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Introductiovt 

The co-existence of pre-modern and modern economic forms is a 
"dualistic" character commohly found in developing countries, not only 

in production and distribution methods but also iir the mode of life. 

In 'this ~rticle, the dualistic charact~r, mainly in the sphere of produc-

tion methods, will be considered. 

As far as the co-existence of pre-modern ahd modern methods of 

~roduction is concerned; Japan and underdeveloped countries in Asia 

have sorhething in common. In Japari, however, pre-modern and mod-

ern branches are unified in a national economy, whereas in Asia's 
underdeveloped countries they remaih marked by the colonial economy 

and mono-culture economy. In the case of ~mderdeveloped couhtries, 

the term "dualistic state" or 'idualism," employed by A.O. Hirschmanl 

should be used, distinguishing it･from "dual structure," a concept which 

applies to Japan. 

Unlike industrial development in Western Europe, where moderniza-

tion delivered a frontal attack on pre-modern teclmiques, in Asian coun-

tries modernization may keep them alive for a long period. This particular 

tendency has been pointed out by A.O. Hirschman ; in contradiction to 

many other authors, he maintains that dualism is " the reason for 
dualistic development,"2 which has some compensating advantages and 

represents in a way an attempt by an underdeveloped country to make 
the best of its resources duringi a transitional phase. So long as wage 

differentials exist between the modein and pre-modern brahches, " pre-

modern " industries will probably have an opportunity of prolonging 

their life and thus creating a valuable period for transition to "modern" 

operation. On the other hand, existing pre-modern enterprises run 
little danger of being eliminated, since new' ent~rprises usually einerge 

in an indr;strial group l~hich is ehtirely differ.ent from the current 

-1 A.O. Hirschtnan, The Strategy of Economic Deveiopnl.ent, ivew naven, Yale Uni-

versity Press, 1958, p.- 126. 

2 Hirschman, op. cit., pp. 125-132. 
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native industry. This "dualistic state" could ce t ' I be retained and 

r am y 
utilized, but, as Hirschman conceded, pre-modern branches will sooner 

or later succumb to the modern production methods. It is, however, 

characteristic of Japan that not only did the above-mentioned adaptation 

in utilizing the dualistic state develop, but the process of adaptation in 

organizing complementary relations withih the framework of the whole 

national economy developed as well. 

Differentials in modern and pre-modern branches, which are found 

in Asian underdeveloped countries, produce a polarization, high income 

and low income. Moreover, these two branches have a strong tendency 

to coexist in a heterogeneous and unincorporative form. It is a main 

Leature of underdeveloped countries, considered as a stereotype, that 

traditional and modern branches coexist without being mixed l'l , I (e water 

and oil. However, in Japan, modern branches include pre-modern 
branches in the working mechanism of the national economy : Iarge 
modern enterprises and traditional medium and small enterprises are in 

a complementary relation, the latter depending on the development of 

the former ; on the other h~nd, Iarge enterprises use the cheap-labour 

products of medium and small enterprises and regard them as a cushion 

against business fluctuations. 

I. ECONOMIC GROWTH AND DIFFERENTIALS IN CAPITAL 
INTENSITY BY SIZE OF FIRM 

1. Sche,1ra of Capital Concentl~ation and Growth of Entcrpt-ises 

Let us refer to R.F_ Harrod's famous fundamental equation of 
economic growth, GC=S,1 and apply it to the problem of the growth 
of enterprises by size of firm. As is proved by many statistical analyses, 

the larger the scale of enterprise, the higher the capital-output. ratio 

(C), whereas the smaller the scale, the lower the ratio. Consequently, 

even in the case where medium and small enterprises would grow at 
the same rate as l~rge enterprises; the required capital acculnulation 

ratio (S) necessary for the r~alization of the growth rate (G) will be 

small because of the low capital-output ratio, while on the other hand, 

the high capital-output ratio of large enterprises makes the required 

capital accumulation ratio extremely, Iarge. This means that lar,ge 

enterprises cannot meet the high required .capital accumulation ratio 

with retained earnings, even though they have a large amount of owned 

capital. As a result, they must depend upon putside capital to a con-

l R.F. Harrod, Toward a Dynal'tic Eco'rol'tics, London, Mzicmillan, 1949, in particular 

Lec. 3, esp, pp. 77ff. 
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siderable　extent．

　　　Such　a　tendency　is　of　spec玉al　relev＆nce　in　an　economy　where，as

in　Japan，the　ratio　of　owned　ca．pital　to　tota玉capital　is　particularly　low

compared　with　the　intemationa口eve1．Moreover，the　continued　high

rate　of　growth　after　the’war　has　strengthened　this　tendency。　Large

enterprises　must　now　rely　on　outside　funds　to　a　greater　degree　than

Inedium＆nd　small　eロterprises．　Here　we丘nd　a　prime　motive　for　the

close　connection　between1εしrge　enterprises　and　bapks，　and　the　conse－

quent　concentration　of　bank　loans　and　discounts　in　enterprises　of　larger

scale．However，there　are　solne　factors　necessary　for　the　realization　of

this　motive．It　is　a　fact　that　larger　enterprises　have　a　strong　borrow・

ing　power　as　a　result　of　their　privileged　position　in　regard　to　capital

accessibility．　Th玉s　capital　a．ccessibility　depends，after　aH，upon　the

power　of　owned　capital　in　large　enterprises。　Generally　speαking，the

greater　the　owned　capital，the　better　the　credit　rating，and　Iarge　enter－

prises蓄enjoy　a　favourable　position　especiα11y　in　regard　to　borrowing

long－term　funds。Indeed，statistical　data　indic＆te　that　owned　capital　of

large　enterprises　is　greater　than　medium　and　small　enterprises　not　only

in　absolute　amount，but　also　in　owned－capital　ratio　to　working　capita1

（the　debit　side　in　the　balance　sheet）．

　　　Even　though　large　enterprises　are　thus　able　to　actualize　a　high

τequired　capita1－accumulation　ratio，　the　high　capita1－ouもput　ratio　itself

constitutes　an　unfavourable　condition．　It　means　that　capital　ef丑ciency

or　cap託al　pro（iuctivity　is　relativdy　unfavourable，　and　also　that　the

depreciation　cost　and　interest　charge　are　high，　H：owever，these　disa（玉一

vantages　are　e1㎞inated　by　a　high　productivity　of　labour．

　　　In　order　to　explain　high　lαbour　productivity　in　the　simp1est　form，

1et　us　cons三der　a　fundamental　equation　o王productiv玉ty，ッ‘＝為，corre．

sponding　to　Harrod7s　equation　of　economic　growth。　In　this　equationり

ッdenotes　the　amount　of　output　per　worker，‘the　capita1－output　ratio

（the　av己r＆ge　capita1・output　ratio）　and　たthe　capital　intensity　（that　is，

the　amomt　of　capital　stock　per　worker）．■

　　　　In　order　to　improve　in　large　enterprises　the　relationship　of　the

capita1．output　ratio（‘）and　high工abour　product圭vity（ッ）which　progresses

at　a　greater　rate　than　in　medium　and　small　enterprises，production

m6thods　must　be　adopted　so　that　capital　intehsity（ゐ）more　than　offsets

the　progress　of（6），as　indicated　lby　the　fundamental　equation　of　pro．

ductivity．　Only　then　can　higher　productivity　be　achieve（1，　In　large

　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　O　K　K
・IfOindicatesnet・uΦutンLlab・ur・andKcapital・thenツ　τ0ずτ＝為
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enterprises　the　adoption　of　high　capital　intensity　mea取s　旦t　the　sa與e

time　a　higll　accu恥ula重ion　of　capital　stQck　l　it　corτesponds　to　capital

concentfatio轟onthe恥anci章1side．
　　　In　sum，a　high　capita1・output　ratio　in　large　e琢terprises　has　two

aspects，fhlallcial　and　material／techロicεd，　and　these　can　be　disposed　ill

aschema・fcapit＆｝c・ncentrati・nlnlargerenterpr三ses．（Figure1）

Fig阻1e1。SC耳EMA　OF　CAPITAL　CQNCENTRATION　IN　LARGE
　　　　　　　ENTERPRISES
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　　　　　　！
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蟹∫轍蜘

