SUMMARY OF THE RECORD Page 4557
September 23, 1947

HOSHINO |

OBATA - DIRECT :

| 5
Page DIRECT EXAMINATION OF \OBATA, Tadayo ==
‘ BY MR. WILLTITMET , _*_4_1__5111-
29137 * The witness identified and verified Exhibit 3214
as his‘affidavite
29140 * The affidavit stated that from 1932 to 1940 the

witness made a number of trips to Manchuria on business.
At that time he often saw HOSHINO, who was then first

in the Finance Ministry and later Chief of the General
Affairs Board in the Manchukuo Government, In the first
years in Manchukuo it was difficult for Japanese or
other business men to do business, but it became easier
after HOSHINO became Chief of the General Affairs Board.

Some young officers and officials in Manchukuo
did not welcome outside business men, but HOSHINO tried
to decrease this feeling. There was no discrimination
between Japanese and other foreign business men and the
same regulations applied to both., HOSHINO welcomed
foreign capital which was interestz2d in building up
Manchuria and was not aiming at speculation,

The witness had a plan to start an automobile
29141 industry there * with a Japanese company and the General
Motors Corporation from the United States, HOSHINO
agreed with this idea and to the necessity of U,S,
capital. Later, AIKAWA set up the Manchurian Indus-
trial Development Corporation and one of AIKAWA's
inducements was his ability to obtain foreign capil-
tal. Manchurian authorities were strict in requiring
that any corporation would have to be incorporated
under Manchukuo law., The witness knew this because
he was unable to set up a branch of SUMITOMO there
but had to establish a Manchukuo corporation.

HOSHINO's idea was to develop all industries,
particularly agriculture, to lay a solid foundation
for the country's economy and the people's welfare.

He was interested in developing both light and heavy
industry, especially the automotive, since Manchukuo
was vast and had insufficient railways. Trucks were
particularly necessary for agricultural development.

29142 * HOSHINO was eager for Manchukuo to grow as
an independent state generally. The China Incident
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disappointed him and he wanted it quickly terminated.

While he was Chief of the General Affairs Board, he
told the witness there were too many Japanese officlals
in Manchukuo and that native Manchurians should play a
greater part in government and economic activities.

HOSHINO tried to reduce the number of Japanese
officials and said that if Manchukuo needed technical
help, the Japanese should assist 1f they became Man-
churian citizens and acted as such, .
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¥ On 22 July, 1940, HOSHINO was appointed President
of the Planning Board and Minister without Portfolio in the
second KONOYE Cabinet, and the witness was appointed Vice-
President of the Board in August 1940. The witness was
brought into the Planning Board to analyze production
figures, and he and HOSHINO soon found out how impractical

most of the plans were.

* The China War and U. S. ban on exports added
to economis difficulties, and they had to shift plans. The
Board could make plans and recommendations only and final
decision was the Cablinet's, and execution was by various

ministries.

The Board formerly made plans for the allocation
of the forelign exchange obtained by exports, but the foreign
exchange shrunk raplidly. Since Japan could not get new
materials, the Board had to devise means of getting by
with what was avallable, and it turned to the plan for
exvansion of productive power, which had been set up in
January 1939. Trhis plan was exkibit 842, which was shown
to the witness, * who identified it as correct.

This was another impractical plan which had to be
revised constantly btecause production was decreasing as
supplies from the U. S. were diminishing. They had to
find new sources of such raw materials and products, and
the plan for expanslion of productive power was the only

to do it. Japan was weak economically, and the Board
I'*a to devise some means of meeting army, navy, and
civilian demands.

