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. The Sunberent lSaued bv Jose‘h M. ,DOdgc, Bcopomlc Adviser to General
Héchrthur, at a press conference yesterdaY fOllOWS in full:
On.a Nev Currencjk
-—wmmﬁ%“' TR
lhére is no reasbn for any assumptlons to arise from the fact that
at one time I worked on the original plans for a ‘German financial
?ehablllt“bloﬂ which 1ncludea a drasbic currency devaluablon, since put
1nto effect. : o _ S ‘ BRI
yy presonoe 1n Japan does not Lnalc;te thaL anV plﬂns have been
mode for a 51m11ar mon@tary devaluatlon for Japan.f'/

i Whatever the problems may be here they wxll be approached and
con31dered by evelwone concerned Nolely on the basis of 1oca1 conditions
ﬂnd tne Lundampptal reoulrements for 1ch1ev1ng an effectlve flnancval and
economlc stabllnzablon under tne cond:tlons re7aL1np to Japqn alone.

I Ulll state my Dersonal conv1ct10n bhax, as a mntber of prlncwnle,

a currency devaluablon shou]d be av01ded 1f any UQJ can be found “to do so.

ths will 1arge1y denend on bhe course of eventq. Prnnﬁlpa11y, it wlll

dewemd upon tne nlncerlty'

rent qnd Lhe Japanesr 80 le meet the dlfficult ploblews connected w:th
haltlng an]qblonary brpﬂd" and qch19v1ng n acbual fwnﬂnc:nl ﬂnd economic:

stabilizatlon‘
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There exists a general desmre for the eorly establishwment of a single rate

of e"change on forelpn trade trqnsactlons. The urge to accomplish this is

eLSle understood and there is an official objective to do 80 as soon a3

. Drwctlc 1ble, ' c . o :E §

tThile it is not too dlfflcu]t matber to compuue a rqte based on present
circumstances that is npt all there is to the problem. 'Lhere are other fac-
tors which should be considered.

It is one thing to establish-a siﬁgié official rete and ancther to o
defend it after it has been esﬁablisﬁed. No one should want a rate which jig- L

ples vielently up and dovm.

Today the dollar rate is almost the sole consideration and concern

because the present pattern of imports is overvhelmingly in dollars. llowever,

that is not the historical pattern of Japanese fofeigntréde and may not and
probably should not be the pattern @f the. longer term future.  Thus the o
g ultimate pattern of Japahese trade is a factor also’deserving of consideration. |
Finally it should detremenbered that the primary objective musﬁ he the .
accomplishment of a rate which will étimulate ekpofts without unduly - L
penalizing imports, and that an effective eéonqmic stabilizdtién is closely ‘ﬁ

related to achleving a soﬂnd aﬁd'satisfaéﬁbry reSult;

On Tnflhtlon and, Shnbnllzatl - - . o
mwmm YA RNTAG : NN 7 ’;&Rﬁ»‘ﬂw’ BN N

Real stability and proaresc “have to be bﬁsed on a 50und flscﬂl and
ronpbqﬂv aprroach to the nation’ q problews. ‘An effeétive'stabiliiation

requires relatlng all pollcy deczslone to the Goverument budgeb as a primary

instrument of financial polmcy.
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It is government whlch ‘turns on the sw1pots of 1n”1at10n and govornmert

unlch mugt turn them off Inflation must flrstube sterilized at the eource.
T T 1is means that all economlc nd polltlcal dec1s1ons must be dlrectly re 1ted‘tof' f

cost and the- productlon needs of the economy.’

It is not easy for a” government to reduce its own spend1ng¥nwterms of subsm—f.g

dies, 1nvegtmentw, and other general expenses. Neverthe]c ss, it haa to be "

done and. awkward decisions cahnot be set aside. Government evpeadltures have .
to be l:mated to the resources from avmllable taxes. Roductlon cf tq"ee is the’
end result of rednctlon in government e‘pendltures. ’

Also it -must not be overlooked that gqvernment 1nvesumentu and expenélture
are rarely as productlve as prlvate 1nve5xrenxs 1nd e.povdﬁnures of the same 3

amount. Ina shorbage economy every resource, whether money, lqbor or Naterlal

dravm off for unneceSSﬁry or non—productlve purposea tends to ﬁdd to Jn 1at30nary’”'

)

pressures. fhereLore ‘the queotnons of absolute need nr:orltv oE neod and thn %i

fectlve use o? bhe Lunds absorbed by bayatlon and urnnt bv the government have;

-¥¥nyf egual 1nportance with Lhe prlncﬂpln of thelr belug covered by Lne revenues

actually received.

‘To meet the problem it Ulll he neceseary lor the Jananese Gove*nment to

agsume and exerclse thn power and flnd the means to dlscharoe 1ts;respdnr"

:Y _ 51b133bles to thc natlon, to the Unlted Stateu, and to the Alll

A;1gpored”by'the.5tete:'.The.averagelmahveahﬁbﬁ‘“'
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Some salutarj antl—lnflwtlon read]ustmentp and developvents ‘are not
oan necessary but de51rable f‘or the - 1onger run good of the Japane;e economy.
: It cannot afford to waste any evisting elements of strength supﬁortlng the . _’~‘W

unrea1lqtlo dlstortlons .and dislocations of an Jnflatlonary trend A

‘postponed read]ustment 1nev1tab1y will Te extremely serlous and’ of much

longer uuratlon.

Eyeryqne complains;abouf'the high price effects of inflatioﬂ but .
wants to keeﬁ on getting his own-slice of goﬁernhent funds. - Infléﬁion is
always considé;ed bad for éther pedple but individuals want tQ'kéép for

themselves whatever pérsonal benefits they mistakenly believe arise from it.

