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Company.
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Interrogator: lir, Pavl DBaran,

Continued by ¢ ur, Galbraith,
Interpreter: Lt., MecCoy.
Allied Officers Present: Ir, T. 4, Bisson.

Hatta attributed chief planning failure to extentions

of plant capacity beyond the ability of Japan to nro-
vide needed raw or bhasic materials; alsc suggests that
stocks were Cepleted in building the new nlant just be-
fore the war,.

He developes a typical Zaibatsu picture of events (control
laws not "suitable", prices fixed too ranidly, subsildles
came too late, nobody in industry prospered,; but the boom
profits percolated down tc everybody, so unere was no dis=-
satisfaction with such houses as iiitsui),

His nmost valuable testimeony ig on prices, 2nd nis maln
emphasis on rigidity of *the price structure with tardy
ndjrstments undoubtedly valid, especlally for the pre

war (i. e. pre 1941) years, although later Te indicates
rather clearly that the pursce strings were »ulled out and
thrown away. Such incentive, given carlier, wes “ust
what was needed, but it came toc lave,
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BIOGRA![C'L SKETCH OF SUBJECT:
y " RESTRICTED

HATTA Yoshiaki,

Hatta Yoshiaki re-appointed a member of Cabinet Advisory
Council 4/26/45. |

Born: Sept. 14, 1879; o.s. Hatta Noriaki ( or Saimei);
m, Tsuru, 2nd D. of Suga Yoshitane,

Career: Grad. of Tokyo Imperial Univ., civil engineering

1903. |
Joined the Railway dinistry. N
Director of Track Research Sect. of Railway Mi-

nistry. |
Director of Construction Dept. of Railway iinis-
try.

1926-29 Vice-Minister of Railways.

1929 Retired from government service; and nominated to

House of FPeers.

1932-35 President of South Manchurian Railway; succeeded by
Matsuoka Yoshisuke.,

1936 Supreme Advisor to South Manchuria Railway.

1937-38 President (or Governor) of Tohoku Dist. Develop-
ment Co., and Tohoku Dist. Development flectric
Power Co., (Tohoku Kogyo K.,K, and Tohoku sShinko
Denryoku K. K,)

Oct. 1933

-Jan.1939 Overseas lLiinister in 1lst Konoye Cabinet.

Jan.1939

-Augl939 liinister of Commerce and Industry 1in HIRANUMA

Cabinet.,

Jan 1939 | |

-~Aprl939 Concurrently Overseas liinister in HiRaNUMA Ca-
binet.

Sept1939 until probably Oct. 1941 President of Japan Cham=-
ber of Cormerce and Industry and concurrently
President of Tokyo branch of samej succeeded
Vice-Admiral GODO Takao,.

1940 41so mewmber of House of Peerc and Director of
Tohoku Railway Company,

Oct.1l941-

Nov.1943 Railway kinister in TOJO Cabinetj idinistry abo- -~
lished.

Nov 1 1943

-Feb 19 '44 liinister of newly established Transportation
and Communication Ministryj; succeeded by GOTO
seita.

llay 5 1944 Appointed Advisor to Transportation and Commu-
nication Ministry.

Aug 21, 1944Member of a cormittee of ten in House of reers
to be known as the iron-ore rescarch group es-
pecially under the Research assoclation. Fierst
neeting to be held aAugust 23, 1944.

Nov. 3 1944 As President of Japan Steel Tube ‘elding Con-
trol Assn. became Chairman of board of direcc-
tors of sane as president's system was abolished.
The Control sssn. will become a menmber of the
Air-craft Industrial Control assn. (Romaji to
GEA 11/3/44.,

Nov 1 1944 Appointed President of newly established Dail
Ninnon Technology #Associlation.

Dec 1944 Listed as Director of Economic League of Japan.

Feb 15 1945 Anpointed member of Cabinet advisory Council.
Will be entrusted with the task of supervising
land transportation by means of truck and carts.
(Tokyo in English to america 2/15/45.)
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HATTA YOSHIAKI

Biographical Scetch of Subject Continued.

llar, 6, 1945,

Aplr :nted President of North China Deve=
lopment Co., succeeds TSUSHIiA Juichi, who
became Finance Minister 2/21/45 succeeding
ISHIWATA Sotaro in KOISO Cabinet.

Cabinet Advisory Council: 10/28/44 until

present Post 2s of 5/15/45: President of
North China Develo-ment Co.




INTERRCGATION BY HREE3ARRAN. RESTRICTED

Q. vhat are your present positions?

L., At pkesent I an merely a merber of the House of
Pecrs. Barlier, I was Commerce and Industry liinister
Railway iinister, ond Transportation and Cormunications
sinister. For a shoer tilne, I was president of the
North China Developnent Company.

