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Chapter Nine 
Conclusions and Future Prospects 

Liberal states are primarily those of the English-speaking world: Britain and the settler 
societies of the United States, Australia, Canada and New Zealand. They can be 
usefully distinguished by their regulatory goals and by their state-society relations, in 
particular the government-business relationship and the state's role in the economy. 
With a state tradition built on the primacy of individual over collective rights, the 
suspicion of state power and the celebration of free markets as the key to prosperity, 
liberal states have long approached their economic role, and the interventions that must 
perforce be carried out from time to time, as something to be tolerated, however 
momentarily, rather than improved and perfected. 1 

The world's economy has experienced dramatic transitions in the latter 

quarter of the 20th century. The circumstances faced by governments of Canada, 

New Zealand and Australia are part and parcel of a broad international 

reconfiguration of the global economy, one spurred by such central political 

events as the collapse of the Soviet Union and such diffuse phenomenon as the 

profound impact of technological innovation. The difficulties that the three 

countries under investigation have faced in attempting to capitalize on 

opportunities in the Japanese economy - one of the world's most important and 

most difficult domestic markets - are but a small piece of a complex global 

puzzle. The issues investigated in this work, particularly the administrative and 

commercial transitions associated with the shift from state intervention toward a 

neo-liberal economic philosophy, have implications that both affect the specific 

countries and trade relationships under investigation and extend beyond them. 

While this examination has emphasized the importance of international 

influences, it is important to recognize that other factors, unrelated to ideology 

and new theories of economic management, were influential in determining the 

1Linda Weiss, The Myth of the Powerless State, (Ithaca: Cornell University Press, 1998), p.20. 
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actions of national governments. The examination of the policies of these three 

countries toward one of the world's largest and most important economies, that of 

Japan, has demonstrated a pattern of comparative inaction and a strong reliance on 

business-led initiatives. There were (and are), of course, factors other than neo­

liberal ideology affecting government decision-making and influencing the nature 

of national policies after the mid- l 980s. These political and policy-making 

considerations weighed heavily on government leaders and, in many cases, 

opened the door to market liberalization and the adoption of neo-liberal economic 

development policies. 

It is important to remember, for example, that mounting national debts and 

deficits had, by the early 1980s, effectively tied the hands of governments. This 

was particularly the case in New Zealand, where unwise expenditures by the 

Muldoon administration had brought the country to the edge of bankruptcy. 

Australia and Canada were only in marginally better fiscal shape, having lived 

through two decades of intense state intervention in social and economic affairs 

and having produced massive national debts as a consequence. The rise of power 

of the Progressive Conservatives in Canada in 1984 and attempts by Paul Keating 

to re-orient the Labor Party of Australia around a less interventionist economic 

strategy originated in the realization that their governments had little financial 

flexibility. As an important corollary to this, the financial difficulties experienced 

in the countries created considerable doubt among the electorate about the ability 

of governments to provide strong economic leadership and to make decisions and 

investments in the long-term interests of the nation. The adoption of the laissez-
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faire model, then, came at least in part by default, due to the absence of a suitable, 

viable, and politically acceptance plan for national economic leadership. 

Further, in each of the three countries, pressing domestic matters distracted 

attention away from matters of international commerce and investment; in neither 

Australia, Canada nor New Zealand was there a ground swell of public interest in 

patterns of international trade or in the nation's international economic 

performance. Canadian politicians devoted far more time, for example, to the 

ongoing debate about Quebec independence than they did to international trade 

concerns. New Zealanders, in contrast, argued at length about the current and 

future role of their vaunted welfare state and about the need to respond to the 

country's legal and moral obligations to the Maori. Australia addressed similar 

concerns about Aboriginal rights, and faced a debate similar to that in New 

Zealand about the future of state intervention and support. In Australia and 

Canada, long-standing conflicts over the division of powers between the national 

government and state/provincial administrations made it very difficult to develop 

a coherent national policy in any field, including international trade. The financial 

pressures outlined above also generated debate about the future of state-owned 

corporations, many of which were the focus of considerable public sentiment; 

concerns about the future of nationally-owned utilities, resources, and service 

providers (especially in the health care sector) served as the focus for intense 

national debate. 

As well, national governments sought to reassure electorates reeling from years of 

economic turmoil that they were protecting the nation's well-being by 

strengthening existing trade connections, rather than by trying to convince the 
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business community and the public at large to take bold steps toward 

comparatively unknown markets. Canada, for example, used its political 

resources to negotiate a free trade agreement with the United States (later 

expanded to include Mexico), a process that engulfed the country in dramatic 

political debate but that attracted virtually no discussion in the United States. 

Australia and New Zealand, likewise, expanded trade connections between the 

two countries, adding to what was already a very strong economic relationship. 

Following this line, and given that Japan was, before 1985, already Australia's 

largest trading partner, it is not surprising that the Australian government was able 

and willing to do more than Canada or New Zealand to extend commercial 

relations with that country. In all three countries, pursuing the familiar was easier . 

and more politically acceptable than chasing after new markets. 

Neo-liberalism figured prominently in the actions, and inactions, of the national 

governments of Australia, Canada and New Zealand vis-a-vis trade and 

investment opportunities in Japan. The argument that governments had but a 

minimal role to play in business development and in the direction of the national 

economy found adherents in many places, including political parties of the right 

and the left, and among many leading members of national civil services. But the 

pattern of inactivity in the promotion of international trade and investment with 

Japan described herein reflected more than the extension of a political ideology. 

In each case, neo-liberalism suited the countries, providing an appropriate model 

for international business development that fit with the nation's fiscal and 

administrative resources and that meshed with the political preoccupation with 

domestic affairs. 
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Understanding of Japan 

Part of international business development is a good understanding, at 

both the government and corporate level, of the countries with which one is doing 

business. Too much of what Canadians, Australians and New Zealanders know 

about the Japanese economy is gleaned from second hand sources, translated 

materials or official Japanese representatives. Australia is the only one of the 

three countries to have a permanent newspaper or magazine correspondent 

stationed in Japan. While programs like those run by New Zealand's Asia 2000 

Foundation and Canada's Asia Pacific Foundation sponsors journalists to go to 

Asia for a period of time, this is a poor substitute for the long term Japan-based 

correspondent. By the same token, while the number of Canadians, Australians 

and New Zealanders living in Japan has increased over the last decade, few of 

those stay for extended periods or devote that time to developing a deep 

understanding of the Japanese economy and political situation. In telling contrast, 

Toyota Motor Corporation's Tokyo office alone devotes most of the resources of 

a twenty-member department to simply monitoring relevant international political 

and economic events, particularly those in the United States. When long-time 

Japan-based financial journalist Eamonn Fingleton spoke in Tokyo in November 

1997 on the future of the Japanese economy, no Canadian, Australian or New 

Zealander attended. And a March 1998 talk in Vancouver about recent events in 

the Japanese financial system, and the impact of the Asian currency crisis on 

Japan and what all this means for Canada, by Canadian Embassy official John 

Sloan, attracted only a couple of dozen people, mostly local Japan experts. 
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What all this means is that few Canadian, Australian or New Zealand 

individuals or companies are well informed about what is really occurring in 

Japan. The cartelization of the Japanese media and Japan's desire to paint itself a 

certain way to the outside (and even inside) world makes it very difficult to know 

the truth: so Japan is a challenge even for those who truly make an effort. Those 

who do not try hard to know what is really happening in Japan must make do with 

what the Japanese government wants them to think. A nation that is not well 

informed cannot easily analyze events or trends (such as changes in the Japanese 

economy from the mid 1980s through the mid 1990s or the 1997 Asian currency 

crisis) and reach well-reasoned conclusions. 

For the most part then, the changes between 1985 and 1998 in the 

Japanese economy that were most noticed in Australia, Canada, and New Zealand 

were those that appeared on the surface, and that were well-covered in the daily 

media. After the mid 1980s, when the prevailing theme was Japan buying up the 

world, the emphasis was on the fall-out from the bursting of the bubble economy 

and lower Japanese growth rates. North Americans and others in the Anglo­

American world easily accepted the proposition that Japan and Asia were in 

decline. To do so backs up the dogma that government intervention in the 

economy (at least in a different way than that of the critics) is economically 

unsound and it restores assumptions of Anglo-American laissez-faire policy. As 

this was what many people wanted to hear, few looked much further. 

While there is no question that Japan's financial system was in 

considerable turmoil and that substantial debt from the aftermath of the bubble 

economy continues, what this meant for Japan and what it means over the longer 
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term is far from clear. Some serious analysts of Japan have argued that much of 

the bubble economy and its subsequent burst were carefully engineered to move 

capital from the hands of consumers and small business and into corporate 

coffers.2 This viewpoint is a radical departure from the idea that errors in 

judgement allowed the financial sector to go wildly out of control only to be 

eventually roped in by a desperate government. As the result was the addition to 

its GNP of an amount equivalent to the GNP of France, fully competitive 

industries at 110 yen to the dollar and dominance of most key industries, 3 one is 

forced to contemplate the idea that the Japanese government did indeed know 

what it was doing. 

