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CHAPTER I

1.1. Introduction

In the early 1990s, globalization was greeted with euphoria. Capital flows to
developing countries had increased six-fold in six years, from 1990-1996. Globalization
encompasses many things: the international flow of ideas and knowledge, the sharing of
cultures, global civil society, and the global environmental movement.* This paper focuses
on economic globalization, which entails closer economic integration of the countries of the
world through the increased flow of goods and services, capital, and even labor. The great
hope of globalization is that it will raise livings standards throughout the world; give poor
countries access to overseas markets so that they can sell their goods, allow in foreign
investment that will manufacture new products at cheaper prices, and open borders so that
people can travel abroad to be educated, work, and send home earnings to help their families
and fund new businesses. The main engine for this new phase of globalization is the steady
reduction of the transport costs entailed in the international movement of goods and services,
people, money and capital, as well as information, technology and knowledge. Fujita further
explained that “this continual reduction of transport costs has been promoting the rapid
growth of international trade and investment, leading to the new phase of globalization
involving most countries in the world. Between 1985 and 2003, for example, world trade
increased at an average annual growth rate of 7.7 percent”.? Globalization of the world
economy, however, has not been progressing uniformly around the world. This has been
illustrated by NASA’s satellites, which show three sparkling regions, NAFTA (North-
American Free Trade Agreement) having the largest GDP size (US$11,086 billion), the next
brightest region being the European Union (EU-15), which had a GDP of US$7,926 billion,
and East Asia, which had a GDP of US$7,334 billion in 2000. From the viewpoint of its
development over the thirty-year period from 1970 to 2000, the GDP of East Asia grew most
rapidly (20.7 times), while the GDPs of the EU and NAFTA grew at roughly the same speed
(EU 9.9 times and NAFTA 9.4 times). The rational behind the fastest rate of GDP growth,
according to Fujita, is that economic interdependency and the intra-regional trade share,
which represents the share of international trade (export plus import), has been growing
stronger within East Asia compared with all other countries in the world. For example, the
trend of Japan’s trade value with ASEAN and China rapidly increased; in 1990

! For further information see Stiglitz, Joseph E, Making Globalization Work: The Next Steps to Global Justice, Allen
Lane-Penguin Books, 2006, New York, 2006, p. 4.

2 Fujita, Masahisa, “The Development of regional Integration in East Asia: From the Viewpoint of Spatial Economics,”
paper presented at The 2" World Forum on Chinese Studies, Shanghai Academy of Social Sciences, September 21-22,
2006, pp. 2-3. See also Fujita, M (et al.) (2000). The Spatial Economy: Cities, Regions, and International Trade. MIT
Press.



Japan-ASEAN trade reached ¥ 10 trillion, ¥ 15 trillion in 2000, and ¥17.15 trillion
(US$149.1 billion) (14.5%) in 2005.3 On the other hand, it happened that Japan’s trade with
China also increased from ¥ 2.5 trillion in 1990, to ¥ 8.9 trillion in 2000, and ¥ 21.6 trillion
(17%) in 2005.*

Bilateral trade between Japan and Indonesia has been on an increasing trend, in 2003 it
reached US$23.6 billion, US$27.7 in 2004, US$30.04 billion in 2005, and US$28.4 billion
in 2006.> From this figure, Indonesia alone among the ten ASEAN members clearly shows
the largest increase (19.04 percent) in the total Japan-ASEAN bilateral trade of US$149.1
billion (2005). Indonesian non-oil and LNG export commodities to Japan reached US$18.6
billion in 2004 and US$20.7 billion in 2005. Meanwhile, oil and LNG reached US$ 8.0
billion in 2004 and increased to US$ 9.1 billion in 2005. By contrast, Japanese exports to
Indonesia, which are mostly machinery, electronics, pharmacy, spare parts, and so on,
reached US$ 9.08 billion in 2004 and increased to US$ 9.2 billion in 2005. In fact, Indonesia
had a trade surplus, which mostly derives from crude oil, LNG and other commaodities, but
the values are considered to be very low (2.70 percent), and there is still more room for
improvements, according to the Indonesian President Yudhoyono’s address in front of the
Japan Chamber of Commerce and Nippon Keidanren (Japan Business Federation), when he
visited Japan on November 26-29 (The Japan Times, December 2006). Japan and Indonesia
agreed to boost the bilateral trade value by 2015, by signing an EPA (Economic Partnership
Agreement) schema. By establishing the EPA this year, in 2007, its is hoped that the EPA
will make possible an improvement in the capacity for Indonesia to export more
commodities to Japan, and that the market access will broaden, especially for small and
medium-size enterprises, to allow them to compete in the Japanese market.’

This paper focuses on the leading commaodities, pulp and paper products, which have an
access into the globalized market from the viewpoint of capital flows, goods, services,
technology, and labor. In this chapter, we aim to understand the development of pulp and
paper by using the framework of “political ecology,” which highlights the movement of
actors. For instance, what is the role of direct actors (government and private sector) on the
development of the pulp and paper industry. Also the role of indirect actors (NGOs,
academics and local people) will be examined from the point of view of launching critiques
on the impact of environmental pollution by the companies. The discussion is extremely
interesting when exploring the role of the respective actors from both upstream and
downstream.

i See The Japan Times, December 8, 2006. And ASEAN-Japan Statistical Pocketbook, 2006, p. 49.

Ibid.
% Japan Customs and reprocessing by the Trade Section Officer, Indonesian Embassy, Tokyo, 2006. The 2006 account
covers the period from January until November, the total amount including December may be higher. From the viewpoint
of total trade between Japan and all world countries, Indonesia accounted for 2.70 percent (US$30.04 billion) in 2005.
® See speech from the Indonesian Ambassador in Japan (Mr. Jusuf Anwar), “Japan-Indonesia’s Bilateral Relations,” in
the Japan Times, November 27, 2006.



The development of pulp and paper industries in Japan and Indonesia are quite
fascinating as these include currently the largest producers of pulp and paper such as the Oji
and Nippon Companies from Japan and APP (Asia Pacific Paper) and APRIL from Indonesia,
and are clearly categorized as Multinational Corporations from the viewpoint of obtaining
equity share, labor recruitment, and accessing products to the market.” For instance, the Oji
and APP companies have conducted aggressive mergers with other companies to boost
production, expand their factory branches and markets, obtain better access to raw material
(tree) plantations overseas, and have listed their companies on the International Stock
Exchange Market to obtain equity shares to expand their business.

1.2. Background

Japan launched her development and modernization in many sectors for civil purposes
from the 1950s, after World War Two. From the 1930s to the end of the Second World War,
90 percent of Japan’s industrial production capacity was allocated to military purposes
(Hoshino, 1992: 65). Focusing on pulp and paper became one of the very important strategic
decisions, and currently this sector is ranked number 13 among the 20 largest manufacturing
industries in Japan, which totals Y6.8 trillion and absorbs 34,839 employees. Referring to
the emergence of the pulp and paper industries, it was noted in a valuable speech in the
memoirs of Shibusawa Eiichi one of the founders of the new Japan) that, “in order to attain
Japan’s development as a modern nation, we have to do a lot of things. The important thing
is to promote the printing industry in order to publish a great number of newspapers and
books which are conveniently available to everyone.”®

During the 1960s, Japan’s GNP growth rate was over ten percent, while the growth rate
for European countries was five percent. It is obvious that with this high an economic
growth rate within such a short period some social problems were bound to result. By the
late 1960s, labor shortage had become one of the major problems, and automation was
extensively introduced in both production as well as administrative branches. By then, the
motorization of Japan had also substantially progressed. Besides, natural resources such as
crude oil, iron ore, wood chips, and high quality coal were imported and major industries
were built very close to residential a, reas along the Pacific Ocean coast from Tokyo, through
Yokohama, NagoyaKobe, Osaka and on to Kyushu (Kitakyushu, Fukuoka, etc.). The
Japanese consumption of resources from Southeast Asia and other regions has had a great
impact on both the economic development and environment of the region. At issue here is
one central fact—namely that whereas Southeast Asia is rich in natural resources, Japan is

" For further information, see Ramstetter, Eric D & Sjoholm, Frederik, Multinational Corporations in Indonesia and
Thailand: Wages, Productivity and Exports, New York: Palgrave Macmillan, 2006, pp. 3-5.
® See the History of Oji Paper, Published by Oji Paper Co, 2004, p. 163.



one of the world’s most resource-poor and least self-sufficient countries. Hence resource
acquisition has been a vital part of Japan’s national economic development and foreign
policy throughout the history of the country’s industrialization, and Southeast Asia has been
a natural focal point in this strategy (Cameron, 1997: 69).

On the other hand, among Southeast Asian countries, especially Indonesia as one of the
newcomers, her industries were launched since the late 1970s, while Japanese investment
was entering, and initially began with local partners for developing many industrial sectors.
Japan has been an important influence in environmental changes in Southeast Asia through
the impacts of consumption, overseas economic activity, and international environmental
policy. Japan is a major economic force, contributing approximately 13.8 percent of the
world’s economy with ASEAN countries, and just 2.70 percent with Indonesia.’

Pulp and Paper Industries

In 1987, based on the report, there were 36 pulp and 41 paper factories in Indonesia.
Among these factories, 12 were integrated into larger pulp and paper companies, such as
Indah Kiat, Kertas Kraft Aceh and Kertas Leces. As an illustration, the Board of
Coordination and Capital Investment (BKPM) stated that until July 1991 there were 82
approved pulp and paper companies. 72 factories built with domestic investment (PMDN)
were approved, with total investment recorded at Rp.15.5 trillion and 10 factories built with
foreign investment, with total recorded investment at Rp.4.8 trillion. Total investments for
the pulp and paper industry were Rp.20.3 trillion. Meanwhile, production capacity for all
factories was 7,521,402 tons annually. Most paper produced in these factories was industrial
paper, 4,483,177 tons annually, or 59% of production. In contrast, paperboard production,
such as newspaper and writing paper, was 2,884,532 tons, or 38%. Other paper, such as
tissue, cigarette paper and household paper production totaled 153,702 tons annually, or 28%
(Perjalanan Secarik Kertas, 1992: 34-36).

