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Abstract. After the World War II, Japan established and implemented strategic trade policy and 
succeeded in recovering its economy. On the basis of literature review, this thesis sorts out three 
traditional trade theories and analyzes the strategic trade policies implemented by Japan in different 
historical stages in combination with the study of Japan's strategic trade theories, and points out 
their strategic objectives, specific measurements and influence. It makes up for the lack of systematic 
and comprehensive explanation and argumentation of national conditions analysis, strategic 
objectives and relevant specific measures, including the impact of external environment in the 
existing literature. By comparing with the western countries, the paper summarizes four 
characteristics of Japan's strategic trade policy to promote the leap of Japanese economy: in the 
early stage, it made full use of the support and utilization of the United States; In the early and middle 
period, trade protectionism was established; In the medium term, it gradually opened up and Japan's 
international influence enhanced. In the middle and late period, Japan succeeded in transforming in 
the obstacle, and it promoted the upgrading of Japan's industrial structure, so that it can compete 
with developed countries. The experience of strategic trade policy with Japanese characteristics can 
be used as reference for China from two aspects: timely adjustment of trade policy and emphasis 
on science and technology. 
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1. Introduction 

After World War II, the world economy was restructuring. With the success of the strategic trade 

policy and the Japanization of the international division of labor theory since the early 1960s, Japan 

became one of the few non-Western countries that took off economically at that time and the second 

largest economic entity in the world in the mid-1970s. Japan's experience shows that strategic trade 

theories are important to economic development. Therefore, the analysis of them at different stages 

has theoretical and practical value for other countries. 

There have been many excellent research results in the research of Japan's strategic trade policy. 

They focus on the international trade theory, mode, the transformation and development of Japanese 

strategic trade policy, and the enlightenment to China. However, the analysis of national conditions, 

strategic objectives and relevant specific measures in each stage, including external impact, are not 

systematic and comprehensive enough, and the reasons for Japan's success, especially under the 

different Western policies, are not enough. The research of Japan’s experience that achieves the world 

famous success needs more in-depth research. 

Based on the above analysis, the frame of this paper is arranged as follows: First, reviewing the 

relevant literature and clarifying the research focus and innovation of this paper. Secondly, 

constructing the theoretical framework, and discussing the theoretical basis of Japan's strategic trade 

policy through the analysis of three traditional trade theories. This paper analyzes Japan’s strategic 

trade policies implemented in different stages and points out their strategic objectives, concrete 

measures and influence. Third, in order to make up for the shortcomings of the existing literature, this 

paper also analyzes some western trade policies for rapid economic recovery, makes a comparative 

analysis with Japan in the same period, points out their differences and the adaptability of trade 

policies under different national conditions, and finds out the reasons for Japan's success and the 
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uniqueness of its policies. Finally, this paper will also analyze the inspiration of Japan's experience 

to China and find out some merits that China can adopt.  

2. Literature Review 

In recent years, Chinese scholars have provided a lot of research results on Japan's trade policy 

after World War II, the characteristics of it and the enlightenment to China. They analyze the micro 

and macro levels of Japan's industrial development and implementation of trade, consolidating the 

research foundation of Japan's strategic trade policy. 

On research objects, the literature focuses on Japan's trade policy after World War 2, and analyzes 

the policy and the development of Japan. According to Dang Qi (2017), the practice of Japan's 

strategic trade policy can be divided into three stages: the initial post-war economic recovery stage 

(1945-1955), the rapid economic growth stage (1955-1973), and the higher level stage after the First 

Oil Crisis (1973-1986). It can be seen that Japan’s policy would be adjusted according to the stage, 

from "protectionism" to "phased liberalization policy" to "trade liberalization policy", reflecting the 

careful analysis of the Japanese authorities on the domestic and international markets and national 

conditions. [1] Qiang Lei (1999) pointed out that although Japan's policy was influenced externally, 

it was the Japanese government itself that promoted the coordination of policies at different stages 

and achieved economic success. [2] 