* They were still importing some materials from
the U, S..and NEI, but this was insufficient. It was
planned to receive from them or any other source the normal
amount of peacetime imports, and all planning was based on
a continuation of such imports only. The only warfare
considered in making plans was that in China, and neither
HOSHINO nor the witness knew how much the army and navy
needed there, for this was kept entirely secret. If they
had had in mind any future war in making their plans, they
would have been on a very different nature from the ones
followed. The object of the plan of expansion of produc-
tive power was to turn out producer's goods for the most
necessary items cut off from Japan by the export bans of
foreign countries and to attempt to balance industries.
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Japanese heavy industry was far inferior to the
light and needed great developing to bring the economy
into balance. The direct purpose of this plan was not to
increase the amount of steel and other items, but to
Increase the ability to produce them. The end of the plan
was set for March, 1942, on paper, but they knew no definite
accomplishment could be realized by then. No particular
division of the Board had sole charge of the plan, so it
was to be handled temporarily by the 5th Division, which
had formerly made allocations of foreign exchange and other
funds, which had dwindled. |

Although army and navy demands were very great,
HOSHINO and the witness tried to cut down military alloca-
tions in favor of civilian goods and the expansion plan.
The army and navy got first priority, but they always
succeeded in reducing the allocations demanded by a large
ver cent, and they never actually cot the full allocation
because of material shortages. There was great difficulty
and arguments from these allocations, and although they
were supposed to be decided by April of each year, the
witness remembered that when he joined the Board, the
allocation was deferred from April to early July. When
the witness resigned, the authorities had reached no agree-
ment on allocations for 1941,

Tre witness stated that he had been shown exhibit
865, whichk contains the plan for the new economic struc-
ture. * The details were prepared by -young Planning Board
officials. HOSHINO presented the plan 1n the autumn of
1940 to the Economic Ministers of the Cabinet, They
opposed the plan, especially Minister of Commerce KOBAYASHI,
and HOSEINO agreed it should be changed. The Economic
Ministers wanted it changed so that it would be more in
favor of a laissez-faire economy. The original plan
provided that larsce economic organlzations were to take
over all industries and weed out small and Inefficient
concerns. KOBAYASHI wanted the government to help the
small businessmen, and HOSHINO agreed. The witness did not
have a copv of the original plan, since it was not adopted.

There were added to the original plan words to
the effect that it was to stabilize the welfare and well-
being of the people. This was to check too great emphasis
on a synthetic and planned economy and on any radical
* change being more in favor of maintaining the status quo.
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In paragraph 3 of Section I1I, the plan originally
read "enterprise must" instead of "may be separated or
combined". 1In paragraph 4 of Section II the original read
"medium and small enterprises shall be ad justed and unifieqgw®,
In Section III it originally read "economic organizations
shall be operated under the guidance of the one leader
principle". The final plan on which KOBAYASHI and HOSHINO
concurred was a reversal of the original plan in many

points.

After the changes made by HOSHINO ang the other
Economic Ministers, the plan became substantially as it
read now, and was finally approved by the Cabinet. The
joard had nothing to do with executing it, but this had to
be done by the Commerce and Industry Ministry. The new
plan looked to a partial transfer of * industry control
from the government to the business men.

The Board's aim was a self-sufficient economy
pointing to a bloc economy relationship with Manchukuo and
China. Japan was to be the center of the highly developed
industry because it was more advanced, and Manchukuoc and
China would emphasize the raw material and basic industries.
Industries in those two countries were included in the
planning because they had been in past economiec plans.

The three countries, from the point of view of natural
resources and production techniques, were interdependent,
and did not seem prosperous without cooperation.

Regarding the population policy which was contained
in exhibit 865, at that time the percentage of population
increase in Japan was declining due to the change in
soclal conditions and the China War. The plan proposed a
state of peace and aimed at 1960, Its real effects would
not have been seen until that time. An immediate effect
of it would be a decrease in the labor supply, since it
encouraged marriage and restricted the employment of women
over twenty. It was a visionary paper plan, and it was
prepared in the Welfare Ministry and was to be carried out
by it. It was customary to explain such plans to the
Board. HOSHINO did not show much interest in the population
plan, although he gave some explanation of it. He expressed
no opinion on it to the witness.

HOSHINO resigned in early April, 1941, and in
accordance with the ‘custom the witness five days later

resigned.
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CROSS-EXAHINATION, by BRIGADIER QUILLIAM.

