pEoliflc

Threea gre.t nama! - (Hei!n Plriod)
Tomone ! i
Hllttou!e
(aochina

Y.mato - (Oldest tr.dirion)
Central Japao

n[otFa]RM pAftAMuS. N i 0/6$? u sa. 67?

5. Hino



S.ptcnb.r 2, 1986

NOTES

hp.n US tnv.ttL.nt 86 - 3GO bllllon
l,lajor folca US Darkata !o! dany yaara

R.cycllng p.!t o! a...1,v. t!.de .urplu. Jult :1:.. opEC dtd prloryalra

tott Colla! Eakaa grart bargrl.na !or jaDanarr buy.rs tcapltalItara - ftctor.l.. .tc.)
lltgh trvlDgr rrtaa 1n Jrpln ancoulag. lnvcatr.nt US. Sa!tcryl.l& US.

A Lot to ba ..1d to! thl....th. hug. flo* of lnv.sthGnt h.]p3.Ltap bo!!filng coat. dom rnd limncrr p.rt ot our fcdcri-.dattclt, Jatma.a alao hlv. blg rt.t. ln iuturc prorperlry o!our cNtly,

tHriD cogrllY Lol.f, slruAtror

Docll,Etng| lotalaat rataa ala. arrlng th. prc3sure on ih. iatinA!.rl,c.n lnaabt.it ccstlla.. Brtt, th. poriturtity ot contlnu€d
aconoalc alaa don tnd .tnclaaaad protacil.onj.in po;c a rn:e.t toth.lr.con{lc h..tth.

?ur3 larI;l
tolrd tt dlacout,lndor aola than.va! bafore. -ip to SsooHH lnoe raal. Ior[lty banka go to tha soday attkeis. But thos.
F1b ln troubl. hae. to p.y . D!.!lu tor thla noncy. :hey h.velrta.d gon. to th. ttD.

ili.t:a:)irol:iM ?hllht Lt$. ?i ..i ni(;1.\l ij :; ,. (;,



January 29, 1986

Four Tigers Singapore, Hong Kong, Korea, Taiwan

Last four
days over?

years, sLow down in growth. Are glory

High average growth rates ( 14t plus) in 60's and
70rs

Early success: manufacture for export by labor-
intensive industries. Problem is that this
strategy could be reproduced j.n any country rrith
1ow wages and some entrepreneurial talent.

A1so, as countries grer.r, their wage levels
rose fast.er than did productivity. priced
themselves out of the market.

Mid 70rs solutions:

HK: Retained traditiona] government hands ofJ
aEt itude.

South Korea:
industry. La
groups. Gove
mi11 project.

Emphasize large capital intensive
rge credits to major private business
rnment j.tsel.f undertakes glant steel

Taiwan: Same as SK, however less large private
firms so government itaelf undertakes laige capitalprojects. Private sector encouraged to develop
high tech.

Singapore: Also increased governnent intervention.
covernment invests in capital-intensive industry;
seeks to dra!, private sector into higher
technologies; undertakes high-wage policy in early
1980's; provides investnent incentives for high
Lech industries.

Results:

HK: Range of industrial production same as before
Emphasis remains on consumer products of 1oe, to
middling technology. Employment in manufacturing
sector stagnatedi but, slack has been taken up by
services, incJ.uding rapidly expanding warehouse
trade and financial services.

I



SK: Government industriat policy shows mixed
results. Some successes in ship building (but
market glut), and in auto export. Too early to
te.L1, however.

Taiwan: Capacity in new industries generally
within the iange of dornestic demand, so dependence
on exports remiins low. Uore successful than South
Korea, but more limited strategy.

Singapore: Mixed resul!s. Overbuilt shipyard
induslry affected by depressed market for oil
exploraaion rigs. New petrochemical industry faces
heavy competition from Low-cost capacity in ME.
High wage policy a mistake, raising wage costs
ab5ve thos-e of Lompeting countries and contributing
to the current severe recession. High tech is a
success. lluch new foreign investment.

Prospects:

HK: Euture dominated by relations with China.
Current trend will continue: Services expanding
rapidlyr and nanufacturing at a standstill. when
China iesumes sovereignty in 1997, Iiong kong will
becone the chief Port of southern China and the
main conmercj.al, trading and financial center'

SK: Future depends heavily upon continuing growth
and openness oi western markets. IdIe capacity.is
availible to expand exports rapidly. Currency is
more competitiv!, having depreciated by one third
against len and major European currencies in 1985'
n6quires- resurgence of world trade to get back to
8t growth rate.

Taiwan: Similar to SK, but less ready to take
advantage of renewed growth in world markets. But,
less exfosed to damagi that could arise-if growth.
fails t6 materiatize. tlas more than S20 billion in
exchange reservesi its external debts are smaLl'
But it; industrial sector has not made the huge
investments necessary to significantly expand
product range. Return to 10t grovrth rate seems
unlikely.

singapore: Hard for Sj'ngapore to Prospe
oil-mirkets don't improve. Some hoPe if
get high-Eech to thrive.

r if world
they can

I
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[lIE ARI OF JAPANESE l,lANAGrXllXlm
appllcations for America,n Exccutives
Richard fanner Paseale OS Business,

Stanford Uni'.,.
Anthony G. Athos, Harvard Business Sch

Man is limited not eo much by his toolr
as by his visioh. L9

',{e tend to be blind to our own assura'
tions r.hen we are lockett inside t@"

In a trre srense, the chicf-iaf$rpE}.
er was the thircl eye of Genee4.' Iflfagl
saw how the controllerr s offiee "-t-'i -
vrorketl, yourd realize that betng'#'r:+
ITI llne manager nrls 1lke living,,tn aii
room thatts bug61ed., with.a clo,sed-: '.il
clrcult televtsion all ; aroundgoiir.df;ii
with a bug up your asst.- :b5 _.,. 'i] i

The moral of the story -le -thi.sr. ;t[rt1s;:?
inherent preferelrceq of, oieq. 5i.{";:" l-:;
clarit;', certa,intyl an&.perfc6tion.. .,lFh
inherent natu,r'ri of trum#*liiloti*"hiiA*
involves ambi6gity, uncerta.i?ity, -d?idL .t

imperfectioa. .How one honorsl, ialanoas
and integratee the need.i,of botJfiite';:.:
the real trick of manag6ment . .'Iq5 :

J .. .:.'
:f '.1 '.
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TI{E SEVEN SIS

Stratecsr Plan or course of
action leadling to the

goarce rtegouT'ccEl, ove"r
timc, to reach Ltlen-
f,11 1ec goa.rs

f inctional , decentra.liz.' ,-E-r

such as mecting formats.
Staff IDcmographlcfr descriptio:r

of lmportant personnel

lilq (ie cn€gnccrs,
entrepreneurs, IfBAts c ,ic

@i*-
achieving the orgrs goars
also the oultural stylle of

b
of key personnel or tle
firm as a who}e.

Superordinate Goals - The sig. mn6;s or

imbues in its members.
'g

0 rrr /' -)
r=u



krtrirtl/ kel 5
Ehe trap for our younger PeoPle is
that there is lltt1e in therir educatior
or ln our man?gement culture tha.t
prepa.r$ them to cope wit! thesc
nuances of the reward a.nd. prrnlshment
system, which often determine succesa
or failure. For years in schooL
they get promoted every twelve months
for aqything better than dreadf\rI work'
and their feedback if frecluentt

explicit, and 6lenerally welL understoot
in that eontert. Our culture does nqt
make rmich of subtlety; we do not pLace
a lot of emphasis on Listenor senslttv'
ity to oapture implied meanings. But
while we extol clarity, most of thosc
who excel in organizationsr both
Japanese and Americans, are masters at
rcading the subtle si6grals. 106

Citicorp offcrs a second provocative
llLustration. nFIICB 1s an e1ltc
institution with a considerablc org-
ilnlzational egorrt statee one of its
senior porsonnel offlcers. ttover
the yea.rs, wc have hiretl a ppeat many
talcnted a.nd" aggressive peoplc. We

havc in place, of course, a 5;reat
ma.ny first-o1acs management t++inin11
courscs that teach not onLy the
technicalities of bankLngr but the
importancc of patienec in changing
orpp.ni'ration and the virtuos of
effective oommunications and. sensiti-
vityr But thc informal systerr rewarrtr



r . ft&r )/+/r- l4F
agg?GssivcnGss'ancl rierba} skl1I. The
term wc usc around. herne iS rlf i jr6Trtl--.
antl it Ls not a ncgativ€y' imagc. The

tr"emendorn fl c*t1rl'l lty, willinglress to
chan€ie, ancl an aseertive kincl of tmeeti-g

po{ntg homc a.r,rd spael. thnsa r,rbo dig-
a€tree. Problems arise, however, when

cnou€fh to ehsot.h th;-.t kind of aggrassivg
€ner€Cr. [hen tho tigers tur.n into sha-'-s
... &Il swimming arounal ln a confined
space. r}}',aiting. -[h+-gxiek€+ studcnts
who attend thesc courses on the nicc-
tieg of managomont ar. watchlng out

-of the cornrr. of thoi@
the manap;crs arG who are €loin€i to sur-
vivG and thrivc. rfnterpersonal virtu
ie ne mateh for tbc -erer{\*} fere+ ef
rolle modole who consistently cxemplify
aggrcssiveness and. hustl,e.rt 1O9

Contrast thls to subord.inateg in the

supcrLors wcakness thnr a veneer of
peeudocompctencc. Wc anc often in-
h*bited frem ttireetly effer*ne to
help a boss bccause vre are supposed.
to acccpt thc trsuperiorrt image_he is
+*'{ha d^ L^ej 3^ -^-r-^-- ?')

I

ev yvr erqJ. I ) /
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Einac;ial qoals More then fin. elq
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CEO stnd-s out CEO strrgr but
tLnds wttlr Aust;

I)riuc, fon srpl ipi t- ToleranOO_ for
IleSB o ambiguity

ItrEE-amFfa-Ffs-@-
__ cmphasl-s _

confrontation & go with flowt

- 
-oon:flfcE 6fidd-€froupi--stEa"

point of view
1-leIf conccpt:
interd epenclancc
obllgation
belonging

ad.mit to weakness
seck complementery
relationships.
spotlight sha.red

ITtr Matsushita panallelsr
.Powerful Centr:'1 mgt. €troup
.semi autonomous Division st:mcture
.hi6h1y refined subsystem of 6;oalsy

tq.rge-ts and. controll
Differences

self concept: in-
-tlcpenilanc-

PsGudocompetr ncc
in weak areas

boes spotlig,ht
BL[

Matsushita
-staff- contr"oll'ers -

coordina,tors

ITT
staff eon+rollere
2nd infq sourcol
check a.nd balrnce

6

\
AferieaF



LJ

society putr to ITl[ sys

Personnel emph.a.sis Personnel emphas'=
on Tra1n1n8 on elaborate

a

schemeg.

Superord,inate obj. No super ord. ob.1 .

uat sushi-ta strat e€iyr

-itising
-2. Pass cost savings of higher

predn vslumes ea te eensufier, 6e*ng
for ehare. Retain share at lower
pricc--keep out competitors

-;--TbTTolrerahit - Let others innovatc.
fmpreve preduet then produec ir vo}-
ume at lower cost. Bie snent on
production en6gneering.
ong structurer

f\rirctions centralizeda

troller IS

Perso;,.nc1
. 'Iraining (emphasLs on values)

b,f
I
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Sogo Bonks
Reading "Sumitomo Bank tr{oves For-

ward by Thinking Small" (Credit Lines,
Feb. 2{r, I felt rtn urge to explain a little
about Sogo banks of Japan. Sogo banks are
not mere "mutual lending institutions."
They are, Iike "city" banks such as Sumi-
tomo, joint-stock commercial banks. But,
unlike those other banks, they put their
emphasis on financing for medium tnd
small enterprises. I believe that the Heiwa
Sogo case is unique, and I sincerely hope
that the remaining 68 Sogo banks will not
need to f0ltow the Heiwa Sogo into being
taken over.

Snrceo Yrlteo,r
New York Representative

National Association of Sogo Banks
New York



November 15, 1983
Note Eo

From
cc

: Ed llarshfield
: Steve Taylor
: Dick Kovacevich, Jack Berger

BCG Seminar

I recenEly attended a BosEon Consultiltg Group Seminar on doing business in
Japan, I have outlined below key points EhaL emerged during the discussions.

* Japan Inc. not a multilateral economic juggernaut' Many ind
suffering: cement. peErochemicals, non-ferrous metals' synLhe
aluminum, paper an pulp and steel. Many of Lhese industries
intensive. Courttries like Korea and Brazil beconrirrg increasingly
One of the SreaE successes of Japan has been Lheir ability Lo "ad
these indusLries viEh a relatively high degree of indusLry
cooperatiolt.

* ForemosE issue in minds of Japanese planners is populaEion issue.
Population rapidly aging, birrh rate droppi.ng. Pensions vi1l reach 212 GNP by

2000 on currenE projections. Public debt is already high' as proportion of
budget (over tvice US per capiLa). As long as savings are high, this could be

ok, but. as savings erode, as Lhey are expected to do as post. var population
size increases, gov!, may be faced wit.h necessity Lo increase taxes.

* ProporEion of college educated rapidly increasing. l./ill t.he beEter educated
labor force Eolerate the tedious work procedures thaL older Japanese have been

used to?

* Many companies now have an "age bu1ge" in their empLoymenE structures. In
the late 70's significanE hires broughr tin in anEicipation of conLinuing
economic growth, Subsequent hires have been far less, vith the companies
having revised dovnward their grovth expectations. As the "pig moves thru the
pyEhon," the expectation is Eha! Ehese comparties will come under Sreat cost
p.e""u." and thaE the life long employment system could Eive Hay. Social
change implicaLions are enormous'

* A foreign entrant inEo a given JapanLse industry upsets Lhe process. tle
canrt attend the "Thursday meeEing,'r he doesn'E knov the informal rules, he
doesn't know when to keep profits down'

* Ordinarily, Japan would seem a prime tarBet to seek an acquisition. PE

raLios are high and assets are generally understated. BuE, no more than 20 or
30 since var. According to BCG, climaEe changing. FacEs:

- No, of foreign and domestic acquisitions increasing
- Today no "formal" barriers
- Usua11y, foreign company obtains equity posiEion in

reEurn for technology
- Cash has noE been a strong incentive

usEries are
Lic fibres,
are enerBy

competitive.
just" ou! of
/govt/1abor

\
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Best prospects for active investnent:

- bring Lechnology with a competitive advantage
- have good distribution ouEside of Japan
- indusEry should be under some pressure
- acquiror should be prepared to actively.assist acquiree

in gaining an int.ernational sfanding

* History has shown thaE a foreign suitor tha! succeeds in acquiring a company
in deep trouble, has generally not beell able ro succeed in Ehe rescue
operation.

* I! is difficulr to be the first company in an indust.ry Eo acquire; easier
when you fo1low.

* ISSUE 0F CONTR0L - "Do you rea1ly wanr 502?rr Dilution on ROE of acquiror is a
major factor. Do a few extra shares real1y affect abiliEy to control? (My
noEes: Reps of GM, Ford, Kodak af Group, Divison 1eve1s yere aL Ehe seminar.
Polnt.s of view Ehat emerged included that control of a company was noE
necessarily dictated by control of shares, In the case of Ford and GM, for
exanple, with their minority posiEions in Toyo Kogyo and Isuzu respecEively,
control of world markets and distribution allowed tlrem Lo have significant say
on whaE uent on in the Japanese unit.

* Major cause of TRADE FRICTION is not Japanese intransigence on specific
Erade issues. PreoccupaEion uith trade issues i s dealing uith sympt.om no!
cause. Major factor is Yen/$ FX rate disequilibriunr. Yen is now undervalued,
so the theory goes, due to a Japan preoccupation with funding the large
domesfic deficiL. By esLablishing controls on Lhe out.f,lov of capiEal from
Japan, (rhere are informal and fornral controls on Japanese external bank debt,
insurance company exEernal portfolios, foreign issued, yen denominated -samurai
bonds- bonds etc,) tlre government is able to insure Lhat its large budget
deficiE is financed at affordable rates, and Lhat domestic rates are kept lov
enough to ensure a drastically needed economic recovery. The restrict.ions on
foreign capital ouLflows necessary [o keep Japanese rbtes 1ow, obviously impacE
adversely on the Yen and the $ seeking'their proper equilibrium. Irony:
Japanese crit.icise US deficit, but in reality it is their ovn deficit. that is
as BreaL or greater contribuEor Eo the FX disequalibrium beLween the Yen and
the do11ar.

* FAILURE PATTERN OF FOREIGN COI'IPANIES DOING BUSINDSS IN JAPAN - US company
cones in wit-h technological advantage. Product is superior, price is high,
Target market is limired and focussed to proprietary segmenL. Japanese respond
rapidly, but wiEh technologically inferior product targeted to a broader base.
Volume leads to a cost advantage vhich, in Eurn gives cash flow/profits, No
dividends paid at this stage! Money reinvested Eo narrow the Eechnology gap
wilh the foreign competitor. 0nce equal technology achieved, aEEack the
foreign proprietary segment with beEEer cost.s. The foreign company Eends to be
smuS wiEh its Iigh price, up-market posit.ion and not take int.o accounE the
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Japanese competitor's effort. to improve his technology and cost posiLion.

