2111248

Analysis of Japanese Life During the Economic Miracle and the
Actions Taken to Improve it by Government and Business.
Dr. Sue Townsend
The Making of Modern Japan V12237
To what extent did the Japanese people pay the real cost of the economic miracle through sacrificing
welfare benefits and enduring a low standard of living during the High Growth Era (1955 1973)?

Source: Lam, Brian. Tokyo Night Photo in High Dynamic Range. 2007.
<http://gizmodo.com/229803/tokyonightphotoinhighdynamicrangepleasebuildhdrintocams>
[Accessed 21 March]

2111248

To what extent did the Japanese people pay the real cost of the economic miracle through
sacrificing welfare benefits and enduring a low standard of living during the High Growth Era
(1955 1973)?

After World War II, Japan experienced, or created, a period of high economic growth, also called the
economic miracle. This period is between 1955 and 1973, and is bounded by the formation of the
Liberal Democratic Party (LDP) in 1955 and the 1973 oil crisis, which hurt the Japanese economy.
The LDP was the reigning party from the 1950s until the 1990s when corruption caused its downfall.
The LDP stood for preserving traditions and supporting free markets. This stance was popular with
postwar Japan who did not want to forget their traditional culture in the face of American influence
while becoming a part of the global theater with a strong economy. During the miracle the people,
government, and businesses were working together to build the country and the economy. The
Economic Planning Agency (EPA) set economic goals for Japan. During the era of high growth for
1955 the EPA’s plan was to have the economy grow at 5.0%, but it actually grew at 9.1%. Similar
results happened in 1957 and 1960 where the planned rate was 6.5% and 7.2%, but the actual rates
were 10.1% and 10.4% respectively1. This illustrates why the era is referred to as the era of high
growth. The Japanese people did not have an easy time. They were working very hard, with limited
government assistance. In the end, however, their hard work paid off as they are currently the third
largest economy and 18th highest GDP per capita. The economic miracle ended when OPEC decided
to raise the price of oil in 1973 to leverage their dominance in the oil industry. This caused a shortage
and thus the price rose. This crisis caused Japan’s economy to slow down considerably because it was
very dependent on foreign oil.

The Japanese people suffered after the war. Their country and infrastructure were destroyed, and their
government was weak and reorganized. None of this would defeat their spirit and drive to
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once again become great. They were shown the new dream of Japanese families, owning a car and
house, enjoying free time, having modern conveniences. However, during the high growth era they
worked very hard and sacrificed these things for the promise of a better future.

In the chapter entitled “One million yen deposit, 22,000 yen monthly rent” Ann Waswo tells the story of
a her worries as she struggles to make ends meet in 1969 Japan. She is looking for a new house
because her family is growing, she wants to be near a day care center because she works, her husband
wants a study for his job, and her daughter did not want to change schools. When families in Japan
move they leave twenty percent of their down payment with their old landlord. This practice seems to
to be counterproductive to their goals of affording a new house. She had to leave 20 percent of her
down payment. It sounds mandatory, perhaps as a tradition to thank the landlord, or maybe it is in their
contract. The wife is also very worried about many western problems: price increases on food,
cadmium poisoning of their rice, sludge in Tagonoura, photochemical smog, and embezzlement at her
husband’s company. This list sounds like an excerpt from Upton Sinclair’s book The Jungle, on
corruption and poor pollution practices in early 1900’s America. Through all her hardships she never
once mentions that the government or why they are not helping her. She, and her friends, ask their
families for help when purchasing a house. It seems a part of their culture to ask their friends and family.
At this point in the economic miracle, the government has shown the people the dream they can expect
(homeownership, free time, owning modern appliances) but it is not yet accessible to the people, though
they are working very hard toward that dream.2

She mentions that her husband earns about 70,000 yen per month, but does not say what her income is.
Based on historical income statistics from the Japanese Statistics Bureau (2008) this places them below
average for Japanese families. The average monthly income in 1970 is 112,000 yen, discovered
through a nationwide survey. This figure is more on par with another family she mentions who is making
120,000 yen per month while the husband working two jobs. She says that even they have a hard time
affording a house and paying for food and other living expenses. This is really depressing to struggling
families. Mrs. Waswo’s conclusion is “it was pointless for people like us to even dream of home
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ownership [sic]”.

Figure 1. Number of labor disputes per year from 1945 to 2004.

Source: Ministry of Internal Affairs and Communications Statistics Bureau. 2008. Chapter 19 Labor
and Wages: 1933 Labour Disputes and Workers Involved by Type of Action. Shinjukuku,
Tokyo.

