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Jub ject: Pollcy On Tmnlementetion of "xcessive Concentration
of Ticonomic Power in Janan (Zeipatsu program).

g
,

$8|l4 |

T™his memorendw: is submitted »ursuant to your renuest U
. Saltzman for & brief suwmary of the background and present STETUS
of the Zaibetsu nrogram. You indicated to . —altzmen tnat you
desired this information in order to reply to cervaln questions which
had been reised with you by Secretary Royall.
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The Zeibatsu Program originated witihh the President's Policy
staterent on Japan of August 29, 1945 snd with the JC:= Posi=Lurrenaer
NDirective to SCAP in which he was directed 10 reouire the Japanese 1O
dissolve lerge industrial and banking combines OY other largse concen=-
trations of orivate business control and to tacxe other action TO
encourece & wide distribution of income and ownershin of the means oI

nroduction and trade. This molicy has since been adopted by the I'iCe.

The means for executing the n»nrograiin were develoned tvwo years ago by a
cornbined 3tate-Amy lission to Javman, and a nolicy narer embodying
ita renort was snproved by SCAP and SUIICC, after being consicdered by
Assistant Secretaries of 'lar lceCloy and Tatersen and by Generel
1411ldrinc. This paper is currently being considered by FrC. Imple-

mentation has been nroceeding in Jepan for the past two vears cn the
basis of the original JCS Directive and iz now well advanced.

LV S

vssentially, the program seexks U0 establish a systen of competitive
enternrise in Javan with substential diffusion ol ownershir and controdl.
TO this end, certain lews and ordinances have becen nassed and others
are currently being considered. Decause of the nature of the problemn,

these measures necessarily vnlace substantial sdministrative discretion

in the hands of SCAP and the Japanese novernment. Analogous lews in e
Jorkxing grouns -

the TTnited States and Canada are similerly constructed.
which have deelt with this problemn are satisfied tnat no adequate o
nrogrem cen be drafted without nlacing such discretion in the admini- x

strator.
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ntil recently there has been ceneral agreement 1n the
\ the Zaibatsu Prograim. geveral weeks ago, however, the Aruy

e nolicy paper now before LG, and
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an (rdinance, how before tr

ne Jenanese Diet as &n
series o“ anti-monopoly

an addition to
easures already in orveration in Jaran.
agreement between 1. Drarer and 2. Saltzman these oues
ferred to a working level group in the two Denartments. Agsreement was
reached on a cao.Le (Tab A) suggesting to SCAP that the administrative
powers given by the Ordinance to the lioguidating agency ve restrictede.
SCAP was also informed that the FEC policy naper was under review by
the two Devartments and was recuested to delay
. Royall followed this cable froro himselfl to
reneral [ lacArthur (Tab B) also recuesting delaeay on the (Ordinance.
General leacArthur renlied (Tab C) that thne nrocedures of the urdine
are designed to accommlish most effectively the implementation of
ing nolicy and detaeiled his reasons for givine the searanes
uncder his supervision, the maximum 01 direct resnonsi
out Allied decicsions.

sibility
Shortly thereafter a more up=to-cate
the vrdinaence pecanme availeble 1n "Teshington ana was

levels in the Armiy to satisfy most of the ouestions
relsede.
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the Ordinancee.

e sautnor

ovall's arpnreliensions are xKnovn
are as follows. lrst, he seems to fear tnat
"un=-American". ne srecific oblection 1s vtuaougig
compnencsation for divested nroperiy 1s insdocuate.
obviously must be, for if {full commensetion
% bl : ke P
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objective 0ol T
identity of interest between mononpo.l

nolistic business and
0y encoureging a system 01 iree ente rmrise = 18
aenera.l -hcgrtnur has nointed ouv,

sful in transforming & small number Of
erous coume Ul
ovnership of tTie 1nst-*m;ents o:‘f‘ nroduction and trade, will erect a
bulwark acainst the snread of ideologies or systems destructive 01
‘ree enterprise and pnolitical I IT ” ” ’

frecdom unacer democratlc canliiva& llSiie

k ___'.r".* 1'._~l "uf) ’ ”.L'li;_;
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units and in bringing ebout wides
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has been or mey be
contain no instruction
written in general
ny working levels,
based on the fear that
manner. 1t is dif-
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however, be administered 1n £00
ficult to believe that General LacArthur,
resnonsible for imnlementation, would permit this

—— ) » . . . - e 1o - b Y 'y .
e third fear is that the Yrogram may

interfere witih economic
TOCO‘TeI'y. :‘t’, is ~T1.."*ﬁ'f‘
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conclusion, 1':11:11 which the Denartment of State
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yrnerts agrree, Th L ananese reCovery gould on the contrar, be QC.._lOJ.Sl}
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the Jananese Governuent, where they now are. onnortu: 11Ty for free

J i

enverrrise is restricted. A further imrortant consideretion is that
delay would create uncert ainty among Jananese businesamer and other

o,
- Nt bk W A a4 B

L0 whether we I'“:"*llv intend to free them from the do '.-j ”'**1 n of the

Vil

Zeloatsu, and whether they may now sssume nositions of resvonsibi lity

the Eeﬁﬁncse econonmy 1tnuut lfeer of re“riwal at Tie handes of resur-
ent 4e21batsu interests.