This is true also of the second stage of the financial crisis which occurred 

in late 1997 when a number of blue-chip financial institutions including Sanyo 

Securities Corporation, Hokkaido Takushoku Bank and, most startlingly, 

Yamaichi Securities (one of Japan's big four brokerage houses) declared 

bankruptcy. In addition, Y amaichi and some other institutions were indicted for 

corporate malfeasance including bribing government officials, paying gangsters 

not to disturb annual general meetings and compensating special corporate clients 

for trading losses. While much has been reported about these events, most 

coverage was a simple description of what took place or laments on the 

seriousness of Japan's economic crisis. Few people, foreign or Japanese, were 

asking the most pertinent questions. The Japanese government could easily have 

bailed out Yamaichi Securities. Why did it decide not to do so? Companies have 

2Eammon Fingleton, Blindside; Murphy, Taggart. The Weight of the Yen. 
3Taggart Murphy, The Weight of the Yen, p.199-200. 
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been paying gangsters not to disturb annual general meetings for years. The 

practice is so well known that it is described in introductory books about Japan. 

What made the government suddenly decide to crack down on Yamaichi? There 

are a few possible answers to these questions and it will probably be difficult to 

discover which is correct. What matters, though, is that countries like Canada, 

Australia and New Zealand have commentators raising the questions and not 

accepting what appears on the surf ace as being the full story. Each country has a 

distinct national interest in operating in Japan; it follows, therefore, that each 

country should have its own, independent economic and political intelligence 

about the country. 

Critics have been quick to dismiss Japan in the past and their analysis has 

subsequently proved to be incorrect. Critics spoke of the early 1990s as a time of 

Japanese recession. Yet in the first seven years of the 1990s, Japan's per capita 

GDP (measured by market exchange rates) rose 56% and Japan's current account 

surpluses increased three hundred fold from the same period in the 1980s. The 

emphasis on Japan's financial woes masked, for most observers, the fact that 

Japan was continuing to make powerful inroads into critical high technology 

areas. Japan has retained its emphasis on a manufacturing-based economy and 

has not followed the western lead in assuming that a service-based economy will 

provide a sustainable high national standard of living. While this does not 

guarantee a rosy future for Japan, it suggests that the land of the rising sun should 

not be lightly dismissed. Many Canadian, New Zealand and Australian officials 

and companies, however, are happy to buy the idea that Japan is in decline or that 

the market is too difficult to warrant the necessary effort and therefore tum their 
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attentions elsewhere. Officials at all three Embassies reported frustration at how 

ready new exporters from their countries were to decide to bypass Japan for what 

were perceived as more promising markets elsewhere in Asia. The lack of 

understanding of Japan then has the potential to exact a heavy economic price in 

missed opportunities to develop new export markets and, in the process to, 

diversify national economies away from a heavy reliance on resource natural 

resources and primary products. 

Beyond the Free Market Model - Do Governments Matter? 

In different ways, the three countries studied in this thesis have begun to 

alter their approach to government involvement in international business 

development. New Zealand went through its dramatic shift away from a 

government-dominated socialist economic model toward a free trade business led 

model. The Canadian and Australian governments began to worry about their 

over-dependence on resource exports and look for ways to develop alternate 

exports. Australia became quite pro-active, particularly with regard to Japan, 

sending trade and investment missions, commissioning consulting companies and 

implementing a variety of market strategy initiatives. Canada developed the 

Team Canada approach, an initiative designed to increase Canadian exports by 

encouraging a more coordinated national approach. 

New Zealand's changes were radical and resulted in a more economically 

rational system but also drastically limited government's role, for good and ill. In 

New Zealand in 1998, if direction for international business development is to 

come, it will have to come from the business community. As most of the largest 
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corporations in New Zealand are not Kiwi-owned, the likelihood of the New 

Zealand business community developing a national direction-setting plan is slim. 

New Zealanders, generally, do not appear concerned and feel surprisingly 

confident that their agricultural strengths will sustain them indefinitely. Short of 

the occurrence of another fiscal crisis as serious as that in the early 1980s, it is 

extremely unlikely that New Zealand will change its casual, uncoordinated 

approach to international business development in the near future. 

Australia and Canada have begun to experiment with numerous pro-active 

approaches on the international business front. All of these initiatives, however, 

remain within a very limited band of options acceptable to a neo-classical mind 

set. While some of the Australian and Canadian approaches have been successful, 

the results have been fairly minimal thus far. While government literature in both 

countries points out an increase in manufactured exports, for example, that 

increase is small and sometimes due to manipulation of statistical categories (eg. 

so that slight modifications to resource products move them into value-added 

categories). And in Canada, continued rhetoric about Canada's role as a global 

trading nation has done nothing to diminish the nation's complete reliance on the 

U.S. market. 

In none of these countries has there been much serious discussion of 

forming a national industrial policy, targeting specific sectors, promoting more 

strongly directionist government-business policies or of anything less than a 

policy of international free trade. Other options are seen as being either economic 

heresy or as extending outside the role of government. The possibility then that 

there will be radical changes in the government approach to international business 
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development in Australia and Canada remains slim. Again while both countries 

are concerned about their dependence on resource exports and the lack of strong 

alternate sectors (Canadian and Australian officials are more worried than are 

New Zealanders), a commitment to the neo-classical approach and to limited 

government narrows the interventionist options. Government wishes to take its 

cue from business but the corporate sector does not spend much time on national 

economic planning. Forestry or mining companies, for example, are too busy 

with their own work and too concerned with the future of their industry to be 

wondering if the nation should be developing a computer industry. 

In the trading relationships explored here - those between each of 

Canada, Australia and New Zealand with Japan from the mid- l 980s until 

1998 - government played a limited role on trade, with the exception of 

Japan. Governments tinkered around the edges of a free market model -

sending and hosting government-business trade missions, writing reports 

indicating broad national directions, and hosting trade fairs and 

promotional events. There were a few more pro-active measures which 

saw these governments focus on getting businesses in various sectors to 

coordinate international efforts through the National Sector Teams in 

Canada and Joint Action Groups in New Zealand and Australia. And on 

the investment front, the Australian government's Investment Promotion 

and Facilitation Program has also had been a considerable success. These 

provide the exception that proves the rule, however. Generally, the 

neoclassical model on which Canada, Australia and New Zealand base 
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their governmental roles and responsibilities, limits what governments are 

prepared to do. 

From the results of this study of government involvement in international 

business development - through the case studies of Canada, Australia and New 

Zealand's trade and investment relations with Japan 1985-1997 - some broad 

conclusions can be proposed. Firstly, without some form of leadership (whether 

it is supplied by government or by industry in some form), dramatic intentional 

changes in a country's export profile are unlikely to occur. In the areas where the 

Canadian, New Zealand or Australian governments did nothing to change their 

trade or investment relations with Japan, nothing changed that Japan did not 

initiate. 

Secondly, while even simple leadership, for example, governments 

pointing out certain recommended directions through speeches or signed 

agreements, builds awareness in the business community and has some impact, 

bold and clear initiatives are required if significant change is desired. Australia 

did a lot of talking about the need to diversify its trade with Japan but all the 

initiatives it actually undertook were very small and had little impact. 

Thirdly, the initiatives that governments undertake can either operate on a 

private sector model as with Australia's Investment Promotion Facilitation 

Project, they can be government-led, or they can be government-started but 

industry-led. Canada's National Sector Teams and Australia and New Zealand's 

Joint Action Groups would be a good example of the latter and representatives 

from all three countries extolled the virtues of these industry-government 

collaborations. It is important that the initiatives be well thought out and 
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coordinated, that there is industry participation and that there be some guidelines 

by which success can be monitored. 

Fourthly, governments will not get everything right; neither does the 

public sector. But if change is needed and governments do nothing, very little 

will occur. Governments need to see the national picture and determine if the 

country is on the right path toward the future. If adjustments are needed, it is up 

to government to put those in motion or ensure that someone else will. If a 

national government is going to be peripheral to international business 

development, then it had better be sure that the country has a pro-active and 

innovative business sector willing to take risks and display leadership. It is far 

from clear that such a business sector exists in Canada, Australia or New 

Zealand .. 

Analysts from as broad a spectrum as Kennichi Ohmae, Michael Porter 

and Jenny Stewart all agree that for a country in the 21st century to stake its 

economic future on the sale of its natural resources is folly. Increased competition 

in the resource sector, along with the decreased value of commodity exports, 

means that more value-added exports are needed to underpin an export economy. 

