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I

I am greatly pleased and highly honored to be able to read my
paper in this conference. The role of sogoshosha in Japan has recently
become a topic of interest and frequent discussing in various parts of
the world.! To begin with, I should like to explain briefly the term,
sogoshosha. The term itself is newly coined, appearing during the stage
of fast industrialization and high economic growth. That is, during the
Showa 30's (1955-1964).

Today's big ten Japanese sogoshosha are Mitsubishi Shoji, Mitsui
Bussan, Marubeni, Itoh—Chu, Nissho-Iwai, Sumitomo-Shoji, Tohmen, '
Kanematsu—Goohsho, Ataka Sangyo, and Nichimen-Jitsugyo. The Nissho of
the Nissho-Iwai (currently capitalized at 15,533 millen yen) is derived
from Suzuki & Co., of which this paper treats.

These sogoshosha are basically trading companies, but differ
from those in the West and other countries in performing the following
functions:

1. domestic trade, trade between home and foreign countries,
and third country trade

2. Wholesale dealers for industrial enterprises (needless to
say, diversification of merchandise is based upon these

two functions)

3. inter-enterprise credit; financing tied up with monetary
facilities '

4. Absorbing price fluctuations of manufactured products
5. aecting as producers by participating in production teams
6. dwnihg and managing ships and dist:ibution centers

7. exporting and importing industrial technology, as well as
capital
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8. introducing and industrializing overseas materials
and products

9. organizing industrial subsidiaries, and grouping various
industrial enterprises for large scale system projects

10. developing resources, products and cities

Their business activities might be even more extensive, almest to
the point where it might be said that it is nearly impossible to define
strictly the term sogoshosha. However, I would like to define it here
as those trading companies which perform the four essential functions of
(1) marketing, (2) organizing, (3) financing and (4) informing. It must
be remembered that the function of developers cannot be satisfactorily
performed without synth98121ng effectively and organically these four
essential functions.? These essential functions have historically
assumed various forms in their outward appearance responding to the
needs of the Japanese economy. The sogoshosha have been particularly
noteworthy in their ability to create social savings and stimulate the
rapid growth of the Japanese economy, which according to Professor Kozo
Yamamura, has been and continues to be far more important than their
historical relationship with the prewar zaibatsu or the postwar
zalbatsu—llke groupings.

During the high Japanese economic growth in the post-World-War
II era, Japanese trading companies for the first time were faced with
the American style of direct selling. Larger industrial enterprises
such as Honda and Sony were the pioneers in this method. They learned
to market their own products, dispensing with the services of the trading
companies. This was an aggressive challenge to the indirect selling
system upon which Japanese trading companies have been based for so many
decades. Thus, these trading companies came to be named sogoshosha
(general trading companies), in order to express more effectively their
peculiar features. This is, in my opinion, the reason why the newly
coined word sogoshosha appeared first in the Showa 30's. Even though
the term was not coined until the Showa 30 s, the sogoshosha as histor-
ical entities emerged about one hundred years ago, and have grown in
importance, only in Japan.”

Because of more than two centuries of self-imposed isolation,
Japan had long remained unaffected by the international market. When
Japan was opened to international trade in the 1850's, she possessed
neither experience, human resources nor organizations for foreign trade.
Furthermore, she produced no single basic item of merchandise for
international mass transactions. Meiji Japan suffered much from the
'Unequal Treaties' agreed to in 1858 with the advanced Western countries:
the United States, the United Kingdom, France, Russia and Holland.
Among other points, the extraterritoriality and the forfeiture of
tariff autonomy, made it possible for foreign merchants to put
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Japanese foreign trade under their control. Thus, in order to import
the raw materials and machines needed for urgent industrialization,
and to export the primary domestic products for the acquisition of
foreign currencies, as well as to break through the import and export
monopoly of foreign merchants in the Yokohama and Kobe settlements,
and to compete successfully with the overseas foreign trade network

of the advanced Western countries, Japan was forced to start by creating
mighty trading firms which could be called general merchants, or
general trading companies (sogoshosha). These mighty trading firms
were from the start destined to become multifunctional organizations
performing such trade subsidiary functions as shipping, providing .
marine insurance and the handling of foreign exchange business as

well as trading in every item of goods with every country of the
world. Thus, sogoshosha emerged only in Japan, as a logical result

of Japan's late industrialization. They presented a striking contrast
to the highly specialized British trading companies which were typical
in the more highly developed industrial countries., Besides, the
indirect selling system through sogoshosha became not only different
from the British style, but alsc from the direct selling and mass
marketing system of the large industrial enterprises of the United
States,

Now, I must call your attention to the fact that the develop-
ment of sogoshosha was closely related to the formation of the zaibatsu
organizations which were family contrelled groups with diversified
business activities. Sogoshosha through their world-wide trading net-
work, explored the newest industrial techniques and surveyed market
opportunities abroad. They proceeded at times to promote subsidiaries
for the purpose of industrializing the technology they imported, and
sometimes they purchased independent factories to assure the quantity
of goods they were to export. In this way, they truly became indus-
trial organizers on a large scale. Thus, this organized enterpreneur-
ship executed by sogoshosha played an important role in the formation
of the zaibatsu organizations.

In the course of the genesis and development of sogoshosha, the
Mitsui Bussan (The Mitsui Trading Co., founded in 1876) played the
dominant tole, The Mitsui Bussan, by 1907, was trading in over omne
hundred different items of goods with various countries of the world,
and by 1913 was handling 267 of total foreign trade. As a matter of
course, more and more industrial firms had to depend upon such
sogoshosha for their marketing and purchasing activities. Mitsui Bussan
extended its control over various industrial firms by the active intro-
duction of foreign technology. In this way, it became an industrial
organizer on a large scale. The Mitsui utilized net only such
sogoshosha but also Mitsui Bank as the two channels for development
and became more active in diversification. The latecomers took Mitsui
Bussan's way as their model., 1In this way, sogoshosha became deeply
rooted in Japan's industrial society.
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But it was especially Suzuki & Co. that made the most
unprecedented rapid growth. Suzuki & Co. took advantage of the new
entrepreneurial opportunities that appeared following the sino-
Japanese War (1894-1895), and especially during the booming years of
World War I when the gross national product of Japan increased five-
fold (¥ 1,305 million in 1914 to ¥ 6,236 million in 1919). It be-
came the largest sogoshosha next to Mitsui Bussan. Suzuki also
became a large industrial organizer and grew into one of the great
representative business combines of the Taisho era (1912-1926),
ranking with Mitusi and Mitsubishi. Suzuki played an epoch-making
role in the rapid industrialization of Japan in which heavy as well
as light industry flourished. )

This late-comer, Suzuki, faced with the postwar_depréssion
which had become chronic, finally met financial disaster and went
into total bankruptcy, triggering the Showa monetary panic in 1927.

In its history from prosperity to bankruptcy, an uncommon
business leader, Naokichi Kaneko, played a dominant role. He was
the central figure in both the business success and failure of Suzuki.

The main purpose of this paper is to trace the successful’
development of Suzuki (II-IV) and then to elucidate the epoch-making
role which this late—comer or newly-risen-type sogoshosha played in
the real take-off stage of Japanese industrialization (V). In the
last section of this paper I will try to throw some light upon the
major causes of the business failure of Suzuki & Co..

I1

In about 1877 (Meiji 10), the sugar trading firm named Tatsumiya,
was founded at Bentenhama in Kobe with Iwajiro Suzuki (Ca. 1840-1894),
a merchant of samurai origin, as president. Iwajiro was a son of a
low~class retainer of the feudal clan of Kawagoe in about 1840. Imn
his youth, he left Edo for Nagasaki, where he was well trained to be-
come a confectioner. He then left Nagasaki and on his way to Edo
(Tokyo), he made up his mind to stay in Kobe, whose port was opened
to foreign trade in 1867. He found employment in the Kobe branch
of Tatsumiya, a famous sugar trader of Osaka. In 1877, the president
Tsunehichi Matsubara, retired and set Iwajiro up in the same business
and hanged over the Kobe branch, together with the firm name, Tatsumiya,
to him.