High　Iabour　productivity
ツ冨』α1Q9ゑ一み

　　　Inぎegard　to　finances，the　high　capita1－output　ratio　means　an　increase

in　the　ratio　of、requ玉red　capital　accumulation，and　this　provokes　a　con・

centrati・n・f∫unds・Onthe・therhand，inregardt・出e重echnical
aspect　of　prodロction，the　high　capita1－outp耳t　ratio　means　an圭ncrease　in

capital　intensity　needed　for　achieving，higher　prod旦ctivity，which　leads

to　a　cQncentrεしtion　of　capitaユstock．　This　dguble　concentration　is　ma．de

possible　bec＆use　large　enterprises　enjoy　capital　access王bility。Mathemat－

ical　formulas　can　beロsed，but　more　elements　of　analysis　are　needed
茸rst．

2．　1）携718，2孟ゼ‘zZ5∫π　叩48・θ5απ4Cαρ髭4J　Z7z渉8π5∫砂

　　　LQoking　at，capital　concentration　from　the　technical　aspect，what三s

the　bas量c　supPort　Qf　the　dual　structure　of　the　Japanese　economy　i》

Various　economic，social，instit“t呈opal，and　historical　factors　with　difξerent

inHuences　are　at　play．　If　one　is　missing，the　remaining　f＆ctors　are

insu磁cient　to　give　the　full　picture。　Although　there　is＆real　danger

in　goillg　to　extremes，let　us　concentrate　on　two　fundamental　factors：

L　the　prgssure　of　excess玉abour　force　or　of　potential　unemployment，
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alld2，　the　une（lual　distribution　of　capitalεしccessib圭lity．

　　　It　is　a　wel1－known　fact．that　wage　differentials　in　Japan　are　greater

than　in　other　countries，and　the　explanation　is　mostly　given　from　the

viewpoiht　of　the　special　chαracter　of　the　labour　market．・On　the　supPly

s量de　of　labour，there　exists　the　pressure　bf　excess　supPly，　causing　3

search　for　employment　at　low　wages．　On　the　demand　side，med量um

and　small　enterprises　plan　production　with　low・wage　labour，whereas

large　enterprises　are　able　to　obtain　better　labour　＆t　w＆ges　relatively

higherthanthedi廷erenceinquality・Onthelab・urmark6亡itseE乳
labour　immob玉1ity圭s　character玉stic　of　large　enterprises；they　have　a

seniority　wage　system　with　automatic　increases　according　to　service

years，on　the　premise　of　life－long　employmentl　There　is　some　tumover

from　large　enterprises　to　medium　and　small　ellterp載i菖es，but　the　contrary

movement　is　out　of　the　question．　Under　these　circumstances，wages

in　medium　and　small　enterprises　subjected　to亡he　pressure　of　excess

l＆bour＆re　Iow，＆nd　their　employees　camot　receive　the　same　wages　as

in　large　enterprise怠，even　in　cases　of　long　service．The　result　is　w＆ge

differentials　by　size　Qf　firm，

　　　Table1。PRODUCTIVITY，CAPITAL　INTENSITY，CAPITAL・OUTPUT
　　　　　　　　　　RATIO　AND　WAGE　RATE　BY　SIZE　OF　FIRM（1957）

Size　by

Number　of

Employees

　　　　　　　　　P「。duc蜘　　Capital　Cap三監㍗ut

Number　Value　added　Tumover　Intensity
・f・1L（th・u・T／L（出・u一鷺をd（留Vα1ueTum・ver（tl・・usand

Fi・m・聯雛墾pe甥Plo摺珂丁・識・膿）

WageRate
　　WアL

1
2
3
4
5
6
7
8
9

10

11

　　1－　　9

　10－　29

　30－　49

　50－　99

　100－1gg

　200－299

　300－499

　500－999
1，000－1，999

2，0004，999

5，000－9，999

1210，0000rmore

300，374

77，644

13，332

　8，460

　3，146

　　981

　　645

　　441

　　222

　　135

　　　46

　　　28

　186
289

348

420

492

　564
696

780

　922
1，078

866

　897

　541
　904
1，140

1，392

1，548

1，716

21088

2，328

2，886

2，872

2β93
2，643

69

78

91

120

166

209

309

408

589

687

558

651

0．371

0．270

0．261

0．285

0。337

0、371

0．445

0、523

0．639

0．669

0、729

0．727

0．128

0．086

0．080

0．086

0．107

0．122

0。148

0．175

0．204

0，245

0．233

0．245

114

136

145

157

172

187

205

230

259

301

287

329

Tota1 405，424　　　　516 1，560 289　　　　0．560　　　　0．185　　　　　　194

Source：

Note：

The　dataαre　taken　from　Ministry　of　Intemational　Trade　ahd　Industτy，α躍読δ．

K忽yδSδgδK〃Loπα1δ54（Basic　Survey　oh　Medium　and　Small　EIlterprises），

1957．

Manufactuτingまndustry　only．　1皿cludes　both　incorporated　and　unincorpo！ated

nrms，
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　　　This　view　certainly　grasps　one　of　the　key　po玉nts　of　the　problem．

However，it　hεしs　not　taken　into　cQnsideration　the　con（iitions　of　produc頓

tion　found　at　the　origin　of　the　capacity　of　large　enterprises　to　pay

higher　wages　and　does　not　e装plain　Japan’s　high　rate　of　economic

growth　and　the　permanence　of　the　dual　structure．　Differentials　in

productivity　and電he　un（ierlying（玉ifferentials　in　the　composit量on　of　capital

accumulation　must　be　examined．1

　　　Table　l　gives　a　summary　of　the　main　indica重ors　l　their　relationship

is　cQrroborated　in　Figure　2．

　　　The　upper　part　of　this　figure　indicates　that　by　loc＆t三ng、ca．pital

intensity（tang呈ble　fixed　assets　per　employee）by　size　of五rm　on　the

Figure　2魯
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　Source：　Figure2is　based　on　the　ana！ysis　conducted　by　the　author　at　the　Economic

　　　　　　　Research　Institute，Economic　Planning　Agency，　See“Capital　Structure　by

　　　　　　　Firln．Size，”E60πo吻oβ2‘Jlo痴㌶（in　English），No，6，edited　by　the　Economic

　　　　　　　Research　InstituteンEconomic　Planning　Agency，Tokyo，1961．　For　origln歌1

　　　　　　　data，see　Table　1．

　Note＝　The　numbers　represent　the　size　of　the五rm　based　on　the　number　of　employees；

　　　　　　　the　s圭ze　increases　as　one　goes　up　from　l　to　12．

■　　See　Miyohei　Shinohara，ハκhoπKθ∫加ゼ刀o　S扉酌δ云oゐπ加π（The　Growth　and　Cycles

　of　the　J＆panese　Economy），Tokyo，S6bunsha31961、pp，103－109．
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horizontal axis, and labour productivity (value added per employee or 

turnover per employee) on the vertical axis, correlating points (repre-

sented by white or black points on the curves) can be plotted according 

to the size of firm. 