The passion with which this is felt by members of the general public naturally 

varies depending on recent events. Desperation in British Columbia's forestry 

industry in early 1998 has rekindled sentiments about the dangers of relying on a 

resource based economy.4 Yet despite this recognition, the perceived importance 

4It is interesting to note, that while newspaper articles blame much of B.C.'s forestry woes on 
declining demand in Japan, this is not wholly accurate. Japanese housing starts rose 
dramatically in 1995 as consumers tried to beat the implementation of an increase in the 
consumption tax. Housing starts now are simply back to levels prior to this blip. At least part of 
B.C.'s troubles with regard to Japan are due to increased competition from Scandinavia. 
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of Japan and the range of free market acceptable initiatives undertaken, little has 

changed in the export profile of two of the three countries with Japan and 

Canadian exports are still 90 percent resources or partially processed goods. No 

manufactured products make the list of top ten exports from any of the three 

countries to Japan despite the overall rise in Japan's manufactured imports. It is 

incumbent, therefore, on the governments of Canada, New Zealand and Australia 

to ensure that their populations have something beyond resources to sell. To 

depend on industry to lead this change (when the captains of industry are busy 

keeping their own companies afloat) makes no sense. 

Canada, New Zealand and Australia must recognize that the neo-liberal 

approach that they embrace so heartily is not followed in many other places in the . 

world. Analysts have begun to identify the flaws and tensions inherent in neo­

classical approaches to the management of national economies. The 

preoccupation with free market economics at the expense of more social agendas 

has not brought uniform prosperity nor has it brought widespread public 

acceptance of the new approach to governance As Jenny Stewart wrote about 

Australia, 

If history teaches us anything it is that nations whose ruling elites hold to 
beliefs inappropriate to their circumstances will, at the very least, fall 
behind those with a more realistic view of the world. Australia's 
governing elite has been held in thrall by the dogma of the level playing 
field: the belief that the path to prosperity lies in exposing our industries to 
the cleansing power of market forces. Somehow, an assumption made for 
analytical and expository purposes in a single academic discipline -
economics - has become the mainstay of public policy. 5 

5Jenny Stewart, The Lie of the Level Playing Field , p.2. 
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Similarly, not everyone believes either that globalization is inevitable, that it is 

uniformly positive or that it will result in a diminished role for national 

governments. As political scientist Linda Weiss wrote, 

It seems likely that as we move into the twenty-first century, the ability of 
nation-states to adapt to internationalization (so-called globalization) will 
continue to heighten rather than diminish national differences in state 
capacity and the associated advantages of national economic 
coordination. 6 

James Fallows describes the costs of ignoring the importance of government 

leadership and involvement in ensuring its nation's economic success. He writes, 

Until the borderless world arrives, each person's prospects for a satisfying 
and rewarding job rise and fall with the welfare of companies based in his 
or her homeland. (Ask anyone in Britain.) If Northern Telecom, based in 
Canada, loses market share to Fujitsu, there will be fewer opportunities for 
Canadians. They will not sit on the Fujitsu board, nor supervise Fujitsu's 
labs, nor decide about Fujitsu's line of credit at the major banks in its 
corporate family, nor serve as its company doctors, nor do the 
architectural design and construction for its new plants. They may 
eventually get to work at branch plants and dealerships set up in Canada, 
but that will never be the same ... Once a country becomes fundamentally 
dependent on another for technology and money, then it clearly is happier 
to get investment than to have it go somewhere else .... But it is clearly 
better to have more control over the decision yourself - or by people 
subject to the constraints of your political system and social mores 7• 

So, in answer to the question this thesis poses - can governments 

operating in a neo-classical framework have an impact in national economic 

development - the answer is a qualified yes. They can make a difference but only 

if they view their neo-classical bounds as being somewhat elastic. Canada was 

able to adjust its exports to Japan to include more manufactured products and 

6Linda Weiss, The Myth of the Powerless State, p. 21. 
7James Fallows, Looking at the Sun, pp.421-422. 
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Australia was able to attract a disproportionate share of Japan's FOi, through 

programs that were government-led but used private sector methods and ensured 

industry buy-in. Most importantly, though, is it appears governments could have 

done much more if they had tried to do so. Overall, these governments did not 

really produce very much in the way of concrete change. The belief that it is up 

to business to lead the way and that government is to facilitate what business 

wants has proven to be very constraining. Tight reins on what governments 

should do may not be the answer when more dramatic change is needed. Perhaps, 

then, the idea of a more direct role for government in national economies in need 

of re-direction will soon also gain greater public and business acceptance. 

International Trade and Market Liberalization: Theoretical 

Implications 

This investigation of the international trade policies of Australia, Canada 

and New Zealand, tested by way of an examination of the reaction of these 

governments to changes in the Japanese economy, offered an examination of the 

impact of free market philosophies on government policy. At one level, this study 

demonstrates that neo-liberal ideology and the attendant political and policy­

making realities has affected the management of national economies by 

government and has constrained the ambitions and expectations of politicians and 

civil servants. It has also argued, based on the positive impact of a series of 

comparative small national initiatives, that government policies and intervention 

can and have made a difference in influencing international trade and investment. 

Put simply, prevailing economic ideology has effectively tied the hands of 
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government and has reduced their willingness and ability to respond to changing 

conditions and opportunities, often to the detriment of national economies. It 

remains, however, to consider the relevance of this study to the theoretical 

literature and academic debates that framed the inquiry. 

In recent years, scholars in a variety of academic disciplines have debated 

the contemporary and future impact of economic globalization and of the wide­

spread acceptance of neo-liberal concepts of the state's role in economic 

management. 

At one extreme, analysts argue that the age of the nation-state is essentially over, 

and that international forces and organizations have effectively eviscerated the 

authority of national governments. Others contend that the general abandonment 

of government intervention as an economic strategy has left individual countries 

vulnerable to international market pressures and to the decisions of multi-national 

corporations. Over-riding the debate about the effectiveness of government 

intervention is a growing sensitivity to economic globalization and to the 

fundamental reality of an interconnected global economic system that limits the 

ability of national governments to manage their economies in isolation from 

international pressures and events. 

The actions of Australia, Canada and New Zealand provide a useful 

illustration of the impact of neo-liberal ideology. In none of the countries did the 

national business community, operating with few barriers or hindrances imposed 

by governments, respond creatively and effectively to changes in the Japanese 

economy. Other countries, like Sweden, did capitalize on the shifting nature of 

Japanese commerce, and Japan itself proved quite adept at reaction to a changing 
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international marketplace. But the businesses in the three countries under 

investigation did not react in a positive manner to the changing dynamics of one 

of the world's largest economies and did not shift their production, marketing or 

investment activity in a strategic fashion to capitalize on new opportunities. 

There were internal reasons for this relative inaction. Canadian and Australian 

businesses are effectively locked into a pre-1980s mindset of reliance on exports 

of raw materials; neither country's business community has proved particularly 

adept at transforming in response to shifting global realities. In New Zealand, the 

shift from a state-run to a free enterprise economy has been quite successful, and 

the government has sold off most of the state-owned enterprises that once 

dominated the country. But in New Zealand and Canada (and, to a substantial 

extent, Australia as well), many of the major corporations are foreign-owned. 

The dominant corporations have tended not to use Canada or New Zealand as a 

base for innovation or economic transformation and have instead relied on 

traditional products and manufactures. For countries that rely heavily on 

resources and primary processing, like the three under investigation here, 

businesses have not proven to be particularly effective in responding to global 

market conditions or to the demand for a shift to manufactured products. 

The free market system invariably implies that there will be winners and 

losers. Some countries will benefit from the shift to globalization and to 

interconnected international markets; other countries will suffer economically in 

the more open-ended competition. The analysis of the response of Australia, 

Canada and New Zealand to major changes in the Japanese market suggests that 

the three countries will have difficulty adapting to the opportunities and realities 
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of the new order. With governments accepting a limited, responsive, role in 

business development, and with the business communities revealing (to this point) 

little enthusiasm for creative international marketing and a reliance on long­

standing patterns of trade, it is unlikely that these national economies will react 

quickly and effectively to a dynamic, open, and highly competitive international 

marketplace. Advocates of neo-liberal approaches to economic management 

assume that countries and economies will respond creatively to opportunities, and 

give little attention to the inevitability of some countries, regions, industries and 

populations experiencing severe dislocations due to shifts in largely 

unregulated international markets. More attention needs to be given to the 

"losers" in the race toward economic globalization, to the impact of international 

market pressures on l_ocalized markets and industries, and to the disruptions that 

can accompany major economic shifts. 