* Some inherent difficulties for foreign companies:
More managemenE layers Lo the rlecision poinL compared ro the local

competitor,
Different. investor expecEations. Short Eerm vs, lonB term etc. The

Japanese company goes for share, rebaitrs all the earnings, borrovs heavily to
reinvesE in more growth, wiLh grovth gets cash flov, reduces costs by improving
technology wiLh technology investments, then, drives ouE !he high cosE high
tech competiEors. It gains irs profits tlrru share, economies of scale,1ov
costs laEer in t.he game. Over time the stock price increases and Ehe invesEor
benefils.

* MYTII - Japanese investors don'L do very we11. Fa1se. No dividends, true,
buL payoff comes from share price appreciaLion. lrlhen these are plott.ed, Ehe

average return on shares-for the Japanese investors exceeds that for US
invesLors in Lhe US market, eg. Dividends and appreciation averaged toget.her
for yeild calculaEion. Further, no capital gains tax in Japan.

There vere more interestin I points. 'l'he ones I have selected caught my

abtenLiou

ve
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JAPANESE BANKING

Since WW If - influenced
segregation according to role.

Pre WW II - British mode
general business - securiti_es,
trustee, banking.

Rigid would since World War II
but, economy changes high growth
to low qrowth.
Rate li6ral{zation
International business.

Bank Law of 82
. RoIe of ordinary banks defined
. Foreign banks, previously

excepti-onaI, now treated as | /
ordinary banks.

, .'J

ORDINARY BANKS 1fr
0i

tl,t^ IAL

,w

rDeposi-ts
Loans discounts
FX

Ancillary business

TRUST BANKS - are ordinary banks
BUT: Trust business conducted

under separate law and TBrs
Iimited to trust bY admn
gudi6"rrss

I
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SEC law of L948 - Securities limited
to securi-ty companies.

BOT - Specialized FX Bank
In return for privileges -

right to issue debentures.
Concentrates on foreign business

LTCB - 1952 Law
Creation of capital in post
war ndtion with weak financial
structure.
Fund selves thru debenture.

MUTUAL BANKS
COOPERATIVES
POST OFFICE

Now FX control order of 1980 gives
domestic banking system new
found freedom.

POST WAR

Institutional would reinforced by :
rate control.

Rate Adj Law of '47 mechanism
for rate control.
Deposi-t + Lending

Postal savings different law
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LTCB & Trust voluntary conform
rates.

Competition restricted to provision
of service.

LTCB, BOT some branches
gain deposj-ts via

Trust hankc source thru trust funds.
t

Lending opportunities not funcfon
of competi-tion - but rather, of

- cross shareholding
- group Ii-nkage
- regional assn

Forej-gn banks profit niche due
capital starvation and sig growth.

. impact loans in foreign
currency.

. Japanese bank excluded from
impact loans.

T

ture
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1970's -

Slower growth (oil shocks)
Changed fundj-ng requirement of

gov't and corp sectors.

Corp sector -
requirements feIl from 8t GNP

73 to 3.5t 1980.
Flush with liquidity, increased
consciousness of rates and
j-nvestment opportunities .

sector -
expdr,/needs (48 to

88 GNP)
1 revenues

fr efore up bond issues

Bank took bonds reluctantly
Domestic Iending declined
Bond rates up 78-80, therefore

write down and losses.

Securitj-es companies strefthtened
. offer money market rate

investments to corps.
. Earned fees on govt funding

l-ssues.

Banks pressed for underwriting
privileges, but not yet availabl-e.



5
SINCE 1978

Liberalization of bond and money
market rates but slow going.
Conundrum

. Treasury needs to fund deficit
ergo better rates for lenders

but
. Treasury needs to keep costs

pushing for open financ
markets f S

BOJ obligated top

I

weaker institutions.
Concerned about M.

Why reluctance to open financial
markets to international
borrowers?

Insur€ble, but upsets rates
- low yen rates attract borrowers
- borrower sells yen
- yen rates go up
- yen fix rates go down

MOF off and on about above.

Foreign lender frustration.
.Admn guidance on amount of
Euro yen borrowed

.Admn guidance on SWAp.

. [inimun' XSOOt"l on neo

. No branch network.

. No debenture.
.F

Y-. F of impact loan busien
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Therefore must get exP money
market funds and relend cheaPIY
to seekers of marginal funds'

Problem

Liberalized financial market
wiII endanger Protected
deposit market.
1980 J securitY comPany can
issue money market funds.

5 yr - 9.22
30 daY - 5.68

Trust banks issue BIG
9 -6"^

Bank rates 2t-6t

Result Bank and P.O.
disintermediation '

US lesson under similar circum-
stances

. Funds drained resources
of SB, and regj-onal bank'

. Upset dePosit structure.

. Distorted efforts to control
monetarY aggregates.

. Therefore relaxation save
dePosit rates.

. Rate free for all -

4
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move fearing
the above. Reg and Sogo banks
might not survive under the
above deregulation.

so, treasury not wan
postal savings

a good funds source.

Benefit
Tax exempt on deposits to
Y3MM.

Can open up in many names.
Move to green card prompted
out fow so govt backed off.

LIBERALIZATION PROGNOSIS

Stops and starts.
Profit squeez at house made
J banks look internati-onal-.
1980 new fix and capital control

Law/
no license required for
commercial transactions.

Foreign assets piled on.
Little regj-onal bank participation

PRIOR CORP FINANCE

)

Corps beg at banks for funds.



I
NOW CORP FINANCE

Competition between banks and
securities companies to provide
services

LlABILITY
- Equity issues on local or

foreign market.
- Long term debt floatation.
- Convertable i-ssues.
- Syndicated medium term Ioans.
- Concessional finance thru

export credit agencies.

ASSET
- Japan l4M instruments.
- Euro Asian CDs.
- Fix services.

Securities companies have edge at
home, banks abroad.

CONTROVERSY

Off shore market

FOR Japanese banks - (major)
can offer more services to
discomfort of securities
companles.

For Banks - increased busi-ness

MOF - Ease foreign criticism.
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AGAINST

BOJ - Free trading in yen
financial i_nstruments
will remove rate control
from its preserve.
Upset deposit structure.
Put regional banks j_n

i



bnof -Lna gq5tetb
aicittary budiness, formerly covered
by administrative guidance, have
now been included in the law -
eg dealing in govt bonds.

Single borrower limit Lo 2OZ of
banks capital. (Foreign banks in 87)

Foreign bank branching now governed
by the same law.

Aggregati-on of regs f rom prior J-aws,
such as Securities Transaction Law,
into new banking law.

STL had formally prevented banks
from dealing in securities except
for govt, bonds. But, securiti-es
industry prevented banks from
' floatingt and relegated them to
underwritj-ng. With its i-ncorporation
into the banking Iaw, banks may now
deal in govt securities.

New Aucillary Business

Securities
CD' s
CPrs
housing loan originated most
certificates
Teito Shoken

( Oba
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ACCJ JOURNAL FebruarY '83

Foreiqn Banking in JaPan

Ray Webster

4

5

Post War phase -
Ietter of credit
military bS,nking facilitY

1960 - Impact Loan -
foreign currency loans

1966 - lost L/C business to JaPan
banks -

out of one niche (t/Ct s) into-
another 

/ft"rryc"Y{
1970 oil shock - much foreign
borrowing, that is, much foreign --

bank profi tabi-1it on t loans.

t97O' s foreign banks unhaPPY
with niche.

6. Late 70's Iiberalization begins
A. CD's
B. Gensaki (Repo) market introduced'
C. Larger swaP limits-
D. Deposit base removed small

,+



1 1980 New FX reg all-ows
to make impact loans.

local bank
Niche lost.

Spreads narrow with new
competition.
More foreign banks come in
(same B of total loans).
Bad economy (triple squeeze).

Deregulat.ionr/1 iberal ization, comb j-ned
with more foriegn bank competitors, .-

along with bad economy forces lending
downstream this raise spectre of
credit losses, which foreign lenders
havenrt had to deal with j-n Japan
before.

Some also into FX, consumer small
business.

Result some must go.
therefore govt. forced merger,
therefore possibility of foreign

bank entry, but only for
a troubled sogo or smaller.

But bricks and mortar?
Expensive peopl9?

during a period of transition
to more cash machines and
electronic banking?



Japanese Consumer Finance fnd Overview
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J consumer finance expanding -
. Retailers offer credit in addition

to money lender (sarakin)
credj-t card co (BRCC)

installment sales firm (shinpan)

JCFA Market size
Banks
Money lenders
Shinpan (7)
BRCC

Foreign backed

estimate 10.6
34.8
40.9
t4.6
7.4
2.3

1982 - according to JCFA
1. Large expansion money I€nder

offices
2. New retailer entry

Tobu Dept Store
Ito Yokado.
Nrcnrl- ) super market

Seibu
Daimaru
Marui (installment sales firm)

3. JCFA survey showed that banks and
other grew by only 5t.

4. Household, Beneficial, BA left
due to difficulties adapting
Iocal customs.



5 6 credit card companies
JCB
Union Credit
Sumitomo Credit
Diners Club
Mi-Ilion Credit
Diamond Credit

7 Shinpan
Nippon Shinpan
Orient
JACCS
Life
Kokunai Shinpan
Central Fi-nance
Daishinpan

7. BRCC raised lending limits and
saw 70t increase i-n cashing
service -

- mail loan service continued
to expand.

161 members of JCFA
Outstanding balance of lending
*545 bn, 55t increase over 1981.

9. Rates of JCFA 35.5 to 73.

6

o



11. Amended Iaw on money lending.
Passed Lower House Aug 1982

Expected passage UPPer House.

JCFA Official Pstn
Will increase public trust
j-n money lenders.
WilI help them expand business
further.

10. Four money lender firms, 357 bn
in 81. doubled in 82.

Takefuj i
Promise
Amco
Lake

t2. Federations of Bankerrs Assn
apprehensive about rapid
expansion.
. Small borrowers without

experience have
. High debts - .5 to 1.58 of ANR

13. Banks may come in either directly
or thru investment in money
Ienders.

14. BOJ cautious banks against
lending to money lenders.
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YEN LOAN SYNDICATION

Before '82 - Long term yen J-oans for
categories linked to J foreign
trade only. Ant to supra
nationals - World Bank etc.

May'82 - MOF opened market

Criticism di-ffused that cap markets
are closed to foreigners.

But capital outflow and yen.

But MOF announces semiannual quotas
for all banks, therefore admn
guideline-type restriction. No legal
force, but followed.

MOF more i-nfluential than BOJ.

There is a quota system for foreign
yen loan syndications.
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CONSUMER CREDIT MARKET

12 Oct L982

I Expanding Market
A. Ratio new credi-t to final

private consumption increase
from 7._!s in 1971 to 11.7? in

2

Rapid expansiorr
Product development
- non purpose
- BRCC guaranteed loan
- Loans thru sogo accounts
- Stropping loan increase
- Consumer finance company

increase
Increase personal disposable
income.

76-77
. Sluggish expansion

foil crisis)

18-79
. New expansion - card loans
. Gr,. up oemano "p"iE-d&cn. 19t growth rate

1 980-present
. Sluggish income growth
. Saturatign consumer goods

markets.
t-

14.3t grlwth rate.
eg lower, but still d$

-J
il-i\

3

4

periods of g

Le -)



CONSUMER CREDIT MARKET

II. Bank's share of lending to
individuals increased to 8.2t by
1979 - Credit Assn up to 15.1t.
Main reason: great increase j-n

housing loans.

Real consumer loan share flat
at 1t

trg consumer loans.
High growth non purpose loans.
Card cash loan growth.

2

f But banks have shown large
increases in lending to installmen,
sales companies and financing
companies.

/ Banks indirectlv suoportinql,, | . -|
. fonsumer credit extr>ansi€l+.-\i'!

III. Credit Financing Companies
(Shinpan)
. High growth rate 80, slower

tnan f79.

Achieved by:
1. Breakdown restraints credit

card business.
2. Nati-onwide office network,

adding participating stores.
3. Product diversificati-on.



x

CONSUMER

Cre

whv
sales credit. Also saturati-on
of stores in chains.

Persbnal Loans on other hand
have shown marked growth. Why?
Good credi-t data history,
numerous offices.

Credit guarantee growing at
remarkable pace.

P_rognosis - Moving away from
Credit Sales - more competition

in loans.

growth compared to $rinpan.
ter in cashlng

i-ce than in credit cards.
t card companies turning

to cashing service compani-es.

Prognosis - No high growth original
credit card use.
If move to cashless society,
even cashing service will
dwindle.

k

IV



CONSUMER CREDIT MARKET

V. Sarakin (Money Lenders)
- Rapid loan volume growth
- Rapid office network expansion
- But yield fallen due to comPeti-

tion of foreign finance comPanies
BRCCTs and shinpan.

Why growth?
- Institutions respond to consumer

needs.
- Intense competition
- Trend towards homogeneous

industry.

VI. Market Assessment

Pesitive market forces
\4. rndividual resistance to borrowing

weakening.
,u/2. tutovement towards cashless

society.
). Increasing complexity in .:.,-

\'/ personal budgeting.

4

,4rowLh rbte -
t will slow -\- Ert wilr sray in double aigits)

Companies related to distribution
sector will diversity during low
economic growth and will
qqploit connections with consumers.



CONSUMER CREDIT MARKET

Past: Supp1y has responded to
meet customer requirements;
rates have fallen.

Future', Shift from quantitative
sion to qualitative

improvements.
WiIl see buildup consumer
protection, consumer info
services and credit data
banks.

VII.Prognosis for Banks

- Can now factor (APril 1982
Banklng Law)

- Purchase notes of Credit companie.
wilI increase.

- Computer know how will be Put
to work.
POS terminals in retail stores.

5
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BANKS
50t deposits
50t loans and discounts

March 81 - 86 banks

f Ordinary Banks
. Conduct business under Bank Law

of '81 .

. Deposit major source

. Growing tJ-me deposits; less dd.

A City Banks (13)
Iarge ci-ties
nation wide
branch network (ave brchs 213)
40t sources all banks; l8t aII

fina inst.
Mainly corporate banking
But, digest large portion nat'1

bond debt. 30t total floata-
tion.

B. Regional Bank
. Based on prefecture
. 63 banks
. L/9 ave size of city banks
. Some branching Tokyo,/Osaka
. Ave offices 85
. Call funds supplier
. Regional clients



BANKS

C

2

Specialized FX Banks
. Bank of Tokyo
. Can find by special debentures

as well as Y deposits.
. Specialized FX Bank - B of T
. 186 others authorized on

sub lebel.

D

issue CDrs but not debentures
3t natrl loan total
1t deposit
wholesale

II. Long Term Credit Banks
LTCB Law of t952
Lend long fund thru debentures
3 Banks - BOJ

LTCB of J
Nippon Credit Bank

Out growth of weak capital markets.
10E equip lendings
Securities trustee function

III. Trust Banks
Ordinary banks under Bank Law -
but - 2 banks
"administrative guj-dance" to
concentrate on trusts.
Functions

Long term finance
FiduciarY
25* of equiP finance

Foreion Banks
6115."r,.=

@



BANKS

IV. Other Financial Institutions

A Sogo (mutual)
Credit Assn
Credit Coops

3

Same as banks
different chargers
Small scale; agri-culture,

fishery
Deposit rates 25 bp higher
Important role among market

B. Insurance Company
Life - Iendings =

C

I/5 of
city banks.

Non Iife

Housing Fi-nance
Sogo, Credit Assn, Credit Coops
plus Govt Housing Finance Corp.
8 Housi-ng Finance Companies.

D. Postal Savings
000 offices

tax exempt
7/2 yearly compound interest
90t of deposits of all banks
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JAPANESE BANKING

PubIic

1

t
extensive ne SC
link-u between

for

ities
d

afford

t_

consumer finance fi

lmpI
. only profitable, well managed

able tocompanies will be
capital intzacf in tems
ther
gaps.
small insti t led
by larger

Now - Most Banks
. On-li-ne system - connect all

offices deposit and loan
operations.

. ATM's J-ncreasing

. Zengin - automated interbank
clearing.

New Initiatives - Regulations on
"joint use" of telecom circuits
will be relaxed. Banks link up
computers to corp computers by
direct, exclusive circuits.
Cash management.



2

for corps.

Banks beglnning to offer full
Cash Management Servj-ce.

Consumers - INS - Information Network
System.

. Home banking - telephone lines
By phone can: obtain balance

credit & debit
Experimental system 1984.

CAPTAIN - Ietter image information
Net Work System.

Shopping by TV -
test now - Go line 84.

Linkage of super markets and
banks.

Buy thru on-line cash card.

Therefore, Salary

,{

A

vt
No more notices for banks



JAPANESE BANKING TRENDS

Changes

icks and
itive advantage

venient,
computer operated sertices to
customers.

3

fmpac

?

Therefore, large
Therefore, more

investment.

efficiency
fore, widened earn

But, MOF doesn't want this to happen,
so still consj-ders corp bank linkup
(Banking Law 1982) within its
purvj-ew to regulate and does for
the time being but trend is toward
deregulation.

\
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FORETGN BANKER VIEW JAPAN MARKET

Funding in yen difficult - costly,
cumbersome.