In enterprises of the smallest size (employing less than 10 persons), 

value added productivity is ~~ 180,000 and capital intensity ~~ 70,000, 

whilst in the largest (employing 1,000 or more persons), value added 

productivity is ~~ 900,000 to 1,000,000 and capital intensity ~~ 600,000 

to ~~ 700,000. The difference in capital intensity is 9 to 10 times, causing 

a difference in productivity of 5 to 6 times. Between these extremes, 

enterprises of the sizes 2,3,4, . . . , in order of capital intensity form a 

convex curve of productivity moving from the lower left to the upper 

right. As shoivn in the figure, the semi-logarithmic formula y = a log 

k - b fits the productivity curve, and Cobb-Douglas logarithmic formula is 

also satisfactorily verified, but the curve fits the sbmi-logarithmic type 

better. The realization of high productivity in large enterprises is 

assured by a greater increase in capital intensity than the increase in 

capital output ratio as LL result of enlargement of size (as illustrated in 

the lower part of the figure). 

Wage differentials are also found in Figure 2. Locating average 

annual wages per employee on the vertical axis, the amount is ~~100.000 

in the smallest class and ~ 300,000 in the largest, the difference being 

3 times. When the average annual wages are correlated with capital 

intensity in the direct form (black points on the straight dotted line), 

a clear linear correlation appears. Thus, considerable differentials in 

productivity are a cause of wage differentials, and differentials in capital 

intensity are a cause of differentials in productivity. As shown by the 

linear correlation formula indicated in the figure, in marginal terms, 

when the differential in capital intensity increases by ~ 100>000 as a 

result of an increase in scale, wage differentials increase by ~~ 28.000 

and more. The strong capital accessibility of large enterprises makes 

possible the adoption of high capital-intensive production methods, which 

in turn make possible high productivity and high-wage capacity. On 

the other hand, medium and small enterprises are forced tq adopt 
labour-intensive methods with a low technical level (or low capital 

intensity), due to their weakness in regard to capital accessibility ; this 

disadvantage is covered by low wage~, due to the pressure of an excess 

labour force and potential unemployment. 
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3. Pel'manence of the Dual Structure 

A hypothetical interpretation in regard to. the above situation is 

given in Figure 3, where differentials in the sphere of production 

are supposed to be indicated by the distance between two dotted curves, 

namely, the production function in large enterprises (f.) and the pro-

duction function in small enterprises (fb). For simplicity's sake, dif-

ferentials in costs are supposed to be represented mainly by wage 
differentials. Wage rates of large and small enterprises are given on 

the vertical axis by points a and b respectively, the difference ab tep-

reserrting the wage differential. 

Figure 3. HYPOTHETICAL GRAPH OF THE PERMANENCE OF 
DIFFERENTIALS 
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In this case, the production point of maximum profit rate in large 

enterprises (obtained by drawing a tangent line from a to the produc-

tion function f*) is a, and in small enterprises P. Consequently, the 

observed productivity curve is F (curve of the actual line) ; it is con-

sidered to correspond, to the actually observed productivity curve by 

size of firm illustrated in Figur~' 2. In Figure 3, the profit rate of 

large and small enterprises (the slope of the tangent line) is supposed 

to be equal ; but even if differentials are supposed, there is no change 

in the situation. 

If we suppose that, for some reason or another, wage differentials 

are narrowing, the difference in cost points ab declines to ab ' . In this 

case, the production point of small enterprises shifts from P to p', 

resulting in a decline in the profit rate (the slope of the tangent line). 
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Consequently, if small enterprises intend, under the new wage rate, to 

obtain the same rate of profits as in the past, there is no other means 

but to adopt high-grade production techniques fb', and raise the pro-

duction point to pl/. If the wage differential ab' narrows to "zero", 

and fb coincides with fa as all enterprises achieve an almost identical 

level of production, this level would coincide with the production func-

tion of the original J. Robinson type,1 . The reason why J. 'Robinson 

succeeded in producing a productivity curve for the economy as a 
whole is due to the fact that she tacitly presupposed a homogeneous 

economy where various differentials are almost negligible. The actual 

cohditions in Japan, however, do not warrant such a presupposition. 

The first fundamental condition to be considered is the existence 

of differentials in capital accessibility. Owing to their extreme weak-

neSs in capital accessibility, small enterprises relying on their own 

strength cannot raise their capital intensity to a point corresponding 

to P!1, nor adopt new techniques (fb'). Under such circumstances, and 

though many more complex factors will be at work, in substance there 

are four possibilities : (1) to survive, being contented with a low profit 

rate at point P ' , and generating differentials in profit rate ; (2) remain 

at point P or thereabout by hiring new cheap labour, and failing to 

narrow the wage differentials ; (3) when the above two cases are im-

possible, small enterprises may disappear or (4) receive assistance, 

financial and technical, by subcontracting for large enterprises, and 

!1 , adopting new techniques p . 
Which of these possibilities has the highest probability ? The dis-

appearance of small enterpiises, possibility (3), is of common occurrence ; 

their sdrvival ai the cost of a low profit rate, possibility (1), can also 

be expected in many ca~es. But in view of the pressure of a surplus 

in the labour force, as obtained for a long period after the war, the 

survival of small enterprises at a low production point, possibility (2), 

cah be said to hav~ been the most probable casie. A recent trend, 
how~ver, points toward possibility (4). In some categories of industry, 

large enterprises undergoing technical innovation tend to develop sub-

contracting medium and small enterprises, by giving them assistance in 

raising funds, providing technical guidance, lending disused machinery, 

etc. This results in an improvemen.t in the dual structure. How~ver, 

two qualifications must be added here. Technical innovations aire in-

J, Robinson, "The Production Function and the Thedry of Capital," Review of Eco-

notnic Studies, Vol. XXI, No. 2, 1953-54, pp. 81-l06. See also by the same author, The 

Accumulation of Capital, London, Macmillan, 1956, pp, rol ff. 
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troduced into the large enterprises themselves which provoke the de･ . 
velopment of the subcontractin*" system. The result is that, according 

to Figure 3, the shift to the upper right of the production function in 

large enterprises fa Precedes the shift to the upper right of fb caused 

by the modernization of niediurn and small enterprises. Consequently, 

the trend toward possibility (4) will not necessarily be suf~cient to 

bridge the gap in the dual structure. Furthermore, there are second, 

third, and more subcontractors. When large enterprises force a reduc-

tion of unit price, the burden will be passed on further down the line. 

Thus, even if possibility (4) makes progress, differentials will never 

be improved as a whole, as long as unequal distribution of capital 

accessibility and pressure of excess labour force remain. The slowing 

down of the rate of popuJation increase is a favourable factor, and 

worthy of attention. Let us, however, turn to the problem of capital 

accessibility. 

II. DIFFERENTIALS IN COMPOSITION OF FUNDS AND 
INTEREST RATES 

1. Funds of Enterprises and Capital Accessibility. 

In Figure 3, capital accessibility related to the owned capital of the 

enterprise is presented as one of the shift parametres of the productivity 

curve fa, fb. Based on availabl~ data in Table 2, the coyrelation be 

tween owned capital K1 and long-term debt K2 (the amount per person 

based on the number of workeirs by size of firm) is obtained, and 

amounts to K2=0.0667 K11'303. The elasticity of the long-term debt 

to owned capital is I .30. Elasticity greater than I .OO means that, in 

accordance with the expansion of owned capital following the enlarge-

ment of size, Iong-term debts register a greater increase than owned 

capital. In other words, when owned capital rises by one per cent 
following enlargement of size, Iong-term debts increase by 1.3 per cent. 