On research questions, the literature focus on the changes and effects of Japan's strategic trade 

policies and the enlightenment to China. Song Yunlong (2003) analyzed the main contents and 

characteristics of the policies and pointed out that in the 1970s, when Japan developed economic 

rapidly, the government invested limited resources into heavy chemical industry through intervention 

and national policies such as building a nation through trade and technology. Through preferential 

policies to support the export industry with economies of scale, advance the industrial structure, 

knowledge-based, technological progress as the key driving force to achieve heavy chemical 

industrialization; To obtain the international competitiveness and catch up with the advanced level of 

the world as the goal of Japan through the implementation of the policies. They also have clear 

objectives, prominent focus, adherence to principles but flexible application. It also provides some 

suggestions to China from the aspects of the necessity and flexibility of the government's intervention; 

developing, supporting high-tech industry, and invigorating foreign trade system. [3] Sun Wenyuan 

(2004) mainly elaborated on the methods and the characteristics of implementation, emphasizing the 

domestic enterprises gain competitiveness in the international market by government’s intervenes. [4] 

By elaborating Japan's objectives, policies, and domestic origin of the policies from primary to 

advanced in the 1970s, Yu Bo (2010) highlighted the historical background and importance of Japan's 

industrial transformation that from capital-intensive heavy enterprises to energy-saving knowledge-

intensive enterprises. It emphasizes the government's accurate grasp of the national conditions and 

the international market, the difference between Japan and western countries, and the uniqueness of 

the implementation. [5]  

On research theory, the concept, connotation and extension of strategic trade was discussed mainly. 

Zhang Xia (2007) defined the concept of strategic trade policy and believed that it has narrow and 

broad sense. The narrow one characterized by "profit transfer" refers to extracting profits from foreign 

oligarchs to domestic enterprises through trade intervention in import and export. When domestic 

oligopolies compete with foreign oligopolies, the government will provide subsidies for domestic 

enterprises to reduce production costs and increase their sales and profits. In import and export trade, 

the government will impose tariffs on foreign enterprises to reduce their share in the domestic market 

to promote exports by protecting imports and suppressing foreign enterprises. The broad one 

characterized by "external economy" theory means that manufacturers need additional government 

subsidies and trade policies to match their technology spillover and economies of scale, thus 

enhancing their international competitiveness. [6] Dang Qi (2017) said that "profit transfer" and 
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"external economy" theories build strategic trade policies. The government's protection of import and 

export highlights the strategic and macroscopic characteristics of the theory. [1] 

However, there are following shortcomings: First, the description of the change of the 

implementation, the national conditions, and the external impact are in the early stage of 

demonstration. Secondly, the analysis of the reasons for Japan's success is incomplete and few 

comparative studies have conducted on Japan and western countries, which is difficult to show the 

uniqueness of Japan's policies. Finally, since China plays an important role in international trade but 

it faces some trade bottlenecks externally, summarizing the experience and lessons of Japan is 

significant to help China break through these challenges. However, the existing literature in this area 

is not much. 

In order to make up for the shortcomings of the existing literatures, this paper will review and 

summarize Japan's process through the exploration of strategic trade theories, combined with the 

domestic development and external changes, and deepen the research in this field. Additionally, the 

paper analyzes the reasons that the policies promote Japan's economic development and international 

competitiveness, and compares it with western countries, revealing their uniqueness and universality. 

Finally, Japan's experience can help China solve trade barriers and challenges. Thus, this paper 

provides theoretical value for the research in this field and practical application value for China and 

later developing countries. 

3. The Development Process from Traditional Trade Theory to Strategic Trade 

Theory 

From the origin of the traditional trade theory (Thomas Mun, a representative of mercantilism in 

the late 17th century), foreign trade could form a virtuous circle of currency, trade, and currency. 

Adam Smith found that trade has the role of managing excess products and promoting economic 

development by expanding the market. The traditional trade theory is based on the international 

division of labor theory. It can be traced back to Adam Smith's theory of absolute interest, David 

Ricardo's theory of comparative interest and Heckscher-Ohlin's theory of factor endowment. 

