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COI'TON TEXTILES

RS

The ecotton epinnine industry, in the opinion of
writers in Jepanese economic magazines, hes agsumed .
primery importance in the netion's export trade and is '
playing e significent role 1in improving Japan's
international trade cccount, Both optimism and pessi-
miem chzrecterize comments on the future of the indus- 5
try, success of which ic believed to depend first on g
decisions of the Allied Powers regarding- the irdustri- 5

o1 level permitted Japan end the amount of imports of

rew meterials, end second on the Japenese Government'e

policies on official prices, the rate of exchange, and
the decentralization of enterpriees.

Some concern is exprecsged resarding the availa-

bility of esufficient raw cotton stocks to meintein 3
production on 2 full-scale basis, Focal _point of 3
optimism, however, 18 the proposed revolving credit B
& fund, and textile enterprigerg are ecgerly swaiting A
the arrival of raw cotton which may be purchased Y

through these credits. 8 -

._________——-——-—-————-_"‘

Analysis and Research Division
Media Analysis Branch
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JAPAN'S TEXTILE INDUSTRY

The Volume of Production

Textile procduction and export sspects of the year 1947 are reviewed
in the MONTHLY CIRCULAR cf the Mitsubishi Economic Regearch Institute, E:
Accordinz to the reviesed 1947 plen, "production wee estimeted et 533,583,000 g
1bs, (in terme of yern), of which 330,927,000 lbe, were destined for ¥
F exports, However, actucl output of yerns -- excluding menile rope, waste -
: spinninz yern, spun silk yarn rnd £ilk noile, but includine rew sgilk -- ) ¥
emounted to 355,502,000 lbs., of which only 150,108.000 lbs. were exported. ‘

"The unfavoraeble export trade in textile zoocs wes due to various
fectors includine the ecbsence of conversion rates for doller and sterl-
inos currencies in Asiz, ¢nd the hish price and inferior quality of textile
anooce exported to dollar crece ™

Stocke of cotton febrics for export ct the beginning of 1948" totalled
300 million squere yerds. The Jepan Cotton Spinners! Associetion adopted
the followinz mecsures for promotion of export trade: 1) incressing the
variety of soods to meet customers' requiremente, 2) utilizetion of stocks
to menuficture goods suiteble for export, 3) cmploying the barter evsten
for exyorte to non-dollar arecs escinet imports of row cotton, foodstuffs,
cnd other rew meteriale, L) changin? the mixineg rate of raw cotton anc
the count of varn to increase the veriety of orocducts, eénd 5) excmining
more cstrictly the zoods destincd for export."

Commentine on the Jenuery 1948 visit to Japen of the American Cotton
Monufzcturers! Associetion Misgion, this writer cnumerates rccommend:ctions
mcde to SCAP 2t thot time, "These recommendetions included 1) the cs- p a
teblishment of = $150,000,000 revolving fund for the import of rcw metericls, S,
2) the grantine of pirmission to Jzpan to negoticte with Oricntel countrics ¥ .
on 2 barter besie or -- if orientcl merkete connot supply the requisite
goods -=- the suthorizstion of limited ssle to the United States in the
emovnt needed te cover the coste of raw cotton, and 3) the domestic sele
of helf of the 300 million yorde of cotton toxtile 7oods stock on hend,

Werious fectors recently hove enpecred vhich effect export trade _
favorebly, Amon» these gre 1) the estcblishment of ¢ trade egreement 3 -
between Jepan end Australis, 2) on expected berter eercement between Indic '
ond Japen, 3) 2 recuction of 30 percent in raw eilk prices, £nd .) the lowers- v
inz of the import tariff on silk fcbrice in the United States," |

ngostic Cbnsumgtion

LComegtic consumption in the fiscel yeur 1947 "weos cetimeted at
220,000,000 lbs. includinz 180,000,000 lbe, from plenned procuction cnd
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COTTON ITiXill

40,000,000 1lbs, carried over from past stocke, Of this totel, 142,035,000 _.
.] 1bs, were mede cvaileble for clothine cnd the remainrder for industrial uses. 1

) "The Ministry of Commerce ond Industry cnnounced on 16 February the _'-
3 third end fincl allocetion of domestic clothing in fiecal 1947. The volume 1
of textile goods to be allotted for general use Ag very low due primerily :

to the electric power shortege, finencicl cdifficulties, the witholding

of raw meterials in expectation of officizl prices increcses, ete, For
these reasons, menuftcturers! stocks have increcsed, .cnd actual shipments
up to the end of laet yeer were only 10 percent of the scheduled figure,

The Ministry of Commerce and Industry cdecided therefore to control pro-
{, ~ duction through designuation of some fuctories end the closing of others,

"Also, the prohibition of dyeing tcxtiles for domestic use hee severe=-
ly affectéed medium end small scele industries. Although several exocptions
have been mede under SCAP suthorization, serious problems still remein
uns Olved o" . 1_ |

~e " Cotton S niaq

Operating efficiency in cotton spinning is on the increase, cccorc-
ing to a TOYQ KEIZAI SHIMPO steff article, In acdition to this favorable
turn of events, "the rclexation of dollar restrictions on cotton piece

goods exparte, which ceme into effect on 22 April 1948, has done much to

sccelerate the recovery of the industry, Hitherto, it hed been stipulated

thet unless raw cotton purchcse poyments were settled fully, cotton piece

goods exporte could be effected only for payment in dollere, Thie a7 A
deterred cotton textile exports, because Japants principel piece goods |
merkote lie in the Southeagt Asiz sterling area,

"Under present concditions, it is possible to rececive poyments either
in dollars, non-dollcr currencies, goods, or combinstions of the three, 1
As ¢ result, increcsed exports to southern arens are anticiprted, and '
it appeare that negotictions for & trensection invelving 135 million |
square yerds of cotton cloth for the Netherlands Lost Indies are already
under wWey." '

Coneiderable asctivity, then, may be expected from Jepan's gpinning
industry, This writer points out, however, thet "insofar ese imported row
cotton is 2t present government property, which ies slloccted to menufacturers
on & commission beeis for febrication, no rise in menufacturer's profits
can be expected unlege procegsgine con be mede to pay. Currently, the 3

«  coste of febricction ere officially estimated &t ¥3,590 per bale of yern, %

- "‘"': "“" - \

1 Thie figure wes computed on.the basis of the former ¥1,800 stancerd wege, 2
\ so todey actuel costs of febricntion cre far in excess of officially eceti- |

mated costs, causing leading firms to petition for losne to cover cperationel
deficite, It ig expceted therefore that official febrication cogt estimetes
will be revieged in the neer future, |
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"Another problem of immedicte concern to the cotton industry is thet

.'} of 'deconcentration,! Up to now mnjor firme have been expeeting not only
the enforced discesociction of unrelated enterprises, but ¢ certain smount

of eplitting into smeller unite of lerge related firms, As required under

the ?deconcentration' policy, €11 major firme have gubmitted reorgsnizetion
plens which involve only the removel of unrelated or extreneous activities, :
If thie form of readjustment is suthorized, major spinning firms will be :

cble to continue multi-phzsed operations in the textile field, thus maintain-
ing their lead not only emong the textile msnufacturers, but 1n Jcpan &
industrial organization s a whole," )
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COTTON EXPORT - - s b