1t was not until 1883 that Iwajiro himself gained fame as a
sugar dealer in the business quarters of Kobe, becoming one of the
four major sugar importers in the Kwansai district. These four sugar
importers had by 1883 traded in Hong Kong sugar with Jardine Matheson
& Co. Ltd., and in 1884 began the same trade in sugar with Butterfield
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& Swire, Ltd.. Iwajiro, in 1888, in partnership with the other major
sugar Importers, founded Yoto & Co., the purpose of which was the
direct import of foreign-made sugar. Yoto & Co. before long became

a direct importer of Manila-made sugar, but was dissclved to form a
sugar selling cooperative, in which Iwajiro had strong influence and
which became a direct importer of German-made beet sugar in 1892.7
Iwajiro, with such notable success in his business activities, was
elected in 1891 as a member of the XKobe Chamber of Commerce, along
with Hikojiro Nakamigawa and Seibeh Kawanishi, who later built great
reputations in the Japanese business world.®

In 1886, Naokichi Kaneke (1866-1944), a native of Kochikoku, was
employed by Suzuki.® At first, he was engaged in domestic transactions
of sugar, dried bonito, tea and fertilizer. Then, he made contact with
foreign merchants in the settlements, and there he very often felt the
humiliation of the "Unequal Treaties". He learned, through these
contacts, that peppermint and camphor were in constant international
demand. :

After Iwajiro Suzuki died in 1894, Yone Suzuki (1852-1938)
succeeded her husband as owner of his business, but she delegated
the total business management to Kaneko and Fujimatsu Yanagida (1867~
1928), a son of Tsunehichi Tatsumiya.!? Kaneko and Yanagida were like
brothers in their business relationships. Kaneko now had the oppor-
tunity to display his ability as a business leader.

When Japan gained Formosa as a result of the Sino-Japanese War
(1894-18%95), Kaneko, above all else, aimed at increasing dealings in
Formosa-made camphor, which was, at that time, supplying about 80-90%
of the world's demand. The then Secretary of Civil Administration of
the Government—General of Formosa, Shimpei Goto, who had determined
to make a government monepoly of camphor, was faced by a heavy counter-
campaign from the camphor manufacturers. Under such circumstances,
Kaneko thought that it would be profitable to secure the position as
the sole agent of camphor oil. He successfully competed against the
camphor manufacturers, while at the same time positively co-operating
with Goto to place camphor under government control. Thus, in 1899,
when the Act for the Monopoly of Camphor and Camphor 0il was enforced
in Formosa, Kaneko not only became the sole agent of camphor oil as
was expected, but also enjoyed Goto's confidence.!l With this as a
turning peint, Suzuki started to make rapid growth.

Using Goto's confidence as a lever, Kaneke began to make
powerful contacts in the bureaucracies, and with politicians such
as Osachi Hamaguchi. They later helped Suzuki establish monopolies
in various businesses. Kaneko also took this opportunity to
establish a close connection between Suzuki & Co. and the Bank of
Formosa (founded in 1899).
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Kaneko founded a crude camphor works in Kobe in 1900. At the
same time, Suzuki set up the first overseas branch office in Londonm,
for the purpose of importing foreign-made sugar and exporting Japan-
made natural products. This branch office was closed in 1902, when,
instead, a new overseas agency system was established in London,
Hamburg, and New York.l? Kaneko founded in 1902 a peppermint works
in Kobe, in expectation of the development of peppermint which was
grown in the Sanbi districts including Okayama.l3 In 1903, when
the Act for the Monopoly of Crude Camphor and Camphor 0il was en—
forced for both Japan proper and Formosa, Kaneko purchased . the
Sumitomo Refined Camphor Works in Kobe. He also eventually founded
the Dairi Sugar Refinery in suburbs of Moji, the first coastal factory
of Japanese sugar manufacturing. This occurred because Kaneko was
forced to abandon his first plan to establish a large-scale sugar
refinery in Kiilung, equal to the Formosa Sugar Refinery Co. whose
largest shareholder was Mitsuil. Kaneko's plan faced a heavy counter-
campaign from the Seiyukai political party which had common interests
with Mitsui.l"

With such rapid business expansiomn, Suzuki, in 1902, was
incorporated into an unlimited partnership, Suzuki & Co. (Gomei
Suzuki), which was capitalized at 0.5 million yen, and consisted of
five partners. The central representative partner was Yone Suzuki
who wholly relied upon the business abilities of her main partner,
Kaneko. Thus, Suzuki & Co., remained based upon the trade with
foreign merchants in the settlements, while expanding into real
trade with Formosa. This laid the foundation of a trade system
which combined both import and export of natural products, enabling
Suzuki & Co. to make inrocads directly into the world market. '

The sale of Dairi Sugar Refinery, which was reorganized into
a joint stock company in 1906, played an epoch-making role in the
expansion of the trading company's functions in Suzuki which
responded to the progress of industrialization in Japan after the
Russo-Japanese War (1904-1905). Kaneko, in 1907, sold the Dairi
Co. in which only 1.5 million yen had been invested, for 6.5
million yen to the then largest refined sugar maker, Nitto (the
Dainihon Sugar Refinery Co.), and Suzuki, together with a sole
agency of Nitto-made refined sugar both in Korea and in Kyushu,
Chugoku and Kokkaido of Japan, acquired a net profit of 4 million
yen, on the basis of which Suzuki was able to establish, over the
next 19 years, more than 50 manufacturing companles.15

In 1905, Kaneko failed to purchase the Nishinomiya Spinning
Co., by which he intended to enter into the cotton spinning industry,
a key industry in Japanese industrialization. He then purchased
the Kobayashi Steelworks and renamed it the Kobe Steelworks. But
he was financially burdened by the deficit operation of Kobe Steel.
The net profits from the sale of Dairi Co. tided Kobe Steel over
until it started operating in the black. In this way, by founding
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and purchasing various companies, Suzuki, between 1905 and 1911, under
the leadership of Kaneko, moved aggressively into various sectors of
food, heavy and chemical industries, such as fish oil, tobacco,
brewage (beer and sake), flour, sugar, salt, steel, leather and cellu-
lose.

Among them, of particular note was the Azuma Leather Co. (later,
the Azuma Industries Co.). Founded in 1907, it became a gateway to
the chemical industry. The Nihon Cellulose & Artificial Silk Mfg.
Co. was established jointly by Suzuki, Mitsubishi and Twai in 1908,
becoming a pioneer of cellulose manufacturing in Japan. The Kobe
Steelworks was reorganized into a joint stock company capitalized at
1.4 million ven in 1911, when close connectlons with the Imperial Navy
were established.l®

Re-entry into refined sugar manufacturing, and entry into the
salt-making industry, by Suzuki & Co., originated in his trade with
Formosa, in which Kaneko successively managed to deal in camphor,
sugar, salt and other products.

Suzuki & Co., by 1908, grew into one of the leading exporters of
Fermosa-made brown sugar, becoming a member of Japan's sugar traders
club (Tosho Kurabu), an association consisting of six leading sugar
traders including Mitsui, Abe, and Masuda. Kaneko managed to become
the largest shareholder of Such leading sugar refineries as Toyo,
Rinpongen and Ensuiko. He also established independently the Hokko
Sugar Refinery Co. in 1910, by which he aimed to become the sole agent
of refined sugar. In this way, Suzuki & Co., toward the last years of
the Meiji era, grew into a representative Japanese merchant trader,
dealing in Formosa-made refined sugar.17

Suzuki & Co. also became recognized wholesale-merchants of
Formosa-made salt, along with Oguri & Co. of Nagoya in 1906, when the
Act for the Monopoly of Salt was enforced. And in 1908 Suzuki gained
control over the Dainihon Salt-Making Co., as well as taking over the
Formosa Salt Mfg. Co. from Oguri, establishing a foothold in a Japan's
future salt—business.l

ITI

By World War I, because of the remarkable increase of trade with
Formosa, Suzuki's mode of operation was reaching a turning point. Trade
with foreign merchants in the settlements began to recede into the
background, while direct foreign trade came to the fore. Five factors
contributed to the rapid growth and development of Suzuki. Let us look
at them brlefly. '

Suzuki, by 1909, had six works under its direct management:
three camphor plants, a peppermint plant, a fish oil plant and a steel
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mill in Kobe, while simultanecusly growing into a trading company'dealing
in the import and export of camphor, peppermint, fish oil, sugar, flour
and other natural products.19 In addition, in 1909 Kaneko established
the Nippon Trading Soc. Ltd. with capital of 0.5 million yen. This was

a joint venture whose first executive vice-president (Senmu Torishimar-
iyaku) was a German named Emil Popp. Popp Was an able comprador of

Laspe & Co., a German merchant in the settlements, with which Kaneko

had made contact. He retired in 1910 and returned to his home country.
Nippon Trading Soc. Ltd. also combined the import and export of a variety
of goods, with which Suzuki had never before dealt. This included raw
cotton, cotton varn and fabrics, wool, foreign paper, fertilizer, re-
fined wax and copper.20 This was the beginning of the diversification

of goods in which Suzuki traded with foreign countries. This diversi-
fication of merchandise is the first factor contributing to the rapid
growth and development of Suzuki. The second factor was the formation

in about 1911 of the Soutern Manchuria Steamship Co.. This was the
beginning of its important shipping trade.?!