Scholars have long been interested in national industrial policy and in the 

economic outcomes associated with government intervention in industrial 

development. Under the ascendancy neo;.liberal model, the common economic 

strategy involves a reduction of government activism, not its extension. As this 

study has demonstrated, governments in Australia, Canada and New Zealand have 

opted to take the lead from the business community and, at their most activist, to 

work in association with government agencies. The absence of policy or, as in 

these three cases, the imposition of severe limits on government involvement in 

economic affairs, will increasingly become a field of inquiry. In the 1970s, 

national governments in western democracies were actively involved in the 

-413-



management of the economy; by the late 1990s, most governments had withdrawn 

from these activities. 

More research is required, on both domestic and international markets and 

on a variety of countries, to ascertain the effectiveness of the new approach, if it 

can be called such, to industrial planning. The vast majority of the analytical 

work on industrial policy is predicated on the idea of an activist state, and 

assumes the willingness of the government to take a lead role in managing the 

economy. Current political and ideological realities work against such an 

approach. And even if the analysts themselves favour a return to state leadership 

- and many of them do - it is important that scholars begin to examine cases 

where governments have stepped out of the activist role and start to develop 

models and suggest approaches for economic guidance that work in such a non­

interventionist environment. There are, as Australia, Canada and New Zealand 

have demonstrated in relatively minor ways, still tools, actions and programs 

available for governments seeking to improve economic conditions, even in a 

neo-liberal environment. There are also ways in which the business community or 

industry associations could also take the lead in developing strategy for 

international business development. It is vital that theoretical and conceptual 

work keep up with changing political realities and begin to provide suggestions 

and analysis of the new political-economic milieu. 

In the late 1980s, many western observers looked to Japan for an example 

of state management of economic development. The bursting of the "bubble 

economy" dampened enthusiasm for the Japanese model and resulted in 

widespread criticism of the Japanese approach to government-business relations. 
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Much of the current political and journalistic commentary has assumed that Japan 

is in great difficulty, a misunderstanding of the country's current economic 

situation and future prospects. A close examination of the Japanese government's 

current activities, including its strong support for information technology and high 

technology manufacturing, makes it clear that the government has not abandoned 

its interventionist approach and continues its efforts to direct the development of 

the national economy. In the past, too much was made of Japan's economic and 

commercial success, and western observers often uncritically advocated adopting 

that model of government-business relations. At the end of the 20th century, 

commentators moved too quickly to dismiss Japan's achievements and to assume 

that the country's pattern of state intervention did not work as effectively in the 

era of free markets and globalization. 

Furthermore, as demonstrated with the three countries under investigation 

here, consideration must also be given to the economic opportunities missed by 

those countries, regions and sectors that misread or ignored fundamental shifts in 

the international economy. The assumption seems to run through the literature -

ignoring the earlier experience of countries like Argentina, Brazil and Chile - that 

first world nations will retain their position throughout the process of 

globalization. Capitalist economies, it is implicitly asserted, will retain their 

comparative position through their advanced stage of economic and political 

development. This investigation at least raises questions about the inevitability of 

wealthy countries, like Australia, Canada and New Zealand, retaining their 

relative position. The emergence of Japan, Singapore, and Taiwan as economic 

powers was hardly predicted thirty years ago, nor did forecasters recognize the 
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potential decline in the economic importance of countries like the three under 

consideration here. But if their response to the Japanese market is an indication 

of economic prospects - and that is very important and as yet unproven - then 

the economic future might not be very favourable. If these countries could not 

respond quickly, creatively and effectively to the Japanese market, it is possible 

that they will not react appropriately to future shifts in global markets (unless, of 

course, they replaced the missed opportunities in Japan with new markets in other 

countries). 

Trade liberalization and the widespread adoption of the neo-liberal 

approach to economic management have dominated the western political scene for 

less than two decades. While enthusiasm for free markets remains widespread, 

problems are beginning to appear. The attempt to secure a Multilateral 

Agreement on Investment (MAI), which would have further liberalized 

international finance and investment, collapsed due to the protectionist sentiments 

and worries of, at least, the general public in many of the participating countries. 

Similarly, as the uneven development of the global economy under free trade 

conditions continues, concerns arise in countries that are not seen to be benefitting 

from market liberalization. Analysts who predicted the end of the nation state and 

the continued rise of international organizations and multi-national corporations 

might well have failed to account for the persistence of nationalist sentiment, the 

resilience of national governments, and the potential re-emergence of state 

intervention as government policy, following a downturn in national or 

international markets. This is not to argue that the situation in western 

democracies will soon return to the level and nature of state intervention evident 
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in the 1970s and early 1980s; it does suggest that governments will seek, and 

electorates will demand, measures to protect and improve national economies. 

The nation state is not about to fade into political obscurity. 

The relative failure of state-driven economic management to provide for the 

stability of national economies did much to lay the foundation for widespread 

acceptance of neo-liberal policies. Political parties and leaders who continue to 

advocate a return to the interventionist strategies of the past have, in Australia, 

Canada and New Zealand, experienced electoral difficulty and will likely continue 

to do so. At the same time, the relatively small adaptations of the national 

economies of these three countries to respond constructively and creativity to 

changing global markets suggests that the laissez faire approach is not sufficient. 

Governments have a significant role to play, as analysts from Adam Smith to Paul 

Omerod have argued, and will continue to be central players. The evidence from 

this study of trade and investment policies suggests that three major trading 

nations did not capitalize extensively on opportunities presented by the changing 

Japanese market. State-ownership and massive intervention are not options that 

any of the countries would consider. More logically, however, a system involving 

government and business cooperation, with governments assuming a greater 

responsibility than at present for signaling important opportunities and for 

providing the infrastructure and support necessary for the business community to 

respond to ever-shifting global markets would be worth discussing. If nothing 

else, governments have a responsibility to provide clear, nationally relevant 

intelligence and coordination designed to capitalize on the natural partnerships 

that should develop with the business community. 
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The emergence of freer international trade, increased globalization and 

greater support for neo-liberal economic policies need not mean the end of serious 

industrial planning and policy-making. The governments of Australia, Canada 

and New Zealand, to greater or lesser degrees, have interpreted the advent of the 

free market era to mean that governments should leave the development of 

business opportunities largely to the private sector. As analysts have argued, 

there are many policy options available to national governments other than state 

ownership and intense intervention. Industrial policies that emphasize signaling 

and the targeting of specialized markets, products or technology can, as in Japan's 

case, prove to be highly effective means to stimulating national economic growth. 

Government involvement is not, clearly, inherently opposed to the functioning of 

the free market and should, in fact, be an important adjunct to private sector 

activity. In their relations with Japan, Australia, Canada and New Zealand have 

effectively left the challenge of reacting to opportunities to business, even though 

private enterprise was not particularly well prepared to respond. 

This examination of efforts by the governments of Australia, Canada and 

New Zealand to enhance trade and investment relations with Japan illustrates the 

fundamental importance of the debate about the role of the state in the 

management of economic affairs. Forecasts of the imminent decline in the 

importance of the nation state appear to be significantly over-stated. Similarly, 

the widespread acceptance of globalization hides the degree to which national 

business and political communities retain serious concerns about the loss of 

national autonomy and economic control through the liberalization of trade and 

investment. Politicians who, reacting to the interventionist excesses of the pre-
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1980s period, argue that governments have no major role to play in economic 

management and international competitiveness are missing important aspects of 

contemporary commerce. Left to their own devices, the evidence from the three 

countries studied here reveals, national business communities will seek to expand 

traditional markets and will not necessarily pursue international opportunities with 

the creativity and enthusiasm that the current global marketplace demands. 

Creating an internationally competitive domestic economy is, for countries 

like Australia, Canada and New Zealand, a formidable challenge. 

National electorates do not want to hear warnings about imminent 

dangers; they seek words of reassurance from their political leaders. But 

changing domestic and international realities will create a different future, . 

one that may not fit well with the commercial structures and attitudes of 

the past. While there is little support for a return to high levels of state 

intervention, there is considerable evidence and strong intellectual support 

for the idea of a centrally coordinated national strategy, with an influencial 

role for government, particularly in terms of signaling and the 

establishment of a firm foundation for international trade and investment. 

Governments do matter but, as the experience of the last thirty years 

makes clear, they cannot act on their own. Cooperative and creative 

involvement with the private sector is vital. In addition, the shift away 

from subsidies and protectionism and toward the identification of national 

strengths and international opportunities is crucial to national economic 

success. The fast pace of change in international economies, shifting 

markets, dramatic alterations in financial markets, and the rapid 
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emergence of new competitors makes it more important, not less so, that 

national governments accept a key role in the management of their 

country's economic future. 
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Appendices 

Appendix I. Top Canadian Exports to Japan 

The following section provides a brief overview at each of Canada's top 

ten export items. 

A. Forestry 

Forestry - lumber, logs and plywood, followed by wood pulp and further 

down by paper - tops the list of Canadian exports to Japan. (See Table V-7) 

Canadian lumber and pulp sales in Japan have increased greatly in the last couple 

of years. Coniferous lumber sales grew by 12% in 1994 and 1995 and pulp 

increased by 53%. 1 Japan now purchases 25% of Canada's wood exports. 2 Most 

of the forestry industry is in western Canada, particularly B.C. and northern 

Alberta. DFAIT, the B.C. Trade Development Corporation, the Council of Forest 

Industries and other trade associations have all been promoting Canadian lumber. 

