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Midterm assignment: development in Japan
In East Asia, Most of the country has Agriculture as a primary of the country's economy, which focuses on Textiles such as silk, sugar, tobacco, and cotton. Agriculture was the first thing that ran the economy at that time because most of the population was a farmer, and technology was not invented in that era. Later on, technology came in to make significant growth in the economy of East Asia and change Agricultural to be more effective and focus more on industrial, which was an industrial organization after the war and made East Asia one of the vital world economies with extensive development in the era of economic development. Japan is one of the strongest in East Asia, which has a speedy growth of the economy and has an excellent political after story that makes Japan become a famous country and has a high economic growth rate until 20 century. Japan today enjoys one of the highest standards of living among any nation. The economic development of Japan began before 20 century, and there is the story behind how Japan became one of the most significant countries in East Asia and the world.


In Japan, in the Tokugawa period between 1600-1868, the political system called Bukuhan had Bakufu as a central government and domain(Han) as a local government; that system was similar to the European feudal system. Under the control of Bakufu, all Daimyo must participate in castle build, and flood prevention works. There were four social classes in the Tokugawa era. The Samurai class has only 7 percent. Farmers have 80 percent of the population, with the highest and one of the critical introductory classes in that era. Artisans and traders were a lesser part of the population in Japan. Japan in the Tokugawa period had farmers as the primary population, focusing on agriculture like textiles and rice, and farmers were also the primary source of income for those of authority. The samurai classes collected taxes on agriculture from farmers by farmers paying rice to the samurai as taxes.

Tokugawa has a stability of economics because of long-term peace that has no war in this era and an increase in investment that increase economic growth in that time. In Economic development, they changed the tax system to lesser transaction cost, and the adverse circumstance for development was limited ideas inside and outside the country. In city development, trading outside Han increased productivity, and Daimyo borrowed money to pay debt and set up the new exchange rate as a coin, trading inside Han using rice and outside Han using a coin as a development of the financial system. Tokugawa system had a slow progress cause of limited aboard that fell behind Europe and limited Industrial development and educational system that needed change in the Meiji period. The gradual transformation of The Meiji period between 1860 to 1880 lasted long the Shogunate system and the abolition of the samurai class. A New Taxation system in the Meiji period changed from rice to land taxes. Development of industries in the Meiji period brought foreign technology to the state and got advice from foreign such as Agriculture, infrastructure, schools, and industries. The monetary policy makes the central bank important in controlling the issue of currency and reserve requirements. The monetary policy reduces the Government's expenditure and increases taxes with good money circulation in control. The Meiji economy has foreign capital to support in part of technology, education, and agriculture. In 1868, Japan focused on Agriculture, and manufacturing was limited. Later on, in 1920, industry overtook agriculture. They focus on industrialization in food processing, and export products like tea and silk are still essential.

There is Financial Keiretsu and enterprise group ( Kigyou Shudan). Before they had Keiretsu, there was Zaibatsu that started from the family of the Edo era and became a business group called Mitsui, Mitsubishi, or Sumitomo, but also Their business did not have enough capital. Hence, they solved this by using a pyramidal business group that could control other businesses called Zaibatsu. Zaibatsu becomes vital in economic development if compared to a European country. This business can be the same as the standard oil in the United States. After WW2, Zaibatsu became Keiretsu, which uses cross-shareholding in its business. Financial Keiretsu is a business group that uses cross-shareholding to help their business because it is good for the long-term growth and trade among the shareholder, which helps to improve business groups. Enterprise groups (Kigyou Shudan) use the vertical organization manufacturing, assembling, and subcontractors. Vertical integration is one of the industrial organizations that plan and decide what they need to buy or what to make to get a lower cost related to production and transaction cost. Industrial concentration compared to the US that Japanese industries have a greater concentration because Japan has less population than the US. The expert opinion is that concentration affects prices and allocation.

Lifetime employment is a unique characteristic of Japan's postwar labor system, although it never applied to many workers in the labor force and is now declining. The system works in that large companies hire regular employees right out of school and keep them until retirement. There is no guaranteed lifetime contract between employees and the company that they understand their mutual obligations under this system with the employee's loyalty and not to leave for a better position. Life-time employment system in Japan, there are two economic theories to explain this system called Company-specific skill and Agency theory. Company-specific skills, General skills such as communication skills, basic literacy, and familiarity with a co-worker. The worker must bear the total cost of acquiring general skills, but because the competitive labor market rewards them for doing that, a worker who acquires specific skills can contribute more to the employer's revenue. So, the employee will hesitate to acquire company-specific skills because they will be vulnerable to position and get more rewards. The wage curve shows that employees who get trained will get a higher wage than those who only require general skills for more years of experience. Agency Theory starts a career with a lower salary than the company's earnings, but late-career gets a higher salary. Seniority-based wages prevent shirking and have mandatory retirement for workers. A bonus system can be considered used with lifetime employment and seniority-based wages with a bonus every year or month, which will triple the salary. Enterprise union has a vital role for firm-specific employees and focuses on long-term development for workers and employees. A Japanese woman has fewer opportunities in the labor market than the educational background men is better, and the culture of Japan gives women fewer career opportunities in Japan

The role of Government in Japan has agencies and government departments that are in the detail of the economy, such as exports, imports, investment, and prices. The essential agencies among these are economic planning agencies. The long term has been a significant priority in the functioning of the Japanese economy. In agriculture, the Government's agriculture policy has supported self-sufficiency in the more important product such as rice and sweet potatoes. A primary key to self-sufficiency has been the robust protection of the local rice and the artificially high price of a producer. In 1970, the Government supported energy policy by developing nuclear power generation as nonpollution energy. The Bank of Japan is the sole bank that issues the yen. It also plays an essential role in determining and enforcing the Government's economic and financial policies.

In the decades following World War II, Japan's intricate financial system was very different from that of other industrialized nations in several ways, most notably in the considerable role that banks played and the comparatively tiny position that securities had. However, these distinctions gradually vanished as markets became more liberalized and globalized. By the 1980s, the Japanese financial system had established itself as a significant global player. Japan's banks now dominated global banking, and the Tokyo Stock Exchange had grown to become one of the largest capitalization-based securities markets in the world. This expansion, however, was primarily the result of speculative activity in the bubble economy of vastly inflated real estate values. The early 1990s bubble implosion had significant effects on banking and the securities market throughout the first decade of the twenty-first century and sparked a protracted era of recovery. The regulations governing the financial sector were also gradually amended over almost 20 years, starting in the mid-1980s, and the operation of banks, securities firms, and insurance companies were liberalized.

In conclusion, development in Japan on industrialization Japan in Tokugawa has economic growth, but progress was slow and education, abroad are limited in that time. The Meiji era focused on more light industries, like Korea, which has foreign support in technology and agriculture. The industrial organization has a business called Keiretsu and an enterprise group that uses a different organization. On labor, Japan uses lifetime employment and Seniority- based wages as a system in labor markets. The role of the Government is to improve agriculture and power by making policies such as nuclear powers and self-sufficiency. The finance system has the role of the bank to control.
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