Increasod subsidies;, 1ncreased wages and increased goverament expenditures

go hand 1n hand with hjgher nrlces Lo consumers and higher taxes. " That,

is why wvage stab;llzatlop is a fundamental factor. in venerql qtablllzatlon.
- But ﬁhile it mﬁétbhe remertbered thgt Qages incréase by arithmetical progres—‘"
‘sion, pfices increase by geometrica} progression. The consumer ié~a1w5ys
the loser. : o .
Inflation.burhs the.econqmic cdndle at both ends. The:off énd
belongs tp those who are’heang.st_apned of the value of their. uarn:ngs ﬁnd
savings by rising,priées. The near. and belon”s to those who are Bpendjnp
thei%ﬁiues éktra;ted_from:the‘publlc. They are spendlngnother people s

. money

Polltlcal and economlc llberatlon has not in e d the supply of goods L

: The facts ave uhat

and services as much as 1t has the demand for themt

‘ the speﬂdlng power 1n eylstence ls'too largo for the supply of*g ods 1nd
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services left over after satisfying the requirerents of the gover“nent,
exports, cnnital programs and war termination cost

Under present conditions if the people are to hﬂve or. to consuie more

‘it can only come fPom reducing these requlremenbg or-as a glft ;rom the

United Stetes. Therefore, any relaxation in favor ‘of the domestic economv
nust be offset by a tightening up somewhere else and every con51der1blon in
Pavor of the domest:c economy must be accompanlnd by offsettlng proposals of
retrenéhment.

fﬁére shbuld be a general recognition;that an. inereasing part'of the
notional output wili be-needed for years ahead to- replace the free'goéds now
coming from the United Sfates, which cénnot come forever.

If this is to e accoﬁpljshed’ there must be 1055 of thinking soTely
in terms of how much U.3. ald will: be forthcomlng ‘and more th:nkzng of
increased production, decreased costs and oreaternexports. 1To subSUantlally
increase eyports will require continued llmltat:ons ‘on donestlc consum“tlon :
and an erphasis on the needs of the export consumer rabher than bhau aof the
domestic consumer. While the domestic need for consumer and capital'goods
is real and apparent, internal rehabilitétion and expansién neceséarii?'failé‘

into second place behind the need for a- prlorluy of exports. The obgectnve»'

must be to- achleve splf-support so as to vqrrant contlnuatlon of u. S ald T

and ultima tely create the condlulonu ;avorable for foreign credlts.
It should be understood clearly that the U, S Government is rlghtlJ
concerned that 1ast1ng beneflts to the Japanese economy and 1tse1f must

result :_R
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<hafa‘truths and not pleasant to hear but tbey are no more 1ne;orable than

: andvméhetary poiicies, increased exports and a continued domestic self-

_ these simple facts:

- year by Japan from the Unitéd States comes from the taxes imposed on business

- any more than does the Japwnese 01t1zen.,'

' Janan (Whlch are . so nece°sarv rJChL now to 118 economln life and rehabllntatlon)

result from grants of aid'or‘bredits.

These are the simple propositions governlna economic poliecy. Thev are

the facts themselves.

The problems ‘cannot be met hy any form of ﬁ@netdry mirﬁclé or fiscal policy‘ 'E@

alone. Tney can be met. only by 1ncreased produvction at less cost, somd fiscal o

deni§I>

In.Conélusion S

Finally I urge .every Japancse C1L1zen ‘o understand anﬂ remember

‘First: The hundreds of millions of dollers of aid received each

enbeWﬁrlqes of ‘the Unated States. In turn thess taxes have heen - pald from the

wages of Amerlcan workers and the Amerlcan cJtﬂzen does not llke Lo pav tawes
Second: These dollars, or their equivalent in goods belnn recelvpd bv

tuailv are only a tem‘orary substltute for and supploment to the productlon

and erorts wh:ch Japan rust’ prov1de for 1tself Japwn has meL the requnre— o

ments of ;t; owm 11v§11hood and pronress .n the past and must prepare to do

so ‘again, as quickly as possible.
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) lto meet'their own problems. Tp'llvevas 8 self~support1ny and not a’ dependent

lnatlon Japan nust accumulate capltal bJ s v1ngs 1nd economy, 1t must

supnletenL 1ts 11mited 1ntern91 re”ources ‘with maternal and products only

;avallable from 0uher ‘sources and it musb be alle to pqv'LOr them lrom e panda

ing exports.

lTétbut it briefly, the national‘deficiﬁ cannot be allowed to iﬁéréé;e

’~‘as productlon ayhﬁnds

: Ue have seen a. rising nroﬂuctn.on :mdex, a.ccomnnnled by a large ‘md
prouresqlve increase in tne amount of U 8. 11d The ewcess -of 1m10rts has

f." : 'a 1ncreased and the gap between 1mports 1nd eVports has suOSuantlally 1'dened

. The tlme mast come . Uhen tnls natnonal trend 1J>complételv reverséd;

If 1n01vldual enterprlse contlnuouslf has bo be SubSIGJued to prov1de

alezhlo evnorts, tnen Jncre'\s:mcr volume suggesbs only correspond1ngly~1

c*eased def1c]bs.
; ‘ . To meet thls problem the vay has to be Lound to oonvert the dolla

o of 1mported mater:als 1nto more, and not leSn, uhan a dollar of ewpo

. ald, 1ncreased sub ]leS and lncreased delloits.