Require more flexible CD issues.
Interest rates favor postal savings.
Need more instruments e.9.,

Negotiable CD's
Fed Funds

Foreign bank competion still -
1. Economy
2. Japan CD's have better cash

flows.

How foreign bank can help J company:
Cheaper funds
or . N.Y. conmercial paper

. Leverage lease
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PUBLIC TELECOMMUNICATIONS LAW -
ENACTED LO/23/82

Previously prohibited connection of
leased (private) and public telephone
circuj-ts now permissible on individual
application to MOF.

If public --7 lease --+ public, then
A can transfer money to Brs account.

Banker's federation wants greater
flexibility

No individual applicatlons.

MOF now approved Fuji/Sanwa Postable
terminal on true home banking in
concert with MPT above deregulation
on communications.



JEA 12 OcL 1982

EVIDENCE OF LIBERALIZATION OF

JAPAN CAPITAL MARKET

2

3

4

FX transaction 8 fold increase 75
to 81.
Magnitude of long term capital
movements = to West Germany
Stock a bond market 2nd in vol-ume
to U.S. 2 times West Germany.
Short term market - liberalization
of interest rates and introduction
CDrs.
Foreign Bank share of market. t

CalI Bill CD Gensaki
5

t979 3-3
1981 11.3 1

74-O I.9
t2.6 18.1

o,
8.4

6
7

Clearly, restructi-ons on foreign
investment are not responsable
for yen decline.
Yen denomj-nated foreign bonds.
Yen assets held by non residents
$9008.
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12 City Banks

DIK
Fuj i
Mitsubishi
Sumitomo
Sanwa

Yokohama
Hokuri-ku
Chiba
Shizuoka
Joyo

(ordinary)
Asset
$88e
80
72
76
69

188
10B
108
108
108

(al1 banks)
Branches

63 Regional Banks (ordinary) (aIt banks

339
246
209
213
244

142
150
t20
r69
115

One prefecture only

Trust Banks (ordinary on small scale)
(aI1 banks)

Mitsubi-shi 43B 50
Sumitomo 378 51
Mitsui 368 47

Purpose - long term finance
financial management

Take long term deposits - lend these
to industry

Trustee for various pensions and
funds, etc.

(aI1 banks)LTC

Long term loans to industrY.
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Postal Savings System

Deposits $260e - world's Iargest
financial institution.

Deposits go to govt. trust fund
bureau, which finance housing and
small business-
Independent of many regulations.

Sogo Bank

Similar to regional, but greater
concentrations on small business
and personal customers.

Shinkin Bank

Credit coops. Take deposits,
but generally lend to members
- but not always.

Fi-nance Company

Shinpan (N.S., oF) respectable.
Sarakin 100r000, not respectable.
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MOF branch open approval.
New branch open guideline every

2 years.
Currently: For 2 year period

1 full branch
2 small branch staff > 10
4 timing branch staff ) 4

AIso reg on location & ATM's CD's.

Restruction on hours - 09.00-15.00
Lo t2.00 on Sat.

Some closure Sat in 1983.

Stats 1981 Year End
offices
2,762
5,864

324
3 ,905

,85'7
,6t7
,428
, L79
,000

3

City banks
Regional
Trust
Sogo
Shinkin
Credit Coop
Postal Serv
Ag Coop (1980)
Fish Coop

13

63
7

7T
456
473

2

4,496
1,685

5

2

22
L7

2

Key Regulation
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Deposit Takj-nq
<

Demand

Current Account - Rare

Ordinary Deposi-t a,/c used for payment
transaction.

. low rate paid (50t 3 mo TD)

. passbook

. personal sea1, but some signatures.

. Credit transfers + direct debit

l2/U Demand Deposit

JPY Trillion ?

City Bank
Regional Bk
Sogo
Shinkin
Credit Coop
Ag Coop
Giro
Other

7.0
7.5
2.9
4.5
1.0
5.1
0.1
2.3

24.

14.

5
5

7

3

7

5

7

3.
t6.
0.
7.

30.4 100.0

Savinqs + Time

80E at banks
are TD.
3 to 6 mo, 7,2
or 3 years.

Longer periods
are available
on p,:stal Sav'gs
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that is,
competitive
i-ssue.
PS - 10 years

New Competitive Facilities :

. Annual compounding on long term
deposits.

. Notice a/c's - No loss of interes
i-f adv noti-ce.

. Autmatic savings transfers from
ordinary demand accounts.

. Special savings schemes.

Long Term Savings Instrument -
the loan trust offered by Trust Banks

deposit pooled + Ient to commercia
world.

Some door to door collection of
PRSL savings.

Sogo A/C link TD & ordinary A/c.
Customers overdraw ord with TD
as security. Rate on borrowi-ng
is .25E over TD rate.

Securities Companies - New

Competition
Not deposits but fnvestment Trusts
(mutual funds)
Higher rates are available.
7 trillion investments attracted

12/8t.
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1981

6

Savings + TDts

YtrilIi-on I

City Bank
Rg Bank
Sogo
Shinkin
Credit Coop
Og Coop
Post Sav
Other

TotaI

30. n
o

L

2

L

I
2

2

7

15
L4

7

10.
34.

U

4
6
6
6
6
2

1

0

28.
15.
23.
7.

2r.
68.
6.

t99.

11

3

100

Rates (dep and loan) MoF controlled
admn guidance.

Sogo pay slightly higher than
CB & RB.
Postal Savings highest of aII
NOT MOF controlled.

Since WWII govt encouragement of
savings thru tax break.
Now tax payable on

y3MM dep r",_;";i";H:". insr*ution

-postal save
that is, up to 9MM dep tax free.
Also easy to have fictitious names
at postal savings. 2 PS a/c for
each Japanese. Green card mooted
then fell flat.
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Other concessions:

For workers who buy house,
tax relief on savings and
on lnterest from savi-ngs.
Deposit insurance.

PERSONAL FINANCIAL WEALTH

TDrs - 50t of Assets
Bank + PS deposits and trust assets

accounts for 708 of all personal
f i-nancial assets.

Life insurance not a large piece.

Personal Financial Wealth
y/E t98L

Finan'I Assets ctrill %

Currency 16.2
DD 30.4
TD 199.1
Trust 24.2
Insurance 52.O
Bond 30.0
Share 6.5
Security fnvest Trust

6.3
Other 1.9

A

B

4
B

54

4
3

4
6
2

2

8

6.
L4.

a

1.

t.7
0.5

Total 367.I 100.0
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Financi-al Liab

Loans fm Private Inst.
85 .0

Loans fm Public Inst.
23.7

Trade Credit 31.8

23.r

140.5 38.3

LENDING

Consumer Credit

1971 to 1981 2 trillion to 14 trillic,n
Practices backward.

Consumer credit per capita - Iow
Ineficient competition
Extreme rate variation
No efficient system for info on

personal credit stdg.
2/3 shopping or purchase relatedr

l/3 Pt non purpose.

Connected Credit -) oept. stores
Regional retail

coops.
Shinpan

( specialized
sales finance)

BRCC

6.5
8.1
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Unconnected Credit -)
Money lenders
Banks
Now new1Y BRCC + ShinPan

Cash Loans

New innovati-on - Dept Store &

super markets
up to 300,000 yen thru cash

machines.

Rate Law

IRR 20t per annum
Money Lender .3t per diem (109.5t)

7982 Leqislation - Lower max money
lender to 408
Introduce other consumer protectio:

methods.

Despite lower rates available
elsewhere, Saraki-n have enjoYed.

Other Bank Sources Consumer Credit

Drqgv on sogo a/c.
Posta1 Savings can also over-
draw up to .5t over deposj-t
rate for up to 6 Mo.
Bank O/D possible to arrangie,

using card.

9

t
2

3
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Cautious
Ri-gid screening requirements
Make more money in wholesale

financing.

1981 Consumer Credit
JPY trillion %

City Bank
Rigional Bk
Sogo
Shinkin
P. S.
Other Bank
Shinpan
BRCG

Sarakin
Captive
Retailer
Other

TotaI

HOUSING FINANCE

Harder to obtain than most idl
countries.

But growing and now 10% of
bank lending.

958 of loans to i-ndividuals
are housing.

.4

.4

.2

.4

.3

.8
3.0

.8
2.t
2-9
2.4

.3
13 .9

3

3

2

3

2

o
22

6
15
2t
t7

2

100

Bank Strategy
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Availability
.cB
. JU Housing Finance Co.
. Housing Loan Corp

- Largest House Lender
- Largest of L2 Govt Fin Inst.

. JUrs between
- bank & insurance company
- also sogo, og coop etc.
- now eight JU

. P.S. to make housing loan
in 84.

Maturity - 20-25 years
Refinancing system available.

Rate Ceilings
No speciric, but kept low as a
matter of policy. Rate fixed.
Same rates as large companies
pay long term loans.

Available amount understated as
paternalist's companies supply
some housing lending.

Trust Banks offer uncelling services
surveys
advrice
arrange finance
on line info systems
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City Bank 6.6
Regional Bk 5.1
other 3.3
Sogo 2.9
Shinkin 4.5
Credit Corp O.7
Labor Credit Coop 1.2
Og Coop 2.O
Insurance Co 2:6
H.L. Companies 3.8
H.L. Corp 12.8

Total 46.0

House Finance Y/E 8L

JPY ?

t4.3

21 .
100 .

4
I
3

8
6
6
2

6
2

o
0

t2.
7.
6.
9.
1.
2.
4.
5.
8.

Low lend back ratios result mainlY
from relatively high sabings.

PAYMENT SERV]CES

Payment System Organization
175 local clearing houses

operated by tocal banker's
assoc.

Largest - Tokyo Clearing HOuse

1,/3 volume
2/3 volume
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Zengin System
. Central telecommunications
. Electronic transactions

between banks.
. 1973 start
. Links 700 institutions and

18r000 branches.
. Direct Debit/Credit now bej-ng

considered.

Paper Payments

Hj-storically cash
Now salary/wage thru banking
system.
Checks not wi-dely used.
Check A/C no interest,/no charge.
30t J travellerss carry yen

checks.

Plastic

Banks cannot operate card business
directly.

Therefore JU companeis.
Dept Stores and Shinpan have cards
Used for purchases and obtaining

loans.
BRCC cannot offer installment
option of repayment.
All card repayment is direct
debit. Precondition of card issue
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3 BRCC affiliated to Mastercard.
1 " to Visa

(Sumitomo)
Amex GoId Card
Japan Diners CIub

758 local ownershiP.

Credit Cards l\'1id-82
000

Master
Visa
JCB
Diners
Amex GoId
Shinpan
Retailer
oil
Other

Total

5,97O
2 ,888
3 ,9oo

290
80

1 0 ,450
Ll,27O

,000
,630
,478

I
2

45

Electronic Payments

Credit transfers - not checks
Zengin links all banks (not giro
Customer can chose Paper
transfer but slower (cheaPer).

Tokyo Clearing House
Direct credits - paYroll

pensron
dividend
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Direct debit - telephone bill
utility
insurance premium
credi-t card
taxes
social security

Central on lj-ne computer most
banks.

Postal savings on line in 1984.
Shared cash dispensor networks-
put in by banks to compete
w,/postal savings.
Automation extended to safety
deposit boxes.

Automated Services

ATMIS,/CD1S
. Considered sub branches
. Easy approvals
. 8:45-5:00, 9:0O-2:00 Sat

Jo11.e t-Begj=erratTSoAo share d
ATM network.

.(a=-etu stgazed-networks now int.eegr.tfng.

. 50t cash withdrawal ATM

. Can use ATM for inter A,/C

transfers.
Wortds first self service,
mass electronic funds
transfer service.
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PRICING & PROFITABILITY

Ordinary A/Cts - free to customer;
pay interest.
Charges: Only when

t. Zengin used
2. Use another bank

cash dispenser
3. Charge for direct

debit (recipient).
4. Charge (paper) sdy,

dividends -

Interest rates controlled -
therefore controlled Ievels of
profitability.

No option to get higher rates on
consumer credlt.

Housing credit at special concessionary
rates. Therefore, not much
profit opportunity.

So, no profit to speak of in fees,
consumer or housing lending.

Profit lies in low cost deposits
onward lent to industry. But
even these profits are depressed
due forced holding of low yeild
bonds.
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Selected 1981 Rates

17

Ordlnary Deposit
3 Months
2-5 lear
5 Year

Bank Consumer Credit
Shinpan
Sarakin
Mortgage
Money Market

t4-20
t6-40
30-110
8.3
6.3

SUMMARY AND CONCLUSIONS

IMMATURE retail banking market.
. Opportunities for branch network

expn limited.
,.- Savings market domi-nated by

single govt. inst.
Qtignt contro

crfotlP 
Housing cred

t
+

over rated.
short supply.

ehU Consumer Credit Market shows signs of

proportion credit di-rec
5

.) bank
interest.

.rUnregulated lenders felt to
-- satisfying market needs at

exhortatiout rates of j-nterest

t.75
4.25
6.5
8.0

\
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Individual needs have been sacri--
ficed to needs of industrY -

But, then individual-s have
enjoyed fruits of industrial
success.

Good Strategy:
1. Release banks from interest

rate ceilings on consumer
credi-t.

2. Retease credit card
restrictions.

Possible Result: Like Canada
ganks rush into market
charging high rates than before,
but undercutting comPetition.
Overal-I beneficial effect to
consumer.

J has high savings rate.
Why? . Hard to borrow

. Tax incentives

. Low leve1s of social
security.

t=
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Some points worth emulating elsewhere:

Paperless direct debit.
Zengin - worlds most effective

transfer system.
ATMrs
Banks offer ATM!s at own branches,
and pool in public places.
Elegant solution to choice between
cooperation and competition.
CDrs as well as ARM's - Greater
ratio of machines to branches.
Performance related deposit in
trust bankst loan trusts.
Sogo account - sj-ngle integrated
account. Saving borrowing and
payment facilities in one A,/C.



J & J MaY 3, 1983

BANK CREDIT CARDS

Citybanks establishing own card
companies.

Card competitors
Credit Sales ComPanies

N. S.
Orient

Consumer Loan Firms
Takefuj i

Department Stores, SuPermarkets
trilarui
Seibu

JTB
Cosmetic ComPanies
Service Stations
LDP

Therefore, Individual Credit Card War.

Bank Response:
. union Credit (DIK, FUJr, TKB,

Saitama) set uP own card comPanY
February r83.

JCB (Sanwa, Mitsui, TKB, Daiwa,
Kyowa) followed suit.



Why cards?
. Future integration cash and

credit cards.
. Future integration cards and

home banking.
. Customer base for receiving

deposits.
. Starting point for business

strategy aimed at consumer
clients.

. Greater linkages AJM networks
with, say, regionals.

. Regionals thinking of setting
up a bank card.

New entrants (credit sales, consumer
loan, department store, etc) issue
2.5 x number of cards as banks.
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FACT SHEET

21 Japanese bank subsidiaries in US

Citibank 128 foreign bank market share
.058 total country market share

CSG Vehicles
CCKK
FNNS
Citicorp Servi-ce
Citicorp Internat'I Business KK
Diners Club

CCKK 5 year Scan
r982

PCE 1J
Asset 300
Capital 10
People 28O

L987
12.O
1 ,000
40
750
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EXISTING RELATIONSHIPS IJ1TII CiEDIT EXPOSURE OVER 122CNTo
O

a
o

5

-

DATE: I 9Eh r 983

N
\N COH?A}{Y PRODUCT CREDIT LINE

o. s. B.
AS OF DEC. 31,',82

(rro{)

NET BISK
AS OF DEC. 31,'82

(nor)
CURRENT REVIE[.' DATE REHARXS

sAt{Yo KoSAI P/N 210 221 227 SEP.27rh, r63

HONDA CHIYO BL 300 300 300 DEC. lrt,r83

iAIARIYA Hll 330 330 330 NOV. 29Eh, '83

+l
E

g
,1
zl
fl
-t
3

-oAxs EsAxA 8L 400 100 400 Nov. t7rh, '|€3

OAII.IA SEKIYU P/N 0 0 APR.27th,'83 locludc for GuranteG Lioe
r240lor

NISSIIIN SIIINPAN BL soo / 500 500 SEP. 28rh, r83

IAXEFUJI soo / 500 500 OCt.25rh,'83
Nlxxo strIWA HW soo l/ 514 162 JAI.2l!t,rE2 llnder Proposal Oo Liquid8tion

Ba*.Cla.EificatioD lA
SNSAI SPORT t-900 (/ l 559 569 24tn, t83 LItlY

sru:wuut y''
BL gso [/ 420 q2o ( frfil..tr.r,, 'eri F+ {0E"1,/.,.,0 ZKO

AICHI CROUP P/N r,000 l, t26 940
t-

UAR. lErh. r83 Cl.srificstioD lA
(ANEI P/N r,000 990 v950 JA.tl.26rh. r€3 E:ry-,
I^IHEIYO I(.ANKO rU, P/N I r ,300 r ,415 t,215 JUll. 2lar, r63

(OKUBU CROUP TIJ,TU,P/N,RI r I ,800 r ,30t t,088 UeR.29ch,'83 urill list
JlSUNOMIYA KOKUSAI T[,, ?U I t,9oo r,049 1,049 sEP. toth,,82 CA PendinS ApptovaLy'

IIHON COLF KOGYO TU, TU, P/N 2,000 r,596 r,608 SEP. 9th. '82 tlodcr PrcprraEi"" y'

o

- 2t
ts

I

#
{IHON XOKIJDO TU, P/N z, roo.l 1 ,625 I ,609 JUN. 21.t, t83 Classification lA

ol

I

I

I
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CI IBANT( OR TION. JAPAN

Tatsuo

shi Minoru Ward Robert

Jun-ichi

rats rl.ation

Ray

+-Crcdlt

teve

E

'f, Goto,

Crerlit De prrty

otc Aka saka- OIC o a9u IS
I l, Shinri zrr.V P l'zt Slrinromrra

VP \.P.we!cott 1L J. Sato, vP a R. Srrudah, V P S. Graham, V P C.S,S.Tlbbs,vP

, VP

T VP

PAO

FNCCL

tlu



CCKK LOAN TYPES

CONSUMER

(BA) Unsecured -
Personal Loans
10.7 to 8.I; 2.96 Lo 2.44

norm 3.3

Home Improvement Loan
81=10.2t; 2.66 ANR, nor 3.3

(A) Secured -
. Referred Loans - loans from

tie-up company but non-
recourse.