(1) The Characteristics of Adam Smith's Theory of Absolute Interest 

In An Inquiry into the Nature and Causes of the Wealth of Nations, Adam Smith articulated the 

basis of the theory of absolute advantage: "If foreign countries can supply us with goods cheaper than 

we can make them, we had better buy from them a portion of the goods produced by our own 

advantageous industries." [7] This theory forms the basis of international trade and division of labor 

theories. If a country produces Commodity A more efficiently (with absolute advantage), but 

produces Commodity B less efficiently (with absolute disadvantage), it can specialize in producing 

Commodity A (with absolute advantage), so as to exchange this product for the product with its 

absolute disadvantage by trade. Hence, resources can be maximized used and all countries can gain 

higher profits from trade. This theory is to determine whether countries have an absolute advantage 

by comparing how much they cost to produce a particular commodity.  

However, there are some shortcomings. For example, Country A have an absolute advantage in 

producing certain commodities, and Country B do not have, but they both can trade and benefit from 

it. However, this theory cannot explain this phenomenon. Therefore, David Ricardo developed the 

theory of comparative advantage, through the explanation of trade basis and benefits, making a further 

explanation of international trade. 

(2) David Ricardo's Theory of Comparative Advantage 

David Ricardo, in the Principles of Political Economy and Taxation, pointed out that though a 

country has an absolute disadvantage in producing a certain commodity, it may still benefit both 

buyers and sellers by trading. In other words, a country can produce products with smaller absolute 

disadvantages (comparative advantages) in exchange for products with larger absolute disadvantages 

(comparative disadvantages). It can be seen that this country can break through the its resources 

restrictions by trade and bring more products and welfare to itself. This theory is based on different 
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production cost of different countries and points out that trade should not only focus on the absolute 

advantage (disadvantage), but on comparative advantage (disadvantage) to make countries easier to 

make profits by trade, which greatly promotes the development of the international division of labor 

theory.  

However, these two theories had strict theoretical premise, such as the comparative advantage of 

the two countries should be unchanged (no economy of scale); The trade should be under the perfect 

competitive market, with barter transaction as the transaction mode. No technological progress, etc. 

Therefore, since the beginning of the 20th century, some economists have supplemented classical 

theories to explain international trade from the perspective of factor endowment of production. 

(3) Heckscher-ohlin's Factor Endowment Theory (H-O Principle) 

In the Influence of Foreign Trade on Income Distribution, Erry Heckscher pointed out that when 

two countries have the same production technology, the difference in production factor endowments 

will also create the basis for trade and division of labor. Bertil Ohlin continued to develop this theory 

in Interregional Trade and International Trade, forming the Heckscher-Ohlin factor endowment 

theory of production. This theory studies the causes of comparative advantage, and holds that a 

country should produce and export products whose factors of production are relatively rich, and 

import products whose those are relatively scarce. Within a country, the cost of production factors 

often determines the price of goods, and different costs will promote different prices, thus promoting 

international trade.  

So the above three theories build up the traditional international trade and division of labor theories. 

However, with the time developing, war and other factors broke the balance of the traditional theory, 

and it cannot explain the new national economic development patterns. Therefore, this paper will take 

Japan as an example to analyze the new trade theory after World War II - strategic trade policy, to 

analyze its policies, goals, characteristics and other fields at different stages to find out how it helped 

Japan grow from a defeated country to the world's second largest economy. 

(4) The Theoretical Basis of Strategic Trade Policy  

Strategic trade policy theory discusses trade intervention through “profit transfer” and “external 

economic” theory.  

"Profit transfer" theory points out that the pre-condition for a country to transfer monopoly profits 

from abroad to home through policy such as subsidies is that there is monopoly competition and 

oligopoly in the world market, to increase domestic welfare. For example, strategic export and import 

subsidies and import protection to promote export policies are the main points of the theory.  

"External economy" theory means that the government supports the industries that have a huge 

domestic "external effect". It can improve the international competitiveness and benefit other related 

industries and increase domestic welfare. Also, the theory can be divided into monetary external 

economy and technological external economy. The government supports the strategic industries in 

the country’s external economy, and while enhancing their international competitiveness, it can also 

benefit other related industries through the effect of the external economy, thus driving the growth of 

the national economy.  

Additionally, Dixit (1988), Eaton and Grossman (1986), based on their studies on industrial 

organization theory and game theory, reached a conclusion similar to the above theories on the impact 

of government subsidy policies on export production and trade under conditions of imperfect 

competition and economies of scale. The above theories are the research basis of strategic trade policy 

theory.  