It may be concluded that, L0r an enterprise the size of owned capital 

indicates its degree of capital accessibility,1 and that the competitive 

position of a firm in the capital market is limited by the amount of 

owned capital. 

Since the size of owned capital is the fundamental factor L0r capital 

accessibility, the larger the amount of owned capital, the more capital-

intensive methods of production are adopted due to the realization of 

* This kind of view is also maintained by M. Kalecki (Theoly of Econo"tic Dynamics, 

London, G. Allen & Unwin, 1954, pp. 91-95) and J. Steindl (Maturity ard Stagnation 

in American Capitalism, OxL0rd, Basil Blackwell, 195~, pp. 40 ff). 
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Table2． DIFFERENTIALS　OF　CAPITAL　INTENSITY，OWNED　CAPITAL
AND　LONG－TERM　BORROWINGS　BY　SIZE　OF　FIRM

Size　of　Firm
（total＆ssets）

（￥，π∫1あ0π）

Long騨term　Capital　O㎜ed　Cap三tal　Longpterm　Borrowing　　Capital　Intensi汐
　per　Employee　per　Employee　　per　Employee　　　　（tangible五xed
　　　K1十K2　　　　　　KI　　　　　　　　K2　　　　　assets　per　employee）

　0－

　2－

　5－
10－

30－

50－

100一

　2

　5

10

30

50

100

500

　500－　1，000

1，000－5ン000

5ン000－10，000

10，000一

　70．2

　68．3

　95．7

　167．7

　186．0

　226．9

　459。7

　640。7

1，014．8

1，589．2

1，316。7

　65．6

　60．2

　83，9

　143。2

　121．0

　188．8

375．8

425．8

685．7

1，186．6

1，015．3

　4．6

　8．1

11．8

24．5

65．0

38．1

85．2

214．9

329．1

402．6

301．4

　58．7

　60．2

　102．0

　142．6

　182。2

　186．0

334，8

　533．0

7含9．9

1，018。6

　988．9

Average 708．0 529．9 178。1 525．3

Source：

Note；

Data＆re　based　on　Ministry　of　Finance，Hσ『勉・Kなyo71δ為θ歪jM8艀ρσ（Yearbook

of　Corporate　Enterpr玉se　Statistics），1957・　Manufacturing　industry　only・　Un－

incorporated五rmsarenot圭ncluded．

Long－term　capita1＝Owned　capita玉十Long・term　borrowings．

Owned　capita1＝Capita1十Capital　surplus十Earned　surplus（iゑcluding血et　pro丘t

　　　　　　　　　　andlossforthecurre且tterm）．

Long－term　borrowings＝Corporate　debenture十Long－term　bo買owihgs　fro皿住

　　　　　　　　　　　　　　　nancial　insti加tまons．

high　productivity　and　inclination　towards　high　capital　accumulation．

Suchαview　is　not　su伍cient　to　explain　the　high　capital　intensity　in

large　enterprises．　If　in　Japan　the　low　wage－1evel　is　due　to　the　pressure

of　excess　labour　force，the　adoption　of　labour－intensive　methods　of

production　through　ut丑ization　of　cheap　labour　would　be　pro五table　even

to　Iarge　enterprises，or　at　least　diHerentials　would　not　be　as1αrge　a．s

actua11y　experienced．　Nevertheless，capita1血tensity　in　large　enterprises

is　high．WhyP　Various　factors　must　be　considered。For　instance，

the　Japanese　enterprises　mani｛est　strenuous　e鉦orts　for　attaining　the

advanced　technica工　level　of　developed　countries．　　However，　on　the

五nancial　side，a　cause　is　the　fact　that　the　price　of　capital（interest　rate）

is　relatively　cheap　for　large　enterprises．

2．　Z）伽プθπあα15伽1πオ8r85オR碗650πBoププo別θ4Fz‘η45αη4Co5診げFz耀45

　　　Adequate　data　of　differentials　in　interest　rates　accord圭ng　to　the　size

of　enterprises　are　not　easily　available．　In1958，small　enterprises　with

a　capitalization　of￥5million　and　less　bore　an　average　interest　rate　of

17percent，whilstlargeenterpriseswithacapitalizatiQn・f￥100
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Table3． AVERAGE　LEVEL　OF　INTEREST　RATES　ON　BORROWINGS
BY　SIZE　OF　FIRM

Years 一Size　classified　by　paid－in　capital一

（unit：perce血t）

1956

1957

1958

一￥2
停躍ll♂0π

　15．36

　12．79

　17。38

蕃2－5

，η露」歪0η

　14。52

　15。11

　17．80

￥5－10

，π’IJゼ0π

　14，28

　14．40

　16．49

￥10－50

，πμ1∫07Z

　14．19

　14．79

　13，84

￥50400
”2ピIJ∫0η

　13．35

　12．59

　13．62

￥100
η毎IZfoπ

12。24

10．23

11．15

Source：

Note＝

Based　on　published　data　in　Ministry　of　F1nance，Ho薩η一Kなyσ71δゑ8ガN8ηψδ

（Yearbook　of　Coηpoτate　Enterprise　Statistics），1956－58．

Figures　are　obta加ed　by　divid1ng　yearly　interest　payments　by　the　outstanding

amomt　of　borrowed　fu豆ds　at　the　end　of　the　year（long－and　short．term　borrow・

ings　Plus　coηPorate　debentures）．

The　average　interest　rate　in　the　manufacturing　industry＝the　sum　of　interest

paymeut　discount÷（short．term　borrowings　from五nancial　institut呈ons十long・term

borrowings十corPorate　debentures）．

million　and　over　used　borrowed　funds　bearing　the　relatively　low　average

interest　rate　of　ll　per　cent　as　shown　in　Table3．

　　　Figure4gives　the　cost　schedule　of　ra丑sing　funds．　Attention　is

given　mainly　to　the　solid　Iine　curve　I　in　the’centre．The　imputed　cost

・ffundsismeasured・ntheveτticalaxis。Ontheh・riz・ntalaxis，t・tal
∫unds　employed　are　measured，＆nd　are　considered　to　have　been　put　in

the　order　of　advantageous　sources　of　investment　funds，namely（a）

internal　funds　（retained　net　earnings，depreciation　allowances，etc．），　（b）

borrowings　of　various　kinds，and（c）equity　issues．

Figure4．COSTS　SCHEDULE　FOR　INVESTMENT　FUNDS

h
o

o，一

唱

長

　　　　じ　　　狂量　　　　　　工　　　　　皿
　　　　3　　　　　　　　　，一爾
　　　　』　　　　　　　　　　　　　　　　〆
　　　　σ　　　　　　　　　　　　　　　’
　　　’　　　　　　　！！
　　　’　　　　　　　　・1
　　！　　　　　！
　　’　　　　　　1
　タ　　　　　　ノ
　！　　　　　　’
4　　　　　　　　’

’　　　　一一一

D　　　真・ B
Amoun七　〇f薫『慮e5価enO　F毛！n4s

　　1．Sin6e　ihtemal　funds　ma夕be　used　freely　by　the　enterprise，their

investme尊t　does　pot　incur　any¢ash　cost。However，if　these　funds　a士e

圭nvested　outside，eamings　corresponding　to　the　interest　rate　would　be

obtained．　In　this　sense，the　intemal　investment　of　these　funds　mealls
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the sacrifice of such external earnings, a so-called opportunity cost. If 

the enterprise has internal funds to the amount of OA, the accumula-

tion would be made with nearly perfect elasticity to its opportunity cost. 