Japanese people tend to be compliant with authority. They have not formed strong labour unions and
have few conflicts with management. During the high growth era the number of labor union disputes
increased exponentially, as shown in Figure 1. The maximum number is in 1974 at 10,462 disputes. As
the years progress the graph drops off just as quickly as it rose. Perhaps people could no longer stand
working toward the Japanese dream without getting anything in return. Or perhaps, more likely, the

2111248

cases started getting pedantic, and the number of cases was drawn back to deal with the most serious
cases. In any case the percentage of workers in labor unions started at around 10% in 1958 and rose
to about 15% in 1973 as shown in Figure 2. This is percentage is far less than any other western
nations during the same time3. The closest nation is France where 21.4% of the nonagricultural
workforce was in a union in 1975. Even though number of workers in unions has not grown, the fact
that number of disputes has shrunk implies that the Japanese people are content at work.

Figure 2. Percentage of the workforce who are members of a labor union per year.

Source: Ministry of Internal Affairs and Communications Statistics Bureau. 2008. Chapter 19 Labor
and Wages: 1932 Labour Unions and Membership. Shinjukuku, Tokyo.
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Figure 3. Percentage of the population on government health insurance, including government
employees, from 1926 to 2002.

Source: Ministry of Internal Affairs and Communications Statistics Bureau. 2008. Chapter 23 Social
Security: 23 9 a Health Insurance Managed by Government  Persons Insured by General
System. Shinjukuku, Tokyo

Figure 3 shows the percentage of the total population on government health care insurance. The
timeline is from before the war all the way until 2003. This is to get an idea of what Japanese people
consider a normal percentage of government insured people. Before the war there is a significant
increase in the people covered by the government which is followed by a significant dip right after the
war, as would be expected. However, during the period of high growth, 19551973 and marked by
the red lines, the percentage increases dramatically from 6% to 12% with a maximum of 13% in 1969.
The percent insured has increased slightly more to 16% in the late 1990s, but has remained around the
mid teens. It is safe to say that the Japanese people could not rely as much on the government during
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the high growth period, though the level of government insurance was only, at worst, half of what the
Japanese people now offer as a stable world leader. According to the Statistics Bureau, who released
these figures, health insurance includes, “a health insurance program for general employees and health
insurance plans for specific occupations such as day labourers and seamen and mutual aid associations
for national government employees, etc. and private school personnel. The national health insurance
program is operated by local governments. Health insurance schemes are divided into an
associationmanaged health insurance plan established by the health insurance association and a
governmentmanaged health insurance plan for employees in small and mediumsized enterprises.”
These figures represent the care for state employees as well as that of social security programs.

Figure 4. Average caloric intake per capita per diem for the years 1952 until 2004.

Source: Ministry of Internal Affairs and Communications Statistics Bureau. 2008. Chapter 24 Health
and Medical Care: 24 2 Intake Calories by Food Group. Shinjukuku, Tokyo

Figure 4 is a really interesting. It shows the caloric intake per capita per diem. broken down by food
origin. Green is from vegetable origin and red if from animal origin. Again, the red lines denote the time
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frame in discussion. The caloric intake did rise slightly mostly from an increase in the amount of meat
eaten; the vegetable consumption remains relatively constant. After the period of high growth, the total
intake declines while the meat intake levels off. This graph shows that, on average, the Japanese people
were not starving for food, and were getting more calories than they currently are. The Ann Waswo
account mentioned earlier shows that it was not always easy for the Japanese people to follow their
dreams, but they were sufficiently fed.

Figure 5. Number of confirmed cases of sea pollution per year from 1967 until 2004.

Source: Ministry of Internal Affairs and Communications Statistics Bureau. 2008. Chapter 30
Environment: 130 9 Number of Confirmed Cases of Sea Pollution. Shinjukuku, Tokyo

Finding statistics for pollution is difficult because it was not a major issue before the 1970s. Figure 5
shows the number of cases of water pollution from 1967 until 2004. It begins with only 149 cases but
quickly spikes in 1973. The number of cases continues to diminish until 2004, indicating that the issue
has not been resolved. The small number of cases in the beginning of the sampling may be due to a few
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number of cases or people not realizing what qualifies as a water pollution case. Thus it is hard to tell if
the data is accurate. However, the drop in cases after 1973 until 2004 can safely be attributed to a
genuine decline in water pollution cases due to increased commercial standards. During the high growth
era people had to deal with high levels of pollution as mentioned in the story about the woman buying a
house.

In general, the Japanese people were struggling to own homes, not covered by government health
insurance, well fed, happy at work, and battling rising pollution during the high growth era. They were
frustrated by the wonderful dreams, like home ownership, presented to them but their hard work did not
seem to be paying off. The government was not giving them health insurance, but they were eating more
calories than they are even today, and they were happy at work. They started to worry about western
problems such as food poisoning and pollution. The Japanese people were facing hardships, but also
gaining ground in the battle for a fair and stable system. At the same time their government was doing all
it could to help its people out. It was also trying to establish a solid economy by attracting capital and
investors, avoid becoming a cheap labor state with poor citizens, boost promising industries with tax
incentives, and trying to grow the domestic market.

