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Fund Allocation Policy in Postwar Japan: Industrial Policy and Banks
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Faculty of Economics, The University of Tokyo

Abstract

The aim of this paper is to evaluate the degree of government intervention in the allocation of
private bank funds in 1950°s Japan. As a part of the transition process to a market economy,
financial controls dating since the period of WWII, were abolished in 1949. By the early 1950’s, the
government was able to achieve the intended fund allocation through the control of public finance,
because public funds had a large share in long-term funds supply. In the middle of the 1950's, while
public funds decreased relative to private funds, a huge demand for the public funding of social
infrastructure programs emerged in the context of high economic growth. This situation caused a
serious shortage of capital for "basic industries,” including electricity, coal, steel, shipping, which had
until then heavily depended on public funds.

To cope with this situation, the party in power tried to reinstate the control of fund allocation of
private financial institutions.  Although this was not realized owing to hard opposition from financial
and industrial associations, the potential threat of financial control continued to exist. This in turn,
urged private financial institutions to set up a system for the voluntary adjustment of fund allocation.
In 1956 the Council of Financial Institution Fund was established under the Ministry of Finance, in
which such issues as allocation policy of private financial institutions and adjustment of investment
plans of private companies were discussed.

In order to ensure that the policies established by the Council were implemented by the private
financial institutions, the National Federation of Banking Associations set up the Fund Adjustment
Committee. Meanwhile, the Ministry of International Trade and Industry (MITI) established the
Industrial Fund Branch under the Council for Industrial Rationalization, where MITI and
representatives of industrial society discussed the adjustment of investment in accordance with the
capacity of private financial institutions’ capital supply. The Council of Financial Institution Fund,
the Fund Adjustment Committee, and the Industrial Fund Branch came to be a basic framework for the

policy-based adjustment of private fund allocation in the early part of the high growth period.
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A B D G H | J
NHIEE RE&ESE 53
it BEREX oM |F BELREE TO |A/(A+D) (B+E)/( B/A E/D
A+D)
19491 115,878 89419 26459 49,201 13,514 35,687 70.2 624 772 215
1950 112859 81458 31401 97538 37,636 59,902 53.6 566 722 386
1951] 119,202 96,598 22,604 169,193 63,234 105,959 413 554 810 374
1952 282483 235466 47,017 217096 112486 104,610 565 696 834 518
19531 314955 272222 42733 299372 171,315 128,057 51.3 722 864 572
1954 348,301 316,846 31455 364117 210560 153557 48.9 740 910 5738
1955) 373,213 348,366 24847 386,253 215,620 170,633 49 1 743 933 558
1956{ 377,657 355850 21807 506,143 227,133 279,010 427 66.0 94.2 449
1957 411965 388,348 23617 705,767 307,243 398524 36.9 622 943 435
1958] 453599 426,749 26,850 878,052 396647 481405 341 61.8 941 452
1958 495873 460,008 35865] 1056987 439324 617,663 319 5719 928 416

ETEREXRTEN. BE, Ak, BEOIER.
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F2 EREHLIKE
(BF M. %)

A B C D

it ASEME KM B/A
1950 44183 2,000 42183 45
1951 70,850 30,990 39,860 43.7
1952 81,142 32,400 48,742 399
1953 128,790 44,820 83,970 348
1954 146,646 49,270 97376 336
1955( 172,333 40,044 132,289 23.2
1956 210,544 46,370 164,174 220
1957 231,400 57,331 174,069 248
1958 317,469 54,641 262,828 17.2
1959 353,557 21,001 332,556 59
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(BFMH)
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A&EHE FAZRA BARE |EoitE HFAERA BARE
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