Recognition of the importance of cotton exporte is universal, The
Hypothec Brnk of Japen in ite RESEARCH MONTHLY, rev:lewe concditions ettend-

inz production snd discusees export problems, “J pen's export of cotton
qoods mede Tapicd strides during the firgt Worlc Wor, snd hes progressed

~z cteadily since that time, Becnuse of yen cdepreciotion (resulting from the

second ban on gold exports in 1931) and low procuction coste, Jopen's cotton
£ menufacturers domineted the world market, recchine ¢ peak in 1937 when °

29,479,000 lbe, of cotton yarn and*2,996,000,000 lbe. of cotton piece zoode
were exported, . |

" n "

"This remerkeble expansion, however, wee stigmetized ug flooding of
merkets or 'dumping! end Japenese cotton goods lcat their world markets by
the erection of guch trade barriers cs high curtoms cuties, import restrictions,
enc import license systems, After the outbresk of the lest war, Japen
exported cotton gooce only to yen bloc countries,

"Rehebilitation of the Jepenese cotton industry after the war commenced
with the arrival of the first shipment of cotton from th: Unitec Stztes on
5 June 1946,  In contreest to the incetivity of raw silk exports, cotton
gooce have pleyed ¢ very importent role in Japrnege postwer export trace,
comprisine epproximetely 40 percent of thec totcl export volume curing the
firet six months of 1947. Out of the officially. planned procuction for 1948
of 769,790,000 lbg, of yern anc 480,000,000 lbe, of piece zoode, 381,031,000

lbs, of thc former enc 288,000,000 Ibs of the latter are expected to be -
exported " .

In prewar times "Japunk main cotton export markets were China, Maleaya, !
the Near Eest, Africn, end South Emerica, These cotton merkets probably
will be chan?eé Chine now hce 1,750,000 Government-owned gpindlesg and
2,710,000 privately-owned spindles; Indie hag 10,000,000 gpincdles with .
ample resources of row cotton; cnd South Americen countrics are anxious
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to expencd their cotton incustry. It ig evicent, thérefore, ’that the
Jepanese cotton trace ie freced with 2 situntion considersbly cifferent '
from thet of prewer days and cennot expect to cdominate the worlc merket B

ce before, "0 | ~ &

k]

"ihile mein markets for postewer Jopen ere sterling.bloc countries,
exporte to dollar bloc arece must be incresged to require funce for raw 1
cotton importe, If thie coes not materialize, import of Indizsn cotton
et be increased to bglence trade sccounts with eterling areas,” s

' Incugtrinl Rehcbilitetion

: The economic rehebilitation of Japan “has been strengthened grectly
by increcsed U.S. €ic, which hag brousht the cotton industry to the fore ,"
cecordine to & DAIAMONDO steff crticle,

"The immedicte aim of the much-heraldec introcuction of foreizn - =
| copitel ie to resurrect the Japeneese cotton industry. It is certein that -
~e recovery of Japen's cconomy begins with rehabilitetion of her export trace,
which in turn depends on e revived cotton industry."

How and on whot basis will this reconstruction teke place? "It is
too optimistic," thie writer bellevce, "o expected that Japents cotton
export trede will attaln prewar levels, Success of this induetry in .
the pest wes cue to three factorss: 1) exclusive control of Oriental
colonial merkete becouse of militery power, 2) flooding of mcrkete, and
3) cheep labor, '

"Japen's prewer cotton industry monopolized markets in Korea,
Mcnchurie, ané Formosa by military meons sné mece substanticl gaing in
Chine, Indiz, cnd the Netherlends Best Indies, 4ll pest advantages hove
been lost following the cefect, "Dumping" violates the spirit of the
Intcrnetionel Trecde Cherter, cnd woulc mect sharp objections from Britein,
China, and Indle, Finally, it ie unlikely that cheep lebor cen pe ‘made
avcileble without severe cconomic hardehips, '

"Exporte, however, must be low in cost. To cut down production
costs in spite of high wages, the cotton incustry must uncergo & i' ,_
thorough reorgenization, To this end, the: most advanced techniques must g
be introcucecd from oversens to rehebilitete thie branch of our economy :
under present domestic enc internationsl conditlions.

{ "Also, unnecessary friction with other countries muet be avoiced,
\ In the future, Japen's cotten industry muet specielize in high quality
goocde, DBy meking ¢ 'proceseing profit! in this industry, Japan mty advance =

to the next stcee of recovery and become the teotton fectory' of the Orient,™
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STATE MANAGEMENT OF THE SPINNING INDUSTRY
An EKONOMISUTO zrticle by Minoru Toyosaki proposes Stete management

| [ of the cotton industry to increace operating efficiency &and to ralse
technicel levels, It is claimed that the tagk is "cdifficult to rezlize
\ under & free enterprise system, Technical improvement is necessary to

meet internctional standards for finished goods and manufzcturing processes,"
Special attention must be given the latter bgcause of the Cisappearance
of low~cost labor, the former baeis. of Japan & textile industry, '

"Despite ceniale , wazeg in the Jepanese epinning industi-y certainly
were too low, 8ome operstors claimed that their workers' living standerd v
wee no lower than that in the rurel areas, But rural standerds were very

low, end spinning mill work demanced more energy than farm labor,

"Nationalization would be unnecessary if Japanfs gpinning industry

were backed by a monopoly strone enough to control the Fer Eastern and
Japanese markets, - In thet case, it would be possible to sell cotton
textiles at high prices in Japan and sell them cheaply in overseas markets,
Such 2 practice is no longer possible under the Anti-Monopoly Law, and

i 0 Japan hag rnot the productive cepacity to secure Far Eastern merkets,
Moreover, other Eastern natione are promoting their own epinning industries,
end Jepen no longer has & large merchant fleet. with low freight rates," .