* The witness stated that HOSHINO always held the
opinion that the China Incident was g3 disappointment, and
he wanted it terminated. The wltness did not recall.a
speech by HOSHINO, €Xpressing approval of the Incident.

The witness knew of the Japan-Manchukuo-China
Economic Council, which he was s member of. He thought
he attended some conferences of the nature referred to,
* but he didn't recall clearly attending such a one.
He thought he was at one or another conference of that
kind. He thought 1t was an important conference, but hag
forgotten whether the'proceedings were published in a book,

Exhibit 3215, a book entitled "Reports of Japan-
Manchukuo-China Economic Round Table Conference" was handed
to the witness. #* He didn't recall ever seéeing the book
before. The witness observed that on a page of the book
there was 3 report on a specch made by HOSHINO at the
Hsinking conference on 3 December 1938, but he didgn't
know when the speech was made.

In the speech, HOSHINGC sald that looking back
unon East Asia in the past, although it contained one-
tenth of the worldrs land area and over one-fourth of its
population, it seemed to have teen vainly wandering in the
dark. However, the trend of the Orient was to restore her
proper position in worlg civilization, The bell for the
awakening was sounding long ago in the lleiji Restoration.
The first step realizegd on the continent was the Manchurian
Incident, the recent China Incident being a development
and expansion thereof. In consequence, there was first
established Fanchukuo., and next Nnew governments in North
China, Central China, and on the fongolian Border. This
was a revelation of God and thre voice of Heaven.

The construction of a new bast Asia was 3 great
duty imposed upon them, and they must advance toward its
* fulfillment bravely by staking their eternal lives and

Having read that extract, the witness still
asserted that HOSHINO was Opposed to the Ching Incident.

Exhibit 3215, the full report of that speech,
was received in evidence. .
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REDIRECT EXAMINATION BY MR. WILLIAMS.

* The witness had heard of HOSHINO's disappointment
in the China Incident directly and frequently from the
accused himself.

* The witness did not attent the meeting al-
legedly held in Hsinking in 1938.

* Exhibit 2797-A, an excerpt from the official
report of the U. S. State Department, Research and Analysis
Branch on War Production Controls in Japan, stated that the
adoption of the new economic structure, sanctioned by the
"ajor Industries Association Ordinance of 1 September, 1941,
indicated the failure of the army plan to introduce a
drastic pnrorsram for state regimentation of industry and the
transformation of private cartels into publie organs
directed by egovernment officials. The plan was inherited
by the TOJO Cabinet. Under the provisions of the Imperial
Ordinance, former private cartels had theoretically become
public organs termed control socleties, responsible to the
Ministry of Commerce and Industry. The Ministry's powers,
however, were largely negated by inability to appoint
directors of the control socleties. * The president of
the control society was chosen by a nominating meeting of
industrialists appointed by the competent minister. The
president. in turn, chooses tke other officers and directors
from experienced people. This committee tended to appoint
as presidents of the control societies the presidents of
the leading cartels.

* In exhibit 3212, the prosecution's interrogation
of HOSHINO, the accused stated that he did not become a
member of the IRAA in any particular sense, but as a member
of the Cabinet. He was an adviser, as were all Cabinet
NMinisters. He was not an officer of the IRAA, but he was
a member of the committee. He was called upon to become a
member to study health matters after his resignation. That
is all he did with the IRAA.

The accused stated that in the spring of 1940,
MATSUOKA went to Germany and Italy. HOSHINQO had resigned
when WNATSUOKA returned, * and he didn't know the concrete
details of the trip results, but the most important result
was the Russo-Japanese Treaty of non-aggression, which was
signed the middle of April. The accused did not attend a
Cabinet meeting, at which it was considered, for he had
already resigned in April and traveled during March, when
Fe did not attend Cabinet meetings.
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ARALI, Sedeo, et al

AFFIDAVIT OF
OBATA, Tadayoshi

I, Tedayoshl OBATA, having first "aén duly sworn on oath
&s on attached sheet, and in acoordance with the procedure -
followed in my country, hereby depose as follows:

I reside at 42 Kitayamacho, Tennogi-kKu, Oseke, I was
graduated from the Tckyo Imperial University in 1917, and secured
8 position with the Sumitomo Company, later becoming executive
director of the Sumitomoc Electric Wire and Cable Vorks at Osaka.
In August, 1940, I wes appointed Vice President of the Planning
Board, but resigned in april, 1941. In April, 1945, I wes appointed
Governor @f Aichi Prefccture. Ih June, 1945, I was appointed Goverye
nor Generel of the Tokal and Hokuriku District.