Environmental Impacts

During the first phase of high economic growth in the 1950s and 1960s (in the case of
Japan), the greatest environmental pollution problem was caused by dust and other airborne
particulate matter. The main source of energy at that time was coal. This situation continued
into the 1960s, so that by 1961 a major iron and steel complex in Yahata, northern Kyushu,
was pouring 27 tons of particulate matter per day into the city’s air, and in Kawasaki City,
Fuji City, and in the Tokyo Bay industrial area the Edogawa River and Tagonoura Harbor
were also polluted with 23 tons. Along with the black smoke there was also a great amount

® See ASEAN-JAPAN Statistical Pocketbook, 2008, p. 10.



of red smoke that spread over the sky (Hoshino, 1992: 68-69). Sulfurous acid gases are
invisible and take their toll in silence, but black smoke can easily be seen and therefore
everybody recognizes it as a health hazard. The effluents from sulfuric-acid-based pulp
processing industries are the same in this regard, that is, they are not directly and
immediately apparent as the cause of environmental problems. If annual production levels
reach 100,000 tons, over 160,000 tons of wastes are produced. These red and black wastes
discharged from the pulp-using production units found their way into natural waterways
such as rivers and then into ocean systems. In this manner rivers and ocean estuaries were
visibly polluted, and this destroyed fish resources, thereby compromising the viability of the
fishing industry.

Protest on environmental pollution was launched demanding ‘compensation’ from
fishermen, farmers, grassroots movements and NGOs. Because of all this destruction, the
role of the government and National Diet (Parliament) was necessary to make legislation
that was enacted in 1958 on governing water quality and industrial effluents. Eventually the
Environment Agency was established in 1971, the main task of which is to inspect pollution
issues.

In the case of environmental pollution which also occurred among ASEAN countries,
especially in Indonesia where it was the cause of deforestation, subsequently affecting
environmental damage such as flood and soil erosion in the rainy season and drought and
forest fires in summer. This critical condition caused suffering for local people in the
summer season, especially for those living in the hinterland among forest areas, which are
the so-called “high cost” economic burden areas because of the water transportation cost
from the cities to the villages such as in Kalimantan, Sumatra and Papua.

1.3. The Scope, Goals and Objectives

The scope of this study is limited to the area of Japan and Indonesia. Both
countries have currently emerged among the largest pulp and paper industries in Asia in the
early 2000s. In the case of Indonesia, which has vast forest areas (120 million hectares)
providing raw materials for forestry industries (logging, plywood, pulp and paper), most of
these products are exported to Asia, especially to the Japanese market.

The goal of this research is to examine the applicability of lessons from Japan’s
experience with pulp and paper industries to Indonesia.

To fulfill this goal, research objectives are mentioned below:

1) to clarify direct actors’ role (government and private sector) on the pulp and paper
industry policy in both Japan and Indonesia;

2) to analyze firms and the industrial level from the viewpoint of the development (capital,



raw materials, production, R&D, and so on) of pulp and paper industries;

3) to explore the environmental pollution impacts of pulp and paper industries in Japan and
Indonesia.

4) to discuss the critiques from indirect actors (NGOs, academics, and local people)
regarding environmental pollution;

1.4. Methodology
Theoretical Framework

This study uses “political ecology” as an analytical framework. We must clarify what
we mean by political ecology. Many scientists (Paterson, 2000; Bryant, 1997; Vayda, 1983;
Blaikie and Brookfield, 1987; Abe Ken-ichi, 2003) define it differently. Paterson (2000)
notes that, “political ecology (is) an approach that combines the concerns of ecology and
political economy to represent an ever-changing dynamic tension between ecological and
human change, and between diverse groups within society at scales from the local individual
to transnational as a whole.” Other scientists define “political ecology” as “a framework to
understand the complex interrelations between local people, national and global political
economies, and ecosystems” (Blaikie and Brookfield, 1987). The concept has been adapted
in a variety of ways, such as Third-World political ecology, where (Bryant, 1992) notes that:
“political ecology may be defined as the attempt to understand the political sources,
conditions and ramifications of environmental change.” Most current political ecology tends
to overlook ecological dynamics and focus upon the structure of human systems (Rocheleau
et al., 1996). Abe Ken-ichi (2003) defines political ecology, as “a collective name for all
intellectual efforts to critically analyze the problems of natural resource appropriation and
political economic origins of resource degradation, be they for the purpose of academic
study or practical applications.”*® In other words, political ecology is concerned with the
political dimensions of natural resource use and the subtleties of those politics. Apparently,
the scope of political ecology has been referred to as ‘a method of analysis,” rather than a
unified scientific discipline or sub-discipline, which is usually characterized by a set of
related ideas, premises, and theories.

Meanwhile, (Vayda, 1983) commented that political ecology is similar to a method
applied by human ecologists analyzing policy-relevant environmental questions known as
‘progressive contextualization.” This approach starts with actors, in this case direct resource
users, and considers the contexts within which they act or do not act in a particular way

0 Abe, Kei-ichi (et al.), The Political Ecology of Tropical Forests in Southeast Asia: Historical Perspectives, Kyoto
University Press, Japan, 2003, p. 3-4



towards a resource. This approach also attempts to explain why people use the environment
in particular ways, sometimes causing resource decline or degradation detrimental to their
own and others’ uses of the resources (Peluso, 1992).

From the above definitions, apparently, Bryant’s definition, which emphasizes ‘putting
politics first” on the political ecology of sustainable development aspects is more appropriate
to pulp and paper industries in Japan and Indonesia. There are three reasons for this. First,
that “political and economic pressure’ from the government’s political elite in Indonesia has
been predominantly colored on the pulp and paper industries for three decades. Second,
Japan is a particular case in which the development of the pulp and paper industries was
predominantly initiated by the private sector, compared with the intervention by the political
elite in Indonesia. Third, the implication of political and economic pressure, particularly in
Indonesia, upon the ‘ecological’ perspective was ignored by government bureaucrats and the
private sector, which subsequently had negative effects, such as forest degradation and
deforestation.

‘Political ecology’ is a framework with which to approach the subjects mentioned. It is
a generic term used in this research to connect two levels of study. This study highlights the
viewpoint of politics on the study of environmental disruption. It includes small-scaled
studies centered on local society, such as pollution in Edogawa River in Urayasu, Chiba
Prefecture, Japan, and the Siak and Kampar Rivers in Riau (e.g., cultural anthropology,
applied anthropology) and a large-scale study from the national, regional and worldwide
standpoint, such as pulp and paper products distribution and raw materials (e.g., political
economy). After reviewing existing studies, | will adopt in this study a framework focusing
on the movement and logic of stakeholders (actor analysis) among other frameworks of
political ecology.

Actors’ Movements

This paper will concentrate on actors’ movements with concern for two issues, namely
the identification of actors and the role of actors. Observing the above description, there are
two critical reasons for the identification of actors’ movements in the pulp and paper
industries in Japan and Indonesia. Firstly, it is necessary to clarify whether direct actors can
be categorized as the government, local people, or business (local and transnational).
Secondly, it is necessary to review indirect actors such as grassroots movements, and the role
of local government, academics, NGOs, and local people (Figure 1.1). On the other hand, it
is very significant to monitor the role of NGOs, academics and local people in responding to
environmental pollution implications from the pulp and paper industries.



Figure 1.1: Conceptual Framework of Political Ecology of Pulp and PaperlIndustries
and Its Environmental Problem.

The government (jointly performed by the executive and legislative branches) as an
actor on pulp and paper sector policy is represented by launching legislation and issuing
permission, monitoring and giving sanctions to the pulp and paper industries. On the other
hand, businessmen represent the private sector, which has legal concessions with time limits
of 25 to 30 years on operating logging, industrial timber plantation (HTI), and implementing
the replanting of trees in the state productive forests, based on laws and regulations. The
operational mechanisms are carried out in the logging, timber, and pulp and paper industries,
and the paying of taxes for government income in the Forestry and Industry sector. In
contrast, the government (Department of Forestry and Department of Industry) are
responsible through their apparatus for controlling all these operations and sanctions.

In Indonesia, the Constitution of 1945, article 33 (item 3) notes that: “land and water
and the natural resources therein shall be controlled by the state and shall be made use of for
the greatest welfare of the people.” It was also written in the Basic Agrarian Law (1960) in
terms of land-use rights, that all forested land and natural resources are ultimately owned by
the state as “an Authoritative Organization of the entire nation.” Other sections involving
forestry include: “In order not to harm the public interest, excessive ownership and control



of land are not permitted.” In this case, based on the two reviews of the basic Forestry Law,
the role of the state in the forestry sector is significant concerning the utilization of natural
resources for the welfare of the people. Based on Forestry Act/No. 41/1999, the state allows
the private sector (businessmen), to promote capital accumulation, control of forest
management, and gives sanctions to the private sector if they breach the regulations.

Seemingly, indeed there is a relationship between both roles, whether direct or indirect,
of pulp and paper industry actors. If both parties truly cooperate and create symbiotic
relations in the near future based on sustainable forest management, deforestation will be
prevented and a reforestation program to provide raw materials for the pulp and paper
industries will be implemented in Japan and Indonesia.

1.5.The Expected Results

1) to provide information on the significant role and interaction among stakeholders on the
pulp and paper industries;

2) to provide information on the necessary critiques for better improvement of pulp and
paper management from the grassroots movement, local people, NGOs, and academics;

3) to recommend better implementation of sustainable pulp and paper industry
development in the future;

1.6. Method of Research

The main data and information for this study will be obtained through the following

methods:

1) Downloading from Internet websites;

2) Literature review of many books, journals, newspapers in the library and resources at
IDE library, as well as other libraries in Japan and Indonesia;

3) In-depth interviews with purposive sampling among pulp and paper industry
stakeholders;

4) Field observation for case studies on the pulp and paper industries in Japan and
Indonesia.