) given welelv to ra n the bOt&l§ of pfoductlon

Too' lltblp

5to”cast.or‘net‘resﬁ1ts.A

tLentlon 1s belnviglven to'the-ne

creqtlnd the rreatest pA351ble net p:‘:

3
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It is for these fundamental reasons that every individual citizen has

to make it a personal ss well}aS'national goal to produce moréVand to save

nore.
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isaae  JGHOBY' NEWS Sr,RVICﬁ.

| GENERAL I-IE:ADQUARIERS' ,
- FAR: BAST. COMIAND R L
Pubhc Informat*on Ofi‘ice e ’ RS

3 Immmm RELEASE: . - 15 April 199

“The following statement on 'bhe Japanese budget
was made ‘public today by the Henorable Joseph M- Dodge,
Financlal Advn.ser to the Supreme Commander- Cols

In'broduction
Ene:cyﬂvery element of - the budget problem can be .
discussed and amplified elmost indefinitely in = 7.
any direction., Tt ig not my intention to 'do this " -
‘but: to make: commen‘bs on its more important. aspects
Adhich will sugrest appropriate analyses and -condlu- -
‘sions,. I already have observed keeén mterpreta- .
. tions of the. economic mpllcat:.ons oi‘ “the budget
in the press. - ’ .

Gen_era.l Goﬁent Lo
~ The creation and implementation of a halanced. RPN
. budget is the first requirement of the Fine Point: e Teu
- Stabilization Frogram;. ‘As such it is the unoualif:r.ed v
obl:.gatlon of ‘every poll‘bical party and every dne " oo
. dividual, It should have been-made an integral part | .- T 7
of ‘each party platform, . . It is a Japanese national DR
" problem; not ‘a political warty ‘problem, - It is egsential..
. to establishing & sound feundation for further economic -
-reconstruction and the- effective vse of TU,S. approprias- -
tions made for t.he benef:.t of tite Ja; ~anese economy..

.

) The stabj llzatlon Drogram requlres of "the: Japarese .
governmen‘b what, “the former Allies of “the. United S’t,atna, )
who are rece1v1n',_1ts ald, have agreed o do in formal

sl stituation of = - . Ty

among the Japanese ﬁeop"e of t}'}‘ -
have been expected as the

uhelr country. Nothlng should’

el more -
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IMI\EDIATE RELhASL (expec'bed as the)

SEERTIE -_gresult oi‘ ‘the war bu{z a 1ong term of hérdsh:z.p a.nd self— |
¢ aodenjal, The m’olpn .continuouely has b@en 11v:.ng be,/ond
f,‘1‘os BuchLt "There a8 been.a- general da.spos:LtJ.on -in the - o
VJapanese vovprnment to atcede to_any ‘demend to\snend more N ;
" and more and to attnmp'b ‘tegpend” every. .source. of fheoin
. . morg than once, - Too. much of uhlS st endmg; uas not been,
J pu'b to producta_ve use..- U R, -

v Anj moaaurement of” the diroct and Jnd: rect losses‘
.';result.inﬁ “from. the war-will- clearly show that! Je,‘amz :
'ca.andt afford to diss:.pa‘be eapital, Tt -has 'sul Tered dew
- -were'vhysical less and damege and, econcmiic . and flnancial
" .fislocationg, . It has loat . :Lts empire- and . vith that has
. “lost great mw)estments and’’ ‘sources- of" rau matenials, pro- -’
 * duétion and trade. “Also there has been a.loss of the
"' influences: that em:ire brought' to bear on other con= -
' 'blguous trading areaty, Japan's ponulation hag Been
o T ‘increased by:repatriation and” concentrated to its home= ',
, BTN Yand, There is a- large net gain in’ populapion- each .
SRR yéal. Th'"'e arc -3erious nvoblems.» Thelrn gffects reach &
. feverywhe:e and they can.not e’ qmckly or easilj oVercome.‘

)

_a rough ‘and. rock;y' road wh1c11 will SeVPl el:; bcst the .

.~ streagth, ‘character . and loyaltv of ‘the. peoplo.’ The' 8co=
“homy has {ravelled; the early vert ¢f this road ima

- damaged dnd /unrepalred vehi! cle but' the vehicle and the,

.‘“aspenge"‘s havc ‘been protécted - from road -shoecks by'a

. cushion of’ U, S.:aid.’ It is time the Japafiese. bera‘i to..

.- face up to the malterable ‘facts of their own life. and

. organfze themsclves td meet the:Lr owii. prablens and ‘, R s

.""regaiﬁ the:.r 1ndependence bv thelr (,Ow,l eff‘orts. S

) A.'bet’om uersnectlve of the oroblems of the presen'b

: Esitua’tion con be achiéyed if. they \are ﬁroper]y related ‘bo o
- "what the copditwns angh’o h'mvc heen” withdut “the - benei_‘i'b
" of UsSy aid or might becone when thls aid has ‘bo be :
’ ..reduceﬁ or: w:L'bhdrawn. RS R

It wil] rsqulre the acclve and cont:.nuous support.
) ;oa‘.‘ every Andi-ri dual in meetﬂ ngiits. national pr\)blems
D “'fbr this c,ountr;'y o regain an 1ndependent statug in’ -
world affairs, : U.8. a:Ld only can serve as. & ;timule.nt .
to'the e £forts jof the’ Japane.;e peorlo to find ‘bha wey. to -
e develon a selif supportinn -economy &g e resul'b of their g
bl bcrs. el - more = . i
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IMMEDTATE- REIEASE - (the ‘government financial)~ oo
position and intentions are sh
of the window is cleared,. -

own ‘and in this iy .pa.‘rt -

' This, fiscal 'y‘eaxv"é ‘bt.rdg_e"b is int
i alance of all government accounts.
R Y SR practice of encouraging and, permitting

ended to accomplish °

-It discards the -

] the people to

lieve the situation is different than it ig by em-
lasizing merely the result given in-the general ' . -.