Under such circumstances, "raising Jespanese procuction techniques
to the world level . ig an imperative requirement if costs are to be reduced
to a point where competition with foreign spinning industries is possible,
It is quite true that Japanese spinning machinery ranks high, but & gurvey
of the over-ell production process -~ includine labor, materials, and

mechanical eéquipment -+ reveals Jepanese inferiority in relation to the
regt of the world, Mechanizaetion of the industry has not developed fulh. :

"Moreover, spinning equipment in Japan deteriorated considerably, 4
during the wsr vears., No progress in epinning techniques wae possible :
during this period, nor hae prewar dexterity on the part of operators |
been meinteined, No expert can deny that it is necesesary first to restore
production processes to at leazst 'the prewar standard,"

state Finencing

How then can the necessary funds for restoration be found? "At the ' _,
pregent rate, it is believed that current subsidies will suffice only for { :
additional low~cost production equipment, In order to rehsbilitate spin- J

ning and other key industries, lerger funds must be provided, anc -~ under
the present infletionary economy -- the only way to provide such large
funde is by meons of State management,"

In conclysion, the writer gaye thrt "some persons 'f%ll argue thet there

»
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ig no need for netionalizing the spinning industry if ite recovery can be
financed by foreign capitel investments," This depende, however, on “whether
or not such foreign capital will be made cveilable in the near future,”

LABOR AND TECHNIQUES IN SPINNING

Norio Moriya, in DAIGAKU, writes & lengthy history of Japanls spin-
ning incustry since the year 1868, He points out thst successful
development of the industry wes cduc largely to cheap labor until the end of
World War I, when there was some improvement in spinning machinery., '

« s F9 -

Mechanization

"By 1929-1930, Jepen's spinhing mechinery could compete with the best
— manufoctured sbroad, However, since incdustriel development wag based on

cheap lebor, mechanization wos pointed toward increasing output (through

‘high speed operation) &nd nct toward improving labor concditions.

. “Japon's spinnineg industry mace marked progress 1in techniqueg until

< the outbresk of the Sino-Jepsnece incident, but after that retrogression
became evident, Durinz the war, cotton imports fell and textile indusirial-
ists were forced to ebandon past production methods whereby output was reised
by increcging spindle revolutions, Instead, they reduced spindle revolutions
to lower yarn breskage frequency and electric power consumption, ond doubled
the number of machines csegizned to each worker, thus cecreasing the number of
essential employees., Thie method of rationalization decreased in importence
ags ¢ result of the raw cotton ghortaze, '

"After the wer, when the gpinning industry agein began to teke the
lead, prewar standards no longer zoverned, While gufficient American

cotton can be imported to operate the factories at full capacity, spinning
techniques remain beckward. |

"In ¢ capitalistic society, techniques are developed primerily for
the seke of inereasing profits. Where cheap labor can be obtained, it is
more profitable to utilize this labor than to improve technical facilities.
Under prevailing conditions, it becomes necessery to abancen selfish =

. ‘opportunism ¢nd to set up a procuctive structure cependent on acvanced &
techniquee for the promotion of national welfare es well as for increased P’
production,”

4 5 e
SOUICES

(Mazezineg, Circuletion and Authors*)

DAIAMONDO, 20,000, one staff article; DAIGAKU, 5,000, Norio Moriya; |
EKONOMISUTO, 20,000, Minoru Toyoecki; MONTHLY CIRCUL/R, 1,300, one staff ] -
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- article; RESEARCH MONTHLY; 1,000, one staff article; TOYO KEIZAI SHIMPO,
30,000, one staff article, |

*Where available;'

'] . Eight other erticles were used but not quoted directly in the prepa-

¢ ration of thie report, which is based on articles published from March
W through June, 1948,

Vie: St ¢ L R S

These reports constitute an analysis of comment and information

reaching the Japanese people through the mecium of Jepanese language p i
magezi nes. Approximstely 1,500 publicetions are scanned each month for ) e
material related to topics of possible interest to the Occupetion, :

The reports are made up largely of direct quotaetions in order to show
what is being presented to the Jaranese reading public, These quotations

are the opinions end views of the authors sné publishers conderned, and
no mezns are evalilable to check their accuracy,

Analyges Dealing with Textile Industries

£

. -
-
i, -

Publicatic 1

- tton Textile oduction and Expor 5,.Pub, Anal, N0.167, 30 April, 1948,
w Deals with recovery problems, cotton export trends, cotton yarn and
B piece goods in foreign exchenze terms, and with exports of cotton

fﬂbricso ’

%’ Publ, Analo N001-53, 15 March, 1948,

Production and export of raw silk, the future of silk procuction,
prices of silk, end new ecport procucts %

fextileg, Pub, Anal, No,143, 9 February, 19483,

Discusses the cotton epinning industry, rayon and staple fibre
production, and the use of electric power in cotton spinning.

Textiles, Pub, Anal, No,125, 23 October, 1947.

A consideration of the break-up of textile monopolies and decentraliz-
ation of the industry, and of the export procpects for cotton and gilk,

Reope

12 of Foreign Tpade, Pub, Anal, No,109, 5 Auzust 1947,

Commente on trade resumption, outlook fo- foreisn trade, the fututre
of export industries, other industries. |

lextile Industry in Japen, The, Pub, Anal, No.88, 8 Jonuary, 1947, R .
The textile industry in Japen , difficulties andc counter-measuree, ! ;
the gitucstion of two leadin~ firms, silk, and other textiles,. '

3
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| RLCOMMENDATIONS

l, That the. Rir Ten companies be erncouraged to attempt to fulfill

-
their prosram of sehabilitation as rapidly as possible, considering the

availability of repair paris, operating supplies and raw materials, and

45,366 spindles by 30 June 1949, as

they have planned.

2. That .the proportion of productlon 21lotted for domestlic use be

as (a) production increases materially,

raised to 1O per cent as SoOON

half of 1948, anc (b) the resnonsible Japanese

presumably 1n the latter
Government agencies demonstrate that Drevious allotments have been pro-=

‘perly'distribubed and utilized. (See Part V of this Program)

3, That nrocurement of raw cotton for the calendar vear 1940 be

hased on a minimum consumption of 850,000 bales and a maximum of

1,100,000 bales. (See Part III-0 of this Progranm)
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| I - Inplementabion of "Ceiling" Dircctives

' A. Interpretation and Extension of SCAPIN 1512 -.

. 1. Reference is made to memorandum for Chief of Staff, from Ceneral |

3 Headquarters, Supreme Commander for the Allied Powers, Economic and Scientific ;
Section, subject: "Interim Level of the Japanese Cotion Textile Production” s

dated 3 January 1947. (A cony of this memorandum is attached hereto as Part VII,
Aprendix B.) _ -

- 2. Reference memorandum recommended the establisiment of a goal of
ls,000,0Q0 spindles for the Japanese cotton spinning industry, as an interim
level to be achieved as soon as the general industrial conditions within the
country make the installation possible. This study took into consideration the
following immediate requirements for cotton textiles:
| a. Domestic consumer use of 336,000,000 pounds per annum as a quantity =
- . aporoaching the 1930-3L level of consumption, and the possibility that other s

| fibers might have to be substituted for cotion if this were detormined to be ' |
economically desirable.

bh. Domestic industrial use of 91,560,000 pcunds. (This Mg

2 bare minimun. TIncreases above this level will have to be considered » & TR _

Japan's industrial activity 1s toO he expanded in the next few years., 3
L ' :

s Estimated anticipated exports equivalent to 258,000,000 pounds :
for 19’470 |

= d. Provision for a margin of 500,000 spindles 1o take care of any
: " inerease in export demands in the near Ifuture.

= ; 3, The installation of Iy ,000,000 snindles was nronocsed as an interim .
| level to carry the industry througn its: first vears of expanded operation
‘ following the import of raw cotton from the United States which began in 19L6. .