The initial focus was on the promotion of 2x4 housing construction which uses 

Canadian softwood. As a result sales of Canadian softwood, much of it cut in 

Canada, have been increasing. 3 Automation and computer control have now 

enabled Canadian mills to supply large volumes of wood cut to Japanese sizes so 

much of the lumber Canada sells to Japan goes into traditional Japanese style 

housing.4 

1James Tiessen, Canada-Japan Trade Perspectives (Ottawa: The Canada-Japan Trade Council, 
1996), p.23. 
2Ibid., p.21. 
3Ibid., p.23. 
4Correspondence from Peter Campbell, Consul-General in Osaka, April 14, 1997. 
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The Japanese Ministry of Construction has recognized fifteen Canadian 

lumber grading organizations. This means that structural lumber approved by 

these organizations will be permitted for use in the construction of Japanese 2x4 

homes. Previously, lumber used in Japan had to be graded by a Japanese grader. 5 

B. Coal 

Much of recent Canadian coal development occurred in response to 

Japanese demand. The 1970s, after the first oil shocks, saw representatives of 

Japanese steel mills searching the world for stable long-term supplies of 

metallurgical coal. During the same period, the B.C. government wished to open 

up the northeast comer of the province, site of vast coal reserves resulting in the 

establishment of the Northeast British Columbia Coal Project. In return for an 

assured long-term purchase agreement, the federal and provincial governments 

entered into a comprehensive development agreement with Quintette Coal 

Limited, the promoter of the Northeast Coal Project, to construct a $2.1 billion 

infrastructure system including a new town, road, rail and a new deep water port 

facility. 6 (Over half the cost of this came from the federal and provincial 

governments.) 

Quintette and Bullmoose, the two northeast coal mines, and several mines 

in southeastern B.C. are the B.C. suppliers of Japanese coal. Two mines in 

Alberta, ( one of which is the Gregg River Mine that is 40% owned by six 

Japanese steel companies and one Japanese trading company) supply the rest of 

5Canada-Japan Trade Council Newsletter, January-February 1997, p.5. 
6David L. Anderson and Donald W. Barnett, 'Japanese Coking Coal Procurement Strategies 
Revisited: The Political Economy of Price Renegotiation', in IBA, Vol 19-No. 1&2, 1989/90, 
p.3. 
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Canada's coal shipments to Japan. In 1997, Canada sold 16 million tons of 

metallurgical coal and 2.6 million tons of thermal coal to Japan. This represented 

about 50 percent of total Canadian coal sales. 7 

C. Fish and Seafood 

Canada has been reasonably successful in its efforts to sell fish products to 

Japan. Japan imports more than one third of the world's total fish exports, making 

it the world's largest market for imported fish products. Canada has about a 5% 

market share and in 1994 ranked as the eighth-largest supplier of fish to Japan. 8 

For Canada, Japan is the second most important market and is the primary, if not 

sole, market for a substantial proportion of Canada's seafood exports. One 

hundred percent of B.C. sales of geoduck clams, sea cucumbers, sea urchins, 

herring roe on kelp and black cod, for example, go to Japan. 9 While the volumes 

for some of these products may be small, the prices are high. Canadian frozen 

snow crab has been particularly popular and exports of crab now account "for 

42% of Canada's marine product exports to Japan."10 Over the past few years, 

Canadian seafood exports have begun to favour shellfish over salmon although it 

is likely that this will shift back.Canada is the only supplier of sud clams and has 

a strong presence in the salted and frozen herring roe, snow crab, sea urchin, 

7Coal Association of Canada web site: www.coal.ca 
8Department of Foreign Affairs and Trade, Canada's Action Plan for Japan 1995, p.7. 
9Telephone conversation with John Spence, Oceans Champion, Strategic Planning for Applied 
Research and Knowledge (SPARK), September 1994. Detailed information on market sales to 
Japan was provided by Jim Seciccone, CEO, Northern Native Fishing Corporation. 
HTiessen, James. Canada-Japan Trade Perspectives, p.27. 
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black cod, crab, shrimp, hokkigai clams, live and frozen lobster, sockeye and 

coho salmon markets. 11 

D. Canola 

Canada is one of the world's largest producers of canola (formerly known 

as rapeseed and referring to the oil, meat and seed of the Canadian-developed 

rapeplant) and Japan is a major importer. Canada supplies over 95% of Japan's 

imports of canola. 12 Canola is grown and harvested on over 2 million hectares in 

Alberta, Saskatchewan and Manitoba. The main competitor of canola seed is the 

U.S. produced soybean. In the early 1970s, Japan removed its import tarrifs and 

quotas on canola seed and soybeans but maintained its tarrifs on crude and refined 

canola oil and soybean oil. These tarrifs have naturally discouraged in Canada 

processing. "The value of sales of this commodity grew by 31 % in 1995, while 

the volume increased by 25% to reach 1.89 million tons. Prices have been good, 

as they rose from $400 to about $485 per ton in 1995." 13 

E. Copper 

As copper is a vital element in the electronics and other high technology 

industries, this metal figures prominently in Canada's trade with Japan. The 

market has, however, been rocked by a series of upheavals - declining world 

prices, the substitution of other minerals for copper, recycling (which now 

accounts for over 40% of copper supply), reduced consumption, and the 

11Department of Foreign Affairs and Trade, Canada's Action Plan for Japan 1996. 
12James Tiessen, Canada-Japan Trade Perspectives, p.26. 
13James Tiessen, Canada-Japan Trade Perspectives, p.26. 
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emergence of greater international competition - and has not come close to 

matching the remarkable growth experienced through the 1950s and 1960s. 

Japan is a major importer of copper concentrate but not of processed 

copper. Canada produces large quantities of concentrate, but also maintains 

several large smelters, all of which produce for the international market. Canada 

suffers from several liabilities, including its comparatively high costs of copper 

production, the vast distances required to move concentrate to smelters and then 

to markets, and the complex international regulations. The latter is particularly 

true of the Japanese trade, which maintains strong protective tariffs in order to 

ensure the viability of the domestic smelting industry. As a consequence, Japan 

purchases large quantities of copper concentrate, particularly from British 

Columbia mines (due to lower shipping costs). 

Japanese companies, therefore, have maintained strong ties with Canadian 

copper mining firms in order to ensure a steady supply of copper concentrate to 

the Japanese market. In the spring of 1995 alone, two new developments 

emerged. Princeton Mining Corporation and Mitsubishi Materials Corporation 

established a strategic alliance to further the development of the Huckleberry open 

pit mine in Northern British Columbia. Mitsubishi provided a $60 million loan 

and also agreed to purchase the mine's entire production at a fixed price for a five 

year term. At the same time, Imperial Metals Corporation and Sumitomo 

Corporation agreed on a joint venture (with Sumitomo owning 35%) to develop 

the Mount Polley copper-gold property in central British Columbia. 
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F. Aluminium 

Akan Aluminum has been involved with Japan since before World War I. 

The second export shipment from Alcan' s smelter at Shawinigan, Quebec went to 

Yokohama in 1901. 14 In the late 1990s, Akan' s Ki ti mat Works smelter in 

Kitimat, B.C. is the source of virtually all of Alcan's exports to Japan. 15 The 

Kitimat Works smelter opened in 1954 and began selling to the Japanese 

marketplace in 1977. Currently about 58% of the approximately 272,000 tons of 

metal produced annually at Kitimat Works is sold to Japan, primarily to 

manufacturers in the automotive and construction industries. In 1993, for 

example, this worked out to be 167,400 tons of aluminum, sold at an average of 

$.55 per pound, with a total value of US$184.5 million. 16 

G. Chemicals 

Canada is an active, but far from dominant, player in the international 

chemical trade, much of it an off-shoot from the country's petroleum industry. 

Canadian chemical production expanded dramatically in the 1970s, following the 

world oil crisis and a loosening of trade restrictions. The industry remains 

volatile, with markets for individual products fluctuating widely over time 

( exports to Japan of organic chemicals, for example, jumped from $194.4 million 

14Duncan Campbell, Global Mission - The Story of Akan, (Toronto: Ontario Publishing 
Company Ltd., 1985). 
15Correspondence from Les Holroyd, Public Relations Consultant, Akan Aluminum Ltd., 
November 1996. With the exception of 6,000 tons, all primary aluminum shipped from Canada 
to Japan in 1995 came from Akan. The 6,000 tons came from the Alouette smelter at Sept Iles, 
Quebec. Alouette is 20 percent owned by a Japanese company. 
16Correspondence from Ralph Reschke, Public Relations Representative, September 1994. 
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in 1990 to $234 million the next year, only to fall precipitously to $151.9 million 

in 1992). 