Q. What naterials did Japan get fron North China®

i, Sore coal, iron-ore, and aluninous shale.

0, Did you get significant quantities of thecse materials?

#, WNo, not nuch. Transportation difficulties recduced
the amcunts, cspecially during the war, - wc tried €O
re-route into Manchukuo, but this made the congestion
WOTSCo

0., What development plans were undertaken?

A, I waes in North Chinn only four nonths towards end of the

" the war, so I am not 1ToO well acaquainted with the
oarlier period. Our plans were also designed for a
development that would help the Chinesc people.

0, #hat exports were cecnt from Japan to balance the goods
tonken from North China®?

i, Early in the war such items ns textiles,

Q. why did you have to occury North China nilitarily to
cet this trade?

i, I'm not sure= I cannot reply exactly, but I under=
stand that to settle the Vimpehuricn affair, 1T WGS
neecssary for North Chinn to be occupled.

6, But why did you ncve ro oececupy it to get a large

" Epadel

A, The military people thought this was Nccesstlye

0, Why did the business necple support this?

A, China was 1n disorder, The military Falt 10 Deee=
seary tc occupy the country but the ctner Japanese
1coders did nct thinxk so. Yhen the Army carried
through this Progran, the pedple Cane around to

~ccept 1it.

0., Did the tusiness 1caders influence the fecrrmulaticn of
this noliey?

i. The business leaders hnd no direct influencda on this
volicy. Oncc 1T WeS set they had to follow o O

0, Who made policy?

i, From the time of the Manchurian Incident, the military
took charge of policy. = ~omenturt was set up whiceh
carried their policy through.  The business lecacders

~d to follow. &t best taey could retard it.

Q. But who made the dceisions?

i, The arny, But who is the center of tne Army?  hobody
knows., 1t was like & current flowing through a large
~unber of young officers in the 2rny.

Q. Why dia the arny snd Navy decidec un war ngainst the
United States? Could Japan's ceoncmic potentlial
support it?

i. The scientific improvenent sf Janonesc industry h= -
just began ten years LEO. Then therce werc efforts
to raticnnlize industry. Jost of Jaran's econonilce |
NOWETr WoSs derived from innorts and exports. &
change in the ratio s 1ipht to heavy industry
cecurcd, Then carie the China #=r, but it brokc out
suddenly before Japan's industrial bsse was ready
frr it, In 1938, the Four-icar Industrizl Plan was Lo-
gun, ospecially fer lron, €08 and shipring. That

’ nlen falled oI ~chieverient but the fo1 1ure wWas no
exnlained to Thc ngonle in the Dict.

0, hy 41d 1t fell? ‘

: A, Hany expaneions of nlant were ~lanned. But the

~ccurulated stocks of ~naterinls were snent in the
cxtensicn of nlant copnclty. after the China In-
cident, stccks were highy but uch was taken by
the arry. Then inports from the United States

were hnlted. The rcneining stocks were uscd to
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nning of the war?

expand 17°ntSe 11T Was thc,n*cu_nd that therc wWcrc
nnt cnough materinls to run 1he exnnded plontse
Why was 1t not obvious that with 2 pig rlont but
nct cncugh naterinls the rlan cculs net work?
This wns thec blg mistakes.
what was locking?
Stecl 2nd coals It was hoped that pruxite could
be obtained fron the scuth, but not nuch ennes The
sarie story was rcepeated for cae.l fron Endo=Chino, nd
iron-orc fron Malaya ~nd the Philipnines.
Did you anticipnte the 17TEE shivrring deriand?
e started the war without sufficient nrenaration
in thot resnecte
How did veu pay for these mnterinls? |
We plonned to USE stocks of consutiers! gucas, such
~a textiles and SCap, but thesc dirinished, znd VC
ondcd by paying in popele.
Tha't 18 DY confiscaticn?
The poyment (in goods) WnS started in good foith but
the war efforts mede 1t Incosslble Ly way An gCUS .
So finlly we pala in papET . it wrs o rroblen ot
that tine.
How ~hout the develoniont of Javan's outirut during
the war? b'as 1tv well plonncd ~nd org-nized?
There was o condition ~f discgreenent oll the time,
with the guvernmant apainst the Procucers. The contrel
1~we did not £it the real conditl: ns nt Rila
tihat wos the specific difficulty? -
The grcatcst cffect wW2s ~roduced DY the fixed lovel
of Trices sct on Septenmber Ty 1938, ihis was an eX-
tyreme blunder. 1t wWas feir for somey Put unfair for
cthers. ot first 1t was nlonnad TO contrel basic :
materinls prices , not consuncr gFcods nrices=-thnt
is, when VGS Cemperce ond Industry viinister., But
in the end (Sept. 18, 1939), the level VoS fixed fer
1] FO00E8 . ‘
arc there not ~d justments later?
They werec not actually corried through theugh they
were announced or nledged.,
Which industrice Werc hurt by this nolicy?
There were nore losses than £71nS, with a‘resulting
£~11 in productlons L11 lincs of industry Were
affectceds
But this 18 4 loplenl inrossibilitys Con o fixed
nrice level hurt all industry? |
The raterizle would couc in, tut sone woeuld 1ag
corusing difficulties for all.
irnich matoericls WoTre unéer rriced?
™e list is cndlees. The rrice of nnils for exomrle
wag fixed by welght. . 35 the producers woenld Dianu-
faeture only thoe longer nails, Whilc the outrut of
shorter noils would loe. Then thers weuld be an ad-
justment by the cOVETNIIGNT wut too lote to aveldd
the danagGs
wos busincss not disentisfied? hnt did it do?
Yes, Doy by ay business nroposcd chinges, hut
conditions did not imneove. Once o decislcn WoS
taken by the sovernnent, 1t ceculd not be enslly
changed. |
In Gernany thoerc was A ~cssibility of ~diustrnente.
why not here?
In Japan, it was very rigi¢. Once thc zovernment
tock = cGecisicn, 17 did not change.
whot wns the conditlion Af the railways 2t the begil-