4. The Development and Changes of Japan's Strategic Trade Policy from 1945 

to 1990 

After World War II, Japan took trade and technology building as the basic national policy in the 

implementation. Additionally, promoting advancing the industrial structure and knowledge as an 

important policy direction; Technological progress has been a key driver of Japan's modernization. 
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The above thought runs through its implementation process. By adopting differentiated and targeted 

policies for different industries, the Japanese government adjusts the content of strategic trade policies 

according to the characteristics of different periods of Japanese economic development. 

(1) The Establishment Period of Strategic Trade Policy during the Early Post-war Economic 

Recovery (1945-1955) 

In the early post-war period, Japan's factor endowment is: low capital stock, lack of resources, 

backward production technology and a large number of labor surplus. Due to the severe destruction 

of Japan's industry and cities after the war, the large-scale labor force was surplus, so it flowed into 

the countryside, and Japan once formed an "agriculture-based" industrial structure. Also, Japan’s 

serious reduction of coal production after the war almost almost stop all basic industrial sectors. 

However, these poor factors did not make Japan develop labor-intensive industrialization, but the 

government adopted a series of policies to support small and weak enterprises, so that the products 

originally in comparative disadvantage could possess comparative advantages. During this period, 

"trade protection policy" was the main basic policy. The following are specific measures. 

I. Preferential Policies on Finance and Taxation 

In 1946, the Japanese government began to focus on basic industries such as the coal and steel 

industries to restart the basic industrial sectors, so as to try to fully restore industrial production. 

During this period, (1) the Japanese government established the Development Bank of Japan in April 

1951, that would support the development of key industries, assist in the implementation of industrial 

policies, and provide preferential loans for the introduction and improvement of equipment. (2) The 

Japanese government established the Import and Export Bank of Japan in April 1952 as the executive 

and operational agency of the Japanese government's foreign trade policy. It is a government financial 

institution to supplement the import and export of private financial institutions and it has three aspects. 

For example, it provides loan service for Japanese manufacturers' export business mainly of ships, 

vehicles and industrial machinery to promote production expansion; Providing credit services to 

facilitate the export of technology; Provide resource development loan services to secure foreign 

direct investment business of Japanese companies. (3) The Japanese government provides preferential 

tax policies for the industries it focuses on supporting. Its main measures are to exempt imports of 

some important products and modern facilities from customs duties, and to implement special 

deductions for export earnings. 

II. Implementing the National Export Strategy 

In 1958, the Japanese government enacted the Japan External Trade Organization Act, which 

reorganized the Overseas Trade Promotion Association into the Japan External Trade Organization 

(JETRO). Funded by the Japanese government and mainly engaged in overseas market research and 

development, arranging for domestic enterprises to participate in trade fairs, responsible for 

international economic and technological cooperation, and conducting joint R&D. In order to support 

such activities, the Japanese government has earmarked funds for the establishment of overseas 

organizations by the Association to provide private enterprises with free access to the international 

market, and to provide information and subsidies to such export enterprises. This measure has greatly 

promoted the export process of small and medium-sized enterprises, which can be regarded as a free 

public product for enterprises, and is important to promote their export. 

III. Import Restrictions Were Introduced to Protect Domestic Industries 

The government protected domestic manufacturers by restricting imports, particularly in the 

automotive and heavy-duty motor industries. Although it is to restrict imports, its purpose is to exert 

competitive pressure on domestic enterprises, and encourage them to introduce foreign advanced 

technology to enhance their international competitiveness. For example, in the heavy-duty motor 

sector, the government encourages enterprises to import the No. 1 machine, and on this basis, the No. 

2 machine is produced domestically to narrow the technological gap with developed countries. In the 

automobile industry, enterprises import foreign vehicles, and then disassemble and assemble them. 

In this process, they can understand and absorb the technical advantages, so as to apply them to 

domestic enterprises and thus they can place in international market. Introducing and absorbing 



Highlights in Business, Economics and Management GEFHR 2024 

Volume 43 (2024)  

 

509 

advanced technology narrowed the absolute disadvantage of Japanese goods and they could compete 

with Western countries.  