It was recognized that the rrorosed division of production would be ungconomic
for the short term, cince the quantity of exports taiken 1nto consideration would
not be sufficient to pay for the total raw cotton imported. LU was fe.lt, how-
ever, that an attempt should be made to anproacn the 193C-3L consumption level,

particularly for certain essential industrial and consumer groups.

i« 1In December of 19L6, SCAP published a Directive which offered no t?b— -
jection to the joint borrowing of 600,000,000 yen by 1.:he RBig Ten cotton splni/ .
ning companies, O rehabilitate spinning equipment which they alread; mrged;__ | |
In a SCAP Directive which was issued in February of 1947, a h:,OO0,00g snpindle | g
rehabilitation level for the industry was formally set.?_/ Copies of these . =
Directives, as well as others referred to herein, are attached 10 this program

as Part VI, Arvendix A.

5, TFollowing publicatlion of the ahove-mentioned Two memoranda, a series

1. *A ' = ’ . ’ -
of SCAFTN directives, and informal memoranda fron the LconOmlc and Scientiflc

A ! 3 e "
Section to the Textile Pureall, Winistr” of Commerce and Indl:IStI‘_[ ] ‘.;__n;ix'p%e{ed
‘ ™ ' - 'ln :
and implemented the SCOPE of SCATIN 1512, These are symmarized brieily O0eLlOW

a. In March 1947 the Big 1en Companies were limited tﬁ the rehabili- | i
Py " : o - A ™~ < o
e me noon anuary. 1947, glus GOM= 3% -

tatien 0% ;v ebien e S;)lndles O'hig;d by thir? g O%ltglol;e s{’)inlee; 3]7, 9?: 10/' |
" vinment necessary for e operation . it T 4%
plementary equipne 2 b

e Simultaneously, the Japanese Government Vias ordered to encourage
sndependent cotton s innine concerns (not affiliated with the Pig Ten) to apply -“*
for registration of 33L,L6L spindles, tH? difference between the svindles owmed .
by the Dig Ten and the 4,000,000 level.3/ The Textile Bureau was instructed to -

: issue a public invitation to the independent spinnf'e:rs 2 /zmd. to others who mizht
wish to enter the field, to make such a;:;;lication.;{/,_;f ) }_Q_/ n order to
facilitate the acguisition of machiners by the smallcr independents, it was
directed that all outstanding orders and contracts for spinning machinery
nlaced by the Bis Ten should be cancelled and that future production of such

machinery should be available only to independents.l/» 8/ g

3
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ce Two important interpretations of the temminology of SCAPIN 1512
were given, '
(1) The term "maximum operation" of spindles was officially !
' interpreted to mean operation of spindles during two nor- :
- mal working shifts of 8-1/2 hours per day.;é? | | 1
(2) The term "cotton spinning svindles" was precisely defined ,
in order to eliminate ponfusion caused by the inclusion of -
waste spindles an? others in the industry's inventories of
cotton spindles.’ - .
6e In August 1947 the Textile Bureau submitted a series of regulations 2 I~
concerning the rehahilitation of the cotton spinning indusury, nursuant to the :
SCAP instructions received. These were approved.}_]_-] -

7. In September 1947 the Biz Ten cotton spinning companies were given ey ..
peyrmission to borrow an additional 718,954,280 yen, to further their rehabili- "
tation program.}_?_/ This memorandum gave permigsion for the use of these funds
in rehabilitation of looms as well as snindles, whereas the first loan approved
had been for spinning facilities onlv., . The ‘reason for this will be discussed.
below in Part 1l-BE. ! '

B. Progress Made ’ \ o

1, During the first year of operation under the rehabilitation program
production of cotton yvarm reached a pealk of close to 30,000,000 pounds during
one month, but fell off sharply during the latter half of the year. Out of a
total of 265,480,000 pounds of yarn spun during 1947 only 65,454,000 pounds
could be made available to the Jananese Government for domestic industrial and
| consumer goods; or only-a little more than 15 per cent of rejuirements based
~3 oi the 1930-3L consumption level and considerably below the level required to

furnish a total of 2-1/2 pounds of clothing materials per capita for the pre-
vention of disease and unrest. (See Part V)

2. Kconomic necessity dictated that a maximum prcportion of production
be allocated for exrort, in order to pay for the raw cotton imported and to

help improve Javan's adverse foreign trade position. This policy will have to
be maintained until CCC oblisations are liguidated. | -
N ¥ :
3., The following table shows the progress made in the mechanical rehabili-
tation of the cotton sninning industrv since the end of the war: ,-

SPTDLES 15/

Installed %rahle %mting
1 Januvary Lé 2,22l ,30L Not Available 291,600
1 January h? 2,587,932 2,h95,376 2,11h,327
1 January L8 2,987,16) 2,860,618 1,770,621

i. The figures show that the industry's operable capacity.has been far
in excess of the spindles operating., This has been the result of various fac- . -
tors, such as shortage of raw cotton, scarcity of labor because of food shortage,

and irregular supplies of electric power,

¢ 5 Ty L= X By
2 ,'.: ; 4 - ¥ .q_kf". ".. .
--‘ +; ."ﬂ | w . .'I l‘
- . * o
L[ ] W
a L]

5. As noted in paragraph 7 of Part I-A above, it has been found necessary'
to include cotton looms in the rehabilitation progranm, although the number of
operable looms in January 1947 made it then seem unnecessary to use scarce con-
struction materials and tight credit resources for this purpose, The following R -
table shows progress made in the rchabilitation of cotton loomage since the end ;
of the war. |
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Installed Operable - Operating

1 January L6 Mot Available ot Available 21,809
1 Januvary L7 134,031 123,121 78,176
1 January L 141,443 136,418 . 80,58l

6. While most of the country's installad cotton loomage is onerable, there

is a deficiency in certain tynmes and widths required for the manufacture. of fab-
rics which are in demand in the export market.

IT - Outlook for Continued Rehabilitation
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| l, 7The industry has predicted on several occasions that rehabilitation of
11,000,000 cotton spindles would be possible by the middle of 19h9.l§. (See
Part VITY, Table I) It appears at this time that these predictions were rather
optimistic.

2. The scarcity of steel, pig iron and other materials, necessary to the
manufacture of replacement parts for spinning frames and complementary equip-
ment during the fiscal year beginning 1 April 1948, will seriously affect the
industry's ability to fulfill-their schedule.

3. This factor is made even more important when it is considered that the
mills have in most cases already re-installed and repaired those units of equip-
ment requirins the least expenditure of materials and manpower. The aporoximately
700,000 spindles which remain to be rehabilitated as of this writing are generally
in noor shape or require considerable rerair work beforc they can be used, lLar-
gely as a result of this factor, the rate of rehabilitation since the middle of
19,7 has slowed down considerably,

he The RBiz Ten mills originally estimated that some 1,300,000,000 yen
would be required for the rehahilitation of thelr 3,665,366 spindles as well as
their loons. This estimate was based on 1956 costs and subiect to upward re-

vision necessitated by increased prices within Japan.

