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Abstract

This paper attempts to clarify the activities of sogo shosha (general trading companies),
which exist only in Japan and whose actual status is often difficult to assess due to a
variety of factors. This research endeavors to answer the following three questions.

1. What role did Japanese general trading companies play under China’s economic

reforms and subsequent opening up?

2. What are the behavioral principles of general trading companies?

3. What is a general trading company? What role should they play in the future?

Based on his 36 years of work experience at a general trading company, where he
experienced the Tiananmen Square protests and anti-Japanese demonstrations, the
author has tried to express his implicit understanding of conducting business as formal
knowledge and to record it. The author builds upon prior research with his own on-site
1mpressions, and interviews were conducted with people who were actually involved in
business conducted by general trading companies in China.

General trading companies form a network of “cross-border industry-government-
finance” and serve as a nodal point (hub) connecting business between Japan and China,
thus demonstrating that they are composite business entities that are “organically
linked” to each other. General trading companies have been flexible in adapting their
business models in response to the degree of progress in China’s economic reforms and
policy of opening up to foreign investment, from the period when there were no
diplomatic relations between Japan and China to after the normalization of diplomatic
relations. This constant involvement in the Chinese market as they transformed their
business model was one of the characteristics of general trading companies, and an
important part of the role they played.

Through case studies of the actual business activities of general trading companies in
China, the author has explained the complex interplay of value chains, innovation,
national policies, and other aspects of the behavioral principles of these companies.

The results of this research add a new angle of “consideration from an inside
perspective” to the existing discussion of general trading companies. This paper
discusses how general trading companies have overcome a number of criticisms and
skepticism and have continued to develop amidst the tumultuous changes of the times.
On the subject of the Chinese business conducted by general trading companies, this
paper discusses the process of taking on the challenge of the new market that is China
while deftly transforming their business model and demonstrating the diverse functions

that general trading companies possess. In addition, as the time has come for those who



have been involved in the Chinese market to retire from active business, it is worthwhile
to record the experiences of the author and others like him for posterity. Based on the
paper’s discussion of how general trading companies have conducted their business in
China, the author has concluded that the role of the general trading company should be
to act as “a company that takes on the challenges of a changing world based on the
current situation in Japan.” This year marks the 50th anniversary of the normalization
of diplomatic relations between Japan and China, making this a year to commemorate,

as well as a befitting occasion on which to present this paper to the world.
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