During this period, the Japanese government took the "trade protection policy" as the main policy, 

and under a series of policies, introduced foreign advanced technologies to help domestic enterprises 

narrow their absolute disadvantage and enable them to compete with Western countries. The policies 

in this period recovered national economy rapidly, advanced the population and industrial structure, 

laid a solid foundation for further economical development, paved the way for the process of domestic 

enterprises entering the international market, and guided Japan to the next stage of rapid economic 

development. 

(2) The Implementation of Primary Strategic Trade Policy in the Period of Rapid Economic 

Growth (1955-1973) 

During this period, Japan's economy developed rapidly. By the mid-1950s, its economy had 

surpassed its pre-war and war peaks. As Western countries, led by the United States, noticed Japan's 

rapid growth in the early postwar period, they began to suppress Japanese companies in the late 1950s. 

Hence, Japan adjusted its strategic trade policy to the stage of "free trade" to further enter the 

international market. During this period, the Japanese government mainly supported the export 

industry, focusing on the implementation of capital - and technology-intensive heavy chemical 

industry policy, the main measures are as follows. 

I. The Phased Liberalization Policy Was Implemented, and the Trend of Trade Liberalization 

Increased 

In the 1960s, as international pressure increased, the Japanese government issued the "Trade and 

Foreign Exchange Liberalization Guidelines" in 1960, which marked Japan's transition to a free trade 

system. In the mid-1960s, Japan joined the Organization for Economic Cooperation and Development 

(OECD). For Japan, it strengthened economic ties and exchanges with the "rich nations" of the world 

at the time. Accordingly, the Japanese government needs to transition to a free system, and implement 

trade liberalization as a necessary measure. On this basis, the Japanese government has decided to 

liberate trade in stages, and on the basis of full publicity and guidance to the industry in advance, it 

has set a deadline for various industrial protection, so as to promote the international competitiveness 

of enterprises before opening its international market. It also has decided to postpone the liberalization 

in strategic industries such as automobiles and electronic computers, which still have problems in 

international competitiveness, to buy time for the development of it. 

II. Implement Tariff and Non-tariff Barrier Policies to Restrict Imports 

At this stage, Japan's import policy and system had two aspects. The first is to promote export by 

import, mainly import the production of essential primary commodities and foreign advanced 

equipment; The second is to protect backward industries such as car and computer industry by 

restricting imports. In the 1960s, due to the constraints of Japan's membership in the OECD, and in 

order to prevent the impact of market liberalization, the Japanese government revised the tariff system 

and abolished the previous foreign exchange quota. Therefore, the tariff system has become more 

flexible, such as changing from AD valorem tax to volume tax, adopting emergency tariff system, 

tariff quota system and mixed tariff system. And they make Japan still have the initiative in the 

process of opening up and enhance the resilience. Additionally, the Japanese government has adopted 

non-tariff barriers, such as stipulating strict standards and health and quarantine systems in addition 

to the quota and import licensing system. There are also hidden provisions, for example, in 

government procurement, although the government is open to foreign suppliers, but plenty of 

complex procedures and short delivery period, they cannot participate indeed. These non-tariff 

barriers restrict foreign products to the domestic market. 

III. Implement Industrial Policies Focusing on Supporting Heavy Chemical Industries 

After the Japanese government determined the policy of focusing on developing heavy chemical 

industry, it introduced a large number of advanced technologies from Western countries and 

accelerates its industrial modernization. According to data, in 1960, Japan introduced 251 pieces of 

machinery technology and 155 pieces of chemical technology. Also, after the development of the 
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heavy chemical industry, electronics and automobiles have the ability to develop themselves. In 

addition, the transformation of energy brought by it also adjusted of Japan's industrial structure. 

During this period, Japan changed from relying mainly on coal to entirely on petroleum, which 

promoted the petrochemical industry, and this also promoted other basic industries such as steel 

industry. In this sense, the focus on heavy chemical industry adjusted Japan's industrial structure, and 

the transformation of energy was also important. 