During the period from 1932 to 1940 I had occasion to make
8 number of trips to Manchuria and to spend considerable time
there in connection with business. At that time I often saw
Mr., HOSHINO, Naoki, who was then in the Governmént of lJanohukuo,
first in the Finance Ministry end later es Chief of the General
Affairs Boerd, '

In the first years in Manchukuo it was difficult for Japanese
or other business men to do business there, but it became much
easier after Mr. HOSHINO assumed the position of Chief of General
ATfalrs Board. For one thing, some of the young officers and
young officials in Manchukuo did not welcome outside business men,
particularly in the early days of the new state. Mr. HOSHILO
tried to decrease this fesling, although this was & difficult thing
to do. There was no discrimination between Japanese snd other
foreign business men in Manchuria. The same regulations applied
to both,

Mr. HOSHINO welcomed foreign capital which was sincerely
interested 1n bullding up Manchuria end was not eiming only at
speculative purposses. I had & plan to start an automobile
industry there with a8 Japanese company and the General Wlotors
Corporation from the United States. I suggested this and Mr,
HOSEINO agreed with the idea. I told him American capital wes
necessary for Menchurie esnd he esgreed with me. JLater on Mr,
Alkewa came in to Menchukuo and set up the Manchurisn Industriel
Development Corporation. One of the inducements offered by
Mr. Alkawe was his ebility to get in foreign capital, particularly
Americen capital and technique, The Manchuriaen authorities,
however, were strict in their requirement thet any gorporation
coming in would have to be incorporsted under the laws of
Menchukuo, regerdless or where the corporation came from. I know
about this because I tried to set up & branch of Sumitomo there
but could not do so, end haed to establish & new compeny -- &
Manchukuo corporation,




-a -
- - = — =

e e S S —— q" 1.‘ = ey e
— — *

Defense Do0. 2592

It was Mr, HOSHINO's idea to develop all industry in the
country, particularly agriculture, in order to lay a solid
foundation for the country's economy ang the beople's welfare,
He was interested in developing both light and heavy industry,
especially the automotive industry, since Manchukuo was a vast
country and had insufficient rail transportation, Trucks were
particularly necessary for the agriculturel development which he

wanted to see take place.

Manchurians should play a greater Part in government and eoconomic
activities. He tried to reduce the number OT Japanese officials,
He saild thet if Meanchukuo needed technical help, the Jepanese

should assist, provided they hecame Manchurian citizens and acted

88 such, not as Japenese,

them wags primerily becsuse he WES sincerely interested in builde
ing up Manchukuo.. He conscientiously discharged his duties in

the same way, far more so than most of the other Jupanese officials
there, The Kwentung Army officers, were for the most part, sin-
cére end in the early days of Manchukuo I had the impression

thet they were the most capable and most idealistic officers of
any part of the Japanese Army, This tradition of capabllity and
sincerity contlnued, and so Mr, HOSHINO's attitude was reéspectedg

On July 22, 1940, Mr., HOSHINO W&s appointed President of
the Planning Bosrd and Minister Without Portfolio in Prince
KONOYE's Secong Cabinet, and I Wes eppointed Vice President of the
B oard in August of thgt year. The reason I was brought into the -
Plenning Board was to analyze, from a business man's pofnt of view,
the various production figures in the impreactical Plans then being
used. Mr, HOSHINO and I soon found out how impractical most of

