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Learning from the bursting of the 1988-91 bubbles*, Japan's industrial structure has moved
slowly from the manufacturing-sector-oriented to the service sector-oriented* in 1992-2009
years. But in 1992-2006 years, the nation's basic industrial structure has changed remarkably
little. 1t remained divided between a cluster of highly competitive manufacturers, which operate
globally in relatively few sectors, and a large and inefficient domestic market, mostly impervious
to foreign inroads®.

Even in parts of Japan's export sector, attitudes have been slow to adapt to* new commercial
realities. Its information technology(IT} industry was still dominated by hardware manufacturing
and the belief that innovation consists of engineering the same things better. Many of its once-
proud consumer electronics® companies were paying the price for failing to break out of that
mold.

The spread of new ideas was frustrated by incumbent producers' * domination of many
markets, often with eager official connivance*. Japan's few really successful entrepreneurs*
have prospered, not by challenging the established order, but by seizing emerging opportunities
before existing players and bureaucrats could rig the rules against them. When foreign
competitors have been able to break through, they have shaken things up, much to Japan's
advantage: Renault's turnround of Nissan is just one example. As often as not, however, their
incursions® have prompted a backlash*, as the country's business elite has closed ranks* and
sought to strengthen nationalistic defenses. Japan, not foreigners, had most to lose from such
tactics.

Unshackling Japan's economic potential would require firm action to open up markets, stamp
out* anti-competitive abuses and curb official collusion with business. During 2001-05 years,
Junichiro Koizumi's administration has so far promised much but delivered little. Too often, it
has diluted* reforms to please the vested interests decried by Mr.Heizo Takenaka—and then
implemented them timidly and piecemeal.

Mr Koizumi's landslide election victory in 2005 gave him the political mandate he needed to
act more boldly. The economic recovery provided the ideal conditions in which to use it. There
would never be a better moment to show that Japan was serious about structural reform.

Then came the debate to search for a new growth model. Although hit hard by the financial
crisis stemming from Lehman Brothers’ bankruptey, financial markets have improved
considerably since their trough in March 2008. The big equity markets around the world have
rallied by 25-35 per cent over the second quarter of 2009. Companies have been able to issue
new equity and bonds. In the US, corporate bond issuance* in 2009 has exceeded the first half
of 2007.

In its latest Economic Outlook, the Organization for Economic Cooperation and Development*
said in early 2009 this combination of green shoots* alongside extremely loose monetary and
fiscal policy would help to support growth later this year and expansion that will gather pace in
2010. Signalling the first upward revision to its forecast for two years, the OECD said “the risk of
catastrophic events has become more remote”. Deflation and a return to the 1930s can, for now,
be discounted, it implied.

The loss of confidence and trust resuiting from the collapse of Lehman Brothers caused a
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sudden plunge in business investment* and orders of machinery and consumer durables*. A
slump in industrial production and world trade was the result, as companies struggled to reduce
stocks, sending economies across the world plunging.

In the final quarter of 2008 and the first quarter of 2009, advanced economies contracted* at
an annualised rate of about 8 percent and emerging markets* also experienced falling output.
Rarely has the world economy felt more integrated, with surplus and deficit, rich and poor,
industrial and service-orientated economies shrinking in unison.

Yet in 2006-09 years, the nation’s industrial structure has starated to move closer to the
service industry-oriented one. The service industry, which accounted for about 60 percent of
the entire industries, needed to change itself. A decade ago, it was fashionable for western
consultants, bankers and business people to decry* Japan's domestic service industry. For
Japanese business sectors, ranging from milk production to financial broking, have long
been plagued by* complex distribution chains and numerous middlemen. So, Anglo-Saxon
consultants—such as McKinsey—would regularly urge the Japanese to reform their distribution
chains, and flourish data showing how much more "efficient" the US was than Japan in sectors
such as retailing. That's exactly what they did. The reform started and will be likely to further
change in the coming years.

In addition, Japanese dustries need to look for new industries to survive the lingering
recession into the 21st century. Those new industries being cultivated by the government and
the private-sector alike are seven and as follows; (1)home information appliances* (the 2010
market size expected to reach 18 trillion yen); (2)fuel battery (1 trillion yen); (3)robotics (1.8
trillion yen); (4)animation, movies and other contents (16.5 trillion yen); (5)health & welfare(75
trillion yen); (6)Environment & Engergy (78 trillion yen); (7)business support like manpower
dispatch* and management support (107 trillion yen). The government believes that if these
industries could grow by more than 50 percent, the market size of the entire industries will total
about 300 trillion yen in a decade.