Not so bad, not sc gocd, In tne U, S, », therc are
long lines, with 60% of gocts carried by rollwnys,
o0% by truek e nipeline, ~nd only 105 by WATCE
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No c‘nge was needed for the Wa‘ But in Japan 66%

was carried by sec in large or sne2ll ships with only

one=third corricd by rail.ays, hen tho war cnne, the

covernnent tried to build new ships. But the war ine-
tensified r~nidly, and shipbuilding could not keep ul.

Crnastlince vesscls were diverted to ~cetn tronspurt. 00

norei freirht hairt. *be carfricd by thé ralluiys. hen *hils

devcloned the lead became toc heavy, there wos great
congestion and reilway operaticns woere digorpanized., L1he

Tokyo-Osaka linc was inmproved, But the line 1ro

Osalkn to Shincneseki was very peer=-it was boeing impoved

when the war began. Freight cars werc snall 13 ke 18

tons each, with the average being 12 tons) and therefore

inefficiet,

How did the curve run? Yas there 2 steady decline?

The freisht carried increased ur to 1943, then it de-

clined. Usually we had 300,0C0tcns of steel 2 year fur

new freight cars. During the was this arcunt fell tc only

150,000 tons,

Did the air attack interferc with rail trans—ort?

Not so much at-first. Only toward the end.

dow gquickly cculd you maite repnirs?

It was ezsy to rerair the tracks, but hard te gel cars

due to laekx of naterialss

Hiow 2bcut bridges?

The sinall ones were easy to handle, btut the blg stan

bridges »resented great difficultles. In the rainy

season it was in~cssible to rervair the big bridges.

The air raids a-rerently destroyed rail terminals. s

this & slgnificent feetorg

It would have been difficult if the large rarshaling
yards had been affected, but these were not hit,

Our understanding is that the Contrcl .assceiations vere

srganized by big business. +hy was the control tocy exee=

rcised nct efficient?

The Control Associstion were not set up 2 it hzaa been

honed. 1t was intended thot control chould be 1n

public hands, hut actually the government kept control.

it only seemed tc be contrcled by the rublic,

Was the Muniticns ilinistry not dorminated by the business

leaders?

It secmed to be a rublie crganizaticen, with the indus-

trinlists in power, But it wns still 2 governnent AEencye

The control relazti-ns worked fron above, nit from kelow.

Hcw are present traansyort cenéditiins?

Very Bad. They nust be inproved,

How?

i‘ore freight cars arc chiefly needed. alsc new locur.=

tives. The nerranent way ls nct sc bads

How rmany new cars are needed?

Thirty percent of the cars were lost during the war,

Are there =znough rvlants +to bulld The new cors?

Sorie ¢f the railway workshors were destr.oyed, but other
facilities enn be used-e.g. the mmuniticns faetories coulc
be converted to this Usc.
hat general corments would you rinke on price control
rneasures’?