2. In case an enterprise is forced to raise external funds, the use of 

funds raised through borrowings from financial institutions and the issue 

of debentures is accompanied by a cash cost in terms of interest pay-

ments, as well as imputed costs. This brings about the rise of cost 

per unit of funds raised up to the point B. Real interest rates (cash 

cQst plus imputed cost) rise with the increase in the amount of debts, 

because risk premiums are charged. 

3. The raising of funds through the issue of stock costs more than 

other sources of funds, because of the expenses for issuing, the car~ 

taken to protect the market prices of the existing stock, disadvantages 

as to taxation, etc. However, as long as enterprises accept this high 

cost, the raising of funds through the issue of equities would not be 

so inelastic as in the case of borrowed furids ; it may even be con-

sidered as quite elastic. The shape of the curve I on the right side 

of point B represents this Lact. 

This is the graph of the cost schedule for investment funds as 

shown by J. Dusenberry.1 It must, however, be revised in an economy 

with a dual structure, because the cost schedule for investment funds 

shows a great difference according to sizes of enterprise. 

Going back to Figure 4, in medium and small enterprises, owned 

capital is small in absolute figures ; therefore, as indicated by the 

broken line 11 on the left side, the gradual increase begins early. In 

addition, the weakness of medium and small enterprises in raising funds 

results certainly in a rapid advance of imputed costs of borrowing, and 

will steepen the slope of the upward curve. Further, the raising of 
funds through the issue of stock and debentures runs into prohibitive 

dif~:culties, due to peculiarities of the Japanese capital market. Con-

sequently, the cost schedule for investment funds 11 ends by being 

entirely inelastic. 

The cost schedule for investment funds of large enterprises is 
represented by the broken-1ine curve 111 on the right side of Figure 4. 

The amount of internal funds and the slope of the upward curve are 

not independent of one another. It may be said that the larger the 
internal Lunds, the slower the slope of the upward curve, because, owing 

to the capital power of large enterprises, borrowed funds can be raised 

l J. Dusenberry, Busincss Cycles ancl Econo"tic G,vwth, New York, McGraw'HiH, 
1958, pp. 93-99. 
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at lower costs. Moreover, as large enterprises in Japan have little 

thought of risk attendant upon the borrowing of external funds, it 

must be considered that this upward part is more elastic than is illus-

trated, and the slope will be nearly horizontal. Further, under the 

existing circumstances, the cost of expanding net worth through the 
issue of stocks being fairly high for large enterprises, it is plausible 

that the right-hand part of the curve 111, rather than being continuous 

as in the Figure, will in fact be discontinuous and jump to a certain 

higher level. At any rate, it is clear from Figure 4 that the difference 

between large and small enterprises in the cost schedule for investment 

funds causes a marked disparity in the average cost of raising Lunds 

per unit of total capital employed. Relatively higher interest rates are 

paid by small enterprises, and relatively lower rates by large enterprises. 

In Japan, an almost institutionalized relationship exists between the 

different sizes of enterprise and various types of financial institutions in 

accordance with the capital accessibility of the enterprise. Figure 5 

establishes the fact. 

This Figure may be called the X-type intersection of borrowed 

Figure 5. COMPOSITION OF BORROWED FUNDS 
l oo 
"/* 

50 d '~~ 

~¥.¥ 

' +¥¥ '~~. 
b '-* ~~ *::-~~~-

-s=-_ ' 
o l-1 1-2 2-1 2-2 3 4 5 6 7 8 9 ro u 12 

size 'f Fir~ 

Source : Same as Figure 2. 

Notes : 1. The size of enterprises on the hori~ontal axis is measured by the number 

of employees, increasing Lroirl I (1-lO employees) to 12 (l0,000 and nlore 

employees). ~ 
_9. This chart shows the ratio of loans from each lending institution to total 

10ans : 

a -city banks 

a'-city banks plus long-term credit banks and trust banks 

b -customers 
c -b plus money-lenders, relatives, and acquaintances 

d -c plus financial institutions for medium and small enterprises. 
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funds　of　enterprises　by　size　of　firm，　Enterpri5es　by　size　of　firm　are

measured　on　the　horizontal　axis，and　ratio忘of　borrowed　funds　by　lenders

to　total　borrowed　funds　on　the　vertical　axis。　The　ratioα（city　banks）

can　be　considered　as　an　indicator　of　the　borrowing　power　of　enterprises

in　each　size　group：　it　increases　regulεしrlyαs　the　size　of　the　enterprise

becomes　larger　l　it　declines　a　little　at　the　point　of　the　largest　size，but

if　borrowed　funds　from　long－term　credit　banks　and　trust　banks　are

added（〆），it　shows　a　smooth　upward　line．

　　　Ratioδ（funds　borrowed　from　customers）can　be　considered　as　an

indicator　reflecting　in　part　the　subcontracting　relationship．　The　curve

is　high　in　the　c＆se　of　medium五rms　as　a　reHection　of　the　recent　tend．

Gncy　of　medium　and　small　enterprises　to　come　under　the　control　of

Iarge　ones．　Ratio4（funds　borrowed　from∀arious　medium　and　small

丘nancial　institutions）shows　a　smooth　downward　line．　The　weak・bor－

rowing　power　of　medium　and　small　enterprises　is　manifested　by　their

high　degree　of　dependence　on　these　small　financial　institutions。　The

X－type　intersection　of　lines　α＆nd　4is　a　clear　reHection　of　the　duaユ

structure　viewed　from　the　financial＆ngle．In　other　words，smα11enter．

prises　survive　by　depending　fgr　a　considerable　part　of　their　funds　on

money－1enders，customers，relatives　and　acquaintances，who　can　be

termed　“maぼginal　suppliers　of　funds．”　　On　the　other　hand，　large

enterprises　subsist　in　dependence　on　the　role　of　the　Bank　of　Japan　as

a“marginal　supplier　of　funds，”namely　by　its　advances　through　the

intermediary　of　city　banks　to　the　extent　corresponding　to　the　firms’

1iquidity　position．　SuchεしsituatiQn　has　practically　institutional　value　in

Japan．

3。D批7・ε撹妬5彪12Z雄656R磁ε5侃4Uπε9㈱Z　D魏7め漉0πげLo碗5
　　　Di狂erentials　in　interest　rate　and　composition　of　funds，examined

above　from　the　borrowing　side，must，now　be　investigated　from　the

lending　si（le。

　　　Table4indicates　the　average　rates　of　interest　by　type　of丘nancial

institutions．　The　average　interest　rate　of　financi＆1institutions　for

medium　and　small　enterprises（mutual　loalls＆savings　banks，credit

ass・ciati・ns）arec・nsiderablyhigherth斉nth・se・fcitybanksandl・cal
banks　for　loans　（10ans　on　deeds，10ans　on　bills）and（liscounts（（iiscount

of　bills）：di狂erentials　spread　from7，98per　cent　p．a。for　city　banks　to

12。47per　cent　p．a．for　credit　associations。　These＆re　averagesンof

course　l　rates　vary　also　according　to　borrowers、

　　　Large　enterprises　are　able　to　select　the　lender　banks，which　is　then
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TabIe4，DIFFERENTIALS　m　AVERAGE　RATES　OF　INTEREST　BY
　　　　　　TYPE　OF　LENDING　INSTITUT工ONS（195フ）