§86) - 35i% (Terms & Usage)

Kb
the 1988-91 bubbles* /S 7 VBt (1988 — 91 4F)
the service sector-oriented* ¥ — Y AEEFLO
impervious to foreign inroads® #F&MEH 22T ol v
adaptto* Jiin4 5
consumer electronics* ZKi#
incumbent producers' * BAFOERE (X — 7 —]
official connivance® EfFDERZE (RFIRO T )
entrepreneurs®  R¥EFK
incursions*
backlash* %, L
closed ranks® #HES % Wk L 72
stamp out® FRA49 5
diluted* 7 WML/
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corporate bond issuance® FEDEFFET
the Organization for Economic Cooperation and Development* #1777 Bl 5&4#&#% (OECD)
green shoots® 73 ; MHOIKL
business investment* 3D RHEE
consumer durables* T ATHE B
contracted*  #ii/hL 7z

emerging markets* AL

decry* JEMET S, (BRE) KETA
plagued by* ~ ~ZiF Sz

home information appliances* 15HKRE
manpower dispatch*  AHMiRE%

I f#RE

F 78 EEAE (Industrial Terminology)

1. EEZEXS (Industrial Classification)
A. FE—REEZ (primary industry)
= MK RESE (agriculture, forestry and fishery industries) & 9 o
B. SE_/REEE (secondary industry)
= B3 (manufacturing industry) 3 L. [WITEZ (processing industry) | £ 3 E o
(T3] L3 ThIEE] OBETH L. BRI R SEESEZMR 7z [552.5
REXE] BHRELEEbhb,
C. EE=)RFEZE (tertiary industry)
=4 — ¥ 22 (service industry) 23 L. [JEEEZ (non-manufacturing industry)] & %
90 METIX [EEZREZ| »POBAPRLT, [$3.5kE¥X (av¥a -5 -1
WRESE A 454Y) 450U REEE = MBEMNES (knowledge-intensive industry)| & [$H
RIEE = 1BMELE (entertainment industry)) ORGSR SN TW5b, HIFEICE [HFE.
T8, EHEE] 2EP¥HY, BEICE TBE, 7L, B2 SEEE] 2E0PH 5,

—»—, —EORBENERTAHIC LN T, [FE—KEX] & [BRESK] o)
TAoTIHE, [FEZREX] OBEHFERT S, BEOBERTRFBMADOHEGTRS &
[E—REX| 1315%. [HEREFE] 1X25%. [HEREFH] X60%IChoTwn5b, £,
1985 4EH 5 D AW A AR DO /- DEZREENHEIEEL B E L/ /2OHART [EEDOZERL
(deindustrialization)] 2354 L TW/z2s, FHBIXEMA L h oz LA L. 1995 4 4 FI2%
HL7-— V80 MHEM 79M 7548 THRIEALL., ZOHROFEART [=FEL] iZER)
{bL7zo 20, FIVHL— MIMEICB &, [Z2liMb] & 1990 EAHAITINE b, 110 — 120
&% 2000 SEARHT T — 7 L7225, 2008 EEHPHF 0 FE &% D, 2008 EFKLMERD Y —
< v vay 7 HEOERKAFRCHY [EFEL] PEREEhTns,

2. ZODftbDEZEXS (Other Industrial Classification)
A, BEEEZE (key industry) = [EBEFEZE (basic industry)] & bEF v, —EOREFIERIC
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A ROEEEF V. ROZEEEIRT,

(1) TNV —FEZ (energy industry) =BH. F A, AIMES%

(2) FEM B (basic materials industry) = Ailifbs: GB1k). 680, WEEHE2 B,
B ZITAEFE TIETF L ¥ (ethylene). B (resin) « RV HEIL ¥ = — )V (poly-chloride
biphenyl) 20O FM 25,

(3) #MITPE (assembly industry) = HEHH, $hi. BEXELE V., EHEHIT
5T,

B. FEEE (leading industry)

=—EORFBEREFLEVTWALEEZ SV, BHAEDOHARTIHEHRERT (home information

appliances). ¥4 7 @=L # b @ = 2 X% (microelectronics), 23 {4 (semiconductor)

. XA %52 Y~ (biotechnology) . I ¥ ¥ 2 ~ % ~ (computer), THR vy b L&

(robotics) £Z%E 9,

C. HiHEESE (export industry)
=R EIFEEIC T AT S0% L EOEE T, BEH (automobile), KE
(consumer electronics), IEHHM (precision instrument) % %S9,

D. WNTFEEX (domestic demand industry)
=EHEFEDT Y LSRRI 2 ENS0% L EDFEEF S Vv, B (construction).
B3 (pharmaceutical). /N5E (retailing) %% E 5o

E. HBEZ (local industry)
= NBEREZH, BLITPFEMIRIC R F o TV AEE FZISHFED) 289,

. EERER (industrial policy)
= BB RE ¥ (Ministry of Economy, Trade and Industry=METT) 25%% L. BEHED