Tie-Up Loan - same as referrei
but repurchase obligation
for tie-up company.

Golf Membership - tie up loan
limited to purchase of
golf membership.

Securities Loan - secured by
securities or precious
metals.



Housing Related -
. Mortgage 438, 32MM

installment, 3.618 del
. Home Equity 508, 37MI\,1

installment, 1.5? del
. Bridge 7t, 4.8MM

bu11it,0B bridge loans

COMI\.IERCIAL

Housing Warehouse
22.2 5 or 23% classif

P/N Discount
25.5 9 or 368 classif

Golf Warehouse
11. 4 O classif
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CCKK SUCCESS RAT]ONALE

Most consumer credit
(connected) related.

(2/3) shopping

Banks not eager consumer non-purpose
lenders.
OnIy other non-purpose lenders were
Sarakin who didnrt wear mantl_e of
legitimacy.

Niche-? Go in where banks don't want
to lend.

Grow with that rising market.

But, BRCC and Shinpan have started to
complete in non-purpose area.

therefore, what?
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CAPITAL ISSIJES

FltJco ha3. tot.l netiDrth of P72.1:lr anC risk a:set of 1759.21-',1
rs of August ?C, l93l for a Carit:l t. iisL Asset ratlo of 9.5:
yersu3 a requir(:.nt cf 8:. Ey oec€-',.r 3], l!31, the requlraftnt
xlll be l0:.nd FllicC Hill havr diffrc!1!j i,eeting lt.

In 1982. assunlng a l2i 9r9a1l ln ri5!: assets, Flllce'i nethortl
nust conseqrc,rtly.(jro* b/ the saie !rrae','.ite tm! or approrl-
6atel, PiJ:j:. this groHth cannot ccre fro- 'rcmll prlfits' t-'lonc. recognizing lhJt Fii,Co srili n:e to 9ay cr:. dlylCends on
preferred slares OJt of thl5'noril.Jl profiis'.

Ivo rlterna:lvLr open to FIliCo to.'llevlate thl5 clplt.l ta rltt.
rssct burCcn are as fo'lloxS:

l) nccelv.bleg partlng to 'tslJnd Flnaicr'. fhls rlll tc lchltyad
b, tlllco lending to ccnCui... crnrrit lcrCing to'lslrnd Fiisiaa'
and 'lslaio [lnaace' luyin9 tlilcC's rcceivdtles. A ror! €lrtct
rppfcach :3 for.lsland Iin.rrc€ to Lcrrcr, t orcy outsidr uiing
Fllico'i gu!rantee anC use sa: e :o turchase tli;CC't receiva:'lca.
Parklr, has thr added .dvantage of lront-lo.dlng Fl:ico'r ln-
coca.

2) Equlty lnfrrlon

ri $!.8_L - (Esgsle{q.)
- C?otr!l lloldlngs lnvests P15.g1c on Flllco's rer-rlnlng

unsubcrlbed cor,ron sirlres. Central l:c'ldinEi elthrr
borro*s fron the outllcc if lt c.n or Fll{Co fundr lt
throrol a conduit.

b) Ph!i? ll '- (Real toulty)

.- assslng fllicc posts healthy e.mings ln l98l lnd gro-
Jcats anothcr realon:oly good y€ar tn 1932r thr icea
of a real equlty lnfus'lon couid be sold tc Jts cri3tlag
itockholde:s or possibly to nev stockl:olde13. Cur ErC-

. tent corporatc cl ien[s coula le taF;ed for the gurPor!.

Ia l$e. co*on stcck Ei],5e ls:ucd to re:lrce 5Ci of
our preferred sl.rca io eiiec! snvir.g ?:: brfore tll
Intercst on P18.75!:l cqiliyaleot to F,l.3i:{,

){'2.
1,'i'
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?ha Jap!n-a!alic. Soct.ty id South !Io!ida
The Japan-Aha!ic. Sociaty ol Southp. O. Box 160575

rt!

Florida

yi.ni, FL .llI16
257-8r8a

?ha con_tact ir Batty Lou Roaon, pr.rident. Sha is sendingyou inlord!Eioo .bout her orgrnization, tha Languageioatluction, .nd rny oth.t m.tarilI. you could naad.

?h1a o!g.nizrtion h.. b.en tog.tha!.ince 1977. Th.te arecurr.ntly L0O daEb.rr. Th.y ara not tar.xempt at thi.
Polnt. Sha rould ba intarratad in any thought!Tideaa youroul,d hava fo! thal! org.nization.

o

llta conrulata
in ltl.nt..

foa tha J.pan cultural, oEgaoiration i! Ioc.t.d

lhara la.. Japan-A!arica aociat!, loc.tad in ?a6pa. Th6i!addraaa l.!

J.p.n-A!.rlc. Soclaty ol C.nt!rMorid.p. O. gor 2l7aa
t.op., rL 3!623

81t_223_21r0

Ita, :la a.nd1!9 you ln!o![rtloo .bout th.1r o!9.nlz.tion.l-van lt you doo.t b.Iong to thta p.rtj,cular orginlzatlon,rnat c.a put you on th. r.llltrg !.lat lor av.nt. th.t eill b.trllat pl,.a il you yould b. i;t.r..t.d.

o tt. tloltf,lHt r08t0r l. Loc.t.d .tt

rooo"ilif lIIi'33il""..0
O.Ir.y B.tch, tL 33aa6

499-0631

lha coot.ct 1r! L.rry Rot.nae.lg
!.tt, Lou tot.o l..lt you rould b. v.!y inta!.rt.d in rhi..u.ao.. It lr tha c.nta! of Jegrnrir cuI!u!.. 6.019sXotll..l l.ft tht. l.nd to th. cltto! D.Ir.I !r.ch on yhich
that, bollt thl,! ru..u..
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FDrAlic!AI.s - I IEAA.S PRATECI:OIf ('8{ - '86) tutr 
'lr

'85 Fcsr'82 AC]IUAL

T AIIR

'83 FCSa

'l.l 
I ANR

'tH i ArG, tt{ I ANR ttl r ArEt

'86

loc. Ar(C
ll4.
Intarre naEnua
InBantt Exlut!
Grort spr.ad
Eaaa on lpat
Oth.r Rarcnua
rd1./R.c.
lqf? - raY
xREr - lgr
NR'?
Co01rrl6t
,d7. /R.t.

tLB illo

194,093
179,9 14
22 , LO3
14 ,669
7,434
t,577

t22

12,212t
12,7461

(1.2'
(30,o )

QA2t
8,15r

(603)
7,14A

239
. l22t

2,555

G,149'
r13
968
172
609

(9,
12,2261

3{l
(295)

2L9,623
205,255
23,9r9
15 ,2 15

1 ,704
2,053

120
(690)

9,187
(430)

8,757

1ot

3,8?9'.

(5,214t
421
714
1{3
402

({ ,658)
221

(258)
(4,637)
(1,7541

12.lt
(54. r'

271 ,570
256,510

30,275
20,269
10,006
2,566

l5o
(200,

t2,522
' (5r5)
'-L2,OO6

,:,

2,566

4,940
1.850

770
1,575
2,O57

tt,232

(1,535)
513
910
t79
500

(8r7)
280

t2261
(871)

( 1,0 l9)
(0.r)
(8. !)

100.0
tt.8
1.9
3.9
1.0
0.1

(0.1)
4.9

(0.2t
1.7 .

o:,

(0.3)

3i13, l50
120,7 10

37,8,r4
25,336
12.508
1,207

190
(300)

15.605
(5161

r5.089

:'
2.886

5 ,135
2,009

962
I,70L
2,254

t2 t25L

263
641

t ,138
224
600

100.0
ll.8
1.9
t.9
1.0
o.l

(0. lt
4.9

(0 .2,
1.7
o:,

0.9

0.4

428 ,950
{0o,890

47 , los
31 .570
15 ,535
4,009

238
({oo}

t9,462
(5{2}

t8,9ao

:o'

s,162
2,170
1,201
1,837
2 ,474

13,,106

2,128
801

| ,422
2S0
700

3,769
392

(2 r6)
3,593
3.270

0.8
2r.5

0.7
o.2
0.4
0.1
0.2

1.0

10o.0
12 .3
8.2
'1. I
0.9
0.1

(o.4)
4.7

(o.3)
it.{
o:,

1.4

2.O
0.9
0.3
0.5
t.2
il.9

(1 -8)
0.2
0.5
0.1
o-,

100.0
11.6
7.9
J.1
1.0
0.1

(0.3,
{.5

(0.2t
{,1
o:,

1.0

1.9
0.7
0.3
0.6
0.9
1.4

1.9

2.2
0.8
0.3
0.7
1.0
5.0

3,207 0.8

sc!f! Pry
PEGLrat
Dl,!. vu.
!O(9. /Adt.
Oth.r D1!.

8@*roat
ContrLbutlon
Dl,r. All,oc .

E.Q. Al,loc.
Ind. AUoc.
Aflll. g.E.
tru.l,. C/ (L, '
EEr!
F(tl lu
O.S. Tu
rcg
rcE (lcrl B@k,
lolA
noE

t.594
1,611

455
83,r

2 ,16,(
8 ,759

'l ,57{
L ,722

59t

1 ,912
to,2f7

t.7
0.6
0.3
0.5
0.7
!.8

r.5
0.5
0.!
0.'t
0.6
1.3

(2.s )
o.2
0.3
0.1
o.2

(2.3t

(0.5 )
o.2
0.4
0.1
0.2

0.1
0.2
0.4
0.1
d.z

(r.3,

(1.3t (2.3) (0.3)

1 .135
3t6

t222t
t,o2z

779
0.J
1.6

0.3 0.9

'i!

r00.0
11.8
7.9
3.9
1.0
0.1

(0. r,
{.9

(0.2t
4.7
o-'
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FINANCIALS

'82 AcruAL '8J PLAN .

il't x (ANR) 3t'l I (ANR)
1sr orR_l!$_ f0 I /.r. Sr'.,t

3M I (At{R) ti4 r (AHR)

2\8,757 100,00 2rr,r0\ 100,00

,r,696 t2.7U 29,722 12,7U

20,580 8,27 19,128 g,?8

100 ,00

1' ,0t

8,70

ANR

rNtenesr REv,

C()ST OF FUND

ADJUSTMENTS

NRFF

cor4i'lt ss t oNs

CREDIT LOSS

DIRECT EXP,

OTIIER

EB IT

PCE

FTE

179,9111

2 r, 806

15,272

( 810)

7,72\

2\0

2,555

8,759

l,l?t

12,227 I

12,?7?',

209

100,00

L',2'

8, q9

(0,r{5)

q,29

0,1t{

1 ,1{2

q,87

0,62

(1,2q)

(l,26)

270,109

,5,250

21, q90

11, /50

270

I,r7'

10, 680

1, 161

9r6

87lr

208

I0,lglt

,65

L,778

10,277

. 6t{0

(655)

(668)

208

lt,l5

0 .10

0,58

,,95

0, q,

0,15

0,32

lt, 116

,79

r,778

10,277

69tl

lrq

97

208

q,q7

0,15

0,72

rt,l,
0 ,28

0 ,05

0, 0r{

tl ,q6

0,15

0 .76

q.q0

0,27

(0,28'

(0,29)

NorE! 0THERs tNcLUDE DtREcT ALLocArtot,t ExpltrtotREcT ALLocAiloil Exp/Eautry ALLocATtoil EAR[,/AFFILtATE EARil,

f4--



ISSUES

ORGAN I ZAT I ON/PERSONNEL

FUNCTIONAL CENTRALI ZATION

NUI4EROUS PROJECTS TO BE COIII,IENCED

TRAI N I NG GAI N I NG I.1OI'IENTUI'I

PEOPLE

}IE ARE A 'NEI{" ORGANIZATION

MAKING HEADWAY BUT STILL GAPS IN FILLING POSITIONS

CONTROL

PROOFS IMPROVING - PROCESS UNllEILDY

FORECAST ING/ANALYS IS }IEAK

DISCIPLINES BEING FORCED IN - STILL SLOPPY

PROJECT CONTROL

CL I MATE

AG ITATED/ II'IPROV ING

CRED I T

B/P L0ANS BOXED.I FIXES lN PLACE

SHELTER II{ PROCESS - RISK

RETAIL - CONTINUES II'IPROVEI{ENT

INTERNAL AUDII IN PLACE

NUCH FINE IUNING, PROCESS ENHANCEI,IENT, TRAINING NEEDS



lsr Q# F<sT

OT

B/P VOLUI.IE

BUSINESS FINANCE DEPARTT{ENT

TARGET I'IARKET/CALLS

REIAIL VOLUME

SALES ORGANIZATION GAINING I'IOMENTUI'I

BEACH IIEAD,BUT NICHE NOT SECURE

REFERRAL/SUB BRANCH

ADVERTISING REVIE}{

BERGER STUDY

SYSTEITS

GET MORE OUT OF WHAT }lE IIAVE

GET PROCESSING BASE "CONVERTABLE"

REASSESS HARD}IARE STRATEGY

COST OF FUNDS

MORE JAPANESE BANKS

L/A'S

t'tIX MORE TO SHORT

TEITO SHOKEN

OTHER

ACCOUNTING FOR FEES



0ata of Co@rata
l.oii!r.tion ____=Cary__ C.ottll (gfi)

&r. 1977 J.9.n IVC! Fin.ne

tl . r25O

a.!

3.t

1.2

5.0

Fcb. 1978 J.g.n H.rali Fln.nct

)br. 1978 J.D.n S.curlt, Pas{flc
Financ!

Jrgan 8tn!ticlal Flnane

Orn.rrhio

AvCo Fi..nci.l S.rvictr lnc. (U.S.A.) I 0o:

H.r.lt Ihrilt t t.n lnc. (U.S.A.) I O0:

Slclrity prctfic Cr.dlt LIo. (Ho^g fo69) l00t

natlo of lto. ot oltic. ,to. of
C.grt.l (0irtribution) lrclovtc

1982 068
( lnx)

5l . v250

l/ n,. r"tt

tt.r. 1978

(Jsa. ltra

y/ loct. tgtt

Jlpan [xrrtrt Flnane

J.tsa but.bld tiuc.)

8l financ.)

4.0

Itthdr

8anaficial Fin.ncr lnt!mational Cor9.
( lJ.S .^. )

I 00:

lritht Ltght Ir.ding Co., Ltd. (Hong rong) l0O:

l. Alrutt lttl
!o April ltt2

5?

76

20

32

2a

z00

'120

50

a0

a5

z2

20

lr

t5

l2

I ,

oct. l9r8 Ci,rrcorp cr.di. 9-5 Rctril Cons@sr Scwitcs lnc 1002 9 ({-suB) 193 '176

(u.s.^.)

Jan. l919 Jagtn Ajtociat6 Fl..ne 3-'0 Atrocirtai Corporatlon ot lorth AErica
(u.s.A. )

t0o: a0

laFrb.1980 To3hib. GE Fin.ne 2.r Tothlb. (Jrorn )
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Engine of growth of the 50-60-70's
highway-) auto-) housing no longer

80's ? -) information?

First solve short term deficit
problems.



JAPANESE GOVERNMENT SYSTEM

Constitution 1947
. Soverej-gnty to people -

Hnperor figurehead
. Pacifi-sm denial of war
. Human rights - bill of rights,

etc.

-Di-et
Shugj-in - House of RePs

511 members
4 Years term

Sangiin - Upper House
252 members
6 year term
elected by peoPle
OnIy and highest national
legislative organization.

Cabinet - Elected members of diet
Responsible to Diet
Must maintain confidence
of Diet - If not (vote of
No. Conf from H of R).
Di-et must be disbanded in
10 days with nee elections
- or, Cabinet must resign
in some I0 day period.

Court - Independent, watchguard over
constitution. Cannot be
dismissed unless proven menta
deficiency or public impeach-
ment.



Polit Parties - 6 parties hold Diet
sects.