H. Wheat 

Wheat is the most important cultivated crop grown in Canada. Canada 

grows several classes of common wheat (based on seed colour and hardness and 

on whether the wheat is sowed in spring or fall) and one class of durum wheat. 

Common wheat is used for all kinds of flours and cereals; durum is used in pasta 

products. Canadian production is approximately three times domestic 

consumption so the industry is strongly export-focused. Japan imports close to 

25% of its wheat from Canada (a total of 1,470,000 metric tonnes in 1993). 

Exports to Japan ma~e up 7.2% of total Canadian international wheat sales in the 

mid- l 990s. The regulation importation of wheat in Japan is controlled by the 

government-owned Japanese Food Agency. There are no explicit tariffs or quotas 

on Japanese imports of wheat but instead the imports are regulated by the amount 

purchased by the JF A. The JF A also substantially increases the price it charges its 

millers from the price it pays the Canadian Wheat Board. 

Canada's share of the Japanese market has been static for many years, 

despite numerous efforts to boost Canadian sales. Recently, Canada has 

endeavored to strike an alliance with Japan to use Canadian wheat, paid for by the 

Japanese, to meet Japan's growing commitments to foreign aid. This would, in 

tum, increase Canadian sales - nominally to Japan, but practically to other, 

developing countries. 
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Appendix II. Top New Zealand Exports to Japan 

The following section provides a brief overview of each of New Zealand's 

top ten exports to Japan. 

A. Aluminium 

Aluminum continues to be an important export product for New Zealand 

and Japan is its primary market. Over 50% of New Zealand's aluminum exports 

go to Japan; the remainder goes to other Asian countries. New Zealand's major 

aluminum exporter is Comalco New Zealand Ltd., a wholly owned subsidiary of 

Comalco Limited, Australia, which was established in 1988. Comalco owns 79% 

of the New Zealand Aluminum Smelters' plant at Tiwai Point, with the remaining 

21 % owned by Sumitomo Chemicals of Japan. The smelter's three pot lines 

produce more than 270,000 tons of aluminum annually, usually in the form of 

ingots. 17 

B. Forestry (Wood, including pulp, and Wood Sheets and Panels) 

Japan is the second largest destination for New Zealand forestry products with 

37.3% of New Zealand's log exports (by volume, 42.3% by value) and 38.4% of 

its lumber exports (by volume, 23.0% by value) going to Japan. 18 New Zealand's 

planted forests are largely owned by private companies. The largest of these are 

Carter Holt Harvey and Fletcher Challenge which has recently completed a 

NZ$11 million plant to produce laminated post and beams for Japanese residential 

17comalco New Zealand, Cornalco New Zealand Annual Report 1995, p. 3. 
18Discussion with Phil Lindsay, Ministry of Forestry, March 20, 1997. 

-428-



construction19 and a 13 million moulding plant for the US market. 20 Over the last 

decade, numerous Japanese companies have also invested in most areas of New 

Zealand forestry including forests (Juken Sangyo Nissho, Iwai Oji Sankoku and 

C. Itoh), sawmilling and/or remanufacturing (Tachikawa, Juken Sangyo, Nissho 

Iwai, National House Industrial Company, Innosho Woods and Oji Paper), pulp 

production (Pan Pacific Forest Industries) and panels (Sumitomo Forestry 

Company).21 The majority of exports from these Japanese companies go to Japan. 

Almost all of New Zealand's forestry exports come from planned production 

forests, predominantly radiata pine. These planned, managed forests and the ideal 

climactic and soil conditions which exist in New Zealand (enabling trees to grow 

to optimum harvestable value in under thirty years) indicate good future potential 

for the industry. As domestic demand is relatively static, the future lies in export 

markets of which Japan is a very important part. New Zealand pine is being 

accepted in Japan "with the greatest hindrance to increasing supply not being a 

limited market size but New Zealand's suppliers performance (delivery, quality, 

price, marketing, customer and consumer perceptions) and the fact that there is no 

middle ground on specifications. "22 

The forest industry is also actively pursuing value added opportunities in 

the housing and furniture markets. Japan's moves toward performance based 

standards in the housing market bode well for New Zealand. Segments like posts 

19Coakley, Peter, 'Forestry', report to the twenty-second meeting of the Japan/New Zealand 
Business Council, October 25-27, 1995, p.4. Correspondence from Phil Lindsay, Ministry of 
Forestry, March 27, 1997. 
20correspondence from Celia Ryan, Ministry of Forestry, June 19, 1997. 
21Correspondence from Phil Lindsay, Ministry of Forestry, March 27, 1997. 
22Ibid. 
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and beams for the traditional housing market which are currently species-based 

will become based on objective strength tests. Radiata pine and lamstock (wood 

strips laminated with glue) could then enter this lucrative market. 

C. Cheese 

All New Zealand cheese exports are conducted through the New Zealand 

Dairy Board, a private sector company with statutory authority for the export of 

New Zealand dairy products. New Zealand exports cheddar, gouda, egmont, 

mozzarella, cream and parmesan cheeses to Japan. Japan has been New Zealand's 

largest export market for a number of years and continues to show considerable 

growth potential as consumer demand continues to grow. In the June 1995 to 

June 1996 period, New Zealand sold 45,000 metric tons of cheese (valued at 

NZ$147.7 million) and 2,800 metric tons of cheese curd which is used to 

manufacture processed cheese (valued at NZ$9.5 million) to Japan. 23 These sales 

constitute 28% of total New Zealand cheese sales24 and just less than thirty 

percent of Japan's total natural cheese imports. 25 

23Correspondence from the Public Affairs Department at the New Zealand Dairy Board, 
February 17, 1997. 
24Correspondence from the Public Affairs Department at the New Zealand Dairy Board, 
February 17, 1997. 
25Katayama, Sugio. "Dairy Products", a report to the twenty-second meeting of the Japan/New 
Zealand Business Council October 25-27 1995, p.3. 
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D. Fish 

As the world's largest market for fish, Japan is a vital market for New 

Zealand. It remains the most important market for New Zealand fish and seafood 

products in both volume and value. Although the early 1990s saw decreases in 

export volumes to Japan due to an increase in New Zealand's exchange rate and 

declines in purchases of squid and whitefish, sales have increased again. In 1995, 

Japan took 28.4% (valued at NZ$351 million)of New Zealand's total fisheries 

exports.26 New Zealand has about a 1 percent share of Japan's market and is the 

15th largest supplier of fishery products to Japan. 27 Japan is the main market for 

New Zealand salmon (69% of total sales), snapper (61%) and rock lobster (46%) 

and the second most important market for hoki (30% ), % ), ling (28% ), squid 

(14%) and greenshell mussels (14%). 28 

In its 1993 marketing strategy '$2 Billion by 2000', the seafood industry is 

focusing on changes in the product mix and targeting products at markets where 

the most value can be obtained. As part of this change, the New Zealand Fishing 

Industry Board foresees a decline in the importance of the Japanese market by the 

year 2000. The Board is hoping for increased sales in the rest of Asia and in 

Europe to make a more balanced portfolio of export markets. 29 

26New Zealand Fishing Industry Board Home Page. Http://www.seafood.co.nz 
27Ian Kennedy. Japan and New Zealand: Adding Value, (Wellington: the Institute of Policy 
Studies, 1992), p.115 and 119. 
28New Zealand Fishing Industry Board Home Page. Http://www.seafood.co.nz 
29New Zealand Fishing Industry Board, The New Zealand Seafood Industry Economic Review 
1993, 1994 p.17. 
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E. Casein (a protein found in milk which forms the basis of cheese) 

Slightly over 18% of New Zealand's exports of casein go to Japan making 

that country New Zealand's second largest market for casein after the United 

States. In the June 1995-1996 period, New Zealand sold 13,000 metric tons of 

casein (valued at NZ$112 million) to Japan. 

F. Acyclic Alcohol 

Acyclic alcohol includes products that contain a straight chain of carbons 

such as methanol, ethanol and propanol. Methanex New Zealand, a subsidiary of 

Methanex Corporation, is New Zealand's producer of methanol. Methanex New 

Zealand operates two petrochemical plants in Taranaki on the North Island's west 

coast. The plants convert natural gas from the nearby gas fields into distilled 

methanol. (One of the two plants has the additional capability of converting the 

methanol into unleaded petrol.)30 Japan is Methanex New Zealand's largest 

customer and Japan's importance as a market has been growing since 1984. In 

1996, 50 percent of Methanex New Zealand's exports went to Japan. 31 

Methanex and Methanex New Zealand are also of vital importance to Japan. 

Methanex supplies 50% of Japan's methanol needs.32 While this is Methanex as a 

whole, 96 percent of Methanex's sales to Japan are sourced from New Zealand. 