.. agcounts of -the government which ig: only part of the . e
story of What the government ig doing with public funds,
‘The Japanese ‘government budget  systen ig inadequate;
SRR _both in its mechanism “and tha time elements allowed for

- Preparing a Budget., - It has been completely ineffective
T - &as-an instrument of administrative .control, It i3 nei- -
: ther clear nor understandable, It Has not shown ‘all of
-7~ . the current government obligation, The record of the
.‘"'_, past ehows that it has. hag little meaning, . It has been
a, record of. ‘budget delays, provisional budgets, su- -
Pplemeritary budgets’ andsug deficitg, - : o '

- The 198 Deficit Record

o ;. In 10 fonths of the lagt fiScal year ‘the govern=.
3L {. | mémt debt increased 178 billion, A% the end 6f the fis-
';"(j (rjg .. _cal year the government had an unfurided deficit of .
B A R alout 48 billion, . A large ‘part of this increase in -
B ¢ bt was -nothing moré than a furded deficit, Any : cotiiw’
L o bination ‘or ‘ad justments of ‘these: figures indicates an
N iy deficit of more than 150 billion for figoal :
'  year 1948, - - : ’ e A
"?ie,'. : © " The Overall Budget . . . .
e iy - The -total figures of the Vconsélida.’tqd,budggst will
: ‘appear large for several reasons," First, because -1t S
K - 1s:4 consolidated -budget, ~Second, ., because it isona. "
"~ higher indlatien level than existed a year ago, Third, -
" bé¥aiize there are so many elements'appearing in the
: buiiget for the first time, whieh had previously been ,
B - . obBecured-in othei accounts. TFourth, beecause the bedget o
AR © . coliputation’ includes ‘many inter-account transfers, viz.,
.. aiiBunts ‘appearing ‘on .the disbursement side of one . '
s ad¥ount and’ the revenie gide of -another, "~ .- :

o

= more =
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IMMEDIATE REIEASE 154-4049 (two—thlrds .)

The Governmant Revenues
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"7. IMMEDIATE RFIEASE’ 15 4.49 (before )

Empha51s ‘todate has beeﬁ on a mﬂ”lmum of -
governm nt. experdithrad instead of cn.a mininur
Underitheése cond itions- tua“- sah’ be

sult .than an 1ncredaed ‘b

Lt

SNy, _other e~

Lf‘JGI‘w, -

= In insis 1ng on fhe
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IMMEDIAQE RuLEASE 15 4.49 (publlc.)

R Qua lﬁﬂ Qf ths Mtil&a" .htas been builg mzom o
e mmaidias. These hbve besu hisGem in $3ig mansav e
o0 o 3lous. of the foraign trads veacuht axd have hog. .
‘ /"‘) ‘boen olearly shown En the buised, Mumny ‘%hay ﬁﬁa :
e - vernme nt -grants to partioular probue 2y ,
LT e,onaumelﬁg Erom £46 governnmt :sa*z IBAR 6288 co.l- =
é ot.d from'all of the psoplis aid from fhe proceads'.
bl the U.S. aigd furnlshe':. ‘&r&%na' New thase actions . .
wivl ‘be mede’ clear ang grants  of ‘tax-Wnnsy 60 re=

dice -prives of epeual goods or pI‘OQU.JuS to consumars
Y111 7be. ‘seens - ,

Subsidies are expoqeri in the- bvqoet soas . -

NS e} olearly plase the Tes: w‘a't""/fz? ity for their use

" In tha. FHDANSSE: governmani ant-tc sus. e tult .aps-
c L pPopriats dotion will be 44%en to T sduan and: finel-
. o ly elimirnaté them” . Thiy wapraasnt o large ‘amount, .

S ggen for tle first tima,- ou, thatsnount is actual=. " .-
o TY ‘much Tsss than it: wodld have basn hid the pragtide -
| - of last year been an ax te.uaed 46 she wsge..and price
- 1evels of this year, "Ths amount doga s'uafdy a. e
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TR elminated. o : i R
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-18 abnormal and undesirable,s, It oreatqcs f*ot:lua- o
5 O _and\unnatural -prige relat:.onships Alst 1% 18 more” )
() 48stly then the mere figures indicate. The ameunt
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%3 Subsidies are .distiribut ad. Ffor ths® nunaflt and "'ti:'j :
oﬁaotloﬁu of: apaclal grouys oI peop.Le.
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oo The Gounterpam T«‘und

T.lo Counterpa.ct Tand sets p; 111’Atne bud et f.'or tne

:f.‘J_ st tine the esti; ‘ated ‘awount of 5. aid whxcq may .
“be received duriag the coming fiscal’ ear, . The use of -
this fund will be undér . the- ¢ontrol of SCAP, It is -8
" poverful. ‘Tiscal instrument fop helpihg meet the - | -
“future . trends of the econctyy, Itg use will be cJoseiy
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November 16, 1950

T0 : Mr., Joseph li. Dodge
Financial Adviser to. SCAP

SUBJ: Requests on Future Plans of ﬁodgé Line
1 hereby pay my hearty respects to you who: have

‘eame - to Japan again in order to review the counter-.
measures to be taken for the future of Japanese' ‘e¢ornomy

which 18 affected by ‘the change of knternatlonal situd- -«
. tion after the outbreak of Korean War. "1 quite agree to -
" the fundamental idea you have expressed recently in your . -

statement on the economy of our country. However, from
the standpoint of Osaka, an important céntre of Japanese.
economy, I would entreat you. to give special considera-
tion to the following requests which I hope you ‘would
materialize in accordance with the real state of the
industrial economy of this district.