Liberal Democratic Party (Jiminto)
20 year contral (conservative)
6/81 - 287 seats H of R

135 seats UPPer House

Japan Socialist Party (Shakaito)
reform party, lacks org. Punch
6/8t - 104 seats H of R

47 seats UPPer House

Clean Govt Party (Komeito)
Sohka Gakkai based
Midele of Road
6/8t-34 H of R

22 Upper House

Democratic Socialist Party
(Minshato)

Launched l970-Socialist but more
conservative than Shakaito.
6/8L-32HofR

11 Upper HOuse

Communist Party (Kyosanto)
6/8I-29HofR

12 Upper HOuse

New Freedom Club (Shin Jiyu CIub)
Splinter from Jiminto
6/8t-0HofR

11 Upper House
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o The Japan-America Society in South florida !a:

?h€ Japan-Am.rrc. Society of South Elorida
P. o. Box I60575
Yiami,

23
FL ]]I15

7-8!84

The cont.ct is Betty Lou Rosen, President. she is sending
you information about he! otgaoizatroo, lhe Ianguage
inctructioo, and aoy othcr materrals you would need.

Thia o!ganization h.t been togeEh6! 5lnce I977. There are
currantly 100 oeobrra. Thsy ara not tar exempt at this
polnt. Sh. {ou1d b. int6re5t6d in 6ny thou9ht5,/ideas you
roul,d hava for thcir orgrnization.

Ilra conru!ata for thG Japan cultural organj.zation i! located
in atlanta.

lha!a It a Japan-Aoaric6 aociety loc6t6d in Tanpr. Their
.dd!att 1a!

Japan-Aoa!ica Socioty of CGntEaI Plo!ida
P. O. Bor 2374a
I.npr, fL 33623

8ll-223-2550

?ltalr ara randlng you inforoation rbout lhair orqanization.
tv.n il you don't b.Ion9 to thi. p.rtlcul,rr organization,
that, c.o put you on thr mri11n9 Ii.t for qvent. tha! siII ba
t.klr4 plrca i! you eould b. int.r..t.d.

lta tloiI(ArI ilUSEUtt i! Ioc.ted at:

HORITAXI HUSEUIT
{000 Mo!ikao1 Park Ro.d
D.l,r.y 8.ach. PL 331f6

{99-0631

?ha contlct iai LeE!y Ror€oaearg

gatty Lou Roaan faal,a you {ould ba very inteEe3ted in thi!
Iuaaut. It la tha canta! ol Japanara cultu!a. GaorEe
ilorilrrl lalt thlr 1.nd to tha clty of D.l!ay g..ch oo yhich
th.y bullt thl. iu.au..

o

i:jl. i)i ir i.rij\.1 i.r\ii,.\i._r1,.: I

o



l.

To the Jaoanese.
By Ylul AtD
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ln a soon-to-bc-published book, Thc
Jopanization ol Americo, author Boyd DcMcntc
stat6: 'Dcspitc an intimate rclationship that 8pcr
back more than l0 ycan, Japan and thc United
States continuc to misunderstand, misusc' and
abusc cach othcr. Thc Japancr often appcar to bc
incapable of communicating effcctively with
forcign busincssmcn or politicians' whilc
Amcricans arc more likcly to not cven malc thc
attempt. Onc rcsult b thar thb 'irrituion
threshhold' thar exists bctwccn our two countrio i8

very low, and frightcning.'
Latcr in that samc book, DcMcntc quot6 r

Time magazine aniclc which, in a handful of
words, also dcrribc thc rclationship bctwcen Eet
and West: "Japan: Thc nanrc done evokcr
modernity; dials, lights and numbcrs. Thc ancicnt
civilization, with its Shinto priests and fra3ilc
pocms, is morc closcly associatcd with dl thet ir
new in our timcs than any place on Earth. Ercn thc
Ncw World, now graying al thc tcmplca, rquhrly
pccrs Eesr to ssltes ths futurr, to notc wlrcnr

ioday's advanccs arc aoin3 for frnishing louchcr."
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ToIand comments on Japdnese natcrrg, ,,Rise and FalI of the Japanese Emptre.
l.loreover . how coLrl d a vast coLrntry 1 i l,:e the Uni, ted StiteE even beet n ,- !Lrnderstand the prob l ems thai- had beset J.1pan si nce wor I d .,Jar I ? [,Jh.z wa= r rperfectly a.ceptable +or Engrand end Hoiiana to occLtpv Inaia. noni;"ir;. 'singapore and the East Indies, u*t a c.ime for Japan to +oIi.wo therr efii1fttrl-.l'lhv shaLrld Anerrca, whrch had graEbed rt= r"no= from Indians by trict:er,..Irquor and massatrrer be so orrtiaged *nin-.r.p*. did the same rn chinar

In this tronneEtionr Ambassador Erew once tord the state Departmpnt: ,,tJp
=hDLrld not Iose sight o+ the fact, oefto.aute but trlrer that no practrc-fl _inde++ptrt1ve code of rnternatrtrnar moraIiiy.,po. which the world can rely hde ,.ELbeen disco'/ered. and that the standardi'oi ,o.".tity of on"'i"a-,on rn qr\/EncircLrmgtances have littte or no relatron to the standards o+ the lndrvr,:L!.11:,of the natrons in que3tron. To shape our +oreiqn polrcy on the Lrnsoqnd tr.:...-that- other nations are guided and bounJ by our present Etandards o{internatlonal ethrcs wouLd be to court sure drrartrr.,,



REISSHAUER SPEECH
Speaking of Japan
February 1983

Group Orientation
Interests of group before self.

Little affected by devisive forces
of modern culture where many
choices are available.

Prefere small and intimate to grandiose
of West.

garden
literature
culture-tea ceremony, not ball

When west was reaching out, J was
turning inward to self imPosed
isolation. May because of relative
slowness of J innovation.

Lack of great revolutions, that is,
more of the old has come forward to
present.

Isolation - never colonized. Sense of
unJ-queness.

A weakness in todayts world of
interdependence .

Americats i-ndividualism no longer
appropriate for urban life.



'l'l IE .IAPANIISE IVIINI):'I'tlE GOLIA'l'[l
EXPLAINED, by lloberl C. Christopher
Linden {'ress/Sinrod and Shuster. Ner,''r'ork, I983.

l. 'l'he Japanese language is complex, encouragirrg
the indirect verbal conrmunication that the
Japanese prefcr.

2. Japan is racially and culturally homogeneous.
3. Japanese society is exclusive - entry is by birth

only.
4. Japanese feel strong responsibility towards

groups in which they are involved.
5. Japanese dislike personal confrontatiorr and try

to avoid it through consensus agreements.
6. Japanese' foremost concern is the welfare of

their "tribe," not to any ideology or religion, and
this facilitates acceptance of change.

7. Although they seek foreign ideas and technol-
ogy, Japanese do not want too much personal
contact with non-Japanese. Japanese feet
superior to other peoples. i
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Listing Requirements

Business Operations - 5 laears
Started 178

Earliest listing date Jan I ''84

Profit Requirement - for the 3 years
preceding listing the net profit
(including reserves set aside for
corporation taxes and local
inhabitant taxes must be:

78 79 B0 81 82
Yr 1 r200MM (-) (-) (-) 36MM

$800u
2 X300MM
3 Y4OOMM

Share Di-stribution
2,000 share holders
25* of the number of shares - non

Citicorp

Benefits of Listing
. fssue debentures
. Raise capital

* Citicorp itself already listed on
J exchange. Possibility of
Citi to issue debentures. But
would it be considered to be a
bank?
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t / 14/83

MANAGEMENT STYLE

Japan - Li-ttle delegation until
high degree of trust
develops.
Relatively few formal
guidelines.

West - Delegate within confines of
heawy guidelines. Trust
less of an issue.

,



1

CUSTOMER NEED

Consumerls want convenience -

rate
simplicity of procedures
settlement f lexibility
amount
repayment method
loan purpose flexibility
addi-tional services
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1982 ACTUAL 1983

I'NG RANGE PI.AN
(csc To4AJ.)

e.vLe.d 2/22/83

'H

19871984 1985 I 985
tIt

tH ANN
'M

}NR tH ANR TH tH ANR ,H ANR

EXCE. SATE

I TAI AVERAGE ASSE:?S
(AlrR/.95)

1250. t4

194.093

r250

284,32O

12SO

369,{70

a250

{80 , ooo

t250

624 ,2tO

r250

811,580

ANR

NET CREDIT W/O

NET FNOH CUSIOMER

INIEREST REVENI'E
EEES ON I.OAN
INTEREST EXPENSE
co{HrssroNs
ADJUS?I.G}I}S
N. R. F. F.

12. 3
0.9

(8.5)
0.1

t2 .o
1.3

(8.7)
o.t

55, 176
6,200

(39 ,7321
{56

l2.t
1.4

(8.7 )

0.1

72 ,346
8,750

(5r.55r)
593

94,811
l2,ill0

(67,134)
171

(0.7)

,t.l

(0 .71

4.4

179,9 l4

22 ,121
1,579

( I 5,2851
231

2,555

5, 370

270, 10{

32 ,090
3, 160

(23,490)
270

35 l ,000

42 ,t2O
,t ,{ t0

(30,s37)
351

2,451

I 3 ,887

455,000

1,r92

t8,90s

593,000

a,151

25,A81

77 I ,OOO

t2.2
1.5

(8.7)
0.1

t1.9
1.2

(8.?l
0.1

12.3
1.5

(8.7)
o.l

(72r)(0.4)----------
7,925 4.4 12,030 4.5 l5,34il 4.7 22,1OO {.9 30,038 5.1 4O,A77 5.3

(t.al

3.0

(0.7)

il .0

1.5
0.5
1.5

5,397

35,a80

9,744
3 ,385
e,ql6

(0.?)

il.6

I ,575 (0.5)

lo ,a55 3 .9

SAAFP PAY

PREXI SES

OTAER OPERITING
TOTAI, EXTENSE

3,69{
r,6l r
3,414

2.O
0.9
r.9

1.7
0.6

5,375
1,950
5 , i|80

6,5s5
2,352
6 ,412

7,992
2,822 ..

7 ,641

4,529
1,600
4 ,451

I
0
I

1.3
0.5
1.3

t.3
O.'l
1.2

CO}TTR I BI'T ION

DIRECT AIJ'C}IION

(3,3{9) (r-8) (2251 (0.1) r,O7r

313 0.2 121 0.2 580

(2.0)

0.5

o.l
(r.2)
(0 .7)

(0.31

0.5

0.1

0.3
0.3

3.7

0.3

o.2

0.t

0.5

olr

3.{

0.7

0.2

0.5

15 ,379

3,529

720

2,809

18, '155

7 ,432

9{0

6,492

3.1

1.3

0.2

l.l

0.s

ol,

22,146

t 3,33{

1,220

12,tltl

2.9

1.7

o.2

1.5

o-5

o]

BUSINESS II'@}TE
T8.ANSL, G/(r)
EQUITY NIOCiAION
IIIDIRECT AII'CA'ION
A.FTILIISED EARNIIGS

EBIT
PCE

( 3.562)
(9)

958
112
609

t2,2261
( l ,202)

(652 )

I ,329
ta3
ao2

935
874

2,520
2 ,435

t6,297
8,800

2.l-
l.l

{91

,129
r80
,a80

2,246
200
530

2,921
23C
585

,,rra
260
545

9,'76A
5 ,213

1.7
0.9

0.5

o.t

!.2
0-6

385
908

0.?
0.?

FTE
ROE

ROA

ANR PER EEAD
PSP PER EEAD

209
( 1s .9)
(0.62)

s5l
t7 -7

225
l'1.9
0.58

r,595
21.5

260
!5.5
o.5t

1,900
25.2

131
21 .B
1.08

2,570
24.9

208
8.5

0.3r
r,299
22.3

7 ,57O I ! ,088
L ,O24
E;ss-{

1,189
TT2IT

296
2t .7
0.85

2,234
27.O

EQUTTY (CCKK) r
EQUITY (F}INS)

- TO/rAl, EQUnY

ta,409
I ,396

15,805

LA,72O 31,652

r Allocat.d Ggulty blsed on 3.91 of total lssets

1,630
,6;5d

24,141
1,894

26,238
2, t90

33,842

ANR
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Japan Economic Journal

NTT REFORM PLAN

Deserves Praise -

8/10/82

1. NTT to speci-al corp with all stock
held by government.

2. Devide within 5 years into "central
corporation" handli-ng key circuits,
and "local companies" offering
local services.

3. Offer stock of both "central" and
"Iocal" corporations to public.

Why do it?

Profits huge (c400B) but poor
ROA (10t) and declining margins.

Low labor efficiency.

To big to handle efficiently
(bureaucracy) .



BUSINESS WEEK 8/9/82

NTT - Nippon TelegraPh & TelePhone
Corporation

Symbol US drive to opper Japan
high tech markets to foreign
suppliers.

Japanese information process
market second to U.S.

NIT traditional favor "Denden
Famj-ly".

Nippon Electrj-c 8.28 revenues
Fujitsu 12.2
oki Electric 2O.9
Hitachi 1.I

U.S. companies only limi-ted success
so far.

Proposed backlash legislation
serious:

95* domestic (US) complementa-
tion electronics parts.

J govt. on board to force change
but NTT bureaucracy powerful in
own right.

30 years existance
$20e annual sales
330M employees



Shinto, new pres., attempt to oPen
procurement policy thru org.
restructure. Hard to due bec.
entrenched bureaucrats.

But NTT problems
- Costs increasing faster

revenues.
- Phone installation down.

Some alternatives -
New revenue sources -
- Get into high growth info

processing markets.

Jan 1981 - New procurement code
established, but only $24MM out
of $2.58 foreign procurement
so far.

NTT side -
- US companies

work.
- US companies

equipment.

don't do ground

won't modify
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To an extent Americans would find
unusual, the Japanese have succeeded in
displaying the short run desire for
gratification of self interest with the
long-run. simultaneous satisfaction of
individual a corporate interests.

People committed to long-term relation-
ship with one another have strong
commitments to behave responsably and

eguitably toward each other.

Individuals on the move are capable of
indifference to deeP rifts and
incapable of establishing deep bond'

Durkeheim Prediction for America
1. Destruction Primary bonds
2. Social illness
3. Dissolution of societY

US-careers between or!. r withln single
specialty.

Japan-careers between specialty within
single org.

US org.-explici-t control mechanism +

indi-vidual decision making

Japan org.-imP1icit control and
consensual decision making

BYU Alumni Journal
June 1982
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Speaking of Japan oct L9B2

KENICHI OHMAE
Managing Director, Tokyo McKinsey & Co

Myth #1 J is global champion due to
high depending on exports.

Reality: 10t of J economy competj--
tive in foreign markets.

Strong - Capital intensive
manufacturing

Weak - Food, pharmaceuti-cals,
chemicals, agriculture,
minerals, aerospace,
nonferrous materials.

U.S. percapita output better in
retail/wholesage -25*
transport,/communications-4 1 t
service -32*

Export rate tcNP
Japan 122
France 188
WG, UK, Can 20"6



Myth #2 - Cut prices overseas
because easY time at home.

Reallty: 10 auto producers
Domestic (Ricoh, Fuji Xerox)
photo - copy comPetition

Myth #3 - Cheap Labor
Jrs cost advantage not low
cost labor, but Iow labor
content.
L = 7* of sales
L = 30ts of sales

Nissan
GM

Myth #4 - J business dominated bY
MITI + huge corps who
collectiveIY dictate
economic policy.
MITI influence not all
pervasive.

Myth #5 - J business win in U.S. bY
taking share.

No - rather by creating
new markets.

Sub-comPacts
Walkman
\rIR



il

Myth #5 - J planners take long
term view-

No - Qensumer elec., auto,
semi--conductor all short
term issues.

Myth #7 - Japan is booming

Reality: Unease,
lower growth rates.



BUSTNESS WEEK 9/27 /82

Japan - Transition to Post Boom Economy

Debate - A. Stimulate economy?
or

B. Balance the Budget.

Businessmen, conservative politicians
and bureaucrats for B.

Wtty?
Japan must retrench in preparation
for slow growth due pressure on
exports due.

World recession
Protectionism

Big revenue shortfalls forecast.
Covering with debt (now $3898)
could increase interest burden -
now 12% of budget. Could go to
25* Lf shortfalls not met by cuts
or increased taxes.
Also stimulation inflationary
perhaps even despite high savings
rates of Japan.

Prob for Govt - Supplemental budget?
Raise taxes (now
228 GNP vs 308 U.S.)



ASIA LETTER 9/21/82

JDA- White Paper :, : .

Urges : A. Step up mili-tary spendi-ng
B. Expansion defense

capabilities

Respond to Western pressure
to carry more of own load.

Protect sea lanes vital to
Japan trade.

Prognosis: Beginning of revival of
Japanese navy.

Purpose : Thwart increasing Soviet
Asian expansion.



JAPAN LETTER 9/L/82

Suzuki comes in on Textbook.
Equivocatj-ng stance, but ensures his
reelection.

Political league created by Shigeo
Nag:ano, Pres of Japan Chamber of
Commerce and Industry.
Why? Support for Kiichi Miyazawa

Chief Cabinet Secretary in
bid for PM.
Resentful of Toshiwo Doko of
smaller but more powerful
Keidanren.

Doko chaired Admn reform commi-ttee LDP.
Recommendation accepted
- restructure JNR, NTT

e/ts/82

LDP proceeds w,/ground work to revise
constitution.