The third facter was the decision also in about 1911 to send
qualified staff personnel directly to stratégic overseas commercial
locations. Previously, Suzuki had used a private code to get information
quickly about overseas commodity prices and to settle transactions with
foreign merchants abroad. Junnosuke Yoshikawa was the first to be sent.
He was assigned to London for the purpose of increasing the import of
Java sugar and rice from Saigon and Rangoon.22

Yoshikawa also was once a comprador of a foreign merchant in the
settlements. This is one example, among many, which indicates how
Kaneko had insisted on cbtaining businessmen experienced in foreign trade.
Another example came in 1902, when Kaneko hired his first college educated
employee, Bunzo Nishikawa (1874-1920), father-in-law of Masaichi Nishikawa,
ex—chairman of the Nissho-Iwai Co.. Bunzo came to have such great in-
flucence as Kaneko's right-hand man on the Suzuki that Kaneko named his
son after him.?3 But it was not until 1909 that Kaneko started hiring
superior college and university educated personnel on a larger scale.
His intent, of course, was to be able to make more aggressive inroads
into the world market. Thus, in 1909, he employed Seiichi Takahata
(1877- }, a graduate, with an excellent record, of the Kobe College
of Commerce and later, Chairman of the Nissho Co., and Promoter of
FAPIG., This practice of hiring college educated personnel is the
fourth factor in Suzuki's development. Fifth, in 1913, third county
trade was introduced by Takahata. He had been sent to London as
successor to Yoshikawa, partly with the duty to purchase a weaving
machine for which the Goto Woolen Fabrics Ceo. in Tokyo placed an order
with Suzuki in 1912. When he saw the effectiveness of third country
trade as carried on by some British, French and American merchants, and
when he learned that the Londonr Branch of Mitsui Bussan had just commenced
third country trade dealings of jute between Pakistan and European
countries, he realized that simple foreign trade as carried on between
his London office and his native country was inadequate and inefficient.
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When he discovered that the freight trampers of Suzuki left Europe
loaded with pig iron for Japanm, but returned empty, he introduced for
the first time third country trade by loading rice in Saigon and
carrying it to Dunkerque.2%

The outbreak of World War I din August, 1914 threw Japanese
foreign trade and shipping into great confusion. Tt was Suzuki & Co.
alone, which was able to respond promptly and positively. Kaneko, as
early as November, made the strategic decision of buying up every
item of goods and as many ships around the world as he could. This
judgment was based upon the information that his overseas staffs
continuously telegraphed him from London, New York, Sydney, St. Peters-
burg, and other cities. Sorting cut all this information, Kaneko was
able, for instance, to dispatch to Takahata in London the unusually
worded telegram, 'BUY ANY STEEL, ANY QUANTITY, AT ANY PRICE'. At
the same time, he himself placed an order with the Mitsubishi Shipbuild-
ing Co. for three freight vessels of 10,000 tons each, thus creating -
a great sensation in the business world. Kaneko, not only placed
orders with Mitsubishi but with the other leading shipbuilding com—
panies as well. And, concurrently, he also successfully sold these
same companies large quantities of steel.??

Kaneko's hunches proved to be highly accurate. Only three or
four months later, prices of pig irom, steel, vessels, sugar and wheat
started to skyrocket. Suzuki, during this short period, made a high
profit. With such financial success at the begimning of the war,
Suzuki started taking a more active economic rele in every direction,
and literally on a global level. Kaneko's expansion-oriented business
strategy, resulted in a rapid snowball like growth during the booming
vears of World War I.

The development of third country trade had marked one of the
most brilliant phases in Suzuki's world-wide trading activities. It
grew until it included the export of nitrate of soda from Chile to
Russia, Ukraine wheat from Russia to London, Saigon rice to Dunkerque,
Shanghai flour, Java Sugar, Argentine and Australian beef to London,
London sundries to Canadian flour to Japan.

Suzuki was now utilizing cargo trampers, including those char-
tered, with a gross tonnage of 300,000 tons. Suzuki's Department of
Shipping, which had originated in the foundation of the Southern
Manchuria Steamship Co., came to possess more than twenty trampers
over 5,000 tons each. More than 10 per cent of all the ships which
passed through the Suez Canal at that time were those of Suzuki.Z2®

In this unprecedented expansion of Suzuki's foreign trade,
Takahata in London also played a dominant xole. He successfully
established a close connection not only with the Foodstuffs Ministry
and the Shipping Ministry of the British Government, but also with the
Munitions Procurement Bureau of the Allied Forcesg. He then commenced



41

to trade in cargo trampers made in Japan and important foodstuffs such
as wheat, flour, beef, etc. on a large scale with British Government and
the Allied Forces. In a short period, the Suzuki came to rank with
Mitsui Bussan as one of the only two Japanese trading companies that
could trade on such a large scale that they were forced to rely not only
upon the Specie Bank of Yokohama but upon the London merchant bankers

in their foreign exchange dealings.27

By 1917, Suzuki's annual turnover, ammounting to 1,540 million
yen, exceeded that of Mitsul Bussan. 1,200 million yen was from trade
between the home and foreign countries and 340 million yen was from
third country trade.?® 1In the fall. of 1917, Kaneko had sent to
Takahata in London a so—called 'written declaration to divide the
Japanese business world into three parts' (TENKA SANBUN NO SENGENSHO).
In this declaration he made it clear that all the staff personnel of
Suzuki should make it their goal to overwhelm Mitsui and Mitsubishi, or,
at a m%gimum, to divide the Japanese business world with them into three
parts.

Iv

The boom of World War I, at single stroke, made a success of the
whole system of Suzuki's sogoshosha, which had been making steady
development over the years.

 First, the huge trade profits acquired stimulated Kaneko's
expansion-oriented business strategy. Investment in business enter—
prises increased. The increasingly aggressive diversified business
activities of Suzuki was found, at the height of its prosperity, to
have related enterprises in more than sixty companies capitalized at a
total of about 560 million yen. During the years 1923-1926, Suzuki had
business relations with seventy-six companies, as well as six works
under its direct management.

Second, such aggressive diversification and expansion of a
trading company's function was a reflection of industrialization real
progress. Suxuki became even more recognized as an industrial organizer
than before,.

Thirdly, the increasing dependence of subsidiary industrial
companies upon Suzuki for their marketing and purchasing activities
produced not only diversification of merchandise, but also diversifica-
tion of the trading network. The main home offices and main overseas
branch offices of Suzuki, between 1918-1925, had been established in the
following places: 30

1. Japan Head Office: Kobe

2. Japan Branch Offices: Sapporo, Otaru, Asahikawa, Nemuro,
' Kushiro, Hakodate, Tokyo, Yokohama,
Nagoya, Osaka, Kure, Shimonoseki,
Moji, Fukuoka, Miyazaki, Kagoshima,
Naha
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3. Dominion, Colonial and other Foreign Branch Offices:

Formosa: Kaohsing, Taipei, Taichung, Tainan
Korea: Chinnampo (Nampo), Seoul, Inchon, Kumsan, Pusan
Manchuria: Harbin, Changchun, Kaiyuan, Tiehling
Russia: Vliadiwostok
Kwanto-Shu (leased territory): Talien (Dairen)
China: Antung, Tsinan (Chinan), Tsingtao, Shanghai,
Handow, Foochow, Amoy, Swatow
Southeast Asia: Hong Kong, Singapore, Manila,
' Surabaja, Melbourne, Calcutta, Bombay
Furope: London, Hamburg
North America: Portland, Seattle, San francisco,
Houston, New York
South America: Valparaiso, Buenos Aires

Suzuki eventually set up on an international scale more than one
hundred large and small branch offices. 3!