．乙o伽5

％P．a，

ヱ　∫5‘70μπ≠5

％P、a，

Cityba且ks

Loca互banks

Long『term　cred1t　banks

Trust　banks

Mutual　loans＆savings　banks
Credit　assoc三ations

7．98

8．54

9．41

8．03

10．75

12．47

8．42

9，10

7．87

8．11

10．40

12．47

Source：T｝1e　Bank　of　Japan，πoア7ψσK8魏α∫τo乃8∫（Economic　Statistics　o｛Japan），

　　　　　　1957，

forced　to　put　up　with　interest　rates　at“competitive　prices，”whilst　for

mediumαnd　small　enterprises　lenders　are　in　a　monopolistic　position，

selecting　borrowersαnd　charging　interest　at“monopolistic　prices、”　If　it

were　possible　to　suppose　some“equilibrium　interest　rate”which　equates

with　supply　and　demand　of　tot＆l　funds　of　a11丘nancial　institutions，banks

as　a　whole　would　extend　loans　to　Iarge　enterprises　at　lower　interest

rates　than　the　equilibrium　rate，and　mεしke　up　the　de五cits　thus　incurred

by　higher　rates　on　loans　to　medium　and　small　enterprises、　However，

as　regards　loans　to　medium　and　small　enterprises，there　is　an　economic

law　that　the　cost　ofα10an　for　an　individua1丘nancial　institution　is

higher　when　the　risk　is　greater　and　the　amount　smaller。

　　　Retuming　again　to　Table4，let　us　comp＆re　the　average　r＆te　Qf

interest　on　Ioans　and　the　average　rate　of　discount．　The　textbook　argu・

ment　would　be　that　lo＆ns　are　longer　credit　t車an　discounts；，therefore

rates　are　to　be　higher圭n　the　former　than　in　the　latter。　However，we

丘nd　that　theεしverage　rate　of　discount　is　higher　than　the　average　rate

of　interest　oll　loans　in　the　case　of　city　banks，　local　banks，and　trust

banks．We　may　call　this　a“reverse　phenomenon，”to　be　explained　as

fQIlows．　The　propQrtion　Qf　loans　Qf　these　banks　to　large　enterprises　is

high，and　these　loans　are　extended　at　relatively　low　interest　rates，whilst

as　to　discounts，the　weight　of　medium　and　small　enterprises　is　high，

and　these　discounts　are　madeαt　relatively　high　interest　rates。　Such　a

tendency　is　strongly　re且ected　in　the　general　average，　Thus，1段rge　banks

are　able　to　extend　Ioans　to　large　enterprises　at　relatively　low　interest

rates，because　of　the　high　interest　rates　on　loans　to　medium　and　small

enterprises．　Furthermore，ba．nks　l　ca，n　maintain　their　liquidi旬of　assets

by　offering　only　short－term　loans　to　medium　and　smαll　enterprises．On

the　other　hand，the　average　rate　of　interest　in　long－term　credit　banks，

mutual　loans　and　savings　banks，and　credit＆ssociations　is　higher　for
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loans　than　for　discounts，as　textbooks　usually　maintain。丁車e　reason　is

that　customers　of　these丘nancial　institutio耳s　are　limited　mainly　to　either

larger　enterprises（in　case　of　long．term　credit　banks）and　medium亀nd

small　enterprises　（in　c＆se　of　mutual　loans　and　savings　banks　and、credit

associations）．・In　this　case　there　is　no　reverse　phenomenon，

　　　Thus，loans　of　long－term　credit　banks　ahd　others　to　large　enter・

prises　form　one　pole，and　loans　of　sma11丘nanpial　institutions　to　medium

and　small　enterprises　another　l　in　the　middle，discriminative　Ioans　of

city　banks　and　local　banks　to　1αrge　and　small　enterprises　produce　the

above．mentioned　reverse　phenomenon．This　situation　can　be　ascertained

by　the　di鉦erence　in　the　distribution　pattern　of　loans　by　var奨ous筑）es

of五nancial　institutions．

Figure6．DEGREE　OF　CUMULATIVE　CONCENTRATION　OF　LOANS
BY　SIZE　OF　FIRM

Finanεial　Institutions　for

Smallan⑬lediumEnterprises
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　　Source：　Sanle　as　Figure2．

　　Note二　The　vertica玉axis　illdicates　the　cumulative　frequellcy　curve，and　the　horizontal

　　　　　　　　axis　the　s呈ze　of　enterpr三ses　by　the　llumber　of　employees．

　　　Figure6shows　the　distribution　of　loans　to　di｛〔erent　sizes　of　enter－

prise　by　variQus　types　of丘n＆ncial　institutions，　based　on　data　usedl　fcぼ

Figure5．　The　curve　indicαted“average”is　a　cumulative　frequency
curve　for　total　loans　of　all　financial　institutions，inclu（iing　sm＆11丘nancial

institutions　such　as　money－lenders　and　government　financial　institutions，

which　are　not　listed　in　the　Figure・　The　u取even　downward　develoP・

ment　indicates　that　the　distribution　of　funds段s　a　whole　is　unequaL

　　　Since　in　the　survey　method　loans　of　long－term　credit　banks　and

trust　banks　cannot　be　separated，it　is　regretted　that　Figure　6　is　incon・

sistent　with　the　dαt＆of　Table4．However，it　appears　that　the　curves

of　city　banks　and　of　loc＆1banks　are　located　between　the　most　uneven
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curve of long-term credit banks and trust banks inclining towards large 

enterprises and the curve 0L fihancial institutions L0r medium and small 

enterprises (mutual loans & saving banks, credit associations, credit 

co-operatives, etc.). The above-stated argument on the "reverse pheno-

menon " in differentials in interest rate on loans corresponds perfectly 

to such a distribution. 

III. STRUCTURAL PECULIARITIES OF CAPITAL CONCENTRATION 

1. Factol' P1'oportion and Dtfferentials in Wages and Interest Rates 

So Lar, a series 0L differentials in wages, productivity, capital in-

tensity and interest rate have been observed on the ground 0L unequal 

distribution of capital accessibility. Let us now re-examine the facts 

from the technical side of the production structure. 

The decision concerning the degree of combination of the two 
factors of production, capital, and labour (capital intensity) depends on 

their relative price which an individual enterpris~ faces in the Lactor 

markets. In Figure 3, a theoretical graph of the permanence of dif-

ferentials, each enterprise's capital intensity is a function of factor 

prices. Medium and small enterprises choose labour-intensive methods 

of production with a low capital intensity, in order to cope with rela-

Figure 7. ISO-QUANT CURVE OF PRODUCTION 
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Source : 

Note : 

L Labo~r (m"n'l,e*">f onll'l,,!""s) 

Data are based on Ministry of Finance, H:o~jin-kigyo To~kei Nemp5 (Yearbook 

of Corporate Enterprise Statistics), 1957. Covering manufacturing industry only. 

Enterprises are classified by a~set holdings : 

l. Iess than ~~2 million 7. ~~IO0-500 million 

2. ~~2-5 million 8. ~500-1,000 million 

3. ~~5-10 million 9. ~~1,000-5,000 million 

4. ~~I0-30 million 10. ~~5,000-10,000 million 
5. ~~30-50 ~lillion 11. over ~~10.000 million 

6. ~~50-lOO million 
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tively　high　interest　rates　and　relatively　low　wages。On　the　other．hand，

large　enterprises　adopt　capital．intensive　methods　of　production　with　a

hi言h　rate　of　capital　intensity　to　cope　with　relatively　low　interest　rates

a血d　high　wages．　This　situation　can　be　analyzed　by　the　method　of

“isσ一quant　curve　of　pro（iuction．”