PART ONE: PULP AND PAPER IN JAPAN

CHAPTER 11
JAPANESE INDUSTRIALIZATION

Introduction

The paper industries were rapidly developed in Japan. Currently, Japan is placed in
third rank, and produces 30.8 million tons of paper, being among the major producers of
pulp and paper in the world. Pulp and paper is categorized number thirteen (13) among the
largest manufacturing industries in Japan, total (sales?) reaching Y6.8 trillion and absorbing
34,839 employees. From this perspective, it is significant to discuss the role of government
as direct actor, especially the Meiji government. This government launched ‘affirmative
action’ towards political stability and economic development. In the case of economic
development, the Meiji government launched its policy by establishing facilities such as
banking, infrastructure, inviting foreign experts to build factories, and even sending scholars
to study western civilization. This paper focuses on the role of government in launching
policy and regulations for paper industries in Japan.

2.1. The Role of Government

The role of government in Japanese economic development has been regarded as very
significant. Initially, the group of leaders who brought about the Meiji Restoration formed
“the government,” and it laid the foundations for economic development at the same time
that the Restoration occurred. Earlier successes provided the basis for subsequent economic
policy. From this perspective, one might hold that economic development in Japan is wholly
attributed to the strong guidance given by the government.

The first steps in modern economic development were possible when the country was
united under the very strong and far-sighted centralized Meiji government, which aimed at
‘the enrichment and strength of the nation’ through military and economic development.
Particularly important is the fact that the Meiji government was active not only in framing
political and economic policies, but also in implementing social changes. The government
maintained political stability, built a mass education network, an industrial order, and
achieved political strength and empire. By the end of the Meiji Period (1868-1912), Japan
was one of the world’s great powers, the envy of some neighbors, and master of others.™

1 For further information about the “Transition of Tokugawa rule to the Meiji era,” see Marius B. Jansen “Tokugawa and
Modern Japan,” in John Hall & Marius Jansen (ed.), Studies in the Institutional History of Early Modern Japan, New



These achievements, the role of the government in Japanese political stability and
economic development (industrialization), have been regarded as having been very
significant. The government led the industrial development. They modernized the old
factories set up by the shogun and lords. They built paper industries (1872), a railway from
Tokyo to Yokohama in 1872, improved the roads, established the post office (1871),
constructed ships for a navy and merchant marine, founded Tokyo Electric Light (1886),
Tokyo Gas (1885), built textile mills before 1890, and later, iron and steel works,
engineering plants and shipbuilding yards, especially in north Kyushu and in the Osaka and
Tokyo areas (Prue Dempster, 1969: 175-176). In 1877 the government sponsored a great
exhibition in Tokyo to spread the knowledge of new farming and industrial methods. The
government also sold the new factories cheaply and many passed to ex-samurai families,
who gradually gained more and more influence as they built up trade, industry and banking
concerns, and became the great financial groups or Zaibatsu,** of which Mitsui, Mitsubishi,
Sumitomo and Yasuda were the largest. Almost every industry in Japan today had its
beginnings in those established by the Meiji Government.

A steady flow of capital was essential for the continuation of this rapid industrialization.
Little came from abroad but at home, although at first it came from taxes and samurai bonds,
soon industry made a vital contribution from its profits. As they paid little to their workers,
who were used to living frugally, most of the profits could be ploughed back into industry
and the rate of capital formation was very high. Therefore, in many cases, private enterprises
went along with government policies in building the infrastructure for industrialization, and
then went their own sweet way once that foundation had been built. The fact that the Meiji
government was dictatorial but not ‘totalitarian’ implies that there was room for other
economic forces to operate. Moreover, such freedom was admitted in a wide range of
economic activities. This is one reason why the Japanese economy could enjoy some
advantages associated with competitive markets without falling victim to monopoly capital
or extreme protectionism. The importance of a government in economic development is
usually judged by the great number of policies it has adopted. In Japan, there is considerable
discrepancy between the declared policies of the government and the way in which those
policies were in fact administered. However, it is generally believed that the economic
development of Japan can be explained largely by the role of the government.

Further, the role of group of Japanese modernizers such as Fukuzawa Yukichi,
Shibusawa Eiichi, Tokugawa Yoshinobu, Okuma Shigenobu, Ito Hirobumi, Soejima
Taneomi, Mori Arinori, and so on, who contributed to the Meiji Restoration and the
formation of “the government,” and the government laid the foundation of economic

Jersey: Princeton University Press, 1968, p. 318.
12 7aibatsu means the big traders, which eventually became the big groups of financial and private companies in the
Meiji era such as the Mitsubishi, Mitsui, Sumitomo, Yasuda, etc.



development at the same time as the Restoration occurred.’* Nakayama highlighted this by
considering briefly the policies of the government in the early years of the Meiji period. First,
the government sought to maintain the country’s independence. Second, it sought to ensure
that the social order was maintained domestically, and strove to promote political unification
as the basis for economic activity. Third, it removed the legal restrictions on changing
employment, and thoroughly reformed existing institutions. Fourth, it established a
foundation for greater productive efficiency by making sweeping revisions in the legal,
educational, tax, and currency systems (Nakayama, 1975: 121-122). From this perspective,
the role of the Meiji government was not necessarily considered to be totalitarian, despite its
politically dictatorial character. This is of some importance for an overall evaluation of the
government’s role in Japan. The great emphasis placed on the role of the Meiji government
in laying the foundations for development stands equally beside the role of the private sector.
However, these foundations alone did not sustain Japan’s economic growth. There must have
been other vital elements which worked to promote further progress after the basic
foundations had been laid. The major issue, then, is the relationship between the government
and these other vital elements such as the role of the private sector.

2.2. Government and the Private Sector

The success of the government in laying the basic groundwork during the early years of
Meiji, along with the support which was enlisted from the public, was ultimately due to the
close coordination of its efforts with those in the private sector. This meant that the
government had responsibility towards the private sector in the encouragement of creative
private initiative, enterprise and implementing business decisions. Thus, any assessment of
the government’s contribution to economic progress necessitates a closer examination of the
role played by private enterprise, and consideration of the relationship between the
government and the private sector. Therefore, we must pay attention to the variety of
institutions through which the government either directly or indirectly influences the
decisions of private sector. The tax system, tariff policy and general industrial policy,
including the relative weight given to agriculture and the small or medium-sized enterprises,
all deserve mention (Nakayama, 1975: 124-125).

One of the first steps of the Meiji leadership was the concentration of the major
productive facilities in the hands of the government. So, the government forged ahead with
national policies and production targets which were largely non-economic in nature. Its

¥ They were brilliant young boys who were sent to abroad (to the United States and Western Europe to study Western

sciences and industrialization) at the end of the Tokugawa era and eventually became pioneers of ‘modernization’ in the
transition to the Meiji government. For further information, see Harootunian, Toward Restoration: The Growth of
Political Consciousness in Tokugawa Japan, Los Angeles: University of California Press, 1970:321-327.



initial intention was to firmly assert its leadership over the private economy. Its policies for
manufacturing were similar to those pursued by the German government, which from the
beginning sought to establish government control to some extent. The necessities of
guidance by the state were accepted as a basic premise, primarily with an eye on developing
the productive power of the nation. Obviously, from this basic premise emerged the close
contact between the state and the large enterprises, the intimate relationship which later
developed between the major banks and the industrial giants, and the appearance of various
semi-official organizations which sought to promote cooperation and autonomous control in
all private industries.

By way of contrast, it is interesting to note that the Meiji government made no attempt
to interfere with or control the smaller enterprises. The only exceptions were in the silk and
tea industries which provided a stable source of exports during the initial years. Within these
two industries, which were characterized by a vast number of small enterprises, the
government also sought to set up a system of ‘autonomous’ control similar to those found
among the large enterprises. In this case, as among the large firms, the government not only
promoted cooperation and autonomous control, but even positively promoted business
mergers in some industries which were in need of large amounts of capital and technological
renovation. Thus, the relationship between the government and the large enterprises rapidly
deepened. This in turn accelerated the emergence in the long run of a firmly implanted
plutocracy; particularly the zaibatsu, which stood quite apart from the government so that
the entrepreneur or respectable businessmen could not openly occupy a top position in the
political arena. The entrepreneurs in the zaibatsu, which had close contact with the
government, came from the samurai class in most cases. They shared with the political elite
the same social standing and cultural background. Nonetheless, the samurai class could not
occupy authoritative political positions while still being entrepreneurs. This basic fact
suggests that the relationship between the government and the big enterprises was much
more narrowly defined than might have been expected from a limited consideration of the
government’s political objectives alone. In this case, the scope for independent initiative by
those in private industry, as well as their ability to compete among themselves and with the
government, had not been greatly limited (Nakayama, 1975: 126-127).

In many cases, private enterprises went along with government policies in building the
infrastructure for industrialization, and then went their own sweet way once that foundation
had been built. They were, in order words, quite opportunistic. Thus, while the controls of
the government were considerable, in fact only a few industries were subject to the direct
control of the government, at least on paper, because they were very strategic industries.
Paradoxically, it might rather be said that Japanese enterprises enjoyed comparatively greater
competitive freedom in the prewar period despite the seeming omnipresence of government
controls. Moreover, it might also be pointed out that the government devoted great efforts to
creating favorable conditions for free enterprise, and eagerly awaited the fruits of such



competition.