6. The necessify for construction of new cards, drawing frames or other
preparatory machinery is of equal significance. A particular bottleneck has
been the shortagze of card clothing, domestic production of which has been Thus
far insufficient to supply the spinners' needs at an operating level of 2,000,000
spindles. Domestic production of card clothing will be more than ampie, how-
ever, when sufficient raw materials becomne available, |

7. All of *the above mentioned considerations contribute to the belief that
it will be extremely difficult for the spimnners to achieve the renabilitation
goals they have set for themselves by the middle of 1949, A more conservative
opinion would be that the achievement of L, ,000,000 installed spindles by the
end of 1949 migzht be possible.

ITI « Production Record_and Cut look

- - .y —— - . P . R R . e

A, Mechanical Capacit;

1. The original "interim level" study, which established the L,000,000
spindle level, considered that an industry of that size could produce some
600,000,000 pounds of cotion yarn a year, hased on 20s count yarn. While it 1is
nossible that the indicated autput of 200 pounds of yarn per spindle per~year
mav be attainable some time in the future, actual performance since the end of
the war indicates that this is unlikely, IU is recognized thgt a production of
200 pounds per installed spindle would involve actual production of around 200
nounds ver operating spindle, since 1U is normallyantici?ated that 10 per cent
of installed spindleape will be out of operation a® any given time for maintenance,

. i
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Insta_]__._}_o_g_. @erabl_e_  Operating
1 January U6 Mot Available ot Available 21,809 . ..
1 Janvary L7 134,031 123,121 78,176 - it
1 January L§ 1h1,LL43 136,418 . 80,584 .

4. While most of the country's installed cotton loomage is operabile, there
is a deficiency in certain tymes and widths required for the manufacture. of fab-
rics which are in demand in the export market.

TT - Outlook for Continued Rehabi}}tation
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1. The industry has predicted on several occasions that rehabﬁl'tation of

% 14,000,000 cotton spindles would be nossible by the middle cof 1949.14/ (See I
Part VIIY, Table I) It appears at this time that these predictions were rather i @
optimistic., s’

2., The scarcity of steel, pig iron and other materials, necessary to the .
manufacture of renlacement parts for spinning frames and complementary eouip- . e
ment during the fiscal year beginning 1 April 1948, will seriously affect the Bt
industry's ability to fulfill-their schedule. - '

3. This factor is made even more important waen it is considered that the .
nills have in most cases already re-installed and repaired Lhose units of equip=- 7
ment requirinz the least expenditure of materials and manpower. The apnroximately
00,000 sadedlas ghich renain to be rechabilitated as of t'is writing are generall

¥ E m
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omitted from Part 1I, Page 5 e |

5., Under inflationary conditions the difficulties of the smaller inde- g
s pendents arc particularly acoravated, Pursuant to instructions received from :
graT fTapt I-L) the Japanese Government has avthorized 25 independéent companics
to install un to a total of 334,63L4 soindles., Avpproximately half of these
spindles are already in existence, in srcater or lesser degrees of disrepailr. »
The companies which must buy complet>ly ncw equipment face the most difficult .
nrahlem of all, since the machinery manufacturers are short of all raw materials and
n:cessarr fuel, and the prices are high, &kXport demand for spinning machinery

as also tended to tighten the market,

Miaae o, ""(“mm*'ﬁ;#'de}&ﬁw&ﬁmmg%hﬂ?wrﬂhm?f:n R R -; — . T S — vs e e
7. All of*the above mentioned consideratlions contribute to the b Tlef that

it will be extremely difficult for the spinners to achieve the rehabilitation
A more conservative

goals they have set for themselves by the middle of 19L9. .
opinion would be that tae achievement of 1,000,000 installed spindles by the

end of 1949 might be possible,

NI+ M e

ITI - Production Record and Outlook ;
A, Mechanical Capacit 4
1. The original "interim level" study, which established the l;,000,000 5
snindle level, considered that an industry of that size could produce some e
800,000,000 pounds of coticn yarn a vear, hased on 20s count yarn, While it 1s ;
indle per year .

nosgsible that the indicated autput of 200 pounds of yarn per spil
actual performance since the ernid of

mav be attainable some time in the future, . . .
the war indicates that this is unlikely, It 18 recognized that a production of
200 nounds per installed

nounds ver operating spin
J talled spindleape will be out of oneration a®

spindle would involve actual production of around 200

dle, since it is nornally anticipated that 10 per cent i
any given time for maintenance, f\
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, 2. Before the war, the lonz-temm ﬁverage production in the industry was
about 185 pounds per spindle per y'ee.r..._/ based on actual counts of yarm spun.,
When the first Textile Mission to Japan investigated the industry's prospects
in the Spring of 1946, the spinners predicted .that they could attain a produc-
tion of 18,5 pounds per operating spindle per month, or 222 pounds per spindle

per year. This prediction was based on the belief that the average counts of

yarn spun in 1946 and 1947 would average 20s, or only slightly above, since the
first manufacturing programs for cotton procured under the first CCC~USCC-WD :
écontract concentrated on coarse fabrics woven from 208 yarms; coarse sheeting, @

twills, jeans, etc., and on 20s sale yarnms. _ | : 3

- i';?-"""-"'f* Honl g w

i R , 3, Actually, at the postwar height of their production in the middle Ofth
1947, the spinners reached an average of around 1l; pounds peghgpgggxll%spgf grnﬂonrn R

squivalent to 168 pounds on an annual basis. At that time, W
apun averaged above 20s., Recently, the average count has moved up to around 25s,

| ’ and is increasing gradually, as the industry shifts more facilities to 30s and

| 40s varns for finer fabrics. This shift Took place at a time when electric power

deliveries were extremely poor, and production was very irregvflar. As a result,
per-spindle output dropped as low as 10.3 pounds per month.1o, TR

e It is recognized that before the war the Japanese spinning industry was
over-built, and that per-spincle pr~duction was lower than was feasible., It 1is ..
considered desirable to encourage the industry to increase their output with the :

i ,000,000 spindles allowed. While it may not be a practicable goal for the near
future, the Japanese should be encouraged t0 aim for an annual production approach-

ing 800,000,000 pounds.