　　　Let　us　suppose　that　the　production　of　enterprises　of　different　sizes

is　enlarged　to　the　production　level　of　the　largest　enterprises（with　assets

of　over￥10billion），and　the　same　m＆gni丘cation　applies　to　capital

（tangible五xed　assets）and　labour（the　number　of　employees）without

change　in　the　initial　ratio　of　factor　combination。　The　resulting　com－

bination　of　Iabour　and　capital　is　shown　in　Figure7．

　　　Starting　from　the　most、1abour－intensive　combination1（enterprise

with　less　than￥2million　assets），various　combinations2，3，4。＿are

determined　up　to　the　highest　capita1－intensive　combination11．If　enter－

prises　of　dif〔erent　size＆re　acting　under　the　principle　of　minimum

expenses　with　a　production　curve　ide夏ticεし1　to　the　observed　iso－quant

curve，the　ra．tio　at　the　tangent　Iine　to　the　various　production　points　on

the　curve　should　indicate　relatiマe　prices　of　capita1＆nd　labouL　The

textbook　argumen右would　be　that　the　greater　the　slope　of　the　tangent

line，the　smaller　the　capital　expenses（interest　rates），and　the　more

advantageous圭t　is　to　replace　labour　by　capita1，an（I　vice　versa。　Never－

theless，the　iso・quant　curve　in　Figure7is，to　the　en（1，an　oδ56プη84curve

of　production5it　is　not　the5‘ん84z〆θadopted　by　enterprises　of　different

size＆s　bas玉s　for　their　behaviour．　The　tangent　line　ought　to　apply　to

the　individual　schedules，but　not　to　the　observed　curve。　Consequently，

it　is　meaningless　to　measure　the　ratio　of　relative　prices　of　labour　and

capital　by　size　of丘rm　from　this　observed　curve，■　The　conclusion　is

the　following：enterprises　of　different　size　have　as　schedule　different

isoquant　curves，an（i　the　contact　points　of　these　respective　iso－qu＆nt

curves　and　the　price　lines　of　each　size　of　enterprise　generate　the　observed

iso－quant　curve　shown　in　Figure7．　This　interpretation　is　identical　to

that　of　the　observed　productivi取　curve　i互1ustrated　in　Figure2，

　　　　Since　the　measurement　of　the　iso、quant　curves　as　schedule　is　di釜一

丘cult，the　structure　of　the　ratio　of　labour　and　capital　prices　by　size　of

五rm　must　be　obtained　by　other　means．　Table5　shows　that　the　dif・

1　　Such　measuremellt　has　been　tried：the　Douglαs　type　production　function　was　meas．

　　uτed　from　the　basic　data、o｛Figure7，and　the　condition　of　minimum　expensesαdded。

　　Then　the　values　of　d茎fferentials　in　interest　r＆tes　were　arrived　at　by　substitut三ng　the

　　values　of　d遭erentials　in　w＆ges　obtained　from　data　using　the　minimization　equation．

　　However，the　values　thus　obtahled　could　not　be　judged　signi且cant　compared　with　the

　　actualOIles．
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ferent量als　hl　the　average　rate　of　illterest　oll　borrowed　funds（see　Table

3）　can　be　cQnverted　into　an　in（lex　number　t＆king　the　interest　rate　of

the　smallest　enterprises　as100。　The　same　c哉n　be　done　for　the　dif〔er－

entials　in　wages。■　The　ratio　of　both　indices　is　given　as　the　difference

inrelativeprices，

丁範ble5． DISPARITY　OF　RELATIVE　PRICES　OF　WAGES　AND
INTEREST　RATES　BY　SIZE　OF　FIRM

Size　of　Firm

（paid・incap量t＆1）

　（￥7πμ距0π）

　　Differentials

　　hl　Wages
（￥ヱ，000）　　　　（ヱ）

　Differenti＆1s

三11the　Average
Rate　o壬Interest
（％）　　　（2）

Di疲erent圭als　in　the

Ratio　of　Wages　and
　　Interest　Rate
　　　　　（3）

　　一　2

　2－　5

　5－10

10－50
50－100

100一

139

172

173

200

231

348

100．0

123．5

124．5

143．5

165，9

249．9

17．4

17。8

16．5

13．8

13，6

10，2

100，0

102．3

94．8

79。3

78，2

64．4

1．000

0．828

0．761

0．553

0．471

0．258

Source＝

Notes：

Same　as　Table3．

（1）　Index　number　of　the　average　wage　per　employee．

（2）　111dex　number　of　the　discount　rate　of　interest　expenses　divided　by　the

　　　total　of　Iollg．term　and　short－term　borrowhlgs　from　financia玉institu丘ons

　　　plus　debentures．

（3〉（2）÷（1）

　　　The　differellce　ill　the　ratio，of　relative　prices　is　evidellt；the　ratio

of　interest　rates　to　wages　is　O．258for　the　largest　enterprises　with　a

paid－in　capital　of　over￥100million，whereas　it　is　l　for　the　smallest

enterprises　with　a　c＆pit＆l　of　less　than￥2　millio11．　Considering　the

difference　in　relative　prices　in　comection　with　Figure7，it　may　be

supPQsed　that　the　price　line　of　the　ratio　of　interest　rates　and　wages

（as　the　reciproca1）grows　steeper　from　small　to　large　enterprises。

　　　Different　in　thls　from　w＆ge　dif〔erentials，differentials　in　interest

rates　are　also　common　in　other　advanced　countries，because　of　the　risk

connected　with　the　borrower。　In　Japan，．however，stmctural　aspects

are　more　important。　A　fairly　evident　type　of　combination　is　found

between　the　dif［erent　sizes　of　enterprise　and　various　types　of五nancial

institutions．　Secondly，the　interest　rate　h＆s　an　importallt　connection

with　a　special　feature　of　capital　concentration　in　Japan，namely　that　a

五rm　depends　on　outside　capital　rather　than　on　owned　capital　as　in

other　a（lvanced　countries。　Conse（luently，　di壬ferentials　in　interest　rates

inHuence　considerably　alld　directly　the　formation　of　the　dual　structure。

1　　The　di鉦erelltials　in　wages　are　obtaine（1from　the　Corporate　Ellterprise　Statistics　cited

　　in　Table3。
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The1．00to　O，258disparity　in　relative　prices　of　illterest　rates　alld　wages