3°Methanex New Zealand: World Class Producers of Methanol & Petrol, a Methanex brochure, 
p.l. 
31Correspondence from Investor Relations and Corporate Information, Methanex. 
32Discussion with Gerry Kennedy, Methanex New Zealand, September 9, 1997. 
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G. Fruit (This statistical category of fruit is comprised of the various 
berry fruits, kiwifruit, passionfruit and jackfruit) 

Japan was New Zealand's most important market for raspberries taking 

62% of total production in the late 1990s. Almost two tons of New Zealand 

raspberries, valued at about $30,000, go to Japan each year. 33 Japan is also 

important for blackberries ( 10% of exports to a value of $7,000) and strawberries 

(24% of exports with a value of slightly less than $2 million dollars.) 34 

However, it is the kiwifruit which makes up the bulk of New Zealand's fruit 

exports to Japan. In 1995, kiwifruit sales to Japan were valued at over $138 

million, (down from 1994 when they totaled $179 million). As the New Zealand 

Kiwifruit Marketing Board states in their 1996 annual report, "Japan is the market 

that can make or break a season, accounting for a little under 20 per cent of our 

global volume but a significantly higher percentage of our revenue." 35 From about 

1992, New Zealand began to face tough competition from Chilean kiwifruit 

producers with a low priced product. In addition, while New Zealand used to be 

the only producer in the market from May until October, Chilean suppliers have 

reduced this exclusive time period to the latter two months only. This threat has 

diminished somewhat as Chile has not been consistent on quality or supply. 36 

In 1994, the New Zealand Kiwifruit Marketing Board appointed Dole to be "the 

sales force and distributor of all New Zealand kiwifruit sold in Japan" 37 Dole 

33Correspondence from Bob Fergusen, New Zealand Berryfruit Growers Federation Inc., May 
29, 1997. 
34Correspondence from Bob Fergusen, New Zealand Berryfruit Growers Federation Inc., May 29, 
1997. 
35New Zealand Kiwifruit Marketing Board Annual Report 1996, p.8. 
36Interview with Eugene Bowen, Senior Trade Commissioner (Japan) and Regional Manager, 
Tradenz, October 27, 1997. 
37Richard Brookes, Wayne Cartwright and Mark Domney (prepared under contract to the 
Kiwifruit Industry Marketing Review Steering Committee and the New Zealand Fruitgrowers 
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replaced a system of nine distributors which had begun to develop problems as a 

number of the distributors were handling product from both Chile and New 

Zealand rather than being completely committed to New Zealand. 38 Last year, 

the arrangement with Dole was altered so that three more companies (Royal, 

Union and Nishimoto) also have special trading arrangements. (Other companies 

can also sell New Zealand kiwifruit but they do not have the special arrangement 

that the four companies have.) 

Although not in the top ten exports, two other products are important 

exports for New Zealand in the Japanese market. 

H. Vegetables 

Onions, squash and asparagus are the major vegetables New Zealand 

exports to Japan.39 The Japanese market price of onions fluctuates widely 

depending on the quality of the domestic crop. New Zealand supplies a 

reasonable percentage of the import market (ten percent in 1994) and has the 

advantage of being capable of supplying onions when Japanese onions are not in 

season.40 Squash imports into Japan have been increasing annually and New 

Zealand is a source of a large percentage of these imports. In 1994, over sixty 

percent of the 156,000 tons that came into Japan originated in New Zealand. 41 

Approximately 70,000 of the 156,000 tons are Buttercup Squash. According to 

the New Zealand Buttercup Squash Council, "the Buttercup Squash grown here in 

Federation Inc.), Kiwifruit Industry Marketing Review, October 1994, p.83. 
38Ibid. 
39Ian Kennedy, Japan and New Zealand: Adding Value, p.110. 
4°Fumio Wada, 'Fruit, Vegetables and Garden Plants', a report to the twenty-second meeting of 
the Japan/New Zealand Business Council, October 25-27, 1995, p.8. 
41Ibid., p.7. 
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New Zealand is, in fact, a Japanese product. As they supply seed no 

modifications are made here. "42 Japan buys over ninety-nine percent of New 

Zealand's exported Buttercup Squash which makes up sixty percent of all 

Japanese imported Buttercup Squash. High prices and inconsistent quality have 

seen New Zealand lose market share in asparagus to Australia and the United 

States.43 Carrots were an important export item for awhile. However, they were 

mainly used by juicing companies and when the interest in vegetable juices died 

off so did carrot sales. An interesting company to note is Christchurch's Jatra 

Corporation which recently began exporting wasabi to Japan. 44 

I. Beef 

Japan is New Zealand's third most important market for beef, after the 

United States and Canada, and earned New Zealand NZ$123.62 million in 

1995/96.45 New Zealand's share of the Japanese beef import market is 

approximately 5 % placing New Zealand as the third largest supplier of beef to 

Japan, a long distance behind the United States and Australia. While those two 

countries export grain-fed beef, however, New Zealand exports grass-fed beef. 

While grass-fed beef is seen as inferior by the Japanese, aggressive marketing 

which focuses on the healthiness and safety of New Zealand beef might allow 

New Zealand to develop its own niche.46 

42Correspondence from Becky Robson, New Zealand Buttercup Squash Council Inc. May 6, 
1997. 
43Eugene Bowen, 'The Japanese Imported Fruit and Vegetable Market, 1997', Tradenz Tokyo 
Market Research, unpublished paper. 
44Boucher, Mark, 'Wasabi Shipment to Japan first for Jatra', Export News, February 2, 1995. 
45Correspondence from Innes Moffat, Market Development Officer, New Zealand Meat 
Producers Board, March 7, 1997. 
~bid. 
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New Zealand's beef exports to Japan make up over one tenth of the total 

value of New Zealand beef exports and are continuing to increase. 47 Beef 

replaced sheepmeat as New Zealand's largest meat export to Japan in the late 

1990s. This is due to the continuing high demand for beef in Japan and to strong 

marketing efforts by the New Zealand Meat Group and other companies. 48 

Japanese investment has also helped the industry grow. 

Itoham Foods Inc. (the largest domestic beef distribution company in 

Japan) established a joint venture with the Asian New Zealand Meat Company 

(ANZCO) to produce grain finished beef for mid-range Japanese tastes. Projected 

annual sales at full capacity are over NZ$60 million. 49 ANZCO (a New Zealand 

Japanese joint venture) also formed a joint venture with New Zealand Beef 

Holdings Ltd to market New Zealand beef in North Asia, particularly Japan. 50 

ANZCO and Itoham Foods have set up an additional joint venture with Affco 

called Manuwatu Beef Packers. They plan to rebuild Affco's plant and tum it 

into a chilled beef processing facility. All of these ventures "represent 

investments to consolidate New Zealand's presence in the Japanese market."51 

The Japanese market has considerable potential for New Zealand beef exporters. 

Gradual liberalization of the market and rising Japanese beef consumption all 

bode well for the future but success in increasing sales to Japan will depend on 

the resources available "to invest in establishing a presence in Japan and in 

47 Shiratake, Akira, 'Meat', A report to the Twenty-Second Joint Meeting of the Japan/New 
Zealand Business Council, October 25-27, 1995. 
48Ibid. 
49Ministry of Foreign Affairs and Trade, 'Foreign Direct Investment: Examples of New or 
Expanded Businesses', p.1. 
5°ian Kennedy, Japan and New Zealand: Adding Value, p.96. 
51Ibid. 
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developing working links with end users."52 Two New Zealand companies have 

also been exporting hamburger patties to Japan. 53 

Appendix III. Top Australian Exports to Japan 

The following section provides a brief overview at each of Australia's top 

ten export items. 

A. Coal 

Japan is the world's largest importer of both coking coal and steaming 

coal. Coking coal is used primarily by the steel industry and steaming coal is 

consumed by the electric power and cement industries. 54 Japan imports about 60 

million tonnes of coking coal annually, approximately 85 percent of which came 

from Australia, Canada and the United States. 55 Australia supplies the largest 

amount, about 50% of Japan's imports. Australian coking coal has been 

consistently lower priced than either Canadian or American, however, Australia 

has not been able to capture a larger share of the market as Japan does not wish to 

become too reliant on one supplier. 56 Australia is also Japan's major supplier of 

steaming coal. In 1995, Australia supplied 56% of Japan's steaming coal imports. 

52Ibid., p.96. 
53Ministry of Foreign Affairs and Trade, ASIA: Trade & Economic Prospects. (Wellington: 
MFAT, 1995), p.50. 
54Australia-Japan Economic Institute, Economic Bulletin, Volume 4, No 8, August 1996, p.11. 
55Richard J. Koerner, Behaviour of Pacific Energy Markets: the Case of the Coking Coal Trade 
with Japan. Pacific Economic Papers No. 252, (Canberra: Australia-Japan Research Centre, 
1996), p.l. 
56 Australia-Japan Economic Institute, Economic Bulletin, Volume 4, No 8, August 1996, p.11. 