After the establishment of many new industries in Meiji times the period from 1880 to
1931 was one of political stability and expansion of industry in scope and in scale. For
instance, the Sino-Japanese war of 1894-1895 provided an impetus to industrial
development, while the unexpected success of the Japanese encouraged them to even greater
patriotic fervor and brought the country to the notice of the great powers as a new force to be
reckoned with the Far East (Prue Dempster, 1969: 176). She extended her frontiers, using
her new military power, to build up an empire in the east. She gained control over Formosa
(Taiwan) in 1895. In 1905 she defeated Russia and acquired Southern Sakhalin and in 1910
moved into Korea. This brought her growing power to the notice of the West.



CHAPTER I1I
DEVELOPMENT OF THE PULP AND PAPER INDUSTRY

Introduction

The role of academics such as Eiichi Shibusawa, whose brilliant ideas would encourage
the conditional sphere to establish entrepreneurship among Japanese, was crucial. Among
the entrepreneurship ideas was one to establish the Oji Paper Company as the pioneer of the
pulp and paper industry in Japan. This paper discusses the development and significance of
the paper industry, raw material, and its impact on the environmental problem.

3.1. The Pioneer of Pulp and Paper

As previously discussed, the role of Japanese modernizers who formerly studied in
Western Europe and the United States was very significant in the launching of the
modernization of Japan. In this sense, one of the great figures who built the Meiji economy,
Shibusawa Eiichi (1840-1931), was unique. He started his post-Restoration career in the
Finance Ministry, but soon left it to become a banker-entrepreneur.'* He founded one new
company after another; in all, he was associated with more than five hundred enterprises. Yet
he created no industrial empire. Among the companies he supported the foundation of were
the Qji Paper Company (1872), Tokyo Marine Insurance (1879), Tokyo Gas (1885), Tokyo
Electric Light (1886), Tokyo Chemical Fertilizer (1887), Shinagawa Glass (1888), and
Ishikawajima Shipyard (1893). The two spearhead industries of Meiji economic
development were cotton spinning and railroads. Shibusawa was active in both. Shibusawa
was also instrumental in establishing the Tokyo Stock Exchange (1878) and the Tokyo
Chamber of Commerce (1878).

Focusing on the development of pulp and paper industries, it is better to refer to a
valuable speech of Eiichi Shibusawa as one of the founders of the modern Japan. He said,
“Western civilized nations have attained their full development in every field. This is
because they have devoted themselves to the cultural and scientific development by
promoting the spread of higher education. In Japan we have to strive for cultural and
scientific development. In order to attain Japan’s development as a modern nation, we have
to do a lot of things. The important thing is to promote the printing industry in order to
publish a great number of newspapers and books which are conveniently available to

¥ For further information about the role of Shibusawa Eiichi in business, see Teruko Craig (translator), The
Autobiography of Shibusawa Eiichi: from Peasant to Entrepreneur, University of Tokyo Press, 1994, pp. ix-X.



everyone.”*

These words were very influential in encouraging private companies and Japan’s
government to launch modernization programs, one of which was to further develop the pulp
and paper industries. Currently, these industries hold a very strategic position and are
subsequently categorized number 13 among the 15 largest manufacturing industries in Japan,
whose total sales amount to Y6.8 trillion and which have absorbed 34,839 employees (Table
3.1). The largest manufacturing industry shown is transport machinery whose total sales
amount to Y49.5 trillion, general machinery, Y24.8 trillion, in second place, and chemicals,
Y23.1 trillion, in the third rank.

Based on Pulp and Paper Statistics 2006, which reported that the development of this
industry reached 21 units for pulp manufacturers with a production of about 10.6 million
metric tons in 2004, rapidly increasing to become 10.7 million in 2005. Although, at the
same time Japan imported about 2.5 million metric tons of pulp from many countries in
2004, this decreased to 2.3 million in 2005 (Table 3.2).

Table 3.1 Pulp and Paper among the largest Manufacturing Industries in Japan

Manufactures Total Amount Y (trillion)

1. Transport Machinery 495
2. General Machinery 24.8
3. Chemical 23.1
4. Foods 21.9
5. Electric Appliances 17.5
6. Electronic Parts, Devices 17.3
7. Information Communication Machinery 12.6
8. Metal 11.9
9. Steel 11.6
10. Beverage, Tobacco, Feed 10.

11. Oil Products, Coal Products 9.6
12.Plastic Products 9.6
13. Pulp, Paper, Paper Converted Products 6.8
14. Ceramics 6.7
15. Printing and Allied Industries 6.6

Source: Census of Manufactures Report by Industries (METI, 2003); See also Japan Pulp and Paper Co.,
Ltd, 2005, p. 5.

!5 For further information, see The History of Oji Paper, published by Oji Paper Co., Ltd, 2004, p. 163.



Table 3.2 Pulp Imports by Origin (2005)

(In metric tons)

Origins Grand Total
Canada 820,470
US.A 585,524
Brazil 322,861
New Zealand 229,396
Indonesia 132,835
Chile 95,426
Russia 57,658
Sweden 48,370
Finland 15,548
South Africa 10,960
China 6,294
Other 34,714

TOTAL 2,360,056

Source: Ministry of Finance, 2005; Pulp & Paper Statistics 2006, p. 11.

Meanwhile, paper and paperboard manufacturers rapidly developed to 419 units and
their production was 31.3 million M3 tons in 2005 (Table 3.2). Japan also at the same time
exported recovered paper to other countries (Table 3.3).

Table 3.3 Recovered Paper Products

(In metric tons)

Year Total net paper and paperboard supply for domestic consumption
2001 31,071,938
2002 30,666,872
2003 30,929,580
2004 31,383,951
2005 31,380,357

Source: Ministry of Economy, Trade and Industry; Ministry of Finance 2005; Pulp & Paper Statistics 2006,

p. 12.



Table 3.4 Recovered Paper Exports by Destination 2005

Countries Amount (in metric tons)

China 3,108,449
S. Korea 177,430
Taiwan 169,819
Thailand 165,181
Vietnam 53,272
Philippines 22,982
Indonesia 7,656
Other 5,693

TOTAL 3,710,482

Source: Ministry of Finance 2005; Pulp & Paper Statistics 2006, p. 12.

Table 3.5 Top 12 Companies Financial Results for March 2005

(Billion Yen).
Company Sales Profit after tax ~ Total assets Employees Profri;tti%sales

Oji Paper Co 1,185.1 43.3 1,606.2 18,634 2.7
Nippon Paper 1,179.7 24.4 1.530.0 13,774 1.6
Daio Paper 395.4 4.3 638.1 7,974 0.7
Rengo Co 391.2 10.9 424.7 9,385 2.8
Mitsubishi Paper 234.7 24.7 319.5 4,902 -

Hokuetsu Paper 151.2 7.0 221.4 2,782 4.6
Chuetsu Pulp & Paper 110.6 15 156.5 1,916 14
Kishu Paper 50.9 0.7 63.4 1,470 -

Tokai Pulp Co 54.1 0.9 72.4 1,134 1.7
Tomoegawa Paper 44.0 0.6 41.9 1,172 14
Tokushu Paper 221 1.4 53.5 543 6.3
Mishima Paper 36.1 0.9 39.2 861 25

Source: Pulp & Paper Statistics 2006 (Japan Paper Association), p. 18.

It is obvious that pulp and paper industries in Japan have developed rapidly, and there
are three reasons for this. Firstly, the government provides a conducive condition for growth
of these industries by incentive credit from banks, tax laws, and provides good infrastructure
(ports and roads). Secondly, the sustainability for procuring raw materials (wood trade) from
overseas as well as domestically by their huge tree plantations for raw materials. Thirdly,
research and development respective to the pulp and paper industries is well managed. See



the following table for the top 12 Paper Companies’ financial results for March 2005 (Table
3.5).

3.2. Raw materials (Wood Trade)

Japan’s total wood demand was 105,382,000 m3 in 1987. Only 31% of this was
produced domestically; the other 69% was imported (Table 3.6 and figure 3.1). Table 3.6
shows changes in the volume of Japanese wood imports (1960-1999). In 1960, Japanese
wood demand reached 71,303,000 m3, but continued to increase until it exceeded
110,497,000 m3 in 1972. Because of an economic recession caused by the first oil shock of
the 1970s, the demand for wood then decreased until the mid-1980s, before increasing again
in the late 1980s. Since then self-sufficiency has fallen steadily, and by 1996 it had dropped
to 21%. If Japan imports such a large amount of wood, what is her position in the global
trade of forest products? Table 3.7 shows the five leading wood-importing countries for three
different types of wood materials in 1998. Japan ranked first in importation of roundwood
(log) and chip and particles, and was second to the United States in importation of sawn
wood. Obviously, when the volumes for the three materials are totaled, Japan ranks first,
outstripping the US.*®

Table 3.6 Changes in Total Wood Demand in Japan 1960-2005

(1,000 m®)
Year Total Wood demand Wood import Volume Self-sustenance rate (%)
1960 71,303 7,541 89
1966 82,470 25,041 70
1972 110,497 63,354 43
1978 106,344 71,363 33
1981 94,586 60,603 36
1984 93,963 58,772 37
1987 105,382 72,212 31
1997* 109,905
1999 97,812
2000 99,263
2003 87,191
2004 89,799
2005** 86,305

Note: Volume calculated in terms of roundwood volume.
Source: Forestry Agency (various years), Ringyo tokei-yoran; See Also Yoshiyai lwai (2004), Forestry and
the Forest Industry in Japan, p. 246; See also Forestry Agency (Ringyo-Cho) (from * to **).

%8 For further information, see Yoshiya lwai and Kiyoshi Yakutake, “Japan’s Wood Trade,” in Yoshiya Iwai, Forestry and
the Forest Industry in Japan, Canada, UBC Press, 2002, pp. 245-246.



Figure 3.1. Trend of Supply/Demand and Self-Sufficiency Rate of Wood in Japan
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Source: http.rinya.maff.go.jp; See Lumber Supply and Demand Chart.