During the same years, Suzuki also came to deal with more than
thirty kinds of mainly natural and refined products.32

1. sugar, camphor, peppermint, rice, cereals, flour, salt, beer,

and other foodstuffs

petroleum, hardened oil, fish oil, vegetable oil

fertilizers (various kinds)

lumber, tobacco, match, fiber, cement, pulp

soda ash, potassium chlorate, dyestuff, and other industrial

chemicals

6. raw silk, habutae, rayon, raw cotton, cotton yarn and fabrics,
blanket, woolen fabrics

7. materials for railways, shipbuilding and construction

8. metals, nonferrous metals, and machinery.

Lo N

In fact, however, the diversification of merchandise of Suzuki
was more extensive. For instance, the Department of Iron & Steel
Materials alone, in 1920, imported from U.S5.A., United Kingdom and other
European countries, and India, pig iron, steel materials, steel rails &
accessories, tin plates, electrical steel sheets, galvanized steel sheets,
corrugated and flat sheets, and zinc sheets. 33 Freight carrying vessels
were among the most important items of export of Suzuki during and just
after war.

Fourth, the expansion of the trading scale, the extension of the
trading network, and the development of third country trade enhanced
Suzuki's function as an international information enterprise.. Leading
Japanese newspapers such as the Asahi and the Mainichi, even owed their
news sources, as far as the prices of overseas articles were concerned,
to Suzuki.3*
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Fifth, Suzuki, because of increasing trade subsidiary functions,
grew into a real multi-functional organization. Suzuki, in 1915, con-
trolled the Toyo Marine Insurance Co. (later, the Toyo Marine and Fire
Insurance), purchasing two-thirds of its shares.3® It founded the
Teikoku Steamship Co. in 1916 and purchased the three shipbuilding
yards of Harima, Toba, and Naniwa in 1916-1917, all of which were to
be merged into the Teikoku Steamship Co. in 1918.36

Sixth, Suzuki not only became strong enough in 1918 to purchase,
along with five other firms, Mitsui, Mitsubishi, Iwai, Morioka, and
Kishimoto, the products of the Yawata Iron and Steel Works, the largest
government mill in Japan,37 but also grew into the largest importer of
steel from leading Western and Indian iron and steel producers such as
U.5. Steel, Vickers, Krupp, Gutehoffnungshutte, and Tata. The domestic
demand came from such heavy users as national and private railways,
shipbuilding yards, and iron and steel works.38 This is the reason
why, among the Kwansai-origin trading companies, Suzuki, along with
Twai and Ataka, came to be called iron & Steel-line trading companies,
distinguishing them from the five textile-line trading companies
(Kwansai Comen) of Itoh-Chu, Marubeni, Nichimen, Tomen and Gosho.

In these wayé, in about twenty years after Kaneko had displayed
his ability as business leader, Suzukl became a newly risen type
sogohosha whose activities encompassed

domestic trade, and trade between home and foreign countries,
third country trade, l
diversification of merchandise,

strong investment activities,

industrial organizing,

trade subsidiary functions,

international information enterprise functions, and

the organizing of international merchandise circulation.

- *

Suzuki thus grew into one of the great representative business combines
of the Taisho era (1912-1926).

ITn 1920, Suzuki & Co. (Gomei Suzuki) was capitalized at 50 million
yen (fully paid—-up) increasing by a single stroke one hundred times its
capital. Furthermore, in 1923, Gomei Suzuki was reorganized, by the
Shimosaka proposal (a plan for the organizational reform of Suzuki by
the Bank of Formosa), inte a double structure, which was composed of
Suzuki & Co. (Suzuki Gomei) and Suzuki Co., Ltd. (Kabushiki Suzuki).

Suzuki Gomeil, renamed from Gomei Suzuki, was to take exclusive
charge of over—-all administration and investment relating to Suzuki's
subsidiary companies. On the other hand, Kabushiki Suzuki, capitalized
at 80 million yen (with 50 million yen paid-up), was to take exclusive
charge of the trading business. 32
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However, it must be noted that the separation of the over-all
administration from the trading business, based only upon the reorgan-
ization of Gomei Suzuki, proved incapable of functioning in a praecti-
cal manner. Regardless, Suzuki, in this period, had already become
not only the second largest sogoshosha in Japan, but alsc now ranked
with the great business combines of Mitsui and Mitsubishi.

In comparison, Mitsul Bussan was incorporated in 1893 at one
million yen, and in 1909 into a joint stock company capitalized at
20 million yen, which was increased to 100 millionm ven (with 70 million
yen paid-up) in 1918. The Mitsubishi Shoji (Mitsubishi Trading Co.,
Ltd.), founded in 1918, by separation from the Mitsubishi Goshi Eigyobo
(the Trading Department of the Mitsubishi & Co., Ltd.), was capitalized
at only 15 million yen. This indicates that Mitsubishi in the general
trading activities was not only fairly backward compared with Mitsui,
but also was far behind Suzuki.

The following Table shows the related companies of Suzuki during
the period between 1923 and the data of its bankruptey (April 2, 1927).%0

This Table does not include Kabushiki Suzuki and Daigen Mining
Industry Co. as well as the six works under its direct management. This
conglomerate which was a direct result of Kaneko's expansion-oriented
business strategy based upon general trading activities, had the follow-
ing four-fold share holding- and controlling-structure centering around
Suzuki Gomei (Suzuki & Co.): (1) Full or nearly-full control type, (2)
Majroity contrel type, {(3) Minority control type, (4) Non—-control but
closely-connected type. Type (1) and (2) belonged to the category of a
direct subsidiary company (Chokkei Kaisha), while type {3) and (4)
belonged to the category of an indirect subsidiary company (Bokel Kaisha)}.
Type (1) was a pure-type of direct subsidiary company which had already
been defined as Banshin Kaisha by Suzuki's Draft of By-Laws on Personnel
(Jinji Naisoku An) (1917). Bunshin Kaisha, in March of 1927, numbered
sixteen (15 marks in column G of the Table, plus Kabushiki Suzuki).

v

For what reasons was Suzukl able to make such successful
aggressive advances into such various manufacturing sectors? There are
four main reasons.

The first reason is that, as one of the main trading companies
with deep and varied overseas contacts, Suzuki could capitalize on
information advantages in industrially backward Japan. Let me give a
few examples.