= these plans wers. It wes g difficult position to be in for the

This added greatly to our economic difriculties snga SO0 we had to
shift plans in order for Jepan to meet her needs with what she hsd,
The Plenning Bosrd could meke plans and recommendations only, The
final decision was always made by the Cabinet and executed by the

The Planning Board had, ss part of itg business, formerly
mede plans and for the allocation of the Toreign exchenge which
Japan obtained by her exports, but our foreign €xchange shrunk
rapidly. Since Japan could not get new materials the Board had to
devise new meang of getting by with what was avaiiable and so it

turned to the plan for the Expunsion of Productive Power, which had
been set up in January, 1939. Counsel has shown me Exhibit 842 and
this document contains thst plan, This was unother impractical

blan which we hag to constently revise in the fsce of changing cir-
Cumstences. The chenges were mades NeCessary primarily by the fact
that production was decreasing as our supplies of steel 8Crap, oil,
machine tools, aluminum end other items from the United States were
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demands put on it by the Army, Nevy end civilian sources.

Japan was still importing somec materisls from the United
Stetes and the Notherlands Egst Indies, but these were insufficient

for her current needs. Whet it was plannsd to roceive from them,
or eny other outside source, was the normal emount of peacetime
imports and all the planning was based on a continuastion of such
imports only. .The only werfarec which was considered in making
plans was thet going on in China, and neither lMr. HOSHINC nor I
knew how much the Army and N avy required for use there., The uses
to which they put the matericls they demanded were Kept entirely
secret. If we had had in mind eny future war, such as the Pacific
Wer, in making our plans, thosec plans wculd have been of a very
different nature frocm the ones we followed. Thec obiject of the
Plen for Expansion of Productive Power was to turn out producers!
goods for those most neccssery items cus off from Japen by the ex-
port bans of foreign countries, end to ettempt to balunce the in-
dustries. The heavy industry in Japan was fear inferior to the
light industry and necded s great deal of developing to bring the
economy into any kind of a well balanced relationship. By the
Plen for Expsnsion of Productive Power the dir.cet purpose was not
to increase the amount of steel snd other items, but the cbility
to produce them. The end of the plan wrs set for MNerch of 1942

on puper, but we knew no definite acecon. [ shment could be rerlized
by that time. At thuat time there wes 0o perticular division of the
Planning Board having sole cherge of this Plsn so it wes to be
hendled temporarily by the Fifih Division, which had fornerly made

allocr-tions of foreign eXchenge end other funds which hed dwindled
sO much.

s 1 said before, at this time the demands of the Arny +nd
Navy were very great. However, Mr. HOSHINO end I tricd to et fonn
the military ellocations in favor of Civilisn goods and the Pi‘r
for Expansion of Productive Power, The Army and Nevy got first
priority but we always succeeded in reducing the sllocztions whici
they demended by a large per cent and they never actually got ths
full allocztion becsuse of materigl shorteges, There was & great
deal of difficulty and srgument over these allocetions and clthough
they were supposed to be decided by April of esch year, I remembor
when I joined ths Plenning Borrd thet the allocstion had already
been deferred from 4pril to early in July, and when I resigned in
April of the next yeer, the authorities concerned had been able to
reach no egreement on =llocztions for the 1941 fiscal yeer.

Next I shell spesk about the new economic structure.
Counsel has shown me Exhibit 865 which conteins the plan. The de=-
tailed plan was prepared by some of th¢ young officials of the
Planning Board. bir. HOSHINO took this plen in the sutumn of 1940
end presented it to the Economic Ministers of the Cabinet. They
expressed considerable opposition to the pPlen, especially Mr. Koba-
yashi, the Minister of Commerce and Irdustry. Mr. HOSHINO cgreed
that it should be changed. The Economic Ministers of the Ccbinct
wanted the plan chenged so thut it would be more in favor of =«
laissez-faire economy. For instance, the original plan provided that
large economic orgenizations were to teke over all industrics snd
run them efficiently, weceding out the small end inefficient busi-
ness concerns. Mr. Kobayashi wantcd the government to help the
smell business men instead, and lir. HOSHINO agreed with him. I do
not have a copy of the originel Plen and I do not know where one
cen be found, since it wss not adopted. I shell rclote some of the

chenges made by Mr., HOSHINO and the other Zconomic Ministers, as I
Temember them, after many negotistions,
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l., There were added to the original plan the words, "to
stebilize the-welfare and well-being of the people", or words to
thet effect, to the eims set out in the plan. This weg to act as
a cneck on the too great empliusis on a synthetic and planned eco-
nomy and was &8 ched¥: on any reailcel change, being more in favor o:

maintenance of the status quo.