Table 3.7 Changes in the volume of Japanese wood imports, 1960-1999

(1,000 m%)
Year Roundwood Sawn wood Chips Wood-based panels
1960 6,223 156 - -
1969 33,741 2,066 4,114 63
1975 35,650 2,612 11,340 165
1978 42,653 3,857 13,116 85
1981 29,220 3,898 12,508 191
1987 32,292 7,397 14,026 2,444
1990 28,999 9,082 19,043 4,066
1996 21,336 12,281 26,445 7,463
1999 16,551 9,740 25,295 6,034

Source: Forestry Agency (various years), Ringyo tokei-yoran; Food and Agriculture Organization (FAO),
FAO Yearbook, Forest Products; Yoshiya lwai and Kiyoshi Yukutake, Loc Cit.



Table 3.8 Leading Wood-Importing Countries, 1998 (volume, 1,000 m3)

Roundwood Sawn wood Chips and Particles
Rank | Country Import (Vol.) | Country Import (Vol.) | Country Import (Vol.)

1 Japan 15,190 USA 44,940 Japan 22,610
2 Finland 9,328 Japan 7,765 Canada 1,749
3 Sweden 9,300 Italy 7,295 China 1,699
4 China 7,150 UK 7,031 Italy 1,134
5 Canada 6,278 Germany 5,822 S. Korea 885

World Total 89,329 115,760 37,883

Source: Food and Agriculture Organization (FAO) (1998), FAO Yearbook, Forest Products.

MAFF (Ministry of Agriculture, Forestry and Fisheries) divides timber demand into
two broad categories: (1) industrial use or youzai; and (2) ‘others.” The latter includes
firewood and logs for the production of Shiitake mushrooms. The demand for these products
will usually be satisfied in local markets and so although the level of demand is not small, it
has no great significance for the international timber trade. The former category of youzai is
further divided into seizaiyouzai, or sawn logs and finished and semi-finished solid wood
products, pulp and chips, veneer logs and ‘other uses.” Other uses include transmission poles,
pit props, timber piling and scaffold poles. These figures for 1996 are shown in Table 3.9.

Table 3.9 The Demand for Timber in Japan and various timber uses

Category Demand (000 m3 RWE) Domestic Production (%)

Industrial Wood (Youzai) 112,324 20.0

Sawn logs and lumber (seizaiyouzai) 49,758 325

Veneer logs and plywood 15,726 1.4

Pulp logs and Chips 43,822 129

Other 3,018 14.2

Other uses

Firewood 749

Shiitake bed logs 967

Total 114,040 21.2

Source: Forestry White Paper (1996); See Blandon,P.R, Japan and World Timber Markets, UK: CA
International Press, 1999, p. 28.



3.3. Wood Chips

At present, the paper manufactured in Japan is made from 60% used paper and 40%
wood pulp. In addition to using timber harvested from planted forests, wood pulp can be
made from low-quality timber from natural forests and lumber residuals. In Japan, 71.1%
(2005) of paper is recycled; this is one of the highest recovery rates in the world."
Moreover, as used paper is recycled again and again, the fibers rub against each other and as
a result their cohesive strength gradually deteriorates. For this reason, it is estimated that
paper can only be recycled three to five times. In modern Japan the demand for paper has
risen at the same pace as GDP; in particular it grew rapidly from the 1980s to the 1990s. In
recent years, it had been assumed that increasingly widespread use of Information
Technology (IT) equipment and the accompanying shift toward the paperless office would
lead to a fall in demand for paper, and yet this has not happened: demand continues as ever
at a high level, for example in 2004 the consumption of paper reached 31,383 million metric
tons and in 2005 reached 31,380 million.

Figure 3.2 Overseas Afforestation Areas
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Source: JOPP (Japan Overseas Plantation Center for Pulpwood), 2005, p. 9.

7 See Overseas Plantations for a Sustainable Society of the Future: Forest Plantations and Pulp and Paper, published
by JOPP (Japan Overseas Plantation Center for Pulpwood), 2005, pp.4-9.



Apparently, to overcome these raw material constraints, Japan’s papermaking
companies are working to ensure the efficient use of timber resources through such steps as
increasing the ratio of used paper in their products and using lumber scrap. At the same time,
based on the principle of “create what you use,” for sometime now they have been involved
in afforestation™® projects principally aimed at securing a stable supply of high-quality wood
chips as raw material. These plantation projects are not only being conducted in Japan, but
also overseas. Based on a JOPP report, at the end of 2005, there were 33 forest plantation
projects conducted overseas by Japanese companies connected with papermaking. These
were located in nine different countries, mainly in the southern hemisphere—particularly
Australia, Southeast Asia, South America, and South Africa. The total area of these
plantations was 570,000 hectares (Figure 3.2).

The list of companies involved in these projects includes not only papermaking related
firms but also trading companies (Itochu Corp, Mitsui, Marubeni, Sumitomo, Mitsubishi,
and so on), electric power companies (Tohoku Electric Power, Osaka Gas, Tokyo Electric
Power, Chubu Electric Power, Chugoku Electric Power, Shikoku Electric Power, and so on),
publishers (Kodansha Ltd) and printers (Toppan printing), automobile manufacturers
(Toyota Motor Corp, Honda), manufacturers of office automation equipment (Fuji Xerox),
and mail-order retailers. An increasing number of companies that do not directly use timber
as a raw material for paper are joining these projects, and this reflects the greater priority
being given to the role of forests as absorbers of CO2, and thus as a means to prevent global
warming.

3.4. The Significance of the Pulp and Paper Industry

It is clearly shown that the pulp and paper industries are very significant in the modern
history of Japan. As an architect of this industry, Shibusawa Eiichi advocated “Dototku
Keizai Goitsu Setsu” the theory of the Harmony of Morality and Economy, all his life. It is
said that the number of business enterprises in which Eiichi was involved in founding and
fostering exceeds 500. Currently, Japan has the world’s third largest paper and paper board
production, about 30.8 million tons in 2004, and per capita consumption has reached 247 kg.

The production systems of Japan’s dominant paper manufacturers are integrated from
pulp through to paper and paperboard production.® In 1995 the producing companies’
integrated mills consumed 86% of total pulp production. Some paperboard manufacturers
who use wastepaper, however, produce very little pulp at their mills. No Japanese firm

18 Afforestation means conducting reforestation programs (planting trees such as Eucalyptus globulus, Acacia mangium,
Pinus radiate, etc.) for wood chips as raw materials in previously forested areas which have currently became critical land
or covered by bushes.

!9 Grades and classifications of paper and paperboard are newsprint, printing, and communication (copy paper, thermal
paper, forms, etc.).



specialized in pulp production only. Two underlying factors are mentioned for this. Firstly,
Japanese companies are reluctant to carry it out, because of the lack of land for planting trees
as raw materials. Secondly, the advantages of this business are on a decreasing trend in
recent times. This is due to a shortage of categories of product which eventually affects the
firm’s lack of income generation.

The paper manufacturers’ financial condition has greatly deteriorated in recent years
due to a downturn in the economic cycle caused by recession after the collapse of the
“bubble economy” (in the decades of the 1990s to the early 2000s). Apparently, some paper
manufacturers are once again trying to strengthen their management through merger and
acquisition. Japanese paper manufacturers began reorganizing through two successive
large-scale mergers in 1993 and 1997. For instance, the merger between Oji Paper and
Kanzaki Paper to form New Oji (1993), Oji Paper with Nippon Pulp industries (1979) and
also between Qji Paper and Honshu Paper (1997) to become Oji Paper. In 1995 New Oji
Paper produced 3.6 million tons of paper and paperboard (12.0% production share) and
Nippon Paper 3.0 million tons (10.1% share). This was rapidly increased and Oji Paper’s
production reached 6.0 million tons in 1997 (19.4% production share) and sales were about
Y980 billion. Currently, Oji Paper is the largest company in the Japanese pulp and paper
industry in Japan.®® The world paper market is continuing to grow, both in terms of
production and consumption, and the pulp and paper industry is said to be a growth industry.
Currently, the center of production and consumption is shifting from North America and

Table 3.10 Results of Major Global Pulp and Paper Companies in 2003
(in trillion Yen)

Company Sa:)euss;)r:‘ezch Consolidated Sales Operating Profit
1. International Paper (USA) 25 2.9 129 (billion yen)
2. Stora Enso (Finland) 13 1.6 63.4
3. George Pacific (USA) 13 2.3 1355
4. Svenska Cellulosa (Sweden) 1.2 1.2 111.6
5. UPM-Kymmene (Finland) 11 13 102.7
6. Kimberly-Clark (USA) 11 1.7 279.8
7. Oji Paper (Japan) 1.0 1.2 73.9
8. Nippon Paper (Japan) 1.0 1.2 55.7
9. Weyerhaeuser (USA) 0.8 - -
10. Smurfit-Stone Container (USA) 0.7 - -

Source: Nippon Paper Group (http://www.np-g.com/e/about vision/index.html).

% See Hideshi Noda, “The Japanese Pulp and Paper Industry and Its Wood Use,”, in Yoshiya Iwai (ed.), Forestry and the
Forest Industry in Japan, Canada: UBC Press, 2002, pp. 225-226.



Western Europe to Asia. The Pulp and Paper Groups, which have their base in Japan (such as
Oji and Nippon Paper) are favorably positioned in close proximity to the Asian market,
which will see significant growth. Therefore, the Nippon Paper Group and the Oji Paper’s
vision for 2015, intending to become two of the top five pulp and paper companies in the
world, seems realistic despite the fact that they were currently positioned number seven and
eight among the top 10 major global pulp and paper companies in 2003 (Table 3.10).