1. Approval of inereased issue of necessary
currency amount is h0ped.

_ You are stressing anéw .that the disinflation policy ,
-should be strictly followed without surrendering to the

inflational trend now prevailing in different parts of

. the world. However, speaking of the effect of the rise
“in intermational prices, Japanese prices are being

affected automatically by fhe high price of dollar eco-
nomic zones, because of the yen—d 1lar rate being fixed.
The reduction of cost by rationalization- is possible to
some extent in’ Japan, but the facet that our ; T -

" of raw materials and foods depend on forelgn .
‘would make it very difficult to eover the reduced cost i

if the rise in international prides turns
It is impossible to control foreibly the ef

- national high price by means of eurrency po

bition/ f inereased issue of currency). Moreoﬁér.
g special demand due to Korean Nar a

price; the .

‘movement Of" conomy is: increasing.v 1 therefore ho“e f

your approv? of the- increased 1ssue of currency
meet such: inc ease., " . .

ion of profits from




i It is my strong belief, just like yours expressed

o : in the statement, that the profits obtained from the

A special demand due to the Korean War and the exporta-

i ' tion: turning favorably should not be wasted, but should

j be reserved to be used for the extention of normal trade

g as. well as to improve the capitals and equipments of

! emergency, especlally for the purpose of increasing the:
efficiency of our industry and expanding (rationaliza-
tion) the output, etc. However, under the present tax
collecticn system which is too striet, I am af¥aid that
these profits, instead of being deposited in normal
banking organs to be accumulated as capital, will be

: invested for unsound gpeculations or spent to;no purpose
N in order to evade a tax. HgPein lies the great difference
| between the economy of your country and ours. 1t is |
’ ‘ therefore specially requested that you would examine in .

; . detail the true state of actual Japanese economy, so that i
b ! your consideration be given to such means of capital

v accumulation subject to no taxation as the unregistered
depositi system or ‘discounted bonds of Llndustrial Bank etec.

3. ZEBxtensive appropriation of counterpart fund to
rationalization is hoped.

Thr raticonalization of Japanese industry whieh is
far below the world level is an important subject for '
the reconstruction of postwar economy, considering the _
necessity of self-supporting our country by méans of ‘
normal export under the compentition of world market.
. But the firdamental solution of' the problem can not be
{7 expected only by depending on the funds obtained from
o special demand or trade profits. Under the present : !
. condition of this country where the securities maket '
L is s§t%1ll undeveloped, not only the raisé of long-term
I fund is not an easy task, but also edch induistry is
N very poor in its own fund due to the greatdevastation
of 1ts productive equipments after the war. Adding to
this, even the repair of existing equipments is quite :
diffieult to be made within the present unreasonable '
: redemption term of fixed assets, and considering the
; amount of sinking fund loaned by ‘each -industry being
several times greater than that of’ it
improvement- of equipment is.absolutel
There is . no other counter-measutre-
such situation than the app
fund or that of Deposit B
tion that your special -¢on € ; de 80
advance these funds with importance attached to the-
exporting industries and other industries forming the '
common basis of pf%ﬂuétivefaétIViEy S T

- cqnt'd -
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S Especially for Osaka distrlct which is the centre '3'“‘ ' 3\
ot exporting industries,‘luch projects as the develop~- : )
_ment of eleectric resources for assuring a cheap and . .
-aﬁundant supply of eleotricity, restoration of the elec-
tria transmission and distribution lines being left to-
-Lﬂevastation, reinforcement .of marine. transportation
“(shipbuilding). and improvement f-equipment ‘of medium
! aized and smaller industrial_stss or exportation, ete.
}- ! ‘ are subjects of extreme:u: ney. as a part of our gene--
Ve ‘ ral ‘industrial rationalizat onl.. o :

N ‘4. The ways are desired ‘to. lconsidered to aeoure
IR . the import of raw materials nee )
p ST as well as to break down the' b

trade with Chlna.

The exporting has: be
< © - 'these days but on the co

; DE 0L
o : geographioal and: eoonomie situation.

{{% Thé-data attéohed’torafe as Tollows.

o) Realmcasefof short supply of fund for -
demand of fund xp anatory material of” No 1 statement)

dop031t and savings of- banking
eg stered deposit (explanatory material

‘amount’ of discounted lndustrual
recent selling explan_k
ement)

B S A
[0]
2]

tate of raising of oapital in TN
.our country (explanatory material o
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Present state of accumulation of cap”:al

-’Of indi dual enterprise under the prvsent tax ‘gysitem
(shows with.

actual eage) -- explanatory materialibf

No.B ‘statement,

(6)

}compenies (s

material of

(7)

trade with €

Present state of loan of: foreign trade:
hows with actual case) - explanatory
No.3 statement

Acbual 51tuation of: obstacles to: smooth :
hina (explanatory material of mo 4 statement;

Bunzo Akama
Governor of Osaka Prefecture

e g

5’l’x£# %
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B

TRADE FINANCE SITUATION OF JAPAN

(Unit: ¥1,000,000)

Percentage of

Amount of - . Amount of dependence of
o Kind new lean:of stamped trade all banks on
Year ' trade bills . bills of | ..Nippon Bank
& of all banks Nippon Bank “for*New loan .of i

month (&) " (B) _ &rade bills (B/&i

 Jan. 1950 @ 13,152 ' 10,809 - 8s. 19;
-7 Feb. 17,74 © 15,515 | 87§59 |
 Mar. 19,706 17,637 89,50,
Apr. " 20,742 . 19,813 95.52
May " 24,097 22,429 95.08
Jun " : 25,754 23,026 "90.11 -
Jul. ® 26,780 22,896 85.5C
Z
EN
T
i

s R K 4HE
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‘Relation between deposits end savings of banking organ~‘
: “with unregistered time deposit. ‘ i -