It 1s understood that Secretary Royall has uu:'u:
cormittee of vrominent vrivate citizens be formed
¢« s Drimary disadvantage of thiszs pronrnosal
committee could not noseibly be kent sec rev,

+- +- Y

cnat the United ;tates weae uncertelin asbout the nrog
endanger its successiul implamentation. Mnme prosron
Oon encoursas ananese businessmen t ' |
Japanese recovery, '

int)._i ySU

Since tl! rogram would almost inevitably have to De
nenaing rece DL 2 commmlttee's renort, the success of the
gna economic covery would botn be immerilled in the interva
ne continued rete by the Jananese government of the div
securities for any longer vneriod than necessery would strencthen
grouns 1n Janan and those countries of the ™C who nrefer
shln and control of enterprises remein nermanently in the
Jananese governnent. General IACArthur has nointed out (Tab
"lnvolved in tne fai Or success 01 the vrogram ics tiie choice
a system of free commet ve enternrise which oes heand in hend
nolitical freedom and . lalism of one kind or another under w:
nolitical freedom is " and that "reopeninz the »nolicy for dis-
cussion at this time mi; well result in alterins not only procedural
or nolicy matters buf crlflﬁlmf the essential objective."

Conclucsions:

- e e el - WD A e Wl D e .

l. The avpointment of & special coumittee of vprominent nrivate
citizens is unnecessery and undesireble, for the reasons set forth
above .

Ze urther delay in pessage of the above=mentlio rdingnce
would heve highly undesirable consequences toth for the vorogrem and for
Tapanese recovery, and should not be incurred unless specific &nd ¢

nellins reasons for so doing are nresented.

should be urged to
DIOSTam Or recommendations
cannot be made forthwitn, then he s 1 be asked

TO
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to agree to the nassage of the Ordinance, in asccordance with
General MacArtiiur's recomendation, and rely on the fact that State
and Army Denartments can in consultation with SCAP, mske necessary
ad justment if the Ordinance is carried out in a too drastic manner.

This memorandum has been concurred in by A-T (Ir. Thorn),
A-S (Mr. Saltzman), (FE) Mr. Butterworth), NA (lx. Allison), OF
(Mr. "hitman), end IR (Mr. Vernon).

Denuty to the
ior QOccun
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Memorandum of Conversation

DATE: November 20, 1947

Proposal to reconsider Zalbatsu Program,

PARTICIPANTS: The Secretary of State,
A-S, Mr, Wisner

COPIES TO: & 'I'horp

Butterworth
Allison

Whitman

The attached memorandum dated November 19, 1947 was submitted to the
Secretary on the morning of November 20 by Mr, Wisner, who was requested by
the Secretary to remain present while he read the memorandum.

LYy02-11/¥S0O°*¥6ES8

After reading the memorandum in its entirety, the Secretary remarked that
it seemed to him to be a very effective presentation of the case in favor of
the Zaibatsu Progrem., After further reference to the memorandum he gave the
following instructions:

1. That the memorandum be re-written in such manner as to remove all
references to Mr. Royall personally, and any statements which might contain
the inference that Mr, Royall is the person who has expressed the doubts and
reservations. The revised memorandum should retain the full substance of the
original but care should be taken to assure that it is not argumentative in
tone. It should be a factusl review of the history and development of the
Zaibatsu Program and a forthright statement of the case, The conclusions
should also be deleted. It would be desirable to add any particularly sig-
nificant facts which may have been omitted in the effort to compress the
memorandum,
“~emw.. 2. When the memorandum has been completed and fully coordinated with “5f.§5
R o the/interested of fices of the Department, it should be sent to Nr, Royall by e vﬁ
y, MrJ Lovett, It is desired that Mr., Lovett assume the Secretary's role and C O
jre_iponsib:llity in dealing with Mr. Royall and the other individuals concernec{ \
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fn eonnection with the proposed submission of this question to a committee
of prominent citizens. The manner of presentation of the memorandum by Nr.
lovett to Mr. Royall was left to the discretlon of Mr. Lovettl,

The Secretary clearly indicated that he considered it advisable for a
copy of the memorandum to reach and be read by Mr. Stimson and any other indi-
viduals who may be requested to consider this matter together with Kr, Stimson,
He said that he hoped Mr. Royall would see fit to present the memorandum to
Mr. Stimson and the others, He further stated that it might very well be the
conclusion of Mr. Stimson and the others, after reading the memorandum, that
no investigation or reconsideration of the Zaibatsu Program by them would be

necessary or advisable,

The Secretary then stated that he felt the memorandum might contain, as

a separate paragraph atl the end, a reference to the situation in Germany. He
was not explicit in this statement, but he spoke of the fact that General Clay
had apparently been cpposed to the adoption of a program for Germany gimilar
to the Zaibatsu Program in Japan, He said that whereas all of the details
were not fresh in his mind, he believed that Ulhere had been a controversy in
Germany as the result of which some "Treasury person", who had gone to Germany
to inaugurate and implement such program, had been sent home by General Clay.
He summed up this point by saying that in some manner the difference between

the situations in Germany and Japan should be brought out,
- 0 = 0 =

My . Wisner received the impression {rom the Secretary's remarks that he
was unwilling to join with Mr. Royall in a representation and recommnendation
to Mr. Stimson and the others that the enlire program be reviewed. The pur-
port of his remarks was that he would prefer that if Mr. Stimson and any others
are to be requested to consider this matter, they should do so strictly on the
nerits of the case = including all the relevant facts - and arrive at their

conclusion without any persuasion or prejudgment of their decision.

Finally, the Secretary sald that he assumed that all aspects of the
natter would be treated on a secret basis.

A-S: FGWisnersasm
11/20/47