DEF LWEREREICES LS —FTiiE>» S THAMKRSH (Japan Inc)l it

Hahalzl, BFFLEEIEE LT [HIEVESR] [#FE] SoBHS ERLAFY

YEMELe Fio, BREREBCRIEY Y + (BB —BHE) OovVTTA5 Ty

FORBEBIECTRIG L CTa AHARSHBICE T o720 #y A WTO (FE B R

HO5MEICKN D) LTHEE CIREHISNAEELEEBERITAOMD ,

(1) YHHEEEZEDIFEE (protection of infant industries)
=ENTELEREARICHY., BRSO [HEEE] (FICBEPRYF v -
VR R) ek ETFREMRET 5. TS BRI 2MER A& %
ERFREMACH LY [HAHOM] O0RFEOEBLZERYICL, BRI T ZEEM
RO IEOIRAEEREFELN/AY Lizhs, [ ATHOHFRB] & &ic X h I
HLTOHEL TS,

(2) o0/ KRUREF T/ IN—~ 2 D EER (construction of technopolises and
technoparks) =REDONA F2#HHTH 25 [V 2y V-] OAFRFEEH- 72,

(3) HERDEXBEDH HKEFEDL SHNFEEBEERANDERIA (transformation of the
Japanese industrial structure from the export-dependent to the domestic demand-
oriented one) = 1987 4E & 1988 TR SN TR LR - b WX 24T, i
HMRFFEBAR B IR & QBB 2R O T, TOBEY BT 5 72D IC @A LS
—HL TR TS,

(4) EHBEEPDDEEBRNDERE = /NI OFEMBERN [TRFERIE AR 4799
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E2HRCERLREEF TR EAIFREESEEH L ENEELF TS TER
iR ZENT 2 XIWBELTBY, 2OHOBUEDL I CHME LML TV 5,

4. FFEEZE (new industries) - SEIRFLMTEZE (= high-tech industries)

=BUFIE 2004 E5S ACCh b ORKROEEDD D FHERT [HEZAERE] 25EL,
ROTHEMMEZHRIEERE UTRE L, ARBERHO 20094 9 H ZTEOFEHERFSATY
%:(1) TEMEKE (2010 FHHHAE 1 8JKM) ; (2) WEEM (R 1JKH); (3) vky b (A
18 IR ; (4) 7= A Bl o 7y (16, 5 I ): (5) EEEEAL (7 75 kM) ;(6)
B AvF— (A 75 kM) 5 (7) AWM - BEXBLEE VA AL (F 107 8.

# 8 H 8 GEPRRKE)
L ROVUIVPEXONFECEIRBERT. GbEVHERIF 2T -r¥ X,

1. Japan’s industrial structure has moved slowly from the manufacturing-sector-oriented to
the service sector-oriented in 1992-2009 years.
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2. In 1992-2006 years, the nation’s basic industrial structure has changed remarkably li
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3. Even in parts of Japan's export sector, attitudes have not been slow to adapt to new

commercial realities.

=
o

4. The spread of new ideas was frustrated by incumbent producers’ domination of many
markets, often with eager official connivance.
T:F
5. As often as not, however, their incursions have prompted a backlash, as the country's
business elite has closed ranks and sought to strengthen nationalistic defenses.

;—]
rry

6. Unshackling Japan’s economic potential would not require firm action to open up markets,
stamp out anti-competitive abuses and curb official collusion with business.

—
s

7. Mr. Koizumi’s landslide election victory in 2005 gave him the political mandate he needs to
act more boldly.

T:F
8. Although hit hard by the financial crisis stemming from Lehman Brothers'bankruptcy,
financial markets have improved considerably since their trough in March, 2009.
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Development said in early 2009 this combination of green shoots alongside extremely loose
monetary and fiscal policy would help to support growth later this year.

T:F
10. The loss of confidence and trust resulting from the collapse of Lehman Brothers caused

B

sudden plunge in business investment and orders of machinery and consumer durables.
T:F
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M I Dictation.
1. In the final quarter of 2008 and the first quarter of 2009, ( ) at an annualised rate of
about 8 percent.

2. Yet in 2006-09 years, ( ) has starated to move closer to the service industry-oriented
one.

3. A decade ago, it was fashionable for western consultants, bankers and business people to

( ).

MR8 M. Questions and Answers.
1. How much did the service industry account for out of the entire industries?

2. Who would regularly urge the Japanese to reform their distribution chains?

3. How many are those new industries being cultivated by the government and the private-
sector alike?

IRV, Translation.
1. HAROEEIZEI S ARZERL 21 e 2 A X IEU B DI EEL AT A LERD 5,

2. THHREERD 2010 FOTWIHHBIL 18 KHNTET 5 L FHEN TV 5,

3. BFFORMIZEIBE, HEENLN— > PEETHIZ. FOELESROTTEEEIT 1045
BICH 300 IMICETATHA D,
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1. advanced economies contracted
2. the nation's industrial structure
3. decry Japan's domestic service industry.
HEI)
1. about 60 percent .
2. Anglo-Saxon consultants such as McKinsey
3. seven.
(R
1. Japanese dustries need to look for new
industries to survive the lingering recession
into the 21" century.
2, The 2010 market size of information-
oriented consumer electronics industries is
expected to reach 18 trillion yen.
3. According to the government estimate,
the market size of the entire new industries
will total about 300 trillion yen in a decade if
those industries could grow by more than 50
percent.
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