5, For the immediate future, however, it is considered likely that, with
averaze counts of 25s or perhaps slightly higher, and with the operating diffi-
{ culties faced by the mills, an average output of between 15 and 16 pounds per
| spindle per month would be feasible. ' This would mean production of some 185
i pounds per.spindle per year, or aprroximately 650,000,000 pounds per year for an
e i1 industry having 4,000,000 spindles installed, with approximately 90 per cent, or
| slightly less, in actual operation.. ; |

| 6. The uses of this quantity of yarn will be discussed in Part IV and V of
this progran. For the time being it may be pointed cui that basic minimum quan-
tities required for the prevention of disease and unrest within Janan, plus es-
timated minimum essential industrial requirements aggregate Qpproxmatel¥ %gg , 000,000

L) F '

B, Raw Cotton Consumption and Supplies

— - —— - o e—— R e B

1. Latest estimates of spindle conditions for 1948 .]:.i/indir_:ate that an . _ ;

averaze of 3,157,700 mav be operable and 2,434,800 operating during the year.
This indicates a notential cotton yarn production of 319,000,000 pounds, DBased
on an average yield of 10 pounds of yarn per bale (500 pounds each) of raw

cotton, 850,000 bales of raw cotton would be required. -

5. The raw cotton situation in Japan as of the end of iday 19,8 was as
follows:

a. American CCC-l Program: 915,.8L bales imported; program completed;
9,909 bales trans-shipped to Korea.

b. American CCC-2 Program: 3L8,417 bales of raw cotton and spinnalbe
waste imported; 133,307 bales released for spinning; remainder in storage. '

¢. Indian Cotton: 17L,057 bales (Indian LOO-pounds bales) imported;
17,478 bales released; remainder in storage. 1

b d. Egptiﬁn Cotton: 6,350 bales received; 1,000 bales released,

(Note: Approximately 15,000 bales of Zgyptian cotton purchased from the CCC
under the CCC-l program, and included in the total in paragraph a above, have

been released for the manufacture of tire cord and fine goods.)
6

" 4
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e, American Quatermaster Procurement: 50,000 bales requested; 19,115
bales arrived in llarch, representing total purchased. '

fo As of lay 31, the mills and warehouses listed stocks of 137 ,983,000
: pounds of raw cotton, of all types, equivalent to 275,966 American 500-~pound
hales. This figure is exlusive of small quantities which were in transit.

3. Arrangements for procurement of cotton through the use of bank credit
bagsed on the so-called "gold-pot" (Occupied Japan Fxport-Import Revolving Fund)
have heen completed. Details of the arranpement were worked out by the Depart-
ment of the Army, the Export-Import Bank and the participating private commercial

. banks.

i« The extent to which this 560,000,000 credit will be used depends on the
ability of the cotton industry to convert the raw cotton into saleable products .
rapidly; the ability of the Japanese Government's Board of Trade (Boeki Cho) to L
sell these products in the world market, thereby obtaining sufficient dollars to ;.
operate the revolving fund; and the availability of other financing. |

5. A bill is presently pending in Congress which would provide $150,000,000
for the purchase of raw textile meterials for occupied areas. If this measure
is adopted, an even larger potential source of funds will be made available for

the purchase of raw cotton. -;._'

6. A procurement program for 500,000 bales of raw cotton for consumption
in 1948 has been approved. Additional requirements for 19L5 will approximate
350,000 bales. On 1 Januvary 19L8 there were approximately 307,000 bales of all
types of cotton (expressed in tems of 500 pound bales) on hand and 132,000 sche=
duled to arrive against procurement previously initiated. The total 14139,000
bales thus available, plus the 850,000 requested for 19L8 make a total of 1,279,000

& bales for the year.

- = - - .

~2 . 7. As noted above a reasonable level of operation would indicate a con-
sunption of 850,000 bales during the year. If adverse labor and electric power
conditions develop, consumption may be somewhat lower. On the other hand, grant-
ing favorable developments in these fields, consumption of as high as 1,050,000
bales may be. feasible as a maximum, While the procurement program will have a
goal, plus 50,000 bales for purposes other than spinning.,

8. Preliminory estimates for srindle conditions during 1949 }_1_{_/, _]_-_(3_/ in=-
dicate that an avera~e of 3,670,000 may be operable and 3,500,000 operating
during the year. The same unpredictable factor of labor and electric power
conditions may modify these fisures considerable in actual practice. '

9, A minimum requirement for consumotion in 1949 would, therefore, be
apnroximately 1,186,000 bales, and a maximum of 1,500,000 bales as noted above,
An additional requirement of between 35,000 and 50,000 bales for purposes other
than spinninz should also be taken into consideration,

10. The actual quantity to be procured against these 1949 requirements will
be determined in part by the carrycver which exists at the end of 1948,

IV = hzg_orts

1. As noted in Part III-A ahbove, in addition to producing minimum domestic
needs, a reasonable rate of operation of 4,000,000 spindles will produce some
100,000,000 pounds of yarn for the manufacture of export goods, or for sale in
skeins., Sales records since the end of the war indicate strongly that sales of
this quantity of goods can be achieved when certain factors which are presently
limitin~ the scope of Japan's cotton textile sales are removed from the pictwre,

2, Before the war, Japan exported well over twice the quantity of cotton
soods which will be possible with the l},000,000 spindles now authorized. 9. QR

sreat population masses of Asia and Africa still represent a large potential . £
market for Japanese cotton textiles. There is every reason 1O believe that ex- bk
ports of the magnitude proposed will find a ready market, - k

1
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3, S8ince the beginning of the 'CCC inport ‘program -in June 1946 and-up Lo
31 Januarv 1918, 857,801,000 linear yards of cotton textiles and 40,976,000

linear vards of cotton textiles and,h0,978 ,000 pounds of sales yarn (all 20s)
have been manufactiured for expor’o,lO/ actnal sales during the same period amounted

—— -

to 529,825,616 yards of fabric, 3};,589,000 pounds of yarn and 500,000 dozen

cotton knit ‘singlets. }l/ ’ }_Q/ The a~rregate equivalent yarn weisht of these

articles sold is approximately 168,645,000 pounds.

L. CCC cotton goods were first offéred for sale in November 1946. Since
then sales have averaged 11,213,000 pounds per month, or 134,915,000 pounds on
an average annual basis. The rate of sales during several months of 1947 far

exceeded this average.

€, The principal deterrent to continued rapid sales of Japan's cotton pro-
ducts. was the requirement stipulated in the 0CC-USCC-WD agreement that the goods s
be sold for dollars only. Since the bulk of Japan's market for cotton goods 18 e N
in the Sterling Area, this requirement (together with the dollar shortage in
most of the potential purchasing countries) tended to limit the sales of fabrics 2

a_nd VaITle

5., Uiscussions were held between the Department. of the Army and the Depart-
ment of Agriculture with the result that this provision of the agreement was - .
nodified. The liberalized sales procedure will have an important bearing on

the future trend of sales oi Japanese cobtton goods.

7. The dollar problem continues to face the country, however. The bulk e
of Japan's rew cotton will have to come from the United States and be paid for
ih dollars. The credits necessary 1O finance these imports will be advanced by
tmerican banks and these must be repaid in dollars. A sood portion of the sales
of cotton goods, therefore, will have to be made for dollars to liquidate the

oblipgations.,

- 8. 1In Januarv of this year a committee of three represaentatives of the
American Cotton Manufacturers' Association presented a series of recommendations
to the Department of the Army, the object of which was to solve the several |
basic problems discussed above. ™ese recommendations covered the subject of
cotton financing and the mariketing of Japanese cotton nroducts. Several of
these recommendations are already a part of SCAP policy; others are under con-

sideration by the Department of the Amy.

9. With the expansion of textile sales during 1947, and the transier of
sales responsibility from the mited States Commercial Company to SCAF, par-
ticipation in the handling of sales by the Japanese agencies concermed has been

instituted by SCAP.