3.5. A Brief History of Paper

The invention of paper in China dates from ancient times; paper from the early Qianhan
Dynasty has been found in mounds in Ganshu Province in China (176-141 BC) and Bagiao
paper predating the Qianhan Dynasty has been discovered. Today, the familiar name of Ts’ai
Lung is generally remembered as a great figure who improved the method of papermaking.
In fact, Ts’ai Lung worked for Emperor Chang (A.D.77) and was granted a high position and
honors, the emperor appointing him Chief of the Imperial Supply Department. He was
entrusted with the important function of making swords, implements and furniture for the
imperial household. It was during this period of success that he found a way of increasing
the production of paper.”* This invention was extremely significant in retrospect for the
writing and writing materials of ancient China. A country in which learning was revered,
China early developed, possibly in the twelfth century before Christ, an ideographic system
of notation based on figures used in divination. Paper invention in China had a great impact
on cultures and civilizations throughout the world. The Japanese transformed it into Washi?
and the Europeans into Western-style paper.

There are different versions of historical events regarding paper transmitted into Japan.
According to one source, it was transmitted into Japan in the late second or third century.
But, according to Kojiki, Japan’s oldest extant chronicle (712), Wani Kishi (Wani) of
Paekche arrived in Japan in the 16" year of the reign of the Emperor Ojin (285) carrying 10
scrolls of the Analects of Confucius and one of the “Thousand Character Classic.” The
Kojiki also says that the Japanese began making paper in the 18" year of the reign of
Empress Suiko (610) during the Asuka period. The role of paper eventually had a very
significant effect in Japan. The main production areas were: Shuzenji, Mino, Kamakura,
Sugihara (Banshu), Nara, Yoshino, Koya, Minato (Senshu), Nishijima (Kai), Nishinouchi
(Hitachi), and Mizoguchi (Chikugo). The products had an exhaustive list of uses:
Kamiya-gami (shuku-shi, rinshi-gami, usuzumi-gami), shiki-shi, Kara-kami (bamboo paper

21 Kiyofusa Narita, A Life of Ts"ai Lung and Japanese Paper Making, Tokyo: Paper Museum Publisher, 1954: pp. 2-3.

22 \Washi is an original Japanese paper. It made from kozo (mostly), mitsumata and ganpi tree. Currently only 400
households make Washi in Japan, but in the Meiji era (1868-1912) this reached 70,000 households. This interview was
held with Mr. Fujiwara, staff of the Paper Museum, Oji, Kita-ku, Tokyo on October 8, 2006. See also the document
exhibition in this Paper Museum.



for sliding doors and folding screens), hana-gami, shoji-gami, seicho (used for documents),
yakutai-shi (paper for medicine pouches) and ro-gami (wax paper). Over the past 300 years,
both the quality and variety of Japanese paper has increased, along with its utility and beauty,
and it has become a fully commercial product.®

During the Yedo period (1603-1867), all daimyos or feudal lords encouraged
papermaking in their own provinces. Each daimyo had a specially designated paper factory
for his own use, and granted the monopoly of sales of paper to a paper-dealer in his province.
In those days, rice, paper and lacquer constituted the chief articles of tributes to the
daimyos.”* Among the representative species of paper of this period, clay-containing
torinoko or Settsu, nishi-no-uchi and hodo-mura of Hitachi and Shemozuke, and hosho of
Echizen can be cited. Of these however, the most popular paper for daily use was what has
been called hanshi, manufactured in nearly every province, as shown in documents
belonging to this period. The most well-known hanshi were Yanagagawa hanshi of the
province of Chikugo, Yamashiro hanshi of Nagato, Tokuji hanshi of Suo, Sekishu hanshi of
Iwami and Ozu hanshi of lyo.

From the Meiji Era to the Second World War

The role of the Meiji Emperor in launching modern Japan was very significant. The

Japanese government sent missions to Europe and America to learn advanced Western
technologies. Mission members clearly realized that paper manufacturing and the printing
industry were necessary to modernize Japan. Meanwhile, there was some talk about the
possibility of starting a papermaking business. At that time, Shibusawa was a high official at
the Ministry of Finance. He advised the development of the paper- manufacturing business.
His views in regard to this matter were summarized as follows:
.................. . The high development evident in the West is largely due to the high
level of culture among the people. Many factors may contribute to the spread of culture, but the
foremost is undoubtedly printing. By means of printing, a great number of books, newspaper, and
periodicals can be made available; and the material for these publications would be necessarily
be paper. It is obvious then that papermaking and printing are, so to speak, the fountainhead of
civilization.”?

In those days there were three large business companies in Japan: the Mitsui, the Ono
and the Shimada, which ran the financial organization of the Meiji government. Shibusawa
persuaded these companies to render real service to the country by establishing a
papermaking industry. Eventually the efforts of Shibusawa were fruitful in organizing paper
manufacture with a little capital as possible, about Y150,000. In November 1872, these three

2 The History of Oji Paper, Loc Cit, pp. 162-163..
2 Kiyofusa Narita, Loc Cit, p. 27.
% |bid, pp. 94-95.



companies agreed to apply for a permit to start a company under the name “Paper
Company.” In the sixth year of Meiji (1873) the demand for machine-made paper was
limited to governmental use, and at about this time the Ministry of Finance began to issue
paper money and public bonds. However, the demand for printing paper gradually increased
as newspapers, books, and magazines were being printed by the Western method.

Paper company-related industry, Oji Paper and Nippon Paper Company were founded
at this time. The existence of paper industries lead to newspaper publication, which boomed,
and many translated books were published at the end of the 1870s. Because much
Western-style paper consumed in Japan at this time was imported, and the demand for such
paper was increasing, Japanese paper companies began producing it domestically.?® In 1877,
domestic production of Western-style paper was 547 tons, compared with imports of 771
tons. In 1875, the Oji Mill, which introduced the Western method of paper manufacturing,
began operations. In 1933, big pulp and paper manufacturers such as Qji Paper merged with
Fuji Paper and Karafuto, and constructed new mills on the northern island of Hokkaido,
where they started the mass production of paper, particularly newsprint. This company
virtually monopolized the Japanese market, producing 80% of the paper and 95% of the pulp.
Under this phenomenon, paper imports peaked at 90,000 tons in 1936; Japanese paper
production reached its prewar peak of 1,540,000 tons in 1940. Apparently, raw materials in
the northern territory were abundantly available in the form of yezo spruce (picea jezoensis)
and todo fir (Sakhalin fir, Abies sachalinensis). The manufacturers also built mills in
Sakhalin, where more of the same pulpwood could be obtained, enabling mass production of
paper during the 1910s. From this point, domestic self-sufficiency in Western-style paper
was established.

Unfortunately, Japan’s defeat in World War Two (1945) eventually had a negative effect
on the development of the Japanese pulp and paper industry, First, because Japan had lost
overseas territories like Sakhalin, the industry lost abundant fibre resources and much
factory equipment. The consequences for paper production were that production decreased
to 210,000 tons in 1946. Second, in 1949 QOji paper was divided into several companies by
the US government of occupation. Many smaller pulp and paper manufacturers emerged and
competition resumed. The prewar monopolistic pulp and paper market was transformed
virtually overnight into a competitive industry.?’

In contrast, demand for paper expanded greatly in the rapidly growing postwar
Japanese economy. Paper began be used for various products. Cardboard boxes, for instance,
replaced wooden boxes and were widely used as containers for transporting and protecting
goods. Thus, paperboard demand also increased rapidly. Nationwide, pulp and paper
manufacturers expanded production, investing in facilities and equipment and promoting

% Hideshi Noda, Loc Cit, p. 215.
27 |bid, p. 216.



technological innovation.

3.6. Impact on Environmental Conditions

The rapid development of the industrial sector, especially the pulp and paper industries,
had impacts on environmental pollution. There has been considerable debate about
development and environment. Human activities including industrialization and
development in advanced countries such as Japan in recent years has caused local pollution
problems to be compounded by environmental destruction on a global scale.?® This has led
people to realize that economic development aimed at making life more affluent can, if not
properly managed, ultimately jeopardize humanity’s survival. Thus, it is clearly necessary to
think about the concept of development from an environmental perspective. But we must
also recognize that human existence inevitably has some effect on the environment. The best
we can realize is to minimize the negative impacts our actions have on environmental
conditions now and in the future.

During the 1950s and 1960s Japan obtained the reputation of being a showcase of
environmental pollution. Some reports of victims of mercury and cadmium poisoning were
published all over the world. Smaller cities, such as Minamata (Kumamoto Prefecture),
Yokkaichi (Mie Prefecture), Fuji City (Shizuoka Prefecture), Tokyo Bay, Niigata, etc,
became domestically and internationally famous for their pollution-related diseases.
Probably no other country had come to feel the consequences of unrestrained industrial
growth as early and as painfully as Japan.?® What subsequently occurred was that,
beginning with the latter part of the 1960s, government and private companies reformed
their ecologically ignorant attitudes. This critical condition on pollution stimulated more
Japanese who were affected by pollution to start to protest loudly, and these were supported
by NGO activities against industrial and governmental activities that harmed the
environment and impaired human health. They were supported by environmentalist activists
such as researchers, journalist, judges and NGOs. The roles of these groups were very
significant in encouraging changes by imposing revolutionary sentences on polluting
enterprises. This effort was fruitful for people’s consciousness concerning sensitivity to
environmental problems, and spread among the public. All this eventually led to a
fundamental about-face in Japan’s environmental policy. The government now supports the
implementation of a strict environmental regulation regime towards the industries and
enforces it, and this has been rewarded with quite spectacular success in individual

%8 Shigeaki Fujisaki, “Rethinking Economic Growth and Its Implication for Resources and the Environment,” in Regitsu
Kojima et al.1995. Development and the Environment: The Experiences of Japan and Industrializing Asia, Tokyo:
Institute of Developing Economies, p. 1.

% Helmut Weidner, “Preface,” in Shigeto Tsuru & Helmut Weidner (eds.), 1989. Environmental Policy in Japan, Berlin:
Sigma Bohn, p. 9.



environmental areas. Therefore, other countries now look to Japan in the hope of finding
solutions to their own environmental problems. Japan did not only shed her image as
“pollution nation”, in some respects she now stands out as a paragon of effective
anti-pollution policy.