Capital and access to it, is paramount do rebuilding a country so, the Japanese government worked on
providing capital for the people to rebuild with. “almost half of government expenditure, moreover, falls
in the category of capital formation”4. This is key to Japan’s recovery. The government realized that for
the country to recover it needed hard workers to bring new products to market, but they did not have
any capital with which to start their ventures. The government’s move to reward producers is much
more productive to the recovery than welfare handouts. It gives the people incentive to work hard and
improve their own lives rather than waiting for the government to. It also provides a disincentive for
people to collect government handouts without providing anything to the unstable and fragile economy.
The people this system hurts are those without the courage, knowledge, skill, or passion to create their
own business. Capital formation may also refer to building financial institutions, open markets,
Hollerman, L, ‘Industrial Structure and Economic Planning in Japan’, Pacific Affairs, 33 (1960),
219226.
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accumulating capital, or the flow of government and personal savings to the private sector5. With more
capital the people are able to build the economy and nation. Banking and
finance are the backbone of any nation without which the nation will crumble and cease to exist.

With these institutions the people could begin the reconstruction on solid ground with the most basic
resources.

The government also provided tax exemptions to maneuver the economy toward stronger, stabler areas,
for example shipping. Japan has limited resources and land, so they have built their economy on trade.
Sugar was valuable to postwar Japan, and sale prices could be two to ten times the import price.
Import licenses, issued by the government, were a valuable commodity. Licenses would only be given
to sugar companies who subsidised shipping exporters by giving the exporters 5% of the sugar profits.
Plans like this were set up by JETRO, part of MITI. They were used to grow the infrastructure of
Japan to provide solid economic growth.

As early as 1960 the Japanese were trying to grow their domestic market. In the beginning, markets
like steel, manufacturing, and chemical were slow to grow because they could not generate any traction.
They were really new and did not possess the skills to compete on the global stage and the market at
home was slow to grow.

The government was instrumental in growing the fledgling economy by providing access to capital and
tax incentives. Businesses were on the opposing end using the incentives and capital to create value.
“Examples of changes that came about without undue involvement of the government are the
amalgamation of the prewar industiral [sic] and commercial giants (zaibatsu) with the help of bankers
in the 1950s and the amalgamations within the steel industry in the 1970s”6. The zaibatsu used their
organization and influence to bring back sectors of the economy.
Economic Concepts. 2012. Capital Formation. [online] Available at
<http://economicsconcepts.com/capital_formation.htm> [Accessed 14 March 2012]
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The American Government had trouble breaking up the zaibatsu during the occupation, and the zaibatsu
still played a dominant, economic role when America left. The SCAP’s goal was to break up the
zaibatsu. Coming from a background where business and bureaucrats are very close for the benefit of
each, but to the detriment of the people, it is no wonder why Americans wanted to dismantle the
zaibatsu. Japanese people are much more comfortable with authority, as discussed above, and do not
mind the powerful corporations. During the war, the zaibatsu were making the guns, vehicles, and
supplies needed by the government. In an effort to survive, they needed to quickly produce civilian
goods right after the war and ended up helping with the reconstruction and the economic miracle. They
already had large sums of money, people, and the organizational structure in place after the war.
Allowing the zaibatsu to continue to operate no doubt helped with the reconstruction. Starting from
scratch may have created a better outcome in the Americans’ eyes, but it would have definitely taken
longer to establish. The Japanese people did not have time to wait while small companies grew up; they
needed supplies and an economy soon.

Figure 6. Number of casualties by industrial industry calculated per year from 1953 until 2003.

Source: Ministry of Internal Affairs and Communications Statistics Bureau. 2008. Chapter 19 Labor
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and Wages: 1934 a Frequency Rates and Severity Rates of Industrial Injuries by Industry
(Establishments with 100 or more Regular Employees) . Shinjukuku, Tokyo.

Figure 6 plots industrial accidents per year with the high growth period between the red lines. The
information was collected by a simple survey, and calculated by the formula: Frequency rate = Number
of casualties by industrial injuries / Total actual working hours * 1,000,000. The data shows an
exponential decay. That is it decreases very steeply at first and then levels off toward the end. By 1973
the number of casualties had declined almost four times from the 1955 levels. W. Edwards Deming was
working in Japan around this same time to bring up the level of Japanese quality. During the 1950s he
was a “teacher and consultant to Japanese industry, through the Union of Japanese Scientists and
Engineers”7. While he preached quality control, workplace safety is a prerequisite to quality products.
Right after the war Japanese industry was a dangerous place to work, and the people would be literally
risking their lives to make a living. This problem was soon rectified as the period wore on as people
would not tolerate poor business practices.

Japan is now a world leader. They are leaders in electronic products, research into robotics, and high
speed trains, among other achievements. They have the third largest economy, behind America and
China, and it is resilient. During the early 1990s they suffered an economic crash as a housing bubble
popped. However their economy remained strong and recovered. Japan still has a low number of
labor disputes, labor union participation, and pollution cases. The number of industrial accidents has
decreased, caloric intake has decreased slightly, and the number of people on government healthcare
has increased slightly. By these accounts the Japanese people have recovered brilliantly and with
fortitude.
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