- 10, A "production group". of the Overseas Saies Committee of the Board of
Trade, representing the various producing companies of the industry, has beén
in operation for some time. They have determined the industries' ability to
£i11 the many orders received f{rom foreien buyers. This 1s one step in the di=-
rection of turning all of tne detailed work over to the Japanese.

s ‘. |

11. Duyers of cotton zoods may mnow negotiate with the Overseas Sales
Committee of the Doard of Trade or individual manufacturers or agents in Japan., R -

V - Domestic Conamngtion

%

1, The USCC=CNC-D contract stinulated that a minimum of 60 per cent of

production from the CCC cotton must be earmarked for export, To protect CCC's %
financial interest in the cotton, Initially, the Japanese were allowed to re- g -
tain 20 per cent of the yarn produced for domestic consumption, and CO per cent .

was set aside for export manufacture, Or sale in the form of varn. This pro-

portion was set in order to take immediate advantage of the large world demand
for textile products., Furthermore, the small volume of production during the
early months of the manufacturing progran made it advisable to maintain these o
percentages in order to more readily liquidate the CCC debt,

8
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2e DBeginning in July 1947, the percentage made available for Japanese
; use was increased to 30 per cent, This was done in order to provide additional
quantities of yarn for the manufacture of essential industrial go0ods == par-
ticularly fish netting, belting, insulating materials, etec.

' 3« In addition, the Japanese have been allowed to retain all of the cotton

, waste produced during the course of manufacture. This amounts to some 12 per
- cent of the weight of the raw cotton put into process.

4e Approximately 46,000 bales of cotton waste were thus made available
: for domestic usc during 19b7 17/ Fart of this quantity was allocated for
beddinz and for wadded clotbln. as well as for'absofbent dical cotton and
’ the balance for export ballng.materLal for cotton goods.

5. Durins 1947, the spinning industry manufactured 6l ,20l;,500 pounds of
cotton yarn for domestic use.l)/ In addition, 1,250,000 pounds of 20s varn,
originally allocated for exvort, were "loaned" to the Japanese Government for

. & the emergendy manufacture of products urgently needed by the coal mines. This
' made a total availability of 65,151,500 pounds for domestic allocation.

6, Only 55,763,000 vards of cotton fabrics were woven for domestic use
during 1947. This fipure is cons’derably smaller than the availability of yarn
| would make possible. This is discussed below. In addition, 26,000,000 yards

- of fabries woven for export but rciscted because of their low quallty,'were

: relecased for domestic use. An equivalent quantity of varn will be deducted
from comestic allocation and added to the export allocation during the 1948-L9
Japanese fiscal year to make up for this additional availability of cloth.

— s 7. <he availability of cotton coods for domestic use was, therefore, only
- about one quarter of the 250,000,000 pounds acecepted by SCAP as a "minimum"
' required to maintain the domgst*o economy. As pointed out in Part III-A above,
4 an allocation of slightly under 4O per cent of the probable production of
' 14,000,000 operating spindles would mect this requirement,
0. leanwhile, there are urgent consumer and industrial requirements to be
v 3 met. As the nation's industrial activity increases, additional textile pgoods
are required for various operational ses. It has bcen proposed that the pro-
portion of pnroduction allocated for domestic use be increased to LO per cent.

9« Up to recently, SCAP was unable to consider the Japanese Government's
request for allocation of LO per cent of production to domestic uwse. Analysis
of deliverv reports for the year 1947 showed that:

a, oOpinners were movinz the domestic yarn to weavers in a satisfactory
manner, althourh there was a bad transportation time-~lag,

be eavers were hoarding the yarn received, and had only manufactured
half of the cloth prorrannnd Only part of this was due to the electricity
ghortage in the Fall and Winter of 1947. iut the weavers had only delivered
one-fifth of the cloth actually manufactured to persons holding allocation
certificates. OSeveral cases were brought to SCAP's attention of weavers re-
fusing to sell the cloth, in defiance of Japanese allocation laws.

1l. The Japanese government has talten vigorous steps to remedy this
situation,

a, Vieavers who have indulged in these illegal practices have had
their allocations cancelled, and their raw materials re-allocated to mills who
have met their quotas and who have idle capacity.

be Weaving of domestic goods has been placed on a par with export
goods, insofar as electric power priorities and other factors are concerned.

11. Delivery reports for the first calendar quarter of 19,8 have shown
considerable improvement. Consunption of yarn by the weavers has been ac-
celerated, and deliveryv of cloth has been stepped up satisfaclorily. ¢
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" 12. As @ result of the conditions mentioned in paragraph o, the uLconomic

Stabilization Board was instructed to allocate only 8,000,000 pounds of cotton
yarn for domestic consumer use during the April-June quarter. This quantity was

approximately equal to the two previous quarters, but only half of the amount
planned by the LS" originally. Following the improvement in deliveries, the
§,000,000-pound restriction was lifted for the second fiscal quarter.

% 13. The Lconomic Stabilization Board is again preparing a request for
allocation of 4O per cent to domestic uses. As of the date of this study,

decision is pending,

& .I:"— 5. g
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« 5 10 L el B by &
GEMLlil HIADQUARTERS .
: SUPREIE COIANDER FOR TYE ALLIED POTERS _ r
APC 500 _
AG 001;,01(30 Dec L6)ESS/AC . 30 December 1946 - it
(SCAPTN 1L27)
IBMORANDUY FO: DPERIAL JAPAN.SE GOVIRNMENT -
THROUGH Central Liaison Office, Tokyo
SUJECT ¢ inancial Plan for Rehabilitation of the Cotton Industry
! in Japan
. R
1., Reference is Central Liajison Office Memorandum No. §770(101956/11L9), *
dated 30 Cetober 1946, subject: Financial Plan for Ttehabilitation of the Cotton ;
Tndustrv ir Japan, forwarding swamary and details of rehabilitation fund plan i<
. . 9! radn ting »e 1 i to 1} Bk Ijr-’ SLI 29.’) 7 £ 143 { :
B and requesting permission to borrow 1,3100,%5L,<00 yen Ior the restoration © B
the cobtton spinning industry in Japan. =
2., No objection is offered to the above application, subject to the 3
following conditions:
:
8 a, The sum to be made available at this time shall not exceed 1 %
400,000,000 yen. #
b. There shall be submitted to the Antitrust and Cartels Division,
Reonomic and Seientific Section, General Headquarter, Supreme Commander for
g the Allied rowers, anplications by each of the companies concerned showing
' details of nroposed expendituvres, »rior vo beginning uhe rehabilitation work _
and expenditure of funds, 5
G c. WMo new or used soindles or spinning frames shall be purchased with P

the allocated funds, but new or used complementary equipment, except looms, _
sufficient to operate presently owned soindles may be purchased, if necessary, &
after anproval of applications,

d, Yo part of the allocated rehabilitation funds is to be expended
for the renair of building or machinery, or for the purchase of new comple-
mentary machinery, or construction of new bhuildine beyond the necessary require-
ments to onerate the total spindles presently owned, whether or not installed.