-

3 Ny

-

E

In July 1937 Japan hed l-rgec stocks of materisls. oix

nonths later it was reslized thet the stuochks were
being used up. Within a ycor nrices were sel for
basic naterials. In 1939, we introduced the "nnil
down" price systen, fellowing the German medel of
1936, Germeny adjusted her prices sne:itinly, but

Japan failed to nnke necessary adjustnents in the sys-
ten,. So industry lost hope cnd rony articles went

sut of nroduction*= esneecinlly snall itens, like nails
which were hichly inportant in the techinical sihere,
The major orticles were procduced in sufficient crounts,
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Vhat was do!!‘for prices of imnorted goods?
They were kept at a low level tu fit the low price system,
Then were subsidies paid?
No, except for copper and lead, if they werc bought =2t the
maxirmunm price., Local produsts and imports were pooled
and the government made up the differcnce, If inmported
corper was cheaner, then adjustnents were nade by subsidy
(ti the local producers, that is).
How about rice? Did its price rise during the wer?
It rose, but the government tried to keep it down through
strict controcl measures, The price increased somcwhat.
Was this rise permitted?
To sornie extent the official price was raised, but the
black market price was far higher,
What precent of consuner goocds was suprlied by the black
market?
A small amocunt, Many people were in the black market,
but the individual transactions were small and the total
amount rclatively small., It was used to keep supplies
up to a minimun consumntion over and abkove the ratiocned
goods., Most of the people did not have enough ncney to
pay high prices cn the black market for any great amcunt
of goods.,
Specifically, what percent was supplied by the hlock rnarket?
As a2 rough estimate, about 1 percent of rice. The crcw-
ded interurban trains lcok as if all people are carryilng
food, but it is a very small amount in total,
what goods were raticned?
Rice, wheat, nctotocs, beans, bean curd, were the most im-
NOrLant,
any others than food?
Textiles ancd fuel.
Is it generally true that the workers had more noney th=a
they could spend?
Phe salaried class was hard hit., Factory workers were the
main overpaid group and large nuribers werc in the bloack
market,
vas there a shortage of fcod?
An anparent one due tc the military aecumnulating excess
stocks in rreparation for future eventualities,
How much was paid in overtime?
About double. But within sny given froetory 1t is diffieculv
to tell what they were paying. Bonuses, stc., were poid
in addition tc the wage.
The prices cof civilinn goods were fixed, but war gcods were
not, Was there any dissatisfactlon?
Not in general,
Was there a change to the production of essential civilian
gocds?
These were, in fact, stcrpred. The n.vement was into mu =
nitions foctories. It derended cn the boit-food,; shoes, etc,
When this was favourable in any industry, the movement went
1n that direction.
Yhat industries were mainly affected by labor turnover?
Main trouble cnme from the mcvement of workers in the
mines and small frctories, actual physicsl constraint
could not be used on the miners, and they left. The
smaller sub=contracting frctories also lost many workers.,
Did the civilian gocds producers resent the higher prices
rald for munitions g¢oods? Vlas therc cdissatisfoction that
the big arms manufacturers were prefiteering?
All were operating 2t a loss. There was no feeling of
getting fat., There was a system of fixed prices, with
subsidies @s the costs rose. The cocts rose higher than
the subsidies.
But was ther not dissatisfaction on the part of civilian
goods producers that the others were making more?
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In th& early reriod both were ingac;ut the same position.
Both found it hard to get anywhere. Later, as controls
lessened, it was possible that the civilian gooas pro-
ducers bacane discontented with the situation.

The itsui donations before the war indicated a desire by
Z,IBATSU to arpease criticism and orpositicn. 4s the

war progressed did the recple feel that conditicns 1=
proved in this regard, oF did criticism of the Z2:1B..TSU
rount ¢

Dissatisfaction existed armong the common people whe &id
not have jobs in the munitions industry. actuclly the
benefits vercolated down teo 21l the pcople, who bencefited,
There were morc and more subsidies, and the noney cane
down thrcugh the many sub=contractors tc evervbody. There
was noe feeling against Mitsui or the other 2.1B.TcU, The
jenlousy existed when cne's next door neighbor had 2 goocd
job somewherc, but you 4id'nt.

How was rrice for contracted air=craft fixed?

The cost price was figured by the nilitary and = o e e
actded,

Was it generous or not?

I suppose thot cost-plus fee was very severe in the eorly
days, but later they were more inelined to roy more lie-
berally 2nd so to increase procuctlon,

Did the cost-plus systen promote incfficicney?

The production fell under this system bzcausc there were
no specialists who understeec 1it. Bo 1t ereated ciffileuls
ties. There wre no experience with it ns i~ the U Da ths

It could be used to goud effect for civilian procduction, but

not in the munitions factories, where it was brond new
and the fluctuation thot developed nmade it difficult to
work,

Yiere there excess profits taxes?

Yes, very hecvy.

ihet percent of the budget was covered by taxes?

Possibly 30 percent,

Then you used borrowing?

Yes, there were very lorge bond issues.

hat wos the rate of interest on bonds?

33 percent. _

Did the government obtain all it needed by bonds or ol 2t
have to nrint money?

It got 211 it needed to heve at the end of the war by BobiBs
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