IV. Adopt the Policy of "Income Doubling Programme" to Adjust the Industrial Structure 

In 1960, the Japanese government promulgated the National Income Doubling Plan to advance its 

industrial structure. The aim is to focus on high-productivity sectors rather than low-productivity 

sectors. Emphasizing developing heavy chemical industries with high technology content and 

productivity, and forming an export structure dominated by heavy chemical industrial products with 

high added value, so as to increase foreign exchange earnings and national welfare. 

During this period, Japan's focus on developing heavy chemical industries, gradually liberate trade, 

and protect domestic industries and promote their competitiveness. This stage greatly enhanced 

Japan's industrial strength, led by the manufacturing industry, and its trade began to be in an 

advantageous position. 

(3) Higher Level Adjustment of Strategic Trade Policy after the First Oil Crisis (1973-1986) 

Under the first oil crisis, Japan's rapid economic growth was hindered, and the energy shortage 

and trade friction made the previous policy inefficient. Therefore, Japan needs to adjust its strategic 

trade policy based on the world situation and domestic pressures. At this stage, Japan changed its 

goals from capital-intensive industries represented by heavy chemical industries to knowledge-

intensive industries represented by processing and assembly industries. Japan's trade policy 

adjustment is mainly manifested in the following points: 

I. The Further Open of the Degree of Trade Liberalization 

Due to the trade friction caused by the oil crisis, Japan has to further open the market, and the 

policy with protectionism cannot make it dominant the international market. As a result, the Japanese 

government has drastically adjusted related policies in imports and exports. In imports, the Japanese 

government raised the basic principle of "freedom in principle, restriction in exception" in the Action 

Plan for Market Opening published in July 1985, in order to reduce tariffs and eliminate non-tariff 

barriers to lower import thresholds, in order to reduce import restrictions and further promote trade 

liberalization. In the mid-1980s, its tariff rate was the lowest among major developed countries. In 

exports, Japan continues to implement voluntary export restrictions to reduce the trade surplus and 

ease trade frictions. In addition, in the context of focusing on knowledge-intensive industries, the 

government gradually adjusted the export structure, gradually reducing the proportion of heavy 

industries in it, and increasing the proportion of knowledge research commodities. Meanwhile, Japan 

has transferred its energy, labor and other resources to neighboring countries, transforming it from an 

export of capital goods to that of technological knowledge. 

II. The Center of Trade Is Tilted toward the Asia-Pacific Region 

After the oil crisis, most Western countries experienced a great depression, most developing 

countries were burdened with more economic debt, and the global trade doctrine tended to be 

protectionist. With the consolidation of the European Economic Community and the preparation of 

the US-Canada free trade area, Japan turned its attention to the East Asia with more development 

potential, so that Japan's trade center began to tilt to the Asia-Pacific region. To conform to the trend 

of times, Japan insists on multilateral trade, and raises the idea of "Pacific Rim Economic Circle" to 

promote the exchange of talents, resources and trade between Japan and other countries, strengthen 

the economic penetration in this region, and actively promote the development of the Asia-Pacific 

Economic Cooperation to advance its "Asia-Pacific Economic Strategy" and build an economy with 

Japan at the center and East Asian countries as the economic sphere of strength, to compete with the 

United States and Western Europe in international trade. 

III. Strengthen the Implementation of the Strategy of Building a Nation through Science and 

Technology 
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In early implementation, Japan fully realized the impact of advanced technology and its position 

in the international market. However, with its rapid development of economy and continuous learning 

from advanced countries, it is more difficult to introduce new knowledge. Therefore, Japan proposed 

the strategy of "building a nation by science and technology", continued to strengthen the competitive 

advantage of its exports, and attempted to overcome the disadvantage of limited resources with the 

characteristic of advanced science, and occupied the international market with knowledge-intensive 

commodities. At this stage, Japan from the introduction, absorption, imitation of foreign products, 

officially entered the period of self-research and innovation, the advantage of knowledge into the 

stimuli of economic growth. Japan also implemented strategic policies to promote "building a nation 

by science and technology". For example, Japan has established a stable energy supply mechanism 

to cope with the impact of energy crisis. Strive to make the export industry knowledge intensive, set 

the direction of industrial reform as high-tech industry; Promote the internationalization of science 

and technology, and upgrade Japan's industrial structure through the international cooperation, so that 

Japan can achieve the high-grade of exports.  