Anti war language to be watered down
Self defence force to be legitimized



FORTUNE 22 Sept 1980

Failures U.S. Finance Companies in
Japan - Why

Failed to under of
rakin. Despite hard, unsophls-

tlcate d tactics (Ioose screenlng
and crude collection tacti-cs),
they fulfilled social need: bailed.
out gamblers and poor budgeting
house wives.

rU.S. companies only succeeded in
making competition more intense,
driving down rates etc not really
getting foothold in market. Due
to poor credit screening, many
of AVCO's new creditors were ust
re INANC sarakln loans.

No central Credit bureau in Japan.
So, develop new tricks.

health card produced
by employer? Evidence of a
lot of borrowing.
Mo salary statements issued by
employers.
Pay cash directly to dealer.
Wife approved (dent to ego,
but fowered rates.).



Bad reputation of Sarakin, rubbed off
onto finance comPany entrants-

sed:.legislation to legitamize
industry was not Passed-

is af,f.e_qgsl funrl i no availabilitY
dried up.

170 Japan loan companies fomed asso-
ciation. Did some self Policing
to avoj-d regulatorY reform-

Some of media decided to accePt
adv only from Assn members rest-

ed to Japanese.

rtising Prohibitions

In effect unti-l legislation to
control- is passed.
No main poster at q[NR.

Problem

"People now think we're Sarakin",
and we continue advertise to
exptain we're different.

Sarakin means salaried man -''finance (kinyu)

t
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FORTUNE 22 Sept 1980

CJ-ti-corp - Initially avoJ-ded
taint by

A. Positioning as Near Bank
B. Low rates - 158-188
C. Enlist responsable borrowers

in lifetime membership,
subscribe by mail-Club.



NEWSWEEK August 9, l9B2

Technology Race

U.S Ahead pure research;
high tech applications
defense & aerospace.

Europe - Ahead of Japanese in
"information" systems
videotex (Fr + 68).

Japan

Japan

- Far ahead consumer electro-
nics, taking dead aim on
globa1 office automation.
Closing US gap; genetic
engineering, computers
semi- conductors.
Ahead in manufacturJ-ng
technology (productivity,
knowledge intensj-ve) .

Disadvantage - applied
research, but narrowing
the gap.

Advantage - Labor - workers
cooperate more in return
for guaranteed employment.

Management - Not short term
profit oriented.
Govrt. - Direction setting.



Productj-vity - Robots-new
art form-

Competition - 65 "SonY's"

Marketing - Elaborate sales
efforts.

Applied R&D - Educational
system Produces
technical manpower.

SIow in - AerosPace
- Information

technologY
- Housing
- Agricultural

Productivj-tY
- Retail distributior

slow and
cumbersome
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Japan - Emulate or AdaPt?

Why Japan success?
- lienevalent trade situation
- little need high defense spending
- educated motivated work force
- excellent govt. bus. relationship

Great creative adopters -
Basic Oxygen Process

Here (adaptation) is where
US can learn from JaPan



7 /26/82 AWSJ

Chalmesg/, Johnson

LESSONS FROM JAPANESE EXPERIENCE

Japan's Clear Advantage

. Tranquil labor relations
- enterprise unionism
- semi-life time emPloYment

. Freedom from sharehotders,/analyst
in decision making.

. Highest savers

. Lowest price of caPital
But real reason is deePer:

Different relationship between govt
and private sector existing in
high growth economies.

OK, high growth economies had to have
had some advantages.

. Easy access US market

. US defense Protection



Anglo American
capitali sm

Asian High Growth
CaDi ta1 i sn

Govt
Relation-
ship

Fam,
)efense

Preminence

Govt
Cooperative
relati,ons

Regulatory Devel,oprnentaL

Developnental DeveloFmentaI

Awiation, Autos,
Nuclear subs Consmer el.ectronics
Iokheed, Hitachi,
ceneraL Dynmics Japan Steel
Boeing Toyota

Autogonistic CooperativeAtti tude

Action Steps for U.S.

A) Don't replicate Japan
can't duplicate . elite bureaucracy

. weax parliment

. slight reliance on courts

. govt controlled financial
i.nstitutions

B) Protections he doesn't work - except for
new strategic industries. .

C) Build more develo;nental incentiv6s into
US syster (supply side).

.I, Bring regulatory and welfare corEnitrents
unCer discipline of cost benefit analysis

Elininate corporation gains td
Tax free savings accounts (Iike Japan),

Dmphasize trade prmtion
Enact legislation prmoting trading
cmpanies.



September '82 Oriental Economist

JAPAN ECONOMIC FUNDAMENTALS

International invest, that is flight
to Dollar

Despite decline US rate people stick
to dollar.

That is, profit declines Japan basic
industry.

Ihat is, upswings commodity prices.

tleak fundamental
oil- suffering, that is price hike
Electric power suffering
Iron & steel can't cut prices,

that is, will have to cut costs I
giving rise to unemployment.

Exports - Some improvement due decline.

Summary - Economy hiqhly vulnerable
to international development
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198] OBJECTIVES (A) - CCKK

1. OUTPACE I,IAR(ET IN IIETAIL LOAN PORIFOLIO 6NC)'IIII, BACK-UP

CONSUI1ER GROl,l]H TIIROUGII DUSiNI:SS/GOVEIINMENT SECONOARY

I"IARKET LEND ING .

2, INVIEI,I OF I,IEAKENED ECOI{OIIIC ENVIRON|IENT, C{]NIiNUE DEFENSIVE

CREI)IT I1ANAGEI1ENT POSIURE.

], IIANAGE CAPIIAL BASE TO INDUSTRY STANI]ARDS

'{, I.IATCH FUNDING SOURCES TO PORTFOLIO TIIiONS IITI{ INCREASIN6

RELI/\NCE ON JAI'ANESE BA]\K AIID. ]NSURANCE COIIPANY FUNDIIIG.

5. COIIIINUE TO MOUERATE TXPENSE GRO}ITII NATE, HIIILE SIiIFTING

EIiIPIIi\S I S FROI'I BRANCII EXPANSI()N TO TIIE ACOU ISI TI Oi'i/DEVELOP-

I,IENT OF MNAGEIIINT TALENI ANt) SYSTE.I'1S.

L
6, BECONE SUBSTANTI^LLY PNOFITABLE.
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198] OBJECTIVES (C)

19E2 FYF/lgE] PLAN - CSG
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I98l oSJECTIVtS (D)
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19Sl 0D..'tCiMS (F)

DEFtiisIVE CNTDIT

CLASSIFIEl) LOAIiS
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19BJ OBJECTIV[S (G)
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198] OBJECTIVES (J)

1937)
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I98l oBJECIIVES (i!1)

D I STRI NUT I ON

PII I LOSOPIIY

COVER MJOR POPUI-ATION CONCENTRATIONS

COVER MJOR ISLANOS

STNAl [,GY

EVOLUT I ON

SYS][l,1 ]8/NETI,,IORK

RESIOINIAIL REPRESINiATION

DEC'ENINALIZE CREI)IT SC'OIIiNG SIIORT 1Eru"i

SINCLE OFFICE IN DESIGNATED POPUI.ATION CENIER

UTILIZE EffICIENT l'lEDlA T0 CRIATE PRCDUCT A'IiARENESS

C,ONSIDEN TRANSPORTATION ACCESSIBILITY IN BNANC,II LOCATION

PRICE TO INDUCE CUSTOI'IER TO VISIT BRANCII

UTILlZE El'FICIINT C0;',]1UNICATIOllS SYSTE11

CENINALIZE PIIOCESSING + APPIIOVALS IN TOKYO

I

I

i

I
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DAIWA SECURfTIES REPORT 6/83

Housing exceeds Households
35.2MM to 32.4MM

. Govt policy de-emphasize mass supply
emphasize improvement in exi-sting
house holds.

Exten s ion/renovations
L969 130M
1978 800M

whv?
t 10 years since housing

expansion in 1973. Old ones
now need extending.
Bldg costs lower for extension.
Average cost extension Y5.7514M
Remodel,/Repair x3.70MM
New C10.00MM
Population mvts have slowed
- More people living in

same house.

2

o Gross Market Size -
ItriIli-on

Extension Alteration
Existing House Transaction
New (replacements)
Sights

38
($1s28)

3

,-1

4
t6
IL



Largest Potential overtime
- Al-teration
- Transactions existing houses

1 Extension & Alteration
Starts 1982 1.1MM) 

4Ozt973 1.9MM'

2

But alterations as E of starts
t970 l4*
L9B2 25.32

10t growth to *11 trillion projected.

Second hand transaction
I of total

t973 87 .6M 4.62
1982 200M 17.4%
1987 402M 33.58

why?
- 8E vacancy rate
- second hand house 10? lower

price
- Move from rentals as living

standard improves.

Government subsidy loans fuel
replacement.
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l. Mci.nt P.rtqd (b.for. A.D. 650).

J16u, !i!.t .rpalor o! JrPln, tat out f!o. (yulhu thlough
th. InIrnd Sa. to laihlrrrr, ln Y.ilto Plovlnc., lnd subrug!t.d
ho.tll. tri,b... tha..by ..trbllthlng ghr JaP.n... tiplr..

A.D, 28a Chln.r. cultu!. (.1Ih, v..IEn l.klng .tc.
1ntloducad). lat ayolda In arlatanca l!oa that pa!lod.

2, tur-rll&iLElq-lo-lr]L
ParuDant caPltal aatrblltbad at xrrl (tuato Provlncc)'

Buddhlr. flou.!.ih.d. Gold.n A9. ol r.I19lou. .rt, rrchltcctur',
Drtntlnc, and rculgtula. ,rtha Ralorr (6a!) aatabllahad tba
irrrtri farlly .a tha abaoluta rul.!! ol JaPan. tratlonrl laYa
viii iniroducri. Alt ol rroldlilrlng ttlll Prlrltlv., but r1.. ol
natlonal tray aPura daaand fo! a batta! alold.

3. E rr!.-Dir&rl-l-Zrf-lriulU
caDltal rcYd to lvoto. PoY.r .hr'!t.d lror roy.l fr.lly to

?ullyrli cl.n, yho h.d -nrg.d to ilrry tb.t! d.ugbta!. lnto th.
ioiii iutfv .nd tbu. h.d obt.lh.d control ol th. gov.ril.nt. to!
ii6ii irrqni (1oo y..tt) lullv.r. clln rul..d.. rl!t.nt., and th.!.
cei roletlvr raca 1n tha l.and. too tucb attravaganca. Parllnta
aii.it rrru lnd brcor hlghr.tDn. 1Yo.uur.l cL.nr ol rln.Dto
.nd t.l!. cor !o I)dr.nd laDlaca lurlYlla'..

olga tor cootact tltb Chlnl dlaa dm. JaPanaaa lanta ol
'arrlvai' ,ttb oE cultuta. JlPanaaa bagln to datota aalv" to
ttiii on v.y. trrandour Drogierr ln tro!d..lr.ng. sdu!'I
iroia..rlng i.rcbat r.nltb iurlng Ilttrr hrlt ol tbt' P'E1o'l'

a. l...loit D.rl

IilrtDto'a ..t.bll.h thogun.t. (l.ud.I Eov.lnDnt) rt
f,.Dlur.. t.tl.d baglnntng ol 575 y..r. ol f.udall.l und'r
iir,*".iir rhlcb h.d idrtntitrrtlve and ludlclrl Pe.t. rn I27'
rnd-12t1 longol. attaTrt.d r.nv..lon. D.t..t.d by lutul.
iiirrotr rltf, h.l9 o! iro .udd.n tl?hoon.. 6ucb n.tlon'I.
nicrnctor proT)hd itilodt !o! b.ttar nqpn.. Srttht ln s'g'rl
p.ovinco grrirctod tvorda yat to ba rurl[t..d.

EDtrot God.lgo.nd A.hlta9. clln ovatthror thogutr't' c'P1t'l
rnal ragar,n control ol govall[nt.

L



5, iu!oarchi (tahtlror) p.!iod (i137 to I5?3)

_ A6hilaga cI.n batrayr codd19o, satr up orn DuDrt qovarnEant.r f,yoto, rnd !...t.bl1.h!c atrogrlniti 
"y.iI".-"cEJiiiJ li"ip." .oN.r!. For ltfty-flv. y..r. (l337 to rriii-[io i_iiiir-ior.." rnj!p.n. D.rk p.rlod. rnt..n.crno iiehiiii ili,ili-ilii.i-io.a..Arhlr.9r. u..t - couldn't conrortarii'fovi..--iiili iliiii ir ".."(th. S.ngolu p.rr.od) lrstad ov.! on. hunitr.d y..r, (1a57 to l5?{).D.und- lo! !Erd. tncrr.!.d, rna a"itiii-'iiJi iili-rn-ii..i-nuo.r"througbour J.p.n.. rn lyoro, .rtr ii"iiiii,ii ,.i1.'lrliiJio"..rf,tton.g. of A.htk.g. .hosun!, eho r.iiiiia-trri-iiiiriiii.'

oda.tobunaga, lor blrth !alu!al, caD to tryoto at rGuaat ofqf,lor to r.rto!. otd.!. Apgolnt.d vfcr_rtrogu;r. -riiaiiinat.o.
l!I9i?:1, llu.yg.hi, iobun.e.',. r t.ut.n.nt, coiprit J-Iiii -or
!trlalcttton tnat r..torlng ord.! ln .lrptn. aldiyorhi, oi'truuofc
?lI!11 :!! .Dpornt.d rosiat o! cq>lroi lov to tripol"-or"no
ilI:;,ff:..i:;Lr::3i.:i1: o1!o 

un.ucc..r!ur lnvirloni-o! xorea

7. la. (toluo.,r) r.t6d (I603 ro l8f7).

. lolugar. I.y.!u mv.d c.ptt.l to ?otyo. CI.n rut.d tn Zdo
_ll!!r9l.fo' ov.r-250 yt'r. irr .aaJii:;; roia..iI'-iro..o_aal lptrq, t@trd loralgn counttlaa. Ontqua lnd llEld cl.tt
!M!._: '!l:b dlvlar.d th. If,opt. tnto aerrjo, uruiii,-tii-r,
!II.!!1: !n6 r.chrnt y.. ..rdll.h.d. p.ac.!ut lrrlod cir to an.N rM lolalga lDyara attaqrtad to ora JaDan t6 outrtarGoElc., Sotoru d.lryo., th. dorcoirdtntr- o! tha lora. yho hlduoa p.ac. rtth totug.r. .lt.t tha b.ttl. ot Eattg.hrr., .ro.. lno9lp.ltlon to tha .hogun.t..

by
aDd
Yaa

- Elltor r.rjl, tba 122nd daac.Maat of b.ro! JtE,,tDa &tor.I dalTroa, lagalnad rolaralgnty iror ,'oluqert
-y:o-frtlt.t to rodyo tn ll6t. rn ta76-y..!,.n9 o!-thaploDlDttad Dy natloMl dc!...

.1d.d
clrn
!ro rd

6. a.uchr-Iorcvrr. rrrod (r5?a to lCO2).



PIRIOD8 IN TA! NIS'OTT O' AAI SAIUR^I SIiORD

EAUIBAIIEA8D
. f,ADE OP STEELr SINGLE BLADED
. CUNEDr TETPIRID

Pour Parlodat

I. Ancl.nt svoril (choluto ol f,.n) o.rLod (until l'D' 900)'

Syorda lada blt .ritba froa chlla or roraa or by th' "tlyJ.;;:;; iiiiu.'. iiai oi riret, but t.rtf,.rn9 flurtl" ro'tlv
.tr.19ht (choluto) tlD..

Cantata o! arordratlng vara ln Yuto, truttu' and t"-ln'
rrrt.iioii-ot-irrinirr ureair. Etgh !.Dtlng ofllc'!t uts'llt'
carrlad atllnalva arordt lada ln chlnt'

2. Otd $ord (Iolo) mttod t900 to I530)

DlrlntG!rtlon o! Irrc.lul clvII ldllalttlrtlon und'r
rurrriii-.iei-in lltt.t-h.I! ot 8.1.o Frlod' tlt !'nut'l cl"'
;;i::;.- iiJ".-iiui.t".a bv !.tn. o! v.if.!.' s.rur.r .do9t'd
iioia-i.o-"o.1.t. aYotd itth cure.tu.. cD. lnto Pronin'nc''

av t.DarlDq ataal froa lron ola o! llon rlnd, th'

"roraifuiii'iutii.a.a 
rn fr.hlontnq n..rly Parf'ct rvoldt r!'th

"ii.iiivo t@1.. Th. F.t l.Du..lolal.rltht.9I"r ln J'Iln"'
'hlrtory brtrorn 900.nd 1450.

L@atlon ol lrltha vla govarnad byt ptorl'1ty to
rarfnriiiiilon crltorl vhrri d...nd r.. h19h, '!!y 

acc"' to o('
;;e-;;.;;;i, pr.ntl'ful luPPlv o! good Yrt'r, nild cll"t''

schoolt o! sllth. !lor 5 P!ov1nc" (Bt2'n' Yllrthiro'
r-t"]-iiiii--.oa-iii"r froauck .tghtv -rc.nt o! 'II 

tYold'
;.d-'4.Efri:TiiGE]-t6lftilv.lv, th.a. ltr tnon r' th' rlv'
8ch@I..

I

:



r. thr air.n School.