'QN‘FIXED DEPQSIT AND UNREGISTERED TIME DEPOSIT

IN BANKS IN OSAKA

l'OOO

I c :
T o Unregistered fixed
Fixed deposit. .. - - , deposit L
Amount‘v' Index . Amount . Index
15,450,200 . 100 10 378, 491‘ 100
17,253,769 111 11,607,071 - - 1A
18,382,595 Lo 119 12,403,068, . - 120
20,446, 582 . 132 14,292,128 7 138
21,780,577 o 139 15,398,020 o148
25, 485 604. . - 162 17,879, zez .. 172
25,469, 239 _ 165 - 16 830,935 . - 162
26,574,577 - 172 . 15,908,362 . 1B4
27,741,616 179 14,820,501 138
. 28,025,212 . 181 13,079,848 125
.-28,672,805 , 185 11,892,647 114
...29,751,880 - o198 . 8,867,803 . 85.6
30,566,251 97 6,336,217 . - 61.0
BR,622,711 ©glo- - 5,118,566 ‘ 494

5_32 680,545 .. 20 »55588{549 S B4.8

Note:

e

The percentage of the rise of unregistered dep031t up to
Dec. 1949 was highéer than that of the rise of all: fixed .
deposits, the rise of the latter is partly attributable to.
that of the former. However, perhaps" ‘due to the abolition
of the: unregistered fixed deposit the rise of the latter is
getting slow after January this year.,

'leed depOSit - Total of depoelts of banks belonging to Osaka

Bank Union

Fixed unregistered deposit. Total of an unregistered fixed

deposits of ‘banks in Osg

l RE’ 0010 \
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% totel of Export & import

. ;;,,

' eriod o - Jen, _
Scale : : ’
of compan ST Less 60 =70 = B0 =

capitalx YR ;ga%» 69 % 89 % 99 % 100 %

1

-Less than 10 mil. yen - e s 1
10 mi11-5C mill, ‘yen ' - - -
1 Over B0~ mills yen o - - - -

'
‘e

-"Less" - , '
thanv hﬁan 669 % 89 % 99 % 100 %

) ”50 % /

¥

1

1
HEE
~3 O

| ey
TS 90 = Toms TS e
,%99%1007 h‘ﬁ%ﬁQ% 89% 99% 100%. :

RTTY
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1ssua of a: jaount.
b .1ion ‘Yor montlk, ‘and
at’ the"Féme- 'cin?e ag t
s are unknown,“the sel
il1lion pex: month. ]
discountad Industria :
‘igsmell compaired with tl
) of: unregistered deposit fr Lion ity
in"~1:he exist ence of unregistered. deposit last ye
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¥4 oapital through the payment of
- ies market it is- thg; resupposed

: stocks/pr‘sented in- secn
4 that.the stock
ce over @ standdrd. , - th!
holders do- not: éubscribe Por the. payment unless 4t -
price 4ncludfng the premium over gome extents
.yelue prerequisite to the ‘above 't

accordence_ with the percentagevof
of»oapital ~dtrds the view of co
e maintained f;pm ¥75

re higber;the
"(11’ ifg Vi_s_ Y75,

the percentage ofrp 7
d,;f it is ¥ ¥100, the"

published: -
price .(:

fwﬂFinance
- ' . Electricity, gas
Mo - il Treffio

Ketal, reflning
L Kdnding &
~Pood .
. Qersmics
- Commerce:
“‘Performence,.
ineering &

e -
o % %
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The kinds of enterprise incapable of the incresase

11 eare only five kinds of traffio, textlls, foed,
and performencej oivil engineering, & construc-

géven kinds ofjfinance, electricity & gas,

‘mechine, metall& refining, mining, end

re.out of proper goodse loreover, it is heavy

nd chemical industry thet deed most the raiging

T - cound It 1s worthy of our notice

ded-in¥tha lattier and the price is

% recent peyment of mainfoompénigsékgreater
“occupdad byﬁtheVstpoks-preSented'to the Stook

is as"f6llows, and ts very low~toned)

No. of company . Amounts

it
b

| . Unit: ¥10,000

~18 276,960

=25 252,220
20 91,600 -

18
w37
38
:26

¥23

“”5].

| ]
¥
)
1
1]
[ ]
| 4
[ 3
3
]
r
1
]
¥
]
¥
1
&
]
|}
]
)
3
v

4¢ The state of raiging of funds by mesgns. of debenture

g : ig lowntoned recently, and the difficulty for absorption is
e remarkable. o .

i

é! .. The iséuéwambun,. f detenture is as followsi

1950 Lo - v
e Teg. 5 (kinds)  5,7L0 (Unit: ¥1,000,000)
e be i -

‘ 3,205
Kar, & 3,300
o APT, ‘ » 2 & 4,300
o liey 22 3,300
Co June: 11- 1,570

gay Fe 4,264
Aug, 23 3,310

4 s (4,685<., .Those decided

o SR 5 S “reel issue
0gt, - ' (7,500, Bstimate ke
0% v - (5,0%5... Those deodged

Bov. i e (11,900, . Amount” de
OVe  m i { 4:990..‘Thdse¢
: real i

- R AT e e e e e e e e e e e

= oont’d: =
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As the above, the big reduction was: obliged from’ the .
estimate of issue or amounts desired since September, and
this’ percentage of reduction tends to - increase month by
month , .