Case 1. Regretting deeply that the Nihon Cellulose & Artificial
811k Mfg. Co. (1909) failed to industrialize cellulose nitrate silk,
Kaneko eagerly backed up Taizo Hata and Seita Kumura to make & study in
rayon, and in 1915 founded the Yonezawa Artificial Silk Mill, the first
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No. & Company Name { Co., Ltd., ) (Cagigf&p ) Fog:;:éiﬂ Location AlBICIDIESF i c b4 ;Jj !
1 | 65th Benk 196,29 |Nov. 1878 | Kobe | x Al ajal
? .| lenma Fabrics 7(5.213) {Mar, ' 1887 | Osaka {0100 lal +laialx
3 | Nthon Cement Works 5C» ) |Mar. 1888 | Tokyo Al la] 1 <lal]
¢_|_Nibon Beucation & Life Insuxance __ 03099 sepr, 1896 | Tokya.|O]@181alajal  -aiajo
5 | Mibon Flour Willing 30 | Qer.. 1896 | Tokyo xlojojoja; ~[ofafx
S | Datnthon Salt-Making .59 | Sept._1903. ! Takyo oje|ojciofal ~jolalo
7 Kobe Steel Works 200+ ) Sept. 1905_| Kobe 01®|0{0j0i0] Loy clo
8 | _Toa Flour Milling 2512 | 0ct. 1906 | Tokyo . x P ;
" | _Toa Tobacco 10¢5.8) _E Nov. 1906 [ Tokyo x|alalajal (+laila
1o E Tokyo Wool_e._l_'_x _Fabrics 16 (+) ! noy, 11908 Tokyo Qijalajaial [lalaiq
11 Nihon Sake Brewing 5(2.15) | Bec. 1906 j Dairl 0 i X
i_12 | Azuma Industries 0.5C«) :Jan. 1907 | Osaka OjelO|aj0{0] |- ’o'ojo“
I_Is___ —Toyo.Sugar Refinery . 325209 oo 007 | Eormosa x|o]olo a:f ~—- alatx
Pu Ensuikd Sugar Refinery LS ¢ Mar. 1907, Formosa | (*1&)a| | ot | Rl
B 15 Toyo Marine & Fire Insuranée 3.7 | June 1908 | Tokyo alalaja; -1a
' 1 i Nippon Trading 5(#) | Feb, 1909} Osaka olejcjojojoia;. jOf0]e
S -—Teikoku Beer Brewery. . 1065 ,'Immv 1912 Dajri Ojalalejal i-lalalc
@ Southern Manchuria Bugsap W#) | ran. 19131 Talfen O o0 oiei [ojofe
19 TaishS Life Insurance 0.50.125) | Apr. 1913} Tokyo o|l@|alatlalal i=ialale
2 ! _ Giran Shokusan _ 0.475(*) | Mar. 1915| Formesa |O|©|01010]a; i-|alal®
NI Sanyo Iron-Mfg. 050 | pec.. 1915] Osala a] o i-1a
2 1 Okimisome Coal Mine A#) | Mar,. 1916 ShimonosekiC!©@|O|0O|O|0O] i-l0jale
.8 | gorean Ré_j:_li!él_ 54.5(17.68) | Apr. 1916! Korea ay Af | |- Lo
' 20 | Nihon Metal s> | May  1916] Xobe elofololciel~iolole
' % | Nifion Powder 25(1.379) | June 1916; Tokye ai |aj | 1:i]a
K Yoneyama Industry 0.3(0.1125) | Aug. 1916! Kobe o Lo
o Toyo Match 28(-) | Sept. 19161 Kobe oielalajalal (+iajaje
2 | reskoky sreamship ‘ ) 1 e, 19161 Kobe olelalajaicici-j0]o]s
B _|_ Tetkoku Dyestuff Mfg. 0.55¢+) | Nov. 1916! Iokyo olalajajal [-'alatle
_® | Fukushima Coal-Mining 20.2) ! Dec. 1916: Tokyo al |a Proal
89 | saga Spinning ” 5.5 | Dec. 1916, Saga ala] Tal T alalo
¥ Naniwa Warehouse 5(#) ! June 1917{“(}-5‘;&3 olelofcjoiojoi+~'0Olo]e
% | Tokai i1 Refinery 0.50.128) | June 1917' Nagoya a N
34 Kanmon Ceremic Industry 0.19¢#) f Aug 191_?;._.I-i_§._koshima iojala A} }- alal
¥ | Nonyo Sugar Refinery L2K+) | Nov. 1917) Tokyo | |O|O|G|OIA| 1+ &l1a]D.
_% | Nissa_shokai 3 1 Dee 1917';'[(}'330 [oiw[ofolajoici+ Ofoje
_ A7 _|_ Teikoku Mateh 0.2(*) | _.r_?_sx_.___l_gals Kobe § | |t al |
B | . Hikoshima Crucible 0.3¢#3 | Feb. 1918f'aikoshf.ma; o|ololor | 1~ olo )
% | Nihon Camphor 946.75) ; Fob, -1913 ‘Kobe o|x|alajajal i+ alajx
@ | j.regcg:_cu Artificial Silk 12,5(3.75) __|_Fo_a}a. 1918 _Kobe iolewlolololo| i+ olole
A | Sanys Hydroelectricity 8. i Sept. 191&s _ Kabe ' | ool
_*_i_ Chiyoda Trust ( Shintaku ) 0¢2. 5 ! Oct. 1018 Tokyo ajalal | 1 ala
_4 | Nihon Metallurgy_ o . R 1 | P'Ia_lf..mliil?ﬂé Osaka i {olalalalio] - 0jaiO
! “d _i Shin' etsu glgctric Pcwer b 32(e) ; ﬂ_ay ) 1'919; 'Iokyo_ l A A@A% TeoAy l
{_4_| Teikoku Coal-Mining Industry ] 1) | My 1919 Shimogéézkio olojojo o] ;: olalo
__‘";_! Kokusai Steamship __ _ . _ WO 1 suiy 1919 kobe | | [aafaral - alagx
:;“7_J_~_Dainihon Cellulose o 10(”)‘ ; _ Sept. 19-’:9' mASakai.—“_-_:?L" _’:_iﬁ 515\ 1 LN I LT
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[ < Daisel Chemical Ko.5) {0cr, 1919 | Tokye ¥ L '
&8 Naikoku Foodstuffs 0.08(0.05> [Oct. 1919 Kobe 0 0|0 -io| !’3|
50 Tatyo Soda 100.5) loet. 1919 | Kobe O|®|0 _o olc I ololga:
51 Mikuni Spinhning 5(¢.5) |Dct. 1819 Qsaka S %
52 Nihonr Takushoku D Noy, 1919 | Formosa Al |ala biay |
x) .Saisei Camphor 2.7} Nee . 1919 ! Xobe O|0|0I0I0|0 +10 AL
5 Shin.n:_Lhon Fire & Marine Insurapce 5125 g, 1920 Tokyo g ‘t;‘ ?) g g g .y i g zlg
s5 1. : 2{#) Dec. 1920 Shanghai P ( + !

53 JSZ!tE:l_Sra\mgl;g;ery 0.75(0.6) iec. 1920 Hakoiate x|[aialaAlo - !O o

57 | Asahi Petroleum 9.6(9.3) Feb. 1921 | Tokvo olalajalal (—lalaiOo:
5 : Gado 0ils & Fats-Glycerine . 5Cv) inpr. 1921 }Tokyo ol@|olo|oio “jolaj9:
58 Ota River Hydroelectrigity 30.79) bher. 1991 Kobe e} o0 - 10 | :

t- 6 Nihon Trawlling CZD by 19731 Tokyo alajal | +. 5 |

" 8 | Beisei Tobaceo 0.5 Pec. 1921 !Tsingtao . |O{®]ajajaiOlel+|0/0/S
2 | Wonen Soybean Oil Mfz, () lapr. 1922 |1okyo oje|ojojolojel+ic oo
63 Clzude's Nitrogen Industry 10(#) {Apr. 1922 Kobe Qi@ |0 oic|C|ei1:0 i@
¢ | Southern Manchuria Paper-Mig. 1») May 1927  |korea ole|ojoio]oleit|olcle
65 | Tairiku Lumber Industry 0.75(#) {Jupe 1922 |Kobe olo|ojo o] olojm

| 8 | Tokyo Radio Electrical Mfg. 10.28) lper, 1922  1Tokyo ajalalo] [-jol |

f 87 Telkoku Camphor ' #) nee. 1972 _ Kobe olelc|olojo]e|iciclo

t 68 | Nihon Wheel Induscry wo.6) par. 1924 Hyogo @0i0|0l0o|o} ! |0|0!