At this stage, Japan timely adjusted its strategy to cope with the impact of the oil crisis and 

international changes, in order to further liberate strategic trade policy, promote knowledge 

intensification and multilateral trade, and to steadily develop its domestic economy and international 

trade in the countercurrent of the world economy. 

5. Compared with Western Countries, Japan's Strategic Trade Policy Has 

Promoted the Characteristics of the Japanese Economy to Achieve a Leap 

forward  

After World War II, Western countries raised plenty of policies to recover economy quickly. For 

example, the United Kingdom mainly uses Keynesian demand management policy to stimulate 

economic growth and increase employment by adjusting bank interest rate and tax rate. The United 

States proposed the Marshall Plan to form NATO and the Warsaw Pact to compete for its dominant 

position in international market and politics. And then the New Economic Policy and federalism 

proposed by the Nixon administration. These economic policies helped the country recover quickly. 

All of these Western countries have focused on stimulating economic growth through financial or 

political tools, with some degree of success. However, how did Japan, as a defeated power in the East, 

recover its economy through its unique strategic trade policy, even surpassing Britain, as a victorious 

power in the West, and the Soviet Union, the "boss" of the Warsaw Pact Organization? Has the 

following characteristics.  

(1) The Early Stage - the United States’ Support and Use  

At the end of World War II, the United States occupied Japan, helped Japan eradicate militarism 

and feudalism, and enacted a series of laws to establish a reasonable market economy system. Since 

Japan could not have army, it greatly reduced its military spending and used it for economic 

development. In addition, the military orders brought by the United States in the Korean War and the 

Vietnam War totaled $4.27 billion, and the measures taken by the US to Japan greatly increased its 

original accumulation of capital used to restore the economy, so that it has enough funds to carry out 

economic recovery.  

(2) Early and Medium Term - Trade Protectionism  

In the 1950s, though Japan had received support from the US, it was still difficult for Japan to 

place in the international market and compete with major countries because of its low capital stock, 

backward technology, small land area, lack of resources and surplus labor force. Therefore, Japan 

chose to prioritize developing domestic economy and weaken the absolute disadvantage of domestic 

goods. The main measures taken are as follows: 1. Vigorously develop basic industries, such as coal, 

steel, etc., in order to fully restore domestic industrial production. (2) Establish the Japan External 

Trade Promotion Agency (JETRO) to provide welfare to private enterprises, provide them with free 

access to international markets and subsidies to support them. 3. Introduce technology to encourage 



Highlights in Business, Economics and Management GEFHR 2024 

Volume 43 (2024)  

 

512 

competition and take protective measures for specific industries. For example, large motor industries 

such as automobiles are encouraged to introduce foreign advanced technology to enhance its 

international competitiveness. During this period, Japan vigorously introduced foreign technology 

and policies, and collected relevant information from developed countries to support domestic 

enterprises. At the same time, the industrial base is restored to lay a solid foundation for the 

subsequent development of higher technical levels.  

(3) Medium Term -- Gradually Opening up  

By the mid-1960s, Japan had laid the industrial foundation for the resumption of normal domestic 

production, and some goods were able to compete in the international market. Therefore, Japan 

decided to partially liberate trade at this stage, to seek for its place in the international market, and to 

lay the foundation for subsequent higher-level development. The surplus of labor force has been 

greatly reduced, the unemployment rate has decreased, and resources have been effectively used. 

Specific measures are as follows: 1. Join the OECD (Organization for Economic Cooperation and 

Development) to strengthen economic ties and exchanges between Japan and major countries in the 

world. 2. Adjust the tariff system to enhance the resilience of the Japanese government, so that it has 

initiative in the process of opening up. 3. The implementation of non-tariff barriers prevents foreign 

enterprises from entering the Japanese market and weakens the competitiveness of their products in 

Japan. 4. Put forward the Plan for Doubling National Income to promote the transformation and 

upgrading of industrial structure from labor-intensive industries to technology-intensive industries. 5. 