（see　Table5）is　fairly　l＆rge，and　it　may　be　concluded　that　it　contributes

to　the　further　widening　of　differentials　in　capital　intensi句み

　　　To　analyse　the　decision　of　factor　ratios　by　relative　prices　is　a　static

approach．There　are　also　dyn＆mic　factors　c＆using　differentials　in　prices

and　in　capital　intensi取。

2。　3渉7％‘診z6プαZ　P8‘％あαアゼ虎63夢（フ4ψ露αZ（）07z68舵プ碗乞onぎn　Jαραπ

　　　Retuming　again　to　general　points　of　view，one　aspect　has　remained

untouched　in　the　above　analysis．　Since　cεしpital　concentration　is　a　phe－

nomenon　common　to　all　capitalist　economies，what　are　its　Japanese
peculiaritiesP

　　　Pressure　of　excess1＆bour　force　and　une（lual　distribution　of　capital

accessibility　h＆ve　already　been　pointed　out　as　the　two　fundamentaI

supports　of　Japan’s　dual　structure；they　c＆nnot　be　separated．　As　a

result，capital　concentration　in　Japan　presents　three　pecuharities：capital

concentr＆tion　in　a　capita1－short　economy，the　stimulus　of　the　interna－

tional　environment，and　co－existence　of　Iarge　and　petty　capita1．

　　1．　That　capital　concentration　is　related　to　the　pressure　of　excess

1＆bour　lforce　means　that　capital　is　short　in　comparison　to　labour．Exist－

ing　capital　is　insu伍c圭ent　in　regar（1to　the　（luantity　necessary　for　the

whole　economy．　As　often　pointed　out，shortage　of　capital　has　been

one　of　the　fundamental　factors　restricting　the　development　of　the　Jap－

anese　economy．Capital　shortage　means　weakness　in　the　accumulation

of　an　enterprise’s　capital，　and　need　to　raise　funds　indirectly。　　Funds

scattered　in　the　private　individual　sector　are　collected　through　banks，

postal　savings　and　other五nanciεし1institutions，whichαct　as　intermediaries

between　individuals＆nd　enterprises。　Such　indirect丘nancing　method，

characteristic　of　the　Japanese　money　a血d　credit　situation，負nds　its

fund＆mental　cause　in　the　shortage　of　capitaL　Thus，the　superior玉ty　of

financial　institutions　is　established，　and　an　institutional　background　is

provided　for　differentials　in　interest　rates　related　to　credit・standing　of

the　bo虻rower．

　　2．If　low　v“ages　are　due　to　the　pressure　of　excess　supply　of　labour，

the　adoption　of　Iabour・intensive　methods　of　production　would　be　ad－

vantageous　even　to　large　enterprises。This　is　common－sense　taught　by

ec・n・micPthe・ry．N・netheless，di仔erentialsininterestratest・the

advant＆ge　of　large　enterprises　exist，and　are　a　reason　for　them　to　adopt

high　capital　intensity。This　fact＆lone　does　not　explain，however，the

existing　marked　differentials　in　capital　intensity。　They　are　backed　by
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a strong expansion mood ~nd active inclination towards investments, 

that tend to make up for the shortage of capital, and are stimulated 

by the international environment which forced the Japanese economy 

to catch up rapidly with the technical level of developed countries. 

This peculiarity is supported in turn by the combination of large banks 

and large capital througll loans to related enterprises ; differentials in 

interest rate advantageous to large enterprises can be considered as 

cause or effect. In an economy short of capital, the greater the pro-

gress in concentration of loans to large enterprises, the wider the 
differentials in capital intensity between large and small enterprises. 

Moreover, large enterprises, in case of emergency, can depend heavily 

on the Bank of Japan as a "marginal supplier of funds" through large 

banks. 

3. But what is the situation in regard to small enterprises ? In 

theory, when capital concentration progresses, small capital will be 

defeated and disappear. In Japan, however, numerous businesses with 

small capital continue to exist. Several factors are at play. Medium 

and small enterprises offer a meahS of absorbing excess labour force. 

Large and small enterprises are in a complementary relation : Iarge 

ones utilize materials manufactured by cheap labour in smaller enter-

prises through the subcontractin~ system and the formation of related 

enterprises under their control, and use medium and small enterprises 

as a cushion against business fluctuations. There is also, as already 

pointed out, the support "marginal suppliers of funds" can offer medium 

and small __enterprises. The higher interest rate, due to the greater risk, 

is a disadvantage compensated by cheap labour. A Iast factor would 

be the high weight of " trade credit " in the composition of the total 

funds of mediuln and small enterprises, that have much recourse to 

bills and accounts payable.l 

IV. CONCLUSION 

In Japan, differentials in wages and interest rates, manifested by 

the utilization of relatively cheap labour in medium and small enter-
prises, and relatively low interest rates for large enterprises have solid-

ifled the dual structure of the Japanese economy. A slowing-down in 

the increase of the labour population is anticipated in the near future ; 

the promotion of foreign trade liberalization puts pressure on pre-modern 

sectors. These two facts have nol~ started a trend towards the abolition 

of the dual structure. It is sure that systematization and organization 

l This fact is confirmed by various business statistics. 
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of　medium　and　small　enterprises　will　be　pushed．The　success　depends

greatly　upon　the　a（玉αptati6n　and　reorganizatioロof　capital　accessibility

and　of　the　institutional　structure　of　capitεし1．

　　　In　Asia7s　underdeveloped　countries，differentials　i阜income　and

wages　appear　as　an　extreme　dif〔erence　between　the　upper　and　lower

classes，somewhat　as　the　division　between　two　poles．　In　Japan，dif－

ferentials　become　wider　continuously，from　a　high　stratum　to　a　middle

stratum　and　from　a　middle　stratum　to　a　low　strαtum，forming　a“con－

tinuous　differential　structure．”1　The　concept　of　Japaゴs“dual　structure”

must，therefore，be　clearly　distinguished　from　the“dualism”found　in

Asian　underdeveloped　countries．

　　　Limiting　ourselves　to　economic　factors，the　following　points　are　of

importance：

　　1．　Duality　may　characterize　the　initial　stage　of　development，and　be

limited　to　the　formation　and　utilization　of　the　dualistic　development

explained　by　Hirschman，namely　the　polarized　co－existence　of　modem

and　pre・modem　branches。However，after　the“take－off，”described　by

Rostow2and　especi＆11y　in　the　case　of　rapid　progress，pre．modem　branches

are　to　be　combined　with　modem　branches　in　a　complementary　fashion．

This　is　the　case　of　Japan，where　subjective　conditions　have　also　effect・

ively　contributed　to　the　adaptation　of　such　a　combination．

　　2．Considering　the　national　economy　as　a　whole，concentrated　utili．

z＆tion　of　scarce　capital　requires　the　promotion　of　capital・intensive　and

modem　methods　of　production，while　low　wages　due　to　an　abundant

supply　of　labour　favour　the　existence　of　medium　and　small　enterprises．

But　here　again　all　depends　on　the　stage　of　development．That　under．

developed　countries　in　Asiαhave　a　relationship　between　capital　and

labour　resources　different　from　that　of　developed　countries　is　clearly

reHected　in　the　fact　that　modem　production　methods＆re　shut　out　from

v＆rious　branches　of　commerce　and　industry．　To　invest　scarce　capital

in　already　existing　Production　activities　is　too　expensive3for　an　e蛋fective

use　o｛capita1，hope　is　plαced　in　investments　in　lndustries　which　in－

troduce　new　products．

　　　Quite　dif［erently，at　a　more　advanced　stage　of　development，as　in

Japan，the　introduction　of　capital－intensive　methods　is　required　only　for

l　　Kazush三〇kawa，“The　Differentia至Employment　Structure　in　Japan，”Tゐo　AnπαZ5qプ

　　診hθH露o諭‘加3配ノ10α48”多ly（ih　Eng韮ish），Tolくyo，H量totsubashl　University，Apr呈11959，

　　pp，205－217．

2　W．W．Rostow，“The　Take・O伍nto　Self・Sustalned　Growth，”Eoono舵Joz‘7nαZ，Vo1．

　　LXVI　No．261，March　l956，pp、25－48，See　also　by　fhe　same　author；丁五88如g850プ

　　Eωno痂o　G70τσ‘h，Cambridge，Cambridge　University　Press，1960，pp．36－58．
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the improved ef~:ciency of existing ptoduction, and if capital is scarce, 

its distribution zimong enterprises will be unbalanced. 

3. In the case of Japan, shortage of capital as compared to labour 

has two aspects. From the international viewpoint, althdugh capital 

intensity in large enterprises is said to be high, the level is still lower 

than in developed countries. Therefore, these enterprises tise a ~ystem 

whereby they complement a productivity relatively lower than the inter-

national level by low wages in subcontracting mediuin and small enter-

prises. From the national viewpoint, the scarcity of capital brings 

about capital concentration in large enterprises in order to use more 

efHciently a scarce resource, and at the same time, it brings about the 

dependence of medium and small entetprises on labour-intensive methods 

of production, as well as an incentive to be subordinated to ' Iarge-scale 

enterprises as subcontractors in order to escape the instability of man-

agement resulting froin poor and outmoded methods of production. " In 

this case, the permanence of pre-modern production branches is funda-

mentally different from what happens in underdeveloped countries in 

Asia. 
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