This paper discusses the role of two of the largest pulp and paper industries in Japan in
terms of their development, raw materials, production, distribution, revenues, research and
development. In contrast, the consequences of pulp and paper industrialization, when
ecologically ignorant attitudes prevail, have a serious effect on environmental pollution.
From this perspective, it is useful to investigate the role of NGOs and environmentalist
activists in criticizing pollution, how they support affected communities and how they
attempt to recover environmental damage.



CHAPTER IV
PROFILES OF TWO PULP AND PAPER COMPANIES

Introduction

The role of the private sector as a direct actor in encouraging the pulp and paper
industries is very significant. The development of pulp and paper properly registered great
progress for almost a hundred years following the Meiji Restoration. There are many
fascinating players in this sector such as Oji Paper, Nippon, Daio, Rengo, Mitsubishi,
Hokuetsu, Chuetsu, Kishu, Tokai, Tomoegaea, Tokushu, Mishima, and so on. These 12
actors are categorized as the largest paper companies in Japan from the viewpoint of sales,
profit, total asset and employees. This paper focuses on the two biggest actors, namely Oji
Paper and Nippon Paper, which are placed at rank number seven and eight among ten (10) as
the major global pulp and paper companies.

4.1. The Qji Company

Oji Paper Group is the largest business concerning pulp and paper in Japan with annual
sales of Y1,185 trillion (March 2005). The group’s core company Oji Paper, is a publicly
listed company on the Tokyo Stock Exchange, obtained profits after tax of about Y43.3
billion and had more than 18,600 employees in 2005.*° For more than 132 years
(1873-2006), Oji Paper has contributed to cultural progress and the improvement of people’s
lives as the leading company in Japan’s paper industry. This company produced about 8.9
million tons of paper and paperboards in 2003 (Japan Pulp and Paper, 2005).

4.1.1 History of the Oji Company’s Development

Oji Paper Company, which is familiarly known as “Soshi Kaisha” was founded on the
12th of February in 1873 in the village of Oji in Tokyo Prefecture by Eiichi Sibusawa.
Obviously, Shibusawa intended to promote the modernization of Japan through paper
manufacturing. The company, capitalized at Y150,000, was the first joint-stock company in
Japan.®* The beginning of the construction of mills in 1874, under Kojima-Gumi, was
supervised by western engineers Frank Cheethmen from Britain, and Bottomley and Walsh

% The second largest is Nippon Paper Group Y1,179.7 billion, followed by Daio Paper Corporation Y395.4 billion,
Rengo Y391.2 billion and Mitsubishi Paper Mills Y234.7 billion. See “Top 12 Companies Financial Results on Pulp and
Paper Industries” in Japan for March 2005; Pulp & Paper Statistics 2006: Japan Paper Association, 2006, p. 18.

81 For further information see The History of Oji Paper, Tokyo: Bunkado Printing, 2004, p. 163.



from the United States.®® It was quite a new experience for Kojima-Gumi Company to
construct an entirely Western style-building. The construction of the mill was completed by
June 1875, and when it was equipped, paper-making was started. Imported from England
were a Fourdrinier paper machine, seventy-eight inches wide, and the largest of those
installed in the six mills established in this country between 1872 and 1879,

In 1875, the Oji Mill, which introduced the Western method of paper manufacturing,
began operations. In 1889 Keta Mill, Japan’s first wood pulp mill, began operation on the
bank of the Keta River, in Shizuoka Prefecture. In the first stage of Western paper
manufacturing, the company positively developed new technology and new products in
addition to introduction of the newest facilities. So we can see the company had already
sought to create its corporate culture, characterized by a positive attitude toward better
technology, which has been handed down to the present Oji Paper. As it developed later
(1893), the company changed its name to ‘Oji Paper Co. Ltd.” It constructed a large mill in
1910 with the newest facilities at the village of Tomakomai in Hokkaido in order to meet the
increasing demand for paper for newspaper, books and magazines. Therefore, in order to
look for raw material resources, the company directed its attention to a vast field, located on
the Chitose River originating in Lake Shikotsu.

This rapid development of Qji Paper took place after Ginjiro Fujiwara was appointed
president in 1911. He had good leadership skills and rehabilitated many sectors of the
company. He devoted himself to expanding the paper manufacturing business into
Manchuria and the Korean Peninsula until he retired from the presidency in 1940. It was
remarkable that Fujiwara developed the paper pulp business in Sakhalin and merged the
company with Fuji Paper and Kurafuto Kogyo in 1933, making the biggest paper company
in Japan. In this case, Fujiwara has been considered as the father of the Oji restoration. As
known, the key to success in management of the company was that Fujiwara embraced the
revered Eiichi Shibusawa’s teachings: “paper manufacturing industry should perform its
duty for society.” Shibusawa set forth his principles of business management that
emphasized the need to combine good business practice with good ethics. So Fujiwara
consistently managed the company considering the prospects for the future and education to
cultivate the abilities of staff members.

Following Japan’s defeat in World War II, the Excess Economic Powers
Decentralization Act was implemented, effectively dividing the company into three
components: Tomakomai Paper, Jujo Paper, and Honshu Paper. The newly founded
Tomakomai Paper Co., Ltd. Strove to reconstruct the Tomakomai Mill through improvement
and perfection of equipment. As a result, in 1951 the company could produce 498 tons a day,
which surpassed the highest prewar production record of 475 tons. One thing to which was
paid very strategic attention by Oji Company was the significant institute of a research

% Kiyofusa Narita, Loc Cit, pp. 102-104.



laboratory. To parallel this, meanwhile, the Central Research Laboratory was founded at
Shinonome district in Tokyo (in 1957) in order to promote the improvement of the quality of
products and to develop new products. Further, the Institute for Forest Tree Improvement
was established at Kuriyama in Hokkaido (in 1956) and also the Kameyama Forest Tree
Improvement Institute opened in Mie Prefecture (in 1957). They began to carry out research
on how to improve the breeding of trees for the purpose of propagating tree planting.

Figure 4.1 Holdings and Branches of Oji Company

[>=] contact us (C)Copyright 2005 Oji paper Co., Ltd. All Rights Reserved.



Source: See Oji Paper Group, ojipaper.co.jp/English.
Figure 4.2 Oji’s Management Structure

Source: See Qji Paper.co.jp/English (Group Structure).

As a result, under this strategic development, Oji Paper was rapidly setting up the
production of paper, proceeding to carry out the plan for the modernization of mills and



technical innovations along with the promotion of setting up larger plants. Eventually, the
company merged with Kita Nippon paper (1970), Nippon Pulp Industries (1979), and Toyo
Pulp (1989). In 1993, Oji Paper merged with Kanzaki Paper to become Oji Paper, and
furthermore, in 1996, New Oji Paper and Honshu Paper merged to become Oji Paper (Figure
4.1). Currently, Qji is one of the largest and most influential paper manufacturers in Japan as
well in the world.*® Obviously, the management diagram is based on a group structure
(Figure 4.2)

4.1.2. Wood Raw Material Policy

Oji Company’s policy is to make efforts to procure raw material through sustainable
forest management. There are some procurement guidelines: (1) expand procurement of
wood from certified forests; (2) increase use of plantation trees; (3) utilize unused wood
effectively; and (4) ensure raw material traceability. Oji paper will work to trace the origin of
wood raw material and confirm that it was from well-managed forests (Figure 4.3 & 4.4).
Oji Paper will be particularly vigilant about not purchasing from illegal logging.

The objective of sustainable forest management is to achieve environmentally, and
socio-economically sound forest management. The criteria of environmental sustainability is
to preserve biodiversity and ecological processes. Meanwhile, social sustainability means to
sustain human society, which relies on forests. Economic sustainability means to sustain the
viability of forest-related companies and communities. Therefore, objective criteria and
indicators have been established for evaluating sustainable forest management for Japan and
its regions with similar natural conditions and social backgrounds. On the other hand, forest
certification entails a defined process of evaluation and certification by in-depth third-party
organizations that a forest is well managed according to sustainable forest management
criteria. Internationally recognized forest certification schemes include the Forest
Stewardship Council (FSC), the Sustainable Forestry Initiative (SFI). The Sustainable Green
Ecosystem Council (SGEC) is the locally recognized forest certification scheme in Japan
(Figure 4.5)

Figure 4.3. Composition of Wood Chip Procurement

FY Material

FY2004 Imported hardwood 58% Imported Softwood 15% Domestic Softwood 24%

FY2011 Imported hardwood 66% Imported Softwood 12% Domestic Softwood 19%

Source: Oji Paper.co.jp. Ibid.

% For further information, see: http//www.ojipaper.co.jp/English/group/corporate/history.html.



Note: The Fiscal Year (FY) 2011 plan includes wood raw material procured for a new plant.
Figure 4.4 Plan for Increase in Plantation Trees and Certified Wood for Import

Y04 Oji Paper Plantation Plantation trees Sawmill residue Low-grade, natural trees
8% 13%

-~ Oji Paper Plantation Plantation trees Sawmill residue Low Grade, natural trees
16% 13%

Source: Oji Paper co.jp. Ibid

Figure 4.5 Plan for Expansion of Oji’s Paper Overseas Plantation (ha)

Fiscal Year Plantation
Fiscal Year 2004 140,000
Fiscal Year 2011 300,000

Source: Ibid.
Figure 4.6 The Process of Raw Materials and Shipping to the Head Office

- When wood chips are loaded to ship, raw material
origins, forest management methods, and other
details are confirmed and a traceability report is
prepared.

(Nine overseas plantation companies and about 30
suppliers)
(Annual shipments of about 200 ships)

Domestic wood chips

» Procurement of domestic wood chips is handled by Oji Forest & Products.

- Oji Forest & Products has representatives in major cities across Japan to meet with suppliers.

- Raw material origins, forest management methods, and other details are confirmed and traceability
reports are prepared on a regular basis.



(About 700 suppliers)

Source: Oji Paper.co.jp/English.