2. In paragreph 3 of Section II, the plan originally
reed: "enterprise must be separeted or combined" instead of "may be

separated or combinzd." I heve underlined the work in the original
plan which was changed.

3+ In parsgraph 4 of Section II the originel plan read:
"medium and small enterprises shall be adjusted and unified."

4. In Section III, entitled, "Economic Organizetions",
peragraph (a) (2) originally reed: "Economic organizetions shall
be opereted under the guldence of the one-leuder principle." In
short, the Tinal plan on which Mr. Kobayeshi and lr. HOSHINO con-
curred weas a reversal of the origingl plan in meny points.

ATter these changes hed been made by Mr, HOSHINO and the
other Economic Ministers of the Cabinet, the plan became substan-
tielly as it reads now and wes finelly approved by the Cabinet.

The Plenning Bosrd had nothing to do with the esxecution of the plan
which had to be done by the Commerce and Industry Ministry. The

new economic plan looked to a pesrtisl transfer of control of indus-
try from the governmcent to the businessmen of the control associa-
tions so thet under the plan there would be less government control

than formerly.

The Plenning Board's aim under the more end more difficu
conditions of the time, was = self-sufficient economy for Jepan,
pointing to a bloc economy relationship with Menchukuo snd China,
Japan wes to be the center of the highly developed industry because
it wes more advenced in those lines. Msanchukuo snd China would em= -
pheslze the rew meterisl end basic industries. The industries in
North Chine end Menchukuo were included in the plenning becsause
these had been included in the economic plans for the past seversl
years, being elready integrsted with the Jepanese economy. Japen,
Chine &nd Manchuria under the circumstences then preveliling, from
the point of view of natursl resources cnd production techniques,
ere interdependent and they did not seem to be prosperous without
eanch other's cooperation.

Next I shell speak about the population policy, which is
8ls0o conteined in Exhibit 865, At this time the percentage of popu=-
lation increase in Japen was declining due to the change in social
conditions in Jepan and the war in China, In its exscution the plen
presupposed & state of peuce and was aimed at the year 1960. Its
reel effects would not have been seen until that time. Furthermore,
cne of 1ts immedinte cffects would be 2 decrease in the labor sup-
ply, since the plean aimed at the encouragement of marriage and
cestriction of cmployment of women over twenty years of ege, and this
aeent & decreesing number of women leborers in the factories. It
was s paper plan, which waes very visionary.

The plen was prepered in the Welfare Ministry and weas to 1.
cerried out by thet Ministry. At that time it was the custom for
such plaens to be explained by the Plenning Board, wherever they mi
have been proposed, Mr. HOSHINO did not show much interest in the
population plan, slthough I believe he gave some explanation of it,

nor did he express any opinion on it.
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3 Mr. HOSHINO gave his resignation to Prince KONOYE in
| eerly April of 1941. , Five days leter, in uccordance with the ususal

1 custom, I tendered my resignation to the new President of the Plan-
r * ning Bogrd and it was accepted.

! Dated this _19 day of September, 1947, st Tokyo, Japean.

C

/s/ Tadeyoshi OBATA ' (seal)
Sworn to end subscribed befere me on the above mentioned

date and place.,

. B Witness: /s/ lMesao MIGITA (seal)

Qs ALTSH
In accordance with my conscience I swear to tell the

whole truth, withholding nothing end adding nothing,

/s/ Tadayoshi OBLT4 = (seal)
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