Liberalization of specific industries in a phased manner, i.e., from gradually to fully. Such as 

automobiles, electronic computers and other strategic industries with weak international 

competitiveness originally, the Japanese government postponed putting them into the international 

market to obtain more time to enhance their absolute advantage. The above measures mark the 

transformation of Japan from trade protectionism to free trade. However, the Japanese government 

did not rush, during this period to adopt the policy of protection and open coexistence, phased 

liberalization, and put its products with absolute advantages on the market to make profits, in order 

to support other domestic industries with absolute disadvantages. Additionally, these methods 

increased Japan's influence internationally and strengthened economic exchanges and cooperation 

between Japan and other countries.  

(4) The Middle and Late Period - the Transformation in the Obstruction  

In the 1970s and 1980s, the global economy came to stop since the first oil shock. Japan also 

adjusted its strategic trade policies according to changes in domestic and international conditions. 

The main measures are as follows: 1. Further liberalizing trade, reducing import restrictions and 

increase foreign investment in Japan by reducing tariffs and eliminating non-tariff barriers. 2. Shift 

the center of trade to the Asia-Pacific region. With the continuous improvement of Japan's strength, 

Japan is eager to establish an economic sphere with Japan as the leading role, in order to compete 

with Western Europe, the United States and other economies, and further strengthen the international 

status. 3. Vigorously promote the strategy of building a nation through science and technology. After 

fully absorbing foreign advanced technology, Japan's own products have reached the international 

advanced level. To further explore the international market, Japan decided to further develop science 

and technology, adding the label of "Japanized modern technology" to the goods. It will also promote 

the upgrading its industrial and export structure. With the continuous improvement of Japan's national 

strength, it has gradually turned its goal to the world, from learning to imitate to creating innovation, 

from the "bub" behind the Western countries to upgrade to the "leader" who can fight against them. 

Hence, technology, trade liberalization, and the adjustment of policies according to domestic and 

foreign situations are crucial.  

To sum up, Japan’s transformation from protection to free and the emphasis on science and 

technology that make it take off its economy. From a defeated nation in less than 50 years to develop 

into a major economy in the world, the strategic trade policy with Japanese characteristics has played 

a key role in this process, and it is the adjustment of it according to the situation and economic 

development stage that has made Japan's economic recovery a miracle. 
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6. Conclusion 

Although the economic systems and social conditions of China and Japan are different, the 

economic development brought about by Japan's strategic trade policy after the war is still a miracle, 

which provides lessons for the rest of the world. There are two implications for China:  

(1) Timely Adjustment of Trade Policies  

In the process of Japan's development, it is the Japanese government's three major adjustments to 

the strategic trade policy, so that the Japanese government has achieved the "three consecutive jumps" 

of the economy, even in the global economic countercurrent can be isolated. Specifically, in the 1950s, 

through the development of basic industries and learning from foreign countries, Japan laid the 

foundation for the full resumption of industrial production and international exchanges, so that Japan 

could avoid obstacles when entering the international market. In the 1960s, with the improvement of 

national strength, it began to open the door initially, and found a balance point that made Japan the 

most profit in protection trade and free trade, so that Japan entered the door of the international market 

and appeared on the world stage. In the 1970s and 1980s, Japan opened up further and looked globally. 

With its own strength, it is eager to establish its own economic sphere of influence, as a regional 

leader, with the capital and strength to compete with other major economies in the world. Japan also 

took the opportunity to greatly strengthen its influence in the world. It can be seen that the Japanese 

government achieved the transformation from a defeated country to a major economy through timely 

adjustment of policies. At this stage, China also needs to adjust its trade strategy appropriately 

according to domestic and foreign conditions, gain a firm foothold in the international market, and 

achieve sustained economic growth.  

(2) Attaching Importance to Science and Technology  

Japan began to learn and imitate foreign advanced science and technology in the 1950s, weakening 

the absolute disadvantage of its own products, and finally realized the advancement of local science 

and technology before the 1980s. And during this period, vigorously promote the strategy of science 

and technology, continue to innovate at the international cutting-edge level, so that Japanese goods 

have the characteristics of Japanese characteristics of scientific and technological modernization, so 

that the goods have an absolute advantage in the international market, strengthen Japan's international 

influence, and consolidate Japan's position in the international market. From Japan's experience, 

China's development of cutting-edge science and technology also needs to have an absolute monopoly 

advantage, so as to lead the world's trade and economic development. 
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