Clos. to contln.nt' startGd svord nlking at 'r!Iy 
drtc'

virl.;;-;a oaalunc ccntct of lctlvity'

Toeonr!L (c. tIOO) found" of B1z'n Schoot'--Pollov'd,by
xrnor,illl"iiiettii". rou,tu"t, -i"iitri rr' ana rrs'ttun'' iE!!rv
Bltan or io-Bltan SchooI'

iorlaltsu lnd f,o!lDIt!u co" f!o! ot'!un' Brlnch of giz'n

."t-i-iii-i..ttion.a it,ri. t'oiai autins trallku!t pcrlod tround

l.2.

L&--0r-r!f,-r4
Illl aot cov.! ln d.t'11'

70 valla lolloYlng l'5? 'r' 
kDdn rt s'ngotu P'rlod 'ndl 

Y'l'

-.r; ;;-;;ti;;-oi-iiuatr clvtr r'rt' Elrd't tu!n'6 out.in D"'

fr*Hri:ri-":t:ii:,;:.:l;.n':l:i; :::':I::,:'::!:!i:i!-:i'
iiiiiiii-lii.ii.i-iiiurt'a' rJii' rrrgr."urr'! ot lvordt fro!
;'fi;i;'Da;iA;'but re, cen b' con'ld'r'd eood'

ttd t6tb c.ntury, !'!it ol lro!d'tith' ton ofllc1'I
,..oeliirii-i'oi"iri4i.', *':: "3"i.:'3::"3lrill lll'i.:i',...arolirrd to..lth'. lltat nr'
[iiili-r.t !r.qu.ntlt' b"toY'd'

3. ld h.d (shlnto) D'rtod (1530 to 1'57)

ttaavothl btouqht ctvll r'!t to clo"' P"c'' slold loo"'
tr"..riili'iliu.]'-iiiigu'-"i long'Yo!d (d'1to) thort'n'd'

ilff H,i::i 
jH*$.iii:ri:ili;:i:j,:[.:r,:i;{riii;:ii"i,!'

;*:i:;ifii"*Hi.ii:iiit :: :*.::'r?:::i':;il;,ni:i:u """"

a. rad.rn tord (Shrn-Ahlnto' !'ttod (rft'r r868,

!rctaa no lonqar lorn' l'tll !"to!'tlon' ?'ud'I tY'tn
.o-.-il'ii rial-iii-vrtl rt"piiitigo ot !'!ut'i' svordlnith'
iII'.iiol'.ii-iuin.a io bl.ckirlthlng' ird'.ho".' tclt'ort'
iiii.il -ii..li"ni.. .tc. - r".-1ii!i-''s';rt il:lt';i:nni5l::'n"D.rtod. At bGlnnlng ol frII
Iiliili..'it-iipin vf,o uac tYordt rt ' 

tId'rln''

strlrsttcs ox sroRD6rraBs aND SWORDS

l3,oOO.Yordtrlth' throughout J'P'nGs' history until th'

*lll,:tii;l*i:: ::.:l::',':ffil:"1? :l:;'lli.il'lill.i!3,00
IJIiiil-iltli-'ralci ot evoraa loord b' tvo rrlrlon'

Prior to HtfII thar. r.ra rbout 1'5 oltllon .(lncludtng ftctor-
olata) lvoldt 1n arlatanca, n"sly on'_th1rd ol 'hlch 

v'r'.ovrr teo
";lli'i"-ilii.i"t;ii;;i- iD"";-ilo trundrod thoutrnd ol thia nuEb'r
vara iada by tha Jqlnaaa gotianrnt ln tlold flctotl" 'nd 

by

iliit.-.it.i iti i.itr l..for.ttotr' Tod'v' no-rcr'-tbrn onG

iiiiiia-ii.i.i.a iioiar ln ;rg.n' zso,oo0 to !00'000 rvord!
btought to o! aa rlr touvallra.

a



llichael Goedhuis (prn. coodhouse)

Specializes in Islatric, Indian and Japan€se art.
Colnaghi (U.S.A.) Ltd., 25 East 80th St. NY, NY

Sothebyrs

Chriatie I s

Park Avenue, Galleries
502 Park Avenue, New York, N.Y. 10022
General Infornation 212l5{6-1000

Chrlatle'e EaBt callerles
219 East 67 St. Ner York, N.Y. 10021
General InforBation: 212-606-0a00

1334 York Avenue, at 72nd Street,
New York, N.Y. 10021
(212) 506-7000

Catalogue8: 1-800-255-9898
24 hour erhibition and auction information (212, 606-7215
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lapanese Screens i

sm,dENe Inilruilon

kor.rdud p.rnrd {r...r h,v.En
urd.r.o8v.lv 

'n 
1.r.. rDc. d.tr rn.

trduc.s tro6 ChrD .nd (or., rn d.
kv.nih b.,dd c6o^.. 

^D 
wilh

rh..vol!.o d. qs.lr t.I@rrrt.
d ft htr<tut..hplonqt.r ts6D6r
t.lL 

'@.b1. 
bE{ E.d .e6d

6 Edl@I. ol.,a 6. dnlm .n.
.lo.ur.,.nd d.d.rc.ion ol rp.c.
krdd & po'd . il.!U., Iry
d. lofu. &r rs uo@ .Eoydv
blsrdlFi@t4s6

6cbldqffidryahI alUr-.
,ly. D8*!o" o, r.reo. .gr
'd1 

't 
d. dai |6re. w d

,.F* E,6. n. oun.r. a ! .
r4l.-Elrytu.bhdue
dlyna€ro@1.@m&dp
s,hri&q!.rEtdrhdod
p6.bbr.e&tdo&@r
tu.od od Mloc 6d@.. b
r.B.ddd@d.bEq@
dpq.b6qEafu&c@.
r.bl. 6 lurua, a d. ilrdu.&r
,.o.L rb.r .!clo* t.0..... 16o.
fu,u-d.bIEq.e&6dFd
d.U&{h*edbe.d,E
.o.nu ro (h. Ernnnc.tl, tsn.bl.
dd4lrEl,drerdyEEor

tulrbv&ydn&wdq.
o,.trl,dd@-ddr-
Bdll&r.E&bta&,
!UdFddrytiol6oE&
uptsr rd lor.r .o8... ot .dr..6l
t(,etr. nr. D.dd ot I'nl'nt rb.
pd.YrBHtoqd.Mu.
Fd lll,5- lS 

^o 
I br. rE..E d

doubl. ,Bt hrF dr rtu rh. u,
kdGBb.drb.r!@.
p'(,dr.ha6...@ d da..

S'e6.@F4dtd@
E@ br. &d r'ob rertq
ot co^rrtucro., eukoa 

'! 
. Ldr

rolhrbrl@dA@bL.MM
6@rLEddLrrd
P.F Ftd @, . r& b&e to
106 . t.ut, rod rud&., d &
@tcddtMil@ ft.
hd tde 6 Ybd d. F.o{ tr
.ied dr h oU( Dsr d. r{
cody, !ll.s!tr.W6dyrad
nr6iq.rlr..t.ddr&

hdbh.r.&dt
nFlr.CtFd-bhh
.+rbdEFa-aes.
i$--G .fur.tie.
!

'm !frnd il' N^.1 r,..,,

,r,d.e&rcl!.,@ru@
d&Fdtud.$.6bffi6d
6M-d6tuI&@.g
d.&l.0@.cl!ildtu6

d@1, Stui! h. d a+

(.uo d M.nr ll.&rc& 6ye
cdq.drdr&dr.d6
tulr U.: ,br'd!a b..l@ Id .
ldc.&qd||!otd.d.d
Dnvay & G. &Ebd. d.!E
{dqdad. !6ludd.

'.aFd.U@otuu6FJ.-.d&re|.d@rlqoq&a
da@G6ufu.6dDledM.
uc& @l.dEdc Wdb/& u

Alq onq by66!, .do d
do.&.du&&Eanll&.
u.brE,6.dq616drfr
o....roa.Ur E.d. Th. c.ronrv ot
ffir*.@9d!8,..u6
tui ur &@dr dei [. dlt hn
d@dd.d..rEt!rt!e

,odr .a@r .!td!
Dv&u.rydu.d..,Ea Ee
rr rE. @oil.tEq d dd r(.
rd&E.rr.ryLLl&Fd
lg66d G 6. n!h.W rlH d
q.co6.16l,qbturhr
nql. douoad @n6 ib

Aletb 6d rt!@ @.d r
,@. tr 

'! t rc a@ dsrry ro
u6r(rEgUrE4rdLtuidd
d.a(..6h-qr6Go|rfur.
Bq tu 

'[uE 
!6.bc&n@

d.Frdru.Blffidq.q.
.do il rh. E& Fhd t16lt- ll4t
v'en 6d . und. lt6.d{ u.
pdt€rus.moa6q
6 

'n.tur. 
rp... h. kr.a roE

hid -ilh," rh. xl6 pq r. w
dr@@ed.W@
d.l.Epdrr*.&.
oad&kqbrd&r&pdr
d t]d,r. tq!1. rU t &
r.r.il..!rl c.!,!rr r..t.i ol !t.

saruqElMdqd&rdc
lu &ocdd.o d. mdr &dt
.t@rd l4ea *l!o

A&lEErcarr..&
r6plt qd qld rold l.{ 6 h .
&Edhbdsd'c(b
&&d rrd sldrrrld, ]&D
rtd!cq&po,id!qd
@r,prdt@ doosd.lt
lr6ono. Hor.r.r rh. E.ioi.r d

@Eprye&r.bry
ro&tur&rd.vu.rtut
dd-i.r6ru@.'

n.lo@rdtLloldq&.F.
so @qu tdl.o td d sE.
tulr-,E.dh.&eenrd.
plqvdr L@rd &lun6 d q
. ry.E Nq 6.d st &
..ilr x d. H.ro End rB- t tat

^o.horrd,pr6d!.E-oU-.FaEdhdrq&
p&6d...16u.!ad..mE
fr. illq6 d c6@ury ri |d,
rfudh.l6&FkraBrlB
ill.cU-d'.rd.6& 6&t&
.v. .c'il rb. &rorov. id d *
tct..! T.ctnr..l r6trov.6..!, ,tr
{.eo cER.oo.d.vd b d. ter
'..nrt 

c.rrun .rF.'rtl, rh. ,.Fr
MA rE..D hd 6. ,oFrs, ;tr.
uc (()lr4a. d.tu.'na 6. il16,d
d r'crd @ry ,*ru6Jy odr b
,eErd loldnt'{En.

hthnqld 6!.Fty d r& rErmd
cooBn6, 16. .drtr h.d ro r.6.rn
cm@dy &ed rh.delrd 6. r
eE Mtd d. k!..n dunnr nomd
6+Lt Pur.6 d rh. md! ru...d
ktta runU dE rbl ,nto.cc@r
d. Fmt d v!.r trotu rhrch rh. r.ren
Yd dlr h s nu u. rrc.!
ntoE!rkbla,drorh.
bd .& 

'au(d 
h. s...

rd.q. d&{rn.lUr'*
E. .d d.e. dr b

-l:

#i
iEt L.h nr.d \r^ p, t2al
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d,.' il.lra $rts ('nF^'rn,.r n(
rrn!.d{ rv'drLldr r CilJ,, nlr!r

ln!.u-r bth. Gn.allv.trtrtul rnJ
ililJ J.nBt !{ ri. Rr6p...h\.1 rr. 

'h.
'cr?Gn 

p.,n..8r bv mril..,, rh. \.ns
rhdl h.* prnr.h r,ill ,h. nrl.l,, ,
!h'..k r.6rnrd rn. !'n.:n! !h,n.
Jvtr.rud,r (h.'r md.tr rJ v'rurh:.d

al|., D,rt..!I&,,rofl-rrtd L.n htnd {Ba lb 2t ld. Ntd lt F.1 xpnt

rs *lE.. Y.Eurullv r.sdtuE
. 

-rd 
pud 6 d. Ild, d 6.

r.c6d EF.n. &d rL{4lh pdor.o
,Mnq 66 hd bld, do cold
d.r@ tu rd B.16 b dr ex
E& 

'd 
6.ah il 6. tuo dd

whrd U h aoludd dtea d.
suro6.dr p.nd ft. oul'tud. d
pr.rdudEbrdEq&
. roi n@kd @@&.,!a.
r.rolL d 16 rhrd r.E rdEd
h,nlpead.d1064ro
n&h.n dd*ll&d.F.
pnn..r rdo Moroiob rl.16- l9trl
r.E .sd ro Mq fur il6-
lsltu tl@&kdUd6.
nildd 6tur lao t. & Fd
l6lt-1861, bddS6@'

n.v.r E.n A! rn rh..ril,.r lsdtdr.! or
rh. Vurom..hr p.fi0J rh. tnn.rv
6.d6 !d br Nep pt,nr.6 ,r ,nr
u.u!lv wr6odv 6.il'dr.lr r.th.!d
.olo. N.* 

'n 
rh. eorlor N.nOp{.r.r.

wr rh.tr.@&r o hSrorl. on.n
ud D. hrdly Ercnd m.M.t

Nil ro b .calftrd 
'. 

rud.nnr rh.
(coEp!tuotr d E& Ff,d {r..n
puro & d. rdvdd d'.t iho
.Erd (ltda e &r!n.nv. 6{ d.t
dr cl&o(6..@dnrio rd@l

ldy, ,v&u Aold E vrrd ,n r
€q &. dd d.d[ct {d rh.r
eod o p6dq u rn.i.r.. (U.
dtd6ntqu6r,. rd B.r. or
x .@! 6.6. d Ed Al6od
6r UG 6G. .@ povd dar Y.r
sdry U6d tud*nr6{ ri rL,
h.rrr.t. ra Eod.,n burld'na!..d
6!..!r. d. ,c d EDd6d do
(gdtud..endMluad

ln S. $tu Udi d 6. lrFrd
.@r Io ,h'd d.r r.r rn..r&d,
er!.ryll, d* cd.d,trb
eld l.H.k e .u. il Dvtt.ry r
ldt q,&d .4oil, dtu r.u
6.dB Mc&.tldv.a
.p, .!. H.ra .4dr.r, 5{rrrrr .o
&& lltFBl e@.!.1, .r.
td d. !.@ d 6. bvdb ,'ft.
du-t6rcd.&!ortrrF.
rBd loldq. U vo !t rlddd b
th. brobu, rEad.i.lv n.r roild.
.6@ rfud r. ed r@ cd .npy
6dbuqpl...a"'
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HORTCAGE SOND-ISSUTNC COST CALCULATIOT (TSTIHATE)

Ilruing furcunt
2,000rfl

T--

Itru ing Aeunt
3,000r(x(Annu e I )

l. Bond intcrcrt (Iovcsror)

2. Man.gemnt fcc (CC&()

(up-front )

l. Und.rvriting fcc (CCK)

2. Appraircr'r fcc (e)

3. HtB. r.tilrr.rion tu (b)

4. Stup duty (c)

5. Scrivcncr'r fcc

6. Htg. bond irrueqcc fcc (d)

7, Ddcuaarlt.tion/l,carL fcc (c)

Totrl t g-front

Av.ratc Co!t Retio (SiapI. Int.re!t)
(r) l0-ycrr uturity
(b) 5-ycrr rnd 10-y.rr uturiti.t

YH
156,ooo

4,000

0.611 13,000

100

600

(0 .9635I) r9 ,2

I .328t

8.2782

8.096t

6-. rzgr
8.091r

8.121I

7.8r
0. )r.

7.8t
o,2t

,H
234,000

6 r0oo

Adict@n! Plan!
(.) Bond intrr.!r 8.0I ,(,..,,1

0.6 5Z

(0.907r)

8.3212

8,2642

19,500

350

3,900

600

250

105

2 ,500

2t,205

Sqr4*;

(b) Bond intcr.!t 8.o7t /
Hrnsaemnt f.. 0.15f': .nd
Undlrvritin8 fec 0.61L'

!919,
(e) Spccirl r.tc r.qu.rtcd oo rppointing . ccrtifi.d rpprrircr
(b) cooput.tiotr:

Appreisal
Di 6coun t

Tar
Ri t.

I400tt

r200r{

/,,
St4 ()

tto I,*ob*l
'lJ* N,i

rl
Ltl@

()
2,000 r l30I x t/4 r 1/l,000

(c) Loen rSrecxnt: Lo.n r@unt bclov 15,000101

Rlc.ipt: Aeutrt of r.c.ipt .bov. Il,000lll

(d) Peyeblc to thc f,cgi.tr.tiotr Offic.
Y3,500 pcr pi.c. of rlg. bond.. Eacc of. !lg. bond schrdulcd llootfi

(c) Onc hrlf of thc docuentetion/lcgal fec is esrurcd.
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NEWS WEEK 9 August

East West - Arms race
West Japan - Tech Race
US - Ahead pure research and high tech

applications defense & aerospace.
UK,/France - Ahead of J in i-nformation

age with videotex systems.
Japan - Far ahead, consumer electronics

- Respectable office automation
- leader robotics, opti-cal

electronics.
- Closing gap

. Computers

. Semi conductors

. Genetic engineering
- Undisputed leader manufacturing

technology.

Japan challenge future
- Can no longer borrow tech.

Must develop.
- RD as t GNP is growing.

Before
. Great demand for post war recon-

struction.
. Free trade
. Stable currencies.

Now adopt. How? Technology adoptatj-on
has already started:

,82 #HM/Z,V



MITI - tech based nation in
80's.
Already decline of factory workers'
increase into knowledge jobs-
Robotics accelerating trend .