&9 Sanvo Electyic Tramway 4.5(0.45) Huly 1924  |shimonoseki Lislo I i i
% | Dainihon Sake Brewing 2.865(#) Mgy, 1075 |Shimonoseki @ialaia|0 L0 ;’.\l !
L) Nihon Air Brake . 0.600.45) Mar. 1925 (Kobe 010|100 | O‘ f
"2 | Sprinning Machine Mfg, 0.2(+) May 1925  [Kobe |alajojol |1i0 :
1 | chofu Land 1.5(0.375) Dec. 1925 [Chofu A el o i
T4 | paticht Nitrogen Industry 8(1.5) [June 1926 [Kobe olofojolefltiolo] |

Remarks
{1 Item of Capital (paid-up}:

Date = Apf.2, 1927,

{2} Sources:

Mainichi, May 1923); B =

1927): F = The Kaizo

(May 1927):

E'H = Chugail Shogyoshinpo
G = Suzuki & Co.'s Collection of Written
Regulatione {(Suzuki Gomeikaisha Seibunreikishu, Mar. 1927):; I .= Bank of

Japan, ed., Materials on Japanese Financial History, Section Meijl & Taisho,

Unit of capital = One million yen;
But, contains 'since Mar., 1926 {settling day)'

{apr. 3,

A = 'Bird's-Eye View of Zaibatsy in Kwansal and Kwanto' (The Osaka
Report of the President of Bank of Formosa, Nakagawa
(Apr. 1925); € = Weekly Ioyo Keizalshinpe ( No. 1245, Apr. 1927); D = Asahi's
Annual Economic History (Feb. 1928):

Vol. 22 (1958); J = ibid., Section Shdwa, Vol. 25 (1969); K = Iatsumikail, ed.,
Table of the related companies of Suzuki Gomeikaisha (Sept. 1965) .

(3) Marks:
© = Bunshinkaisha;

1= minority control

(&)

type,

O = direct subsidiary company; A = indirect subsidiary company;
@ = full holding- & control-type,
Xﬂ non—control but closely-connected type,

—(beyond all hope of Tecovery), i (recovery, and self-supporting possible,
btut depends upon timing and means)

{5) .Bunshin Ksisha:

K = 14 (but, to 1923)

(5) _&_‘_i_gﬂé X of colun

(7}

DOther sources:
Companies (Ginko Kais

B: liMarks plus Daigen Mining Industry Co.

¢f., Tokyo Koshinshe, ed., Record Briefs on Banks and

ha Yaoroku), Eds. 16-32 (1809-1928), and others.

Containing Kabushiki Suzuki, G = 16, J = 21 (bur, mark Q)

Valuarion at Bankruptey: {{good business resyles, self-supporting possible),

®= majority control type,
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viscose silk mill in Japan. In 1918, it was separated from the Azuma
Industries Co., and reorganized into the Teikoku Artificial Silk Co.

This came about because in 1903, the Fifth Industrial Exhibition was held
in Osaka. At this time rayon was first introduced to Japan. Kaneko had
already looked at trade samples in a foreign merchant house in the
settlements and had become firmly resolved to industrialize it in Japan.
With this persomnal contact and interest, it is not surprising he took a
pesitive attitude in promoting the Nihon Cellulose & Artificial Silk

- Mfg. Co. jointly with Mitsubishi and Iwai."!

Case 2. Kaneko attempted to advance into the hardened oil
industry by successively founding fish oil processing works in Hyogo and
0ji. 1TIn 1921, they became integrated into the Standard 0ils & Fats Co.,
which in 1923, was amalgamated with the Nihon Glyceryne Industry Co.
into the Godo Oils & Fats Glyceryne Co. In this way, Suzuki took the
initiative in making hardened oil from Japanese fish oil. This also
came about because Suzuki at one time exported Japanese fish o0il to
European countries through Illis & Co., a4 German merchant in the settle-
ments. Kaneko found out that the European countries were then suffering
from a shortage of solid fats and were hardening a foul-smelling
Japanese fish oil, which the Japanese had avoided because of its odor,
and were using it in soap and margarine.kz

Case -3. With the intention of first industrializing a synthetic
ammonium by fixation of nitrogen in the air in Japan, Kaneko in 1922
founded the Claude's Nitrogen Industry Co. This factory was build at
Kikoshima in Yamaguchi prefecture, and synthetic ammonium was produced
by fixing nitrogen to hydrogen extracted from the waste gas of the
Yawata Iron and Steel Works. Suzuki thus became a pioneer not only in
the rayon industry but also in the synthetic ammonium industry, in
Japan. This also came about because Takahata in London found just after
Armistice Day in the latest news reports of the Economist, Financial
Times and London Times, a fixation of nitrogen in the air, the newest
synthetic product in the world next. to man-made indigo (Heumann Method,
1890). Making immediate contacts in London, Takahata successfully
purchased the patent of Procedes Georges Claude from L'Air Liquide,
one of the largest chemical companies in France, which had a Japan
subsidiary, the Teikoku Oxygen Co. located in Kobe.'3

The second reason Kaneko was able to make these advances, was that
he adhered to the idea" of carrying out trade business based upon
manufacturing activities. Camphor was a typical case in point.

(1) Kaneko, as mentioned before, founded in 1900 a crude camphor
works and in 1903 purchased the Sumitomeo Refined Camphor Works, when the
camphor monopoly acts were enforced in 1899 and 1903.

(2) Then, in 1918 he founded the Nihon Camphor Co., by amalga-
mating Suzuki's camphor works with such other leading works as Fujisawa
Camphor (1899), Kobe Camphor (1902), Asahi Camphor (1907), Fukiai
Camphor (1911), also obtaining commercial rights to the camphor owned by
Mitsui Bussan. :
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(3) VWhen he discovered how to efficiently produce refined
camphor oil from crude camphor oil, he separated this refined camphor
0il manufacturing process from the Nihon Camphor Co., founding the
Saisei Camphor Co. in 1919.

(4) 1In 1920, he founded the China Camphor Co. in Shanghai, with
the purpose of entering the vast continental market.

(5) In 1922, he founded the Teikoku Camphor Co. for the purpose
of plantation farming of camphor trees in Japan proper.*®

This is one typical exampie of how Kaneko aﬁtempted to contrel
the whole camphor industry from raising and/or of procurement of raw
materials to the marketing of various products,.

There is one more example. Kaneko, with intent to venture into
the petroleum industry, in 1918 purchased the Teikoku Petroleum Co.
(1917), which had oil drilling projects in the Akita prefecture. Then,
in 1922 he founded the (new) Asahi Petroleum Co., by amalgamating the
Teikeoku Petroleum Co. with the Asahi Petroleum Co. (1921), which had
grown from the Asghi 0il Refining Co. (1919), which in turn had grown
out of the Sejima 0il Refinery (1917). The founding of the (new)
Asahi Petroleum Co. occurred because Kaneko, in 1921, commenced to
trade in Persian crude oil with the Anglo-Persian Co. In line with
this, he planned to build three tankers in the Toba Shipbuilding Yard
under the control of Suzuki, and also to venture into the oil refining
filed. For this latter purpose, he established the Tokuyama 0il
Refinery in 1922.46

At any rate, what I wish to stress here is that the idea of
'carrying out trade business based upon manufacturing activities' con-
stituted a characteristic feature of Kaneko's diversification-oriented
business strategy. He appeared to be establishing so many manufacturing
companies that he was nicknamed the chimmey man.

Among his other achievements, Kaneko fostered a company image
that had the national interest at heart. Kaneko once proclaimed that
Suzuki & Company never concerned itself with any business against the
national benefit, but promoted business basically for the national
benefit."” (cf., p. 26).

According to Ekizo Gashu (later, President of the Mitsubishi
Rayon Co.)}, Kaneke had in mind the development and establishment of a
sound national economy and the promotion of national welfare as the
main objective of his business.'® Of particular note was that Kaneko,
from his acute understanding of Japan's shortage of natural resources,
had already attached importance to the problem of resource development
for the national benefit. For instance, Suzuki & Co. in 1915 took
over the Talien Soybean 0il Plant from the Southern Manchuria Railroad
Co. (Mantetsu), and successively built domestic works in Shimizu,
Naruo and Yokohama, and amalgamated them into the Honen Soybean 011
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Mfg. Co. in Tokyo in 1922. This was because, from the viewpoint of
exploitation of natural rescurces, Kaneko had decided firmly to take
the initiative in industrializing soybean 0il on a large scale in the
home county of Japan."®

Kaneko's development of the Claude's Nitrogen Industry Co. in
1922, is another example, among many. It was because Kaneko attached
importance to the technology, of synthesizing ammonium by fixation of
nitrogen in the air for Japan for the purpose of producing chemical
fertilizers, snythetic ammonium sulphate, as well as chemicals for
explosives, He regarded this chemical industry as indispensable to
Japan which had a shortage supply of natural resources.