Figure 4.7 Tree Plantations, Mills and Factories Overseas

Pulp & Paper Products / CommunicationsPapers / Converted Products / Household Products / Afforestation

Oji paper’s effort to procure raw materials is to plant industrial timber plantation in
many countries. For example, in China, Thailand, Vietnam, Laos, New Zealand, Australia
(Tasmania, Adelaide, Brishane, Victoria, Albany, etc.) and Canada.®* The representatives in
some countries inspect shipments of wood chips, advise on quality, and meet with suppliers.
The ship cargo is prepared by Oji Company (Figure 4.7) These annual shipments are about

% See Pulp& Paper Statistics 2006, Loc Cit, p. 24.



200 ships. In contrast, Oji Forests & Products has representatives in major cities across
Japan to meet with suppliers.

4.1.3. Research and Development (R & D)

The progress of a company depends on utilizing Research and Development (R&D) as
a strategic function to step ahead into the future. In the case of Qji, as the largest paper
company in Japan, because of an optimal utilizing of R&D for driving progress forward for
the company, this makes an important contribution to society through R&D activities
targeted toward the discovery of new possibilities in paper products and the forests and trees
from which it is made. Undoubtedly, new technologies, products and services are the driving
force for continuing growth and success. On the other hand, Oji Company focuses on
acceleration of the creation of new advances by increasing its research and development
through: (1) Pulp and Paper Research Laboratory, which is in charge of strengthening core
business and supporting the technical development of new products; (2) Imaging Media
Development Laboratory; with the rapid advance of the information age, this company is
developing products to meet customers’ needs for paper in the role of information
communication media; (3) Fundamental Technology Research Laboratory; conducting
research in peripheral fields of paper, development of new materials, new manufacturing
methods and systems, and biotechnology applications; (4) Forestry Research Institute; in
view of environmental technology on a world scale, the institute is developing the efficiency
of afforestation abroad and developing new species which are suitable for afforestation areas
and paper manufacturing material; (5) Material Analysis Center; high analysis and
evaluation technology are indispensable to maintaining and improving high quality products
and the development of new products; and (6) Intellectual Property Department and R&D
Management Development; This is supporting the promotion of protecting rights, such as to
new technology, and maintenance of the company’s rights.

4.1.4. Corporate Code of Conduct

As mentioned above, a key success of Qji is an optimal utilizing of R & D which is
intensively implemented. Besides, Oji also strongly holds to its “Corporate Code of
Conduct.” This code of conduct acts as guiding principles for corporate activities based on
awareness of the company’s responsibilities as a corporate citizen and on high ethical
principles appropriate for an organization that enjoys the support of society. The
implementation of the code of conduct is a significant step for Oji Company, such as
compliance with the law; harmony with the environment; supply for sale of useful products
and services; communication with society; co-existence with the international community;
contribution through manufacturing; and achievement of employee satisfaction.



4.2. Nippon Paper Group

This company is the second largest after the Oji Company concerning the paper
business group in Japan, with Y1.179 trillion in annual group sales in 2005. The group’s core
business is divided among four divisions, namely, (1) Pulp and Paper Division; (2)
Paper-Related Division; (3) Housing and Construction Materials Division; (4) and Other
Division (Figure 4.8). The Nippon Company is a publicly listed company on the Tokyo
Stock Exchange with total assets of Y1.530 trillion and profit after tax of Y24.4 billion, the
number of employees being 13,774.%

Figure 4.8 Related Companies

© Pulp and Paper Division
Nippon Paper Industries Co., Ltd.
Kitakami Paper Co., Ltd.
KOYO PAPER MFG. CO., LTD.
Daishowa North America Corporation
Nippon Paper Industries USA Co., Ltd.
Nippon Daishowa Paperboard Co., Ltd.

Nippon Daishowa Paperboard Tohoku Co., Ltd.
Nippon Daishowa Paperboard Kanto Co., Ltd.
Nippon Daishowa Paperboard Yoshinaga Co., Ltd.
Nippon Daishowa Paperboard Nishinippon Co., Ltd.
Nippon Paper Crecia Co., Ltd.

NP Trading Co., Ltd.

HAGA Paper Trading CO., LTD.

Kokuei Paper Co., Ltd.

© Paper-Related Division
NIPPON PAPER-PAK CO., LTD.
Nippon Seitai Corporation
Nippon Paper Chemicals Co., Ltd.
FLOWRIC CO., LTD.
Nippon Tokan Package Co., Ltd.
Sakurai Co., Ltd.

© Housing and Construction Materials Division

% See Pulp & Paper Statistics 2006, p. 18.



Nippon Paper Lumber Co., Ltd.
South East Fibre Exports Pty. Ltd.
NIPPON PAPER UNITEC CO., LTD.
Daishowa Unitec Co., Ltd.

Kokusaku Kiko Co., Ltd.

PAL CO., LTD.

N & E CO., LTD.

Daishowa Uniboard Co., Ltd.
Kunimoku House Co., Ltd.

© Other Division
NIPPON PAPER DEVELOPMENT CO., LTD.
SHIKOKU COCACOLA BOTTLING CO., LTD.
NIPPON PAPER LOGISTICS CO., LTD.
IWAKUNI-KAIUN CO., LTD.
Kyokushin Transport Co., Ltd.
NANKO UNYU CO., LTD.
Hotoku Co., Ltd.
Daishowa Logistics Co., Ltd.
Asahikawa Grand Hotel Co., Ltd.

Graphic Arts Communication

4.2.1. History of the Nippon Paper Company’s Development

The initial stage of Nippon Paper began with a merger among pulp and paper groups.
For instance between Fuji Seisho, which built Kushiro Mill in 1920, and Kyushu Seisho,
whose Yatsuhiro Mill started operation in 1924. They agreed to merger in 1933 and built
Hokkai Kogyo. On the other hand, this company also built Sanyo Pulp Kogyo in 1937,
established Iwakuni Mill in 1939, followed by Kokusaku Pulp Kogyo in 1938, and then
established Asahikawa Mill in 1940. It agreed to a merger in 1945 between Asahikawa Mill
and Yufutsu Mill under Dai Nippon Saisei-Seishi.

Through the merger of these companies, the Nippon Paper Industry was established as a
paper manufacturer on August 1, 1949, with capital of 104,873 million yen. Under the
leadership of Masatomo Nakamura the company rapidly developed many branches of the
industry and established the promotion of a structure and launched a philosophy (Figure 4.9).
The Nippon Company emphasizes its philosophy “as a member of society, we shall proudly
promote activities that contribute toward social development.” This consists of three
principles, namely, (1) contribution to cultural heritage and development; (2) contribution to



conservation and improvement of the environment; (3) and contribution to the development
of communities.® It is obvious in all of its operations that the Nippon Company being
consistently committed to working in harmony with the environment, sustainable business
development, fairness, risk management as a member of society will be of critical
importance to their success.

A radical step was taken again on March 30, 2001, when the Nippon Paper Group was
formed as Nippon Unipac Holding, which was a pure holding company of Nippon Paper
Industries Co., Ltd and Daishowa Paper Manufacturing Co., Ltd., to facilitate the companies’
integration of their operations. The Nippon Unipac Holding changed its name to Nippon

Figure 4.9 About Nippon Paper Group > The List of Main Domestic Mills

% See “Philosophy & Social Contribution Subcommittee,” at http://www.np-g.com/e/csr/ideology/social_commission.
html.



Paper Group, Inc., on October 1, 2001. On April 1, 2003, the Nippon Paper Group
introduced a new organizational structure under which the paper business and paperboard
business “the Group’s two core operations” were consolidated and reorganized under the
Nippon Paper Industries Co., Ltd and the Nippon Daishowa Paperboard Co., Ltd,
respectively. Currently, The Nippon Paper Group, consists of Nippon Paper Group, Inc.,
Nippon Paper Industries Co., Ltd, Nippon Daishowa Paperboard Co., Ltd and their 145
subsidiary companies and 49 affiliated companies, actively involved in manufacture and
sales of pulp and paper (Figure 4.10).

Figure 4.10 List of Main Overseas Mills

mApplication Form mContact Us mTerms and Conditions of Use Copyright©2004 by Nippon Paper Group, Inc.



Figure 4.11 Nippon Paper Group's CSR Promotion Structure
(from October 1, 2003 onwards)



4.2.2. Wood Raw Material

The Nippon Paper Group has been very smart in launching procurement of ‘raw
materials’ by establishing plantation areas through a global supply chain management, such
as from New South Wales, Australia, Victoria, Burnbury, Green Triangle, Western Australia,
Victoria, Chile, South Africa, Quesnel, B.C., Canada, Peace River, Alta., Canada, Port
Angels, USA, Longview, Washington, USA, and China.*” The production of raw material
(Eucalyptus trees) for wood chips and shipping with the company’s own cargo ships, owned
by Nippon Company directly, transported to Japan and processed to pulp is all carried out
within the company.® Nippon Paper’s basic policy to procure raw materials is, (1)
environmentally friendly raw materials procurement; (2) socially aware raw materials
procurement; (3) promotion of dialogues with stakeholders; Tree Farm Initiative
afforestation activities in overseas countries to create sustainable sources of hardwood chips.
The targets of more than 100,000 ha of afforestation area, and more than one million dry
tons of wood chips supplied annually from afforested area, will be achieved by fiscal 2008.
This company will acquire forest certification on 100% of the total imported hardwood chips
in 2008.

Besides, the Nippon Company also established a philosophy and basic policy on
‘product safety’ in October 2004. This company considers it to be its corporate responsibility
to provide safe products and services. The activities of the entire group are aimed at gaining
high levels of trust from their customers and making an increased contribution to society.
The philosophy is installed in the company’s determination “to work to improve safety at
every stage of the life cycle of our products, from design to manufacture, supply and
disposal, and to provide products and services that the public can trust.”

4.2.3. Products

This company produ