5. The cause of diffioulty for absorption is ‘con-
’v~sidered as follows .

T (1) The decrease of national loan held: by bank—
ing tacilities thet should be the object ‘of so-called
~ “6peration; Namely the decrease “of operatlon descriptions

o {2) The’ decrease of operating»funds of banking
“ffacilities. B =

(3) Oppression of the financial loan, The issue
of finaneial  loan ds contlnued in almost the same amount as
debenture every'vonth

’ of course it is ‘note worthy that debenture is held

_ almost by the: banking facilities circle. and the ‘habvit to
invest in debenture is not cultivated for: general individual
invéstors in our country.

9]*3\31%‘ (3
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mmﬁwwmbw»a.kg‘ym M gpd
System '

(Citing instance)--The gctual oase of a
machinery manufacturing
‘.company in this prefecture

1. In case that the fixed property tax and the added value
tax. according to the Shoup recommendations are taken into
gecgount, the company will not be able to allot a shere with the
nt profit (case B ) as shown in the following instance of"

) culation. In case that the company -got barely a profit of

«67 per cent (case A )} it can allot a share of 10 per ‘eent Tor the:
‘fio .tmme and the acoumulation of oapital is made barely

ble for 27 per cent ‘of the profit.

The instanoe of calculation (acoording to the written
“petition of the Kinki Kikai Kogyo Kbndankail 'The Kinki Area
Mechinery Industry Consultation Conferenoe' ‘held on Feb, 18 1950)

a, Capital: .- v ¥ 150,000,000~
b, 4“nnual sum of sales: ¥-1,000, ooo 000,=
c¢.  Apportionment by shares: - 10. % par year
d. Redemption assets: '
(1) Book value: ¥ 128,061,000,
(11) Revalued value: ¥ 527, 618 000~

before r v;l‘si~on) (revision A) (revision B)

‘ ’ Tnidt : ¥1,000
(a) Redeémption & ‘

devaluation fund 5, 00 24,597 25,597
b) Enterprise tax Z 18,000 13,000
c) Transaction tax 120 .0 0
(d) Real property tax 3,160 30,533, 30,533
(e‘} Juridical person* 12,600 9,450 0 o
(£) Reserve fumd *tax 1,800 1,350 0. T .
Eg) Share dividend _ 15,000 15,000 , S R
h) Amount c¢arried : o

forward 6,600 . 1.‘2‘001_ 15,130
_ - 58,000,




= " (n) Profit prior %o o IR
- rédemption | 58,000 - 100,130 58,000 '

(1)

(2)

(3)

3. As for the present state of monetary circulation, it

.- seems that the monetary

., ' the change of disinflal: , inancial

e In“splte of their calling so called "over-loan", every enter-
prise compeny is now being embarrassed by the lack of fund,

has been blessed:
limit. of “equippi

they are fesli

brofit with before revision' the emount
%o be carried forward will become red.

4. They are now contiguing operation: of business with the
shore-term loan of three times or four times amount e&s much as
the present capital and have no means : ] ‘ o
funds necessary for remodelling and renewing of their equipments, .

5. Althoughﬁthefspipning‘méﬁhinery manufacturing industry .
th ‘the good opportunity of ab :
ing with spinning mechinéry and i
comparatively warmly in point of ralsing” funds, ‘ti
smallér‘suboontraqting;ﬁacthies”are asking their: r _
for their suppp;tgof,théip funds and it is the ‘real ‘state that
: ng.difficulty in gettiig the immedlate loan from
organs of monetary circulation, : ’

(Remarks:) :
1)  Those figures before-revision show those

investigated as of Feb, 1950,

The revision A shows how much profit is
needed 1f disposition of 10 4 of the
profit (apportionment) is planned. :
Shows that in case of the seme amount of

.tightness has reached its limit due to
ion policy into Pinancial deflation policy.

of raising ‘the long~term

shing the =
ing treated
ledlum and
nt factories

F ;'. »! ﬁ""
7P R S BE
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ST

“ves HOUUELT SVETETOT TI6ANE T of Tfor 61gh tradé comparies, o

(1llﬁstfations) «es..Real cases in Osaka.Prefecture

‘A Number of commercial companieé\inVestigated veaddl

Monthly amount -of loan ™

e

MBre then 1-billidn yen......

R €3 7
500 million # 1 billion yen............(b) 7
200 = 500 million yeN.....euei'eusvaas..fC) 7
100 - 200 milTion Jeh viesereesrvwnnn..(d) 13

B The monthly emounr mentioned above shows, with & few
exceptions,vth@,riguresldﬁ‘an'everage Quring the latter

- Bhlf of 1949, not including the amount of money of import
business executed as a ‘government's agent, S

C The figures of the company's own capital, debts, bank
loans, and the number of emplowees are all $hosé.of the
latter half of 1949, e - : ‘

D How many times does the compeny's own capital go :
into the debts (loans, account of oredit purchasem bills
money. recelved in trust, and money -received. provisionally)?
eoe+050,2 times, The more the amount of trade, the lerger
the magnification, C

(a) 32,63 fimés on axd ‘average
(o) 25,48 "
(d) 17,62 » "
E How many times does the company's own capital go into
the bank loans (short-dated bills and commercisl bills)?
veesel3,6 times, The relation between the magnification
and the amount of trade is the same as above.,
(a) 14,25 times '
(b) 16,31
(e) 12,78 -
(@) 8356 "

F How many per demt do the bank loans hold in the whole .-

The lesser the amount of trade; the 1a5ger the degree o?f"‘
depending:on bank, o L ‘

= cont'd ~-




B it ]

f45%
. ‘.t“:50%
(@) “48%

G The rate of bank deposits sgainst the bemk lodmss, i
namely deposit effect, eei.es 24% . . e ;
The lesser the amount of tradem the larger the deposlt
effect. - '
(a): 20%
o (p)
(e) -
(4

H The ampunt of bank lgens per employee. ....1,430,000 yen.