At any rate, Kaneko's national benefit-centered thought, I
believe, on the whole came from the Meiji era's business nationalsim.
This business nationalism took aim at the prevention of imports, which
appeared. in those days as a form of backward industrialization. In-
stead, import substitution by home country manufacturing was promoted
for the national benefit. Thus, Xaneko, who developed such a great
number of home country manufacturing companies, could be called a typical
community-centered entrepreneur.50

A final example of this has to do with the American-Japanese
agreements during World War T on the exchange of Japanese built ships
for U.S. produced steel materials. Kaneko played the dominant role
in these agreements. Until World War I, the shipbuilding industry in
Japan, depended mainly on Western-coun;ries'for mechanical engineering
and steel., However, as the war dragged on, even the United States had
to consider such drastic measures as an embargo of steel exports.
Japanese political and business world leaders could not find quick and
effective means to cope with this and the Japanese shipbuilding industry
was about to enter an unprecedented crisis., Then, on behalf of the group
of shipbuilders of Eastern and Western Japan, Kaneko, in March of 1918,
single handedly negotiated with the American Ambassador in Tokyo,

Roland S. Morris, the exchange of Japanese built ships for steel. Thus,
owing to Kaneko's successful negotiations, the first agreement was
reached in April of 1918 to build 15 ships totaling 127,800 deadweight
tons at the ratio of exchange one ton of steel for one deadweight ton
of ship. A second agreement was also reached in May to build 30 ships
totaling 246,300 deadweight tons at the ratio of exchange one ton of
steel for two deadweight tons of ships. In this way, Kaneko rescued
the Japanese shipbuilding industry from a potential crisis,®!

The fourth reason Kaneko was able to make such successful
advances - in a variety of fields, was that he was endowed with a strong
enterprising spirit. This was the main metivation which made him a
typical romantic entrepreneur (romantischer Unternehmer).52 However,
what I would like to emphasize here is that his strong enterprising
splrit, coupled with his other natural endowment, a strong personal
character was perfectly displayed in the initial stages of the Kobe
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Steel Works Co. and the Teikoku Artificial Silk Co. Kaneko patiently
continued to furnish funds to them, even during times when Suzuki had
financial difficulties, until Kobe Steel Works Co. could in the pre-
World-War I era overcome initial problems such as the structural defects
of the melting furnaces and Teikoky Artificial Silk Co. could, through
the improvement of various kinds of equipment and additional imports

of foreign machines, in the post-World-War I era successfully manu-
facture in the leoshlma factory man-made silk, equal to such imported
ones as Courtaulds,® '

As well, by combining his creative entrepreneurial nature with
his idea of 'carrying out trade business based upon manufacturing
activities and his national benefit-centered thought, and using the
advantages of the many sources of information of Suzuki's distinguished
offices as a lever, Kaneko founded many creative and inmovative enter-—
prises. And so he came to play an epoch-making role in Japanese
industrialization of those days.

. According to Dr. Fritz Redlich's 1'nod.e.l,SL+ the Teikoku Artificial
Silk Co. in the chemical fiber industry, the Claude's Nitrogen Industry
Co. in the synthetic ammonium industry, the Honen Soybean 0il Mfg. Co.
and the Gode 0il & Fats Glyceryne Co. in the o0il and fat industry, the
Salt-Making Co., the Saisel Camphor Co. and the Suzuki Peppermint &
Co. Ltd., in salt, camphor and peppermint manufacturing industries,
would fall into the areas of genuine or derivative innovation (echte
od. abgeleitete Neuerung), while many other of Suzuki's subsidiary
companies, including the Kobe Steel Works Co., the Harima Shipbuilding
Yard, the Toyo Sugar Refinery Co., would fall inte the area of copying
innovation (Kopierende Neuerung). As well, the Kobe Steel Works Co.,
which had, in 1918, obtained a patent for a diesel engine from the
Sultzer Co. in Switzerland, successfully manufactured the first large-
sized engine for submarines in Japan in 1920.°° This would fall into
the area of derivative innovation in the mechanical industry.

According to Kaneko's evaluation in his last years, the three
main features of the industrial revolution of the late Meiji and the
Taisho periods were (1) the speed-up in transportation, (2) the
diffusion of synthetic ammonium sulfate, (3) and the advent of man-
made silk. 1In each of these Suzuki & Co. took the pioneering init-
iative in Japan.56

To sum up this part, I would like to emphasize that the true
plcture of Kaneko as creative entrepreneur could be observed in his
innovative entrepreneurship in food, chemical, and heavy industries.
And, thanks to Kaneko's iInnovative entrepreneurship, Suzuki & Co.
would thus become eternally known as one of the great names connected
with Japan's modern industrialization.
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Reference Materials in Original

(1) The part of a so-called 'written declaration to divide the Japanese
world into three parts' (TENKA SANBUN NO SENGENSHO).
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The underlined parts are where Kaneko manifested that all the staff
personnel of Suzuki should make it their goal to overwhelm Mitsui
and Mitsuibishi, or, at a minimum, to divide the Japanese business
world with them into three parts. (Collected writings of the late

Naokichi Kaneko, ed. by Giichi Yanagida, Tatsuymikai. Kobe 1972,
- p. 148).

(2) The part of Suzuki and Company's official views by Naokichi Kaneko.
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The underlined parts are where Kaneko wrote that all personnel
were those merchants, who never concerned themselves with any
business against the national benefit, but promoted business
basically for the national benefit (Ibid., p. 125).
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VI

To conclude this paper, I would like to throw light upon the
causes of business failure of Suzuki. Kaneko made national benefit-
centered thought his foundation. He did his utmost to realize the
then national goal of industrial autonomy, utilizing the resources
of the information network of his sogoshosha, and thus eagerly pur-
sued a diversification-oriented business strategy. As far as Kaneko
eagerly pursued a diversification-oriented business strategy, he was
just one of the typical nationalistic Japanese entrepreneurs of his
time. In Japan, after the Meiji Restoration, entrepreneurial talent
was very much limited, so a single entrepreneur was often induced by
government encouragement to undertake multiple business ventures.
Thus, a diversification-oriented business strategy was the dominant
feature of Japanese entrepreneurship from the very start of the
industrialization in Japan.>’

However, the super—-diversification strategy carried out by
Kaneko led to the unfortunate result of tieing up more thanm 112
million yen in Suzuki's subsidiary companies. These tied up funds
were composed of 50 million ven, the paid-up capital of Suzuki Co.,
Ltd. (Kabushiki Suzuki), and more than 62 million yen, the amount
directly invested by the Suzuki family and directors.>® This was
the first cause of the Suzuki's business failure.

Secondly, Suzuki presented in its industrial basis of diver-
sification a striking contrast to Mitsui and Mitsubishi, which first
diversified during the Meiji era into the mining industry through
purchases of government enterprises. Copper had a high profit
return as it was one of the most important Japanese exports throughout
the nineteenth century. As well, Mitsui and Mitsubishi before World
War I diversified by coming into control of many independent indus-
trial companies through their own banks and trading companies. Those
industrial firms, furnished with adequate funds by the Mitsui and
Mitsubishi zaibatsu banks, quickly became highly profitable, and
could expand by ploughing their own profits back into themselves. In
proportion to the ability of the gzaibatsu subsidiaries to be self-
financed, the role of the zaibatsu banks as 'organ banks' decreased
after the beginning of this century. The zaibatsu banks ventured
into financing the development of new industries during and after
World War I. Thus, Mitsui and Mitsubishi could attain diversifica-
tion through profits from their own mining industries and banks
which had high profit returns.>?

Suzuki, by contrast, never owned such highly profitable mines
and banks, but depended for its financial basis increasingly upon the
'organ bank', the Bank of Formosa, which extended its business from
bank note issuing in Formosa to foreign exchange and commercial
finance. Kaneko's super-diversification strategy came, at last, to
surpass the financial ability of the Bank of Formosa. Suzuki's
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subsidiaries had had a considerable profit return during the booming
war years, but faced with the postwar depression which had become
chronic, most of them could no longer yield adequate profit (column
H in Table), resulting in tieing up the huge funds of Suzuki.
Furthermore, of the subsidiaries from which future high profit re-—
turns could be anticipated such as the Teikoku Artificial Silk Co.
and Claude's Nitrogen Industry Co., none had yet yielded any signi-
ficant profit nor had been able to extricate itself completely from
its initial difficulties. Thus, at the time of hankruptey on

April 2, 1927, Suzuki was in debt to the Bank of Formosa for about
379 million yen. The total debt amounted to about 500 million yen,
nearly equivalent to the total yen amount deposited in the Bank of
Mitsui in December 1927. The following table shows the year by
year advances of the Bank of Formosa to Suzuki from 1920-1927.