¢. First expenditure shall “e made for the rehabilitation of buildings :

and machinery necessary to pubt the presently installed operable spindles into o

production, f
)

£, A report shall be submitted on the last day of each month to the
Textile Division, Economic and Scientific Sectlon, Jeneral Headquarters, Supreme
Commander for the Allied Powers, in quintuplicate, typed in Znglish on &" x 11
paper, for each plant, containing the following information:

(1) Number of installed spindles
(21 Number of operable spindles 64
(3) Number of spindles owned but not installed e
(L) Number of cards installed '
(5) Number of cards operable ’ £
‘6) MNumber of cards owned but not installed \ Y
¢, This liemorandum shall not be construed as approval for priority - 2
of raw materials, equipnent or facilities to carry out the plans for which ¢
this loan is made. The established regulation, plicies, procedures and priorities .
instituted by the Imperial Japanese Government shall prevail. i -

h. Direct communication is authorized between the interested Staff
Sections of General !lleadquarters, Sunreme Commander for the Allied Powers, and
arencies of the Imperial Japanese Government concerned to implaoment all pro-
visions of this Memorandum, : |

j.
'
J ']
Y
B
11l L
-1# o
‘ul":
h
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GENERAL HEADQUARTERS : - ,
SUPREME COMMANDHR FOR THE ALLIED POVERS

APO 500
AG 00L.03(7 Feb L7)ESS/TD ' 7 February 1947
(SCAPIN 1512) -

MEMORANDU:: FOR: IMPuRIAL JAPANESE GCVERNMENT
THROUGH: Central Liaison Office, Tokyo
SUBJuCT ¢ Cotton Textile Capacity

1. Reference is made to C. L. O. liemorandum NO. 56505(LCI), dated
18 October 1946, which transmits the Three-Year Textile Industry lehabilitation
Plan. ;

_ 2. Avproval is given for the rebuilding of cotton textile plant capacity Shis
to the level of L,000,000 spindles, and necessary complementary equipment, in- |
oludine looms; and for maximum operation of such machinery. &

3, This approval is not to be construed as granting priorities on fuel,
nover, steel or other materials. Allocatlons of materials for this reconstruc- .
tion work will be made as directed by appropriate agencies of the Imperial . S
Japanese Government. 17 o

FOR TH% SUPREME COMMANDER:

S/ John B. Cooley

~ T/ JOHH B, COCLaY.
! . Coloncl, AGD
Adjutant General
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GUiKRAL HEADQUARTE
SUPREME COMMANDER FOR TVHL ALLIED POTIRS

B o APO 500
: AG 00L.O3(C Mar L7)ESS/TD f areh 1947+

(SCAPT 1562) ' S o - ;

I EMORAIDY. FOR: IMPERIAL JAPANUSE GOVERIMENT

'
&5 THROUGH: Central Liaison Office, Tokyo
; SUBJECT Limitation on Size of Spinning Companies |
.
‘ l, Reference is made to the following memoranda from General Headquarters, :
supreme Commander for the Allied Powers, to the Imperial Jananese Covernment: u
i.:"
; ‘J | a, AG OqlL.OB(T Febh 1&7)“3%/ T (S‘lqpﬂ“l 1516) dated’ 7 FCbrﬂlaI'J 19}47, .
. 8 subject, "Cotton Textile Capacity." .
b, AG 00L4.01(30 Dec L6)E3S/AC, cr PIN 1427) dated 30 December 19.6, &
subject, "FMinancial Plan ior RPhavllluat f Cotton Industry in Janan." :
¥
] 2e It is directed that the purchase, ownership, investment in, rehabili- = -
o tation, installation, and onvratlon, as well as the contracting for the pur- =
chase, omershnip, investment in, rehabilitation, installation, and opcration &
of cotton spinning cpindles by the so~called "2ig Ten" cotton spinninege comnanies ~
be limited to the numbher of spindles reported as ovmed by them on 31 Januvary 1947, -
§ and listed in paragraph L belcw, plus complementarr equipment necessary for the
_ operation of these inventorleu spindles, as listed in paragraph I below. .
‘ 3. #ll outstanding orders and contracts placed by the companies listed in £ .
E paragrapi i bhelow for new egninninz machinery shall be cancelled as of the date .;
.~ £ this directive. [uture production of spinning machinery shall be available :
- only to independent cotton spinning companies which are not lisgted cn, or af- g
c. filicted with or controlled by the compa2nies listed on the schedule of restricted
concerns, as “ublished by Gencral Headquarters, Sunrzne Commander for the Allied
Powers . :
lis The following is a list oi the companies with their aprroved inventory,
as of 30 December 19L5: .
lame of Spinnar Mumber of Snindles _
ey Y e Quned - e
e N ——
Dai Nippon Foseki ¥X. K. 1,62 ,532 -
Toyo Tozeki K. X, 523,162 :
Shikishima 'oselkl Y. 1. 373,66L }
Dailwa Kogvo a. K, BQU,G”O
Kurashiki Kogyo i, i, 315,852
Daiken Sangvo K. /. | f“y,8h0
Kanegafuchi Xogyo K. K. 415 ,U26 R .
Fuili Boseki i. K. 325,280 3
+ Pisshin Boselki K. i, 207,976
Nitto }-qe B g 164,576

Total 3,607,018

5. Yothing in this directive shall be construed as prohibiting the spinning
companies listed in paragraph 4 above, {rom the purchase and usc of snare parts
and rcnlacenent units necessary for the operation of thelr capacity, as listed
in paragrapch . above, When such purchase and use of spare parts and replacement
units have become necessary in the ncorial course of 0u31nﬁ“1 cphperations, Stock

piling and the excessive accumulation of spare parts and revlacement wnits arc
expressly forhidden.
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n1STC:  liemo to IJG (SCAPTN 1562) dtd 8 March L7 .

6., "ithin ten days after the date of this memorandum, thc appropriate ; |
acency of the Imperial Japanese Government will submit a report to the General k-
Headquarters, Supreme Commander for the Allied Powers, Attention: Economic
and Scientific Section, Textile Division, stating the measures that have been
‘taken to impmlement the provisions of this memorandum. Direct communication 1s 5

authorized betwecn General Headquarters, oSupreme Gommander for the Allicd
Powers, sconomic and Scientific Section, Textile Division, and the appropriate

’ asencies of the Imperial Japanese Government, to implement the provisions of
this memorandum. '

FOY THn SUPRE: E CCQ.iANDER:

S/3. G. Hersey 58
for T/ JOM B, COULEY
Coloncl, AGD
Adjutant General
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G ERAL HAADQUARTERS
QUPREME COLANDER FUn TV ALLIED PORLR

APO 500
13 Narch.l9h7

00k.03 (13 Mar L7)ESS/TD
(TD=7)

VEMORANDUL Q¢ Textile Rureau, Ilinistry of Commerce and Industry
SUBJLCT ¢ Cotton Textile Capacity
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