The morefyhe.gmount of trade,. the more the loan per caplta,

(&)~
{¢) 71,280,000 "
(a) - 880,000 " [

I Ther te.of -bank loans agéinst‘thé monthly .emount of

. 137% R -
nees according'as the emount of- trade are

(a) 138% : . ; aos

(b)  137% - S - S & :

() ;i55% ”

(a) Lse%

' , _markedly in N

the latteér half of 1949 in-éach. company. “Therefore there

is discorﬂamcegasféOmparédwwiﬁhvthe'figuregegrfthe»first‘1:. A J
ha1f=offthevsame,yeaf;“*In,eonsideration‘of;the!above; N 4

The'monthly ‘amount of trade inoreased

the nearest: figure to the real state will not exceed 100%. E
as an averaged rate, less by 30% than the above figures. i

e -
o % %
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ation of Obstacles to-Sioosh Traarng

s R

o .-For your reference, we degcribe hereunder the sctual
situation of present various obstacles to smooth trading
with"'China which was viewed by.a certain person who hsad -
been in China for over forty years engaging ‘in Sino-
Japanese trade before the war, and presently in Ogaka
following in the trade .with Communist-China.

1. There are at present a good many inquiries
from the firms in the. Communist district
China deasiring to export not to mention such
as salt, coal ete, those foodstuffs and raw
materials badly needed in our country as-
- soya beans, cotton seeds, sesame seeds,
- . rape seeds, cowhide, ramie, jute, orude
Ll wool and plg bristle (inguiries coming mainly
' L from Tien Tein), and expansion of trade is
- ~. .. Vvery prospeetive. But the first bottleneck
L . to the promotian of the trade is that the
' : system of bill settlement by means o7 Egerow
L/C is being adopted. Although they desire
to purchase Japanese goods and import them
with the fund deposited in the Japanese side
~ under the Eserow L/C, they are mable to obtain
" the goods they desire owing to a1 striet export
restriction on our side, and as a result busi-
ness transactions apt t6 become one side trade.
The Communist-China is employing open account
system in the case of import, and therefore
. if Japan also employs, this open aeccount system
O ; as far as trade with Communist-China is con-
s cerned, 1t would bé a great help for the pro-
motion of trade with them.

i . © 2, As at present the system of bill settlement
e by Escrow L/C is being employed, the other
. . foreign nationals staying in Japan are re-
selling the Escrow L/C and in a better ,
position than Japanese in trading with Com-
munist-China. 4And the present trade with
them is carried out in sueh an inconvenient

and disadvantageous way as utilizing the

open account for settlement. of billa thru

Hongkong or Shanghail. In thisg caze ‘the

; . ‘ - cont'd -
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R

- ' bil1 handling charg e and the middleman~ P
. : will require 30-40%, and consequently this
8 - o mekes the impori cost higher proportionately.

TR e TITRRTY
ey

©: 3, The Communist China is desiring to deliver goods
: on f. 0. b. terms, but as at present we can
only accept on c.i.f. terms, and therefore, we
are forced to use comparatlvely ‘high foreign
ships for transportation, and this also makes
the import cost .very high.

LN B R e ol D

e -
o % %
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.‘”-ﬁbveﬁﬁérf 7. 1950,

‘T0 : Minister Joseph M. Dodge, SCAP Financial advisor

SUBJ: 'Request for Utilization of the Deposit Burean
Fund and the Counterpart Fund as Fund for Jane
Typhoon Disaster Restoration.

Allow us hereby to express our hearty welcome to
you on the occasion of your third visit to Japan :with
our renewed sense of gratitude for the hard efforts and
kind assistance you have made for effecting the stabili-
zation and independence of the postwar economy of this
country.

4As you know, the whole Kinki distriet was badly
hit by Jane typhoon on the 3rd of last Septiember that
ls said the severest of its kind experienced lg‘more
than ten years of late and the damage suffered by
various industrial facilities, materials, commodities as
well as private residences and publie installations
showed an amazing figure and its effect upon the ‘in-
dustrial production circulation of this distriet was
also immeasurable.

Needless to say, this distriet is a center of
industry, commerce and foreign trade of Japan, dealing
in textiles, steel, machines, chemicals, shipbuilding,
ete. among other many essential items. Therefore, if
we want to establish a self-suffieient economy in Japan
maaéhguldynotEpeglébtstpeinesofatidn,oﬂetheadmswrmeting
even a day. From this point of view, we are now making
strenuous efforts not only %o restore the publiec in-
stallations but also to study how to prevent a happen-
ing of such disaster in the future, while, as for the
industrial damages, we are planning to take tliis oppor-
tunity to. realize the rationalization of industry to- - ,
gether with its restoration. A ‘ ’ R

- econt'd -

"y




* eapital 1s extremely ‘small it is very diffieult:
It ls true that th

’ However, in present Japan wh

finance the restoration fund.

On the other hand the flnanc'ng a
a condltion of overloen and:have :

provided by your eountry can be-'o
lized for the rationalization of ‘indu
{tg restoration from the damages due” E
typhoon, it will be sure-to contribu eg; ]
toward the: economic rehabilitation of Japan.

e hereby sincerely solicit your kind eonsideretionf 
and good offices for the utilization ot the- above funds.;'

Bunzo Akama

Governor 0f Osaka: Prefecturef.:v o

“Hiroo Kondo

MayoT of" Osaka City k

e -
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