Possible decline exPorts as JaPan
begins exporting technologY -
factories overseas.

Due to tech, nat'l tradition is
changing.

. Now 5 (not 6 ) daY work week
in vague.

. 3rd wave - blurred distinctions
between home and office.

Pre 73 - Major world positions
. consumer electronics
. heawy industries

- steel
- auto
- shipbuilding

1974 - oil Shock
Due good ele J long range Planning,
capital investment continued, on
equipment that would imProve
productivity.

1976 - Heavy investment set stage
for next wave of exports 76-79.

1979 - Export boom dies off due yen
appreciation to true vafue.



'16rfl
1979-80 - Sensed the need for more

innovation and less tech borrowing
from the ',./est.

79-80 - That is surge consumer electro-
nl6s VTR' s.
DAD (loser based digital audio
disc) electronic image cameras.

Also surge to manufacture overseas
given rising protectj-onist trends.

NEC wants 5O/5O split in export and
manu operations with USA.

MfTI i-nduced surge into semi conductor.
Now export $1B 64K RAM's.

Now 256k RAM

Toshiba Mega chip. lMM bits on
single chip.

Fujitsu, NEC, Hi-tachi claim hardware
equal to 1BM. Progress office
computers - SORD.

Clsoging gap genetic englneering export
interferon.

To innovate requires a major change
in J way of thinking. A move to
lndividualism from group-ism.



But advantages
. Labor cooperation in exchange for

securj-ty.
. Long term might outlook.
. MITI - sets technologi-cal direc-

tion. Was successful with
steel information.

. Productivity - Nissan has doubled
production i-n decade to 82
without addi-ng people.

. Competition - may firms

. Marketing - Salesmen everywhere

R&D
USA JAPAN

Source Govt 50t thru
DOD & NASA

22\ Govt

Purpose

Wants to move
Ahead in basic research
crimped by govt budget

Defense .).. --.
application

Efficiency Low. US wants
good defense
product, 1itt1e
care on cost.

Much 1ow and
arts. LovJed
to govt etc
with few appli-
cations for real
productivity

, but currently
definits.

Consumer
appl ication

Hi competition
Good usage of
hrhat R&D rDoney
there is.

Mostly to
engineering

Education



TU+r
Japan Shortcomings

. Aerospace

. Information
only limited

Sociological shortfalls
- Housing "rabbit hutches"
- Low agricultural productivity
- fnefficient retail di-stribution

system.

Problem - as economy under pressure,
only knowledge jobs represent
employment opportunities for the
future. No entrants into
manufacturing or retailing. Risk
of increasing labor pro-activity.

Japanese Miracle

1955 -
t964 -
t970 -

Sony first transister radio
Shinkansen
Nippon SLeel becoming world's
largest manufactures.
oi1 shock. Wave of forward
thinking capital spending to
improve efficiency.
Sony Betamax
Export jaugernaut high gear.
$100B in overseas sales.
11MM auto prod'n
Surpassed U.S.
64K RAM captures 708 world
market.

1973

t97 5
t979

1980

198 i
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BALLON

Japanese have diff. perception about
-,:el-ationship to productivity profit
than other developed PeoPle.

HOMOGENEITY

1. Physical Condition
o Islands - migration dead end
o Temperate climate
o Natural cataclYsm

2. Soci-a I Organization

" Wet Rice Agriculture (in
Had to work together

ter-dependance)

o Seclusion (Tokugawa 1535 - 1853)

3. Cultural Heritage
o No imaslon until 45
o Common t anguage/values

Implications of language

Words are the package
What is not said is often the
meaning. The context carries
the message.

)

it.It

i

I

i



1/6 Super

1/2 of us Pop living on L/6 of cAL
2 x Pop WG in t/4 of WG.

Most idl countries have high t of
foreign Pop & foreign labor. But J.
very small t.
Only non korean or chinese

Message - Our social institutions
experience base is not
applicable.

What does Homogeneity mean?

* Not one stock - Not raised purity
Mainland ASIA - Korea - Some from
South -
Mongol Spot disappears after 5 years

* Doesntt mean they all think the same.

90t perceive selves as part of Middle
CIass.

Crime rates Iower than other idl
countries.

*

*



Collective Self Identity -
1. A Japanese is only Japanese.

o Not ASIAN, Not Oriental
o At best, NON WESTERN

"ASIA" is a \^/estern concept.

2. A Japanese is always with other
Japanese.

o Always several
o Relates to interdependance

Problem in not to join a group, the
Japanese is a Group.

J. Doesnrt start from individual but
from "wE".

A Japanese must be in Japan to be
Japanese. If he is not, he has urge
to recreate Japan.

4. Perceive selves as unique.

Westerner - Learn by understanding
J - Learn by doing

J have difficulty conceptualizing.

GROUP

J
U.S ( Individual )

3

L

1

x
+

1

1

1

2

END BALLON



Kimura Structural Change 2/ t5/83

J economy Doubled 70-73
73-77
75-78

$ 1 trillion 1978
with no raw materi-als.
79 - 80 - 2nd OiI Shock

Global Readjustment
X depreciated

81 - Low Growth

what are implciations of a growth slow
down.

He said no good control.
But its implj-cit - this is one of the
rules they use on us. Taking advantage
of our literal language understanding.

Trends of Changes

Primary -- Secondary -- Tertiary

Manufac

Labor
Light
Resources

Capital
Heavy
Technology

Servlces

Clerical Professional, creative

Setrength

Companies willing to change
Labor willing to change - END KrM,R.A _



ABAGGLEN 2/ts/83

Cornid Japan Inc.

E1ements of Industrial policy
* Tax
* Tarri-f
* Tax on Dividends

U.S has no explicit industrial policy.

Japan has fd1 Policy

Protect sectors you want to move
Lay off other areas

How does I.P. get i_mplemented?

* Very small C,ovrt.
* Public employment lower than U.S.* SmaII is beautiful
* "Cash Controlt' of gov't

26 - 282 GNP taken in Tax
U.S. is 35 rising
Western Europe 40?

MITI - Reorg 1949

Ministry of Munitions in War
Read Chalner Johnson

OR16 Post War, concern: We must
rebuild. MITI given control over

Steel-
Fert
Cement
Power

Nurture
i-nfant
industry



Control achieved by various permissions
required to import, expand capacity, etc-
This mi-ssion continued thru t97O. Then
new task:
Help idy that once structurally depressed
to get out of business. Help declining
buCinesses decline.
Current MITI bill pending to dismantle:

*SteeI
*Cherifert
*Petrochem
*Paper,/pulp
*Synthect filres
*Nickle based steels

Before

- Gov't omnipresent
- Protected

Now changed - Gov't is just too biq.

But:
Plan Oriented Market EconomY

MITI

Purpose

Where should we push?
What kind of

Tax
Deprn
Subsidy should we have

What obstacles?
ofM

can we etirninate obstacles.



Same List of Subsidies
* Biogenetics* Energy
* Resalination
* Electric Car

What should be MITI
Point of intervention
Hasn't worked at corporate level for
any countrY, therefore deals at
industrial area

MITI - Nationalist oriented
t"lOF - International Oriented

Creative tension
Produces Constructive

Compromise

FTC - Administers audi-trust Law

No monolithic view

Bureaucrats run the countrY out of
creative tension.

US bureaucrats - sloPPY
J rr - SharP, homework

rlv
terrible mismatch

U.S.Gov't is employer of Iast resort
J. C,ovrt gets best PeoPle

MOF

MITI
BOJ
Ag
Foreign

Priority



Why be bureaucrat?
Money adequate

. Sence of power
Well- trained
52 reEirement with a good job in
industry

Bus. Assns.
Fed. of Econ. Organizations
Kindenerar

QuaI of BureaucracY
Coop But Bus + Good
Literate Public EconomicallY
Sense of Cornrner PurPose
Mobility of our US

Task to taks
Contributors to J. Success

Trend - Econ more complex
Deterioration homogene j-ty
More leisure time -
then may be a Iess coherent
industrial policy. But don't
count on it.

- END ABBAGLEN -



2/Ls/83
HATTORI - Corporate Organization

Company Based Unions
Union - Mgt. interests not the same,

but parallel.

- END IIATTORI -

HARA 2/16/83

R+D
I

Go\rt' greater portion R+D in US + West
as compared to J.
U.S. has defense R+D, Japan not.

W.G., Japan, U.S., Fr all spend
2-32 of GNP on R+D.

* J overtime gerat relj-ance on purchase
of tech from abroad.
Due to godt contribution, R+D exP in
U.S. greater than J in various
indices. Expense to Researchers
But R+D exp to Natrl Income is same.

Built in inflexibilities in J to do

*R+D - inability to tolerate moverick
*Seniority System
*Intred companies - not

cross fertilization
*Average capabilitY of PeoPle -

Unformity of training in U.S',
people are either excePtional or
poor.



Quote "If you find ei'ceptional people
here, they go to US or Europe. TheY
dontt fit here, weak in fundamental sciences
Below average software capability,

* But some advantages
+ Good C,ov't R. ship
+ Good universitY R. ShiP
+ Lifetime committment to company

2 types R+D

Seeds
Needs

Japan
202
80t

B0r
202

US

Japan R+D is careful -
Rarely into new tech + new market

Engineers are the tresures of the companJ
Very few can design simple design
high performance at low cost.

Tota1 Quality Control (TQC)

After ratioralizing Production
process + streamlining design -
then go to ratioralize Mktg. +

sales. Who ever heard of QC

for Mktg. + Sales, then M9t.,
then training, then inventory
etc.

- END HARA -



Gregory

Purpose of J. Enterprise

2/17 /83

Donrt ask how they did it - wrong
approach

Why? WelI

1. I'tost of techniques came from l{est
Society

QC
OR

2. Avoids fundamental question
nature of Japanese enterprise

Japanese enterprise is not same type of
organj-sm as in the West.

Whatrs different
* Synergism
* Less Conflict
* Fomicial characteristics
* Japanese work better together

Whatrs wrong with west?

Despite all attention and effort (HBS)
we dontt see much improvement in
cooperative effort of enterprise.

Root cause relates to purpose of
enterprise in the west.

West Purpose: ROI, PCE

But this is inconsistent with needs of
system, Iike a sports team.

Needs its purpose defined in terms of
all of the CORE members.



Western enterprise defined only here

Owner Manager

Workers didn't care about PCE.
lrlest did not adequately defi-ne purpose of
enterprise in context of 3 parties -
only one - owners.

I{e have built in roots of conflict.
What about Japan?

How do they keep score?

Sales? Market Share? Why:

AI1 benefit
Mavimyzing value added + creation of
wealth.

Gov't gets GI.IP

Supplies get business
Employees get security

SP

Sales
Price

CM

Cost
I'laterials

VA (Va1ude
Added)



Who benefits from UA
fnterest to banks
Reat
Dependent
Di-vidend/prof it
Taxes
Wages & salary

A11 of above constituencies are
interested in maximization of value
added. Above info is available for
all constituencies. AII constitu-
encies work towards establishing
the proper sharing of UA.

Clear to aII constituent or team
maker on how UA being allocated.
Equity is percei-ved. So purpose
of J enterprise is defined in terms
of all members of E.

There
There

isunityhere-1x1x1=
issynergy-1x1x1x1=

T

2

Transparency of accounting, fouts
takes communicatj-on. Score keying
and allocation is understood,
Results in reduced conflict, in
used loyalty.

Absence of technophopior in J.
The above shows the issue of socid
responsible from the beginning.



EmpJ-oyees not hired labor, but
members of the family. This
nurtures unitz and looperation.

Absence of notj-on of Property in
Japan -

Property ownership implied obli-
gation not rights.

- END GREGORY -

Naka rma

Trade Frictions 2 t1 83

US Turnover in Japan
Japan Turnover in US

Japan PM cannot order. He must have
a consensus. Trying to force trade
changes will take time and must
go thru many consultations.

Success in Japan. P&G for examPle.
Must try to learn Iocal market
practice.
Last challenge from outside west.
8-9 century - Arabs
Ihen came Japan

bn
bn

$20
$s

- END NAKAJIMA -



BAIRY 2/ L7 /83

The Japanese ways - psycholoqy

Avoid I, talk we.
Japanese are situati_on + not
problem oriented.

Japanese are working for a firm
as through he i-s filling the field.
He must fill it. He is not working
for a boss per se.

Be aware of reasoning and Iogic.
Be aware of the whole.

- END BAIRY -
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Vogel - Japan as No. 1

Chapter I

Success of Japan due to tract
virtues

hard work
patience
self discipline
sensitivity to others

But more to
org structure
policy program
conscious planning

Japan institutions are mirror for
America.

J consciously examined & rest-
ructed institutions
a. L868 2 decade long study
b. Post World War II

p.s. (US has 2OO year o1d
sYstem)

Unique in World
Japan a pioneer. Already faced
long ago problems US now facing.
a. energy
b. pollution
c. population
d. taxation, welfare & education
e. foreign trade policy
J institutions highly successful

I

2

3

4



Chapter 2

Japan - Montana
Yet 120 MM population

I pcioa '30% import
Energy 852 import
'Success in stee1,
watch, motorcycle,
& ship.

electronic, optical
auto, piano,

Rdason: Cheap labor? No.
but, Capital investment

Facil ity modernizat.ion

. Transportation & communication
bettet-. i

Mair
Little cr-ime
High reading & English
-Bettet pollusion control
't{ealth insurance
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FEB 10, 86
SCAPEGOAT

Kimnel and short were bLamed for un-
o..oui"in"i" in the Japanese attack on Pearl
^garBor, December 7, 194I ' Yet:

* The HAGIC i'ntercePts of Japanese. cable
t.u"iri""ions clearli inaicatid weeks pri'or to the
;ta;;i ih"t ttt" Japanese v'ere contenplating an

;;a;;i.--These intircepts e'ere often put in row
priority in trays.
r Cordell Eul'I exhibited extremely suspicious
attituaes-towards the JaPanese' qhlt may have been

leqitinate attemPts on t-he Part of -JaPanese 
to stoP

,ii--"i.-"rien piecipitously viewed by Eurl'

* EuIl's modus vivendi message implied-that for
tt"-us-to iitt it" enbargoes, Japan would have to

"rit-Iri-oi-iti"u, 
including, t'tanchukuo' This was

iii'ti!-i.I"nI oi'the nessage' -l{ore care and

int"i""t in trying to unaerita"d the Japanese could
have Prevented an attack'

. A late cable intercePt of the JaPanese within 5

touis-ii-the attacX was sent by Roosevelt via
western Union on a low priority status'

r The congressional and public-nood-at the tine
,""-Ii"oiii:'oni"t.' No o-ne courd believe' that no

,iit"r what the Provocation, that the JaPane6e-
iiiiiJ-"ii""x. riolationist forces also. insured
;;;;-tiiii;iy reaainess was rimited to bare bones

n""""""tV to insure protection of borders'
;;;;;;;;; much of anirican e'ar-materier had been

Jnippea to EuroPe through lend lease'

Yet, Kimmel and Short bore the brunt of the blane
for the attack.

IAC

senior Managetnents failure to establish strong'
J"".i"n..a-Ieadership fron the beginning resulted
;;';;;-;;;i.riiv ot a' nurnber of verv good peopre
;; i;;"; i;re1s'performins at sub-Par levels'

when this management was later rePlacedr nen

i"Iils";i!"t'[en6ea to brame these lower revels for
;;;i;;; a.eated nore due to an absence -of
i""a"iltip-iather than inabilitv at middle
managernent 1evels.



XENOPHOBIA February I0, 1986

A third party may weII have viewed the events
leading to the Japanese attack on Pearl. Earbor
soneerhat differently than we as Anerican's believed
at the time.

In the late 1930's the United States 9ra6
fearfui. of Japanese expansionism. Japan had
expanded t.he slze of its military forces, taken
over l,lanchuria and Korea and had troops in parts of
China.

Despi.te the fact that the United States and
Japan had a comngn eneny in China - comnunisn, the
Uniled,-Stateg tried to hal.t the Japanese expansion
th<ough trade embargoes and a curtailment of oi1
shipsents from the US to Japan.

There is pignificant evidence to shou that the
Japenes€ vent. to- great lengths to reach
congiliation with.the United States. The had far
greater fear of thei. traditional eneny, the Soviet
Uni.on, they were oot seekinE...territory to rule,
rather they were lopking.to liberate their ye]low
brothers and sisters,.fron llrhite' domination. US
nani'fest de6tiny in its movenent through the West
wa6, after all a sinilar action, and who was the
United StateB.and.the European alLies to establish
noral. guidelines: fof the behavj.or of nations?

cordell:Eullrs modus vivendi insisting on
evacuation pf.dapanese presence fron a.1.1 of China,
Haneburia etc.-after 30;years of gains was
unre!.Jigtic and a significant loss of face for the
Japlnese., EuI] aLao, went to r/ery Litt,le effort to
facilitate-dialogu.e between the JapaneEe and the
us,- .

Yet, for one, in 1939r' to say.that the US r/ag
threatening- Japan wouLd be to identify with
coiltrunist forces.

A similar anaLogy would be Theodore White's
support of Mao in the face of chiang Kai shekrs
strong ties to the journalistic conmunity of the
United States.

The same type of forces tend t.o shape
corporate cultures. Overt warmth and friendliness
in some cultures is viewed as a weakneas. Yet, is
warmth and openness, friendliness wrong?
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