Dec. 31, 1920 ' 80,811,300 ven
Dec. 31, 1%21 123,718,887 yen
Dec. 31, 1922 179,036,313 ven
Dec. 31, 1923 226,905,758 yen
Dec. 31, 1924 276,051,420 yen
Dec. 31, 1925 313,274,713 yen
Dec. 31, 1926 356,856,470 yen
Mar. 26, 1927 378,858,569 yen

Source: History of the Bank of Formosa,
1964, pp. 187f, '

The total yen advances of the Bank of Formosa, on December 31
of 1926, amounted to about 540 million yen including the 357 million
yen to Suzuki. The greater part of the liabilities on the bank's
balance sheet was the general borrowings, which amounted teo about
470 million yen, or, nearly five-fold of the total deposited amount,
and nearly ten times the bank's capitalization. The total amount
of call money which the Bank of Formosa was forced to borrow from
city banks amounted by early March, 1927 to 240 million ven. These
city bank loans to the Bank of Formosa came to be a life line for its
contrived maintenance.®?

Thirdly, the development of new organizations and the introduc-
tion of new talent to meet the administrative demands of rapid diversi-
fication came too late. Kaneko's effective linking of several basic
business strategies which he used to take advantage of the new entre-
preneurial opportunities that appeared following the Sino-Japanese
War, and especially during World War X, rocketed him to success. In
a relatively short period, Suzuki had developed from a sugar dealer in
the city into a leading trading company of world wide fame and into a
great business empire or a great industrial domain in Japan. Kaneko
had become a distinguished empire builder. However, the formation of
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new organizational forms needéd in this vast business empire called for
different talents and a different temperament from those of the old
empire builders, '

Takahata in London, as early as 1917, felt uncomfortable that
the organizational structure of Suzuki & Co. with a capital of 0.5
million yen remained unchanged, although Suzuki had grown substantially
into such a large-scale firm that it was capable of yielding reserved
profits in excess of 100 million yen and employing a staff of more
than 2,000. He wanted to bring about organizational reform by re-
organizing Suzuki & Co. into a joint stock company. To this end he
had discussions with Bunzo Nishikawa whe also wanted to modernize the
business organization and bridge the policy gap between Kaneko and the
young college-educated persomnel. Nishikawa, along with Kotaro Nagai
(1887~ ), agreed with Takahata, and so advised Kaneko., Kaneko,
however, could not think of 'bowing to majority decisions' made by
joint stock companies, and rejected this organizationally desirable
change. Partly it was due to his loyalty to the Suzuki family, but
partly it was due to his increasing propensity for dictatorial powers.5!

- Unfortunately, in 1920, Nishikawa suddenly died of a gastric
ulcer at the age of 46. The Kaneko system of one-man rule, which had
brought great success during the days of booming business, proved
quite unfit for the days of depression. Because of his obstinancy,
the chance was temporarily lost to carry out organizational reform.
Suzuki's business finance system, however, allowed the Bank, in 1923,
to persuade the company through the Shimosaka proposal to be reorgan-
ized inteo a double structure. Now, Suzuki, at least formally, came
to bear a resemblance to the established zaibatsu. But, it also
presented a striking contrast to them. For example, Mitsui, with the
ardent desire to maintain control over all its subsidiaries, in 1909
and 1911, reorganized its three major partnerships, that is, the
Mitsui Bank, Mitsui Trading (Bussan) and Mitsuil Mining into joint
stock companies. Also in 1909 it established Mitsui & Co. (Mitsui
Gomei) capitalized at 50 million yen to hold the stocks of the three
newly established joint stock companies. However, in the case of
Suzuki, as stated before, Gomei Suzuki (Suzuki & Co.) was reorganized
in 1923 into a double structure where the over-all administration and
investment was handled by Suzuki & Co. (Suzuki Gomei) and the trading
business was handled by Suzuki Co., Ltd. (Kabushiki Suzuki). Kaneko,
therefore, became not only the director (Riji) of Suzuki Gomei, but
also the executive vice-president (Senmu Torishimariyaku) of Kabushiki
Suzuki. As we may perceive from the fact that all the paid-up capital
of 50 million yen became tied up in the subsidiaries, Suzuki Co., Ltd.
(Kabushiki Suzuki) came to function as investor as well. Thus, the
Bank of Formosa, with its varilous plans for organizatiomal reform
after the Shimosaka proposal, demonstrated strong determination to
stand against Kaneko's one-man dictatorial system, and to bring to
reality a modern business administration system based upon rational
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organigation and accountancy, and to provide various concrete measures
to force Suzuki & Co. (Suzuki Gomel) to administer all the subsidiar-—
ies containing Suzuki Co., Ltd. (Kabushiki Suzuki).®2

However, all attempts to create a modern organization, through
which Suzuki should be rationally administered, seem to have been too
late, The Minister of Finance, Naomi Kataoka, with intent to carry
out the lifting of the gold embargo, submitted on January 26, 1927 the
Bills for Earthquake Notes (Shinsai Tegata Kankeihoa) the purpose of
which was to compensate the total unsettled sums to Earthquake Notes
by government loans. Whether the Bills passed or not controlled
Suzuki's business future, tied tightly as it was to the Bank of Formosa.
Unfortunately, on March 14, Kataoka's slip of. the tongue in the debate
upon the Bills in the Diet, triggered the March monetary panic in and
around Tokyo. This panic, at once, induced city banks to withdraw
such a large sum of call money from the Bank of Formosa, that it was
" forced at last to give notice of suspension of payment to Suzuki on
March 26. Thus, Suzuki went into total bankruptcy on April 2, driving
the Bank of Formosa into suspending its business, which, in turn,
triggered a nation-wide monetary panic.

There are probably other causes for this business failure. For
example, Kaneko gained advantages from asscciation with powerful
politicians that caused repercussions. Undoubtedly his close contacts
with Goto, Hamaguchi and other politicians in relation to camphor, -
sugar and other products in Formosa, and various business monopolies,
was an important cause of business success., However, it is important
to note, that Kaneko's intimate relationship with Gote led to the
burning of Suzuki's head office in Kobe during a mob rice riot
(Komesodo) in 1918. PFurthermore, Kaneko's aggressive approach to
Takejiro Tokonami, president of the Seiyuhonto party, to have the Bills
for Earthquake Notes passed led to the unexpected result that the Bank
of Formosa was politically compelled to cut its conmection with Suzuki
by a supplementary resolution which the Diet passed on March 23, 192754

If we could attribute the business failure of Suzuki to the
above-mentioned four causes, how should Kaneko be estimated as a
business leader? According to Fritz Redlich's model, a highly crea-
tive entrepreneur is not of necessity a good entrepreneur in the usual
sense. In other words, there exist highly creative entrepreneurs, who
are poor emntrepreneurs in the usual sense, that is, who are unable to
build, to shape, or to direct enterprises. And this may be the reason
for their tragic failure, as we may perceive from the cases of the
German entrepreneur Friedrich Harkort and the American entrepreneur
Leonidas Merritt.®?

It seems to me, Redlich's model would be fundamentally applicable
to the Japanese entrepreneur Naokichi Kaneko. Kaneko was an empire
buillder as a romantic entrepreneur, but was not fit for modern business
administration sYstems based upon rational organization and accoun-—
tancy, and so he eventually failed. Thus, as a developer of stable
enterprises, he would not be regarded as a good entrepreneur.
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Considering his contribution to the national economy, however,
especially to its economic growth and development, in the light of
what I have already pointed out, he could be regarded as an effective
entrepreneur. Lastly, I would like to call your attention to the fact
that not only was he an uncommon company founder who challenged human
entrepreneurial ability to its limits, but he had also an unprece-
dented purity as a businessman, amassing no private fortune at any
time. WNaokichi Kaniko was, indeed, a businessman unique in the busi-
ness history of Japan.
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