-437-



B. Combined confidential items of trade and commodities 

Due to the nature of this category, it is difficult to know much about what 

it contains. That the bulk is uranium exports seems a reasonable assumption. 

Japan is a large consumer of nuclear power; its 43 nuclear power plants supply 

approximately ten percent of Japan's energy supply. According to a 1994 

Australia-Japan Economic Institute Bulletin, "the bulk of Australia's uranium is 

sold on long term contracts which have been about twice the spot price to the 

Japanese. The industry has been able to survive due to these contracts having 

been signed five years ago at higher prices that cannot be reduced. These long 

term contracts were in response to uncertainty over future supply but are soon due 

for renegotiation which places the industry under threat if the spot price continues 

to stay low. "57 

C. Metalliferous ores and metal scrap (Iron Ore, Copper Ore, Titanium 
and Aluminum Ore) 

The bulk of Australia's metalliferous ores is made up of iron ore, copper 

ore, titanium and alumina and of these, iron ore is the most important. Japan 

accounts for almost half of Australia's iron ore sales (valued at close to $1.3 

billion in 1995)58 and has been an important buyer from immediately after 

December 1960 when the Australian government lifted its embargo on iron ore 

exports.59 While Japan is Australia's most important market for iron ore, Japan's 

relative share of Australian exports has declined from 74% in 1982 to 46% in 

57Australia-Japan Economic Institute, Economic Bulletin, Volume 2, No 4, April 1994, p.8. 
58Australia-Japan Economic Institute, Economic Bulletin, Volume 4, No 8, August 1996, p.7. 
59Mayumi Kamada, Australia-Japan Business Cooperation Committees: Forging Channels of 
Communication. Pacific Economic Papers. No.219, (Canberra: Australia-Japan Research Centre 
1993), p.3. 
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1993. Lower levels of steel production due to Japan's recession and the growth of 

the steel industry in Taiwan, China and South Korea are contributing factors. 60 

Australia is Japan's largest supplier of iron ore followed by Brazil and India. 

Predictions are that the Japanese steel industry will pick up again as demand from 

the construction and shipbuilding sectors increases. This should result in 

expanding demand and increased prices for iron ore. 

Japan is also an important market for Australian exports of copper ore. In 

1995, Japan imported 214 thousand tons, 55 percent of Australia's total exports. 

Australia used to be even more dependent on the Japanese market. 61 In 1990, 

Japan took over 90% of Australia's total copper ore exports. Since then, Australia 

has been diversifying its markets and while the volume of its sales of copper ore 

to Japan has remained steady, its overall copper ore exports have risen 

dramatically so that Japan is no longer its only real market. Copper ore is also 

supplied to Japan by Chile, Indonesia, Canada and the Philippines. Australia only 

holds 6% of the market. 

Titanium metal is used in chemical plants, oil refineries and aerospace 

technology while titanium dioxide pigment is used in paint and plastics and to 

coat paper. 62 Australia is Japan most important supplier of titanium and was 

responsible for 64% of Japanese titanium imports in 1995. South Africa and 

India are other major suppliers of titanium to Japan. 63 

Australia is also Japan's largest supplier of aluminum ore. In 1995, 49 

percent of Japan's aluminum ore imports came from Australia. However, despite 

60Australia-Japan Economic Institute, Economic Bulletin, Volume 2, No 4, April 1994, p.5. 
61Australia-Japan Economic Institute, Economic Bulletin, Volume 4, No 8, August 1996, p.7-8. 
62Ibid., p.9. 
63Ibid., p.9. 
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growth in aluminum consumption in Japan, the volume of Australian aluminum 

ore exports to Japan are down by 30 percent and relative market share has also 

fallen. 

In 1995, Australia was responsible for 45 percent of the world's tradeable 

lead ore. Of this 146,706 tons, about 37 percent went to Japan, making Australia 

Japan's most important source of lead ore. 64 Australia is also Japan's most 

important source of zinc ore. In 1995, Australia supplied 56 percent of the 

Japanese market. Zinc is used to galvanize coated steel strips, wires and tubes 

which are used in the automotive and other industries. Other main zinc supplying 

nations are Peru and the United States. 65 

D. Meat 

Australia's major meat export is beef. The liberalization of the Japanese 

beef market that took place in 1991 saw a significant increase in Australian beef 

exports to Japan. 66 

E. Non-ferrous metals (includes nickel, aluminum, copper, lead, zinc, 
tin) 

Australia is one of the world's largest producers of nickel. Nickel is used 

primarily in the production of crude steel because of the metal's strength, 

hardness and ability to resist heat. In 1995, Australia supplied about 5.5 % of 

64lbid., p 7. 
65Ibid., p.8. 
66Department of Foreign Affairs and Trade, Japan: A Guide to the Country and its Relations with 
Australia, (Canberra: DFAT, 1993), p.59. 
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Japan's nickel imports (3,939 tons), mainly in the form of nickel bars, rods and 

pipes rather than raw ore. 67 

F. Textile fibres (Silk, cotton, wool, synthetic fibres) 

Wool and cotton exports make up most of this category. Australia 

supplied 54% of Japan's imported wool in 1995 making Australia Japan's largest 

source of wool. The Japanese market for wool is, however, decreasing in 

importance to Australia as in 1995 Japan only accounted for 8 percent of 

Australia's wool exports. In 1990, Japan had taken 19 %. This decrease was due 

to the relocation of Japanese textile plants to countries where labour is less 

expensive, particularly China.68 As China is now Australia's largest export 

market for wit is clear that while the wool may no longer be going to Japan, it 

does appear to be continuing to go to Japanese companies. 

Cotton is another important Australian export to Japan. Australia supplied 

19 percent of Japan's imported cotton in 1995. Actual volumes of Australian 

cotton exports to Japan are down, though, and have been for four consecutive 

years. Japan has simply not been importing the volumes it did in the past. In fact, 

a recent Australia-Japan Economic Institute bulletin reports that there has been a 

46% drop in the volume of Japan's cotton imports since 1990. 69 

67Australia-Japan Economic Institute, Economic Bulletin, Volume 4, No 8, August 1996, p.6. 
68lbid., p.5. 
69:Ibid., p.6. 
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G. Petroleum 

Almost all of Australia's liquid natural gas exports go to Japan. In 1995, 

Australia exported 6.82 million tons of LNG to Japan which was 95 percent of 

Australia's exports (the remaining five percent went to other customers after 

contracts with Japan had been filled) and 16 percent of Japan's imports. 70 Other 

LNG suppliers to Japan are Indonesia and Malaysia. 

H. Gold, non-monetary 

Gold is primarily used in the manufacture of jewelry and for coins and 

medals, and is therefore greatly affected by levels of disposable income. As the 

Japanese economy strengthens, the demand for gold is likely to increase. In 1995, 

Australia exported 73 million tons of gold to Japan (valued at ¥85 billion) which 

was 27 percent of Japan's total imports of 271 tonnes of gold. 71 

I. Fish and seafood 

Although Australia has a large fishing zone, the waters are relatively low 

in nutrients and do not support great numbers of fish. Australia is not, therefore, 

one of the world's large seafood producers. Three high value products - rock 

lobster, prawns and abalone - make up more than 90 percent of Australia's 

seafood exports72 Australia's seafood exports to Japan are comprised primarily 

of these same three products and small quantities of a few other products such as 

70Australia-Japan Economic Institute, Economic Bulletin, Volume 4, No 8, August 1996, p.12. 
71Ibid., p.13. 
72Anthony Kingston, Tony Battaglene, Perry Smith and Stephen Beare, Changes in the Japanese 
Seafood Market. Discussion Paper 913, Australian Bureau of Agricultural and Resource 
Economics, 1991, p.5. 
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sea urchin roe, tuna and other fish. 73 While Japan is Australia's most important 

export market for seafood, Australia is of much less significance to Japan as 

Australia supplies less than five percent of Japan's seafood imports. 

Tiger and banana prawns make up the majority of Australian prawn 

exports to Japan. As they are similar in appearance, the banana prawns must 

compete with farmed white prawns from South-East Asia. 74 The expenses of 

Australian fishing compared to Asian prawn farming make it difficult for 

Australia to compete on price. Australia is an important supplier of rock lobster 

to Japan and accounts for about 27 percent of the market. The vast majority of 

Australia's fresh, frozen and chilled abalone and over half of its canned abalone 

exports go to Japan. "In 1988-89 Australia supplied 78 per cent of the frozen 

abalone imported by Japan and 98 per cent of all imports of canned abalone." 75 

73Ibid., p.6. 
74Ibid., p.7. 
75Ibid., p.8. 
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