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Enclosure No. 2 to Despateh No. 1112, dated June 1L, 1947,
States Political Adviser for Japan, i10Kyo, on the
gram Announced by Japanese Uovernment, June 1ll, 19
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Mre Prime Minister:

Last vear at this time the Japanese people were
serious food crisis which disrupted the entire econony
hardships to the people. In this emergency, the United _
substantial quantities of food to Japan which enabled the Japanese
ple to escape widespread starvation.
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Lo achieve continuation of food rationing are clear responsibilitie:

Japanese Uovernment,
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At this time 1 wish to call to you attentlion Directive
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I issued to the Imperial Japanese Uovernment on << oeptember L7
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his directive made it the responsibility of the Japanese overnment
— + ) : sy - - ” g 'S o » v . Y 5 : ~ - e~ Y .: + - - - Ty r B v ":
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tain a strict rationing program for essential commodities in short
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insure that such cormodities are equitably distributed,

>

It is imperative that tle Japanese GUovernment carry out this respon-
sibility to the Japanese people, The Allked Powers, of course, are under
no obligation to maintain or to have maintained any particular standard of
living in Japan, nor is there any responsibility to import foodstuffs to
meet deficits arising from the failure of Japan to assure the just and
efficient distribution of its own food supplies,

The food problem, though basic to the peaceful reconstruction of Ja-
pan, is not an isolated phenomenon, but is on the contrary only one part
of the overall problem of economic stabilization which includes the addi-
tional factors of increased production of raw materials and industrial pro-
ducts, stabilized wages and prices, maximum exports, and sound public
finance,

By the same token, black marketing of food and failure to realize
full collections are only two manifestations of general maldistribution,

These problems are so inextricably inter-woven that it is not prac-
tical to think in terms of a solution for one independent of the otherse

What is required is an integrated approach across the entire economic
ront, Accordingly, it is essential that the Japanese Government, through
he Economic Stabilization Board which was created for this purpose, take
arly and vigorous steps to develop and implement the integrated series

of economic and financial controls which the current situation demands,
lhese economic objectives are national in scope, transcending the special
interests of any group, and therefore should be non-partisan,
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Unless determined measures are undertaken at once by the Yapanese
Government, the inflationary condition of the economy together with its
attendent maldistribution of food and other necessities, will become in-
creasingly serious, industrial recovery will be further retarded, and the
achievement of the social and political objectives toward which the Ja-
panese people have made such an encouraging start will be endangered,

The social and economic welfare of Japan will depend largely on
Japan's own efforts in the redirection of its human and natural resources
to peaceful living and upon competent public administration of democratio
and effective economic controls.

Ald to Japan cannot be expected upon a scale sufficiently great to
overcome maldistribution and inflation within Japan. Outside assistance
is contingent upon full utilization of indigenous resources
entirely a responsibility of the Japanese Government.

Slncerely yours,

Mr. Shigeru Yoshida
. J
Prime ldnister of Japan,

Tokvo,
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TELEGRAPH BRANCH

REPRODUCTION OF WAR DEPT . MESSAGE 70

STATE FOR INFO
PLATN e

Control 6806

Rec'd June 19, 1947
6:23 p.m.

Z2-11007%

Secthon 2 operations report Jepan.

raprt 1. Ministry oy
livestock slaughtere
in metric tons,

Agrioulture ang 1. e
d listed by Number a

March-cattle 15396 and 2,806, calves 556 and 17,
7.025 and 377, horses 4,016 ang 651, goats -
sheeps 22 and 0.4,

Approximately 13,000
offlcials educaéion

ing nearly 60 percent
Gitended series of lectur

A8 papt of Labor Edueatio

‘éram from 12 May through
12 June in Tokyo, .0Osaks Fukuckae, Kyoto, Nagoya ang Kope.

of redio frequencies
on adds t

Lo reguest Netional
receas: until 1 July to allow

o prerive its blll for presentation N

Co i 89.’15 lot ure

(18 June #7)
PLAIN

INFORMATION COPY
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Control 106, from Tokyo

to legislature 1)let reoprening origlina;
29 June.

Cabinet announced 17 June appolntment of 5 Socie]
Democrats, 5 Democrats and 1 Feople Cooperative as
parliamentary vice-ministers to serve As liaison
representatives between Diet and various ministries.

Perliamentary Counclillora POsts
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THE ATTACHED COPY OF A DESPATCH HAS EEEN DsaSIG-
NATED THE RECORD COPY TO REPLACE THE ORIGINAL ACTION

COPY WHICKE WAS NOT RETURNED TO THE CENTRAL RECORDS

LyOg-9/0S " ¥68

BY THE ACTION OFFICKL.

THTS COPY MUST BE RETURNED TO DC/R FOR FILING.
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James Roosevelt

714 South Hill Street
Los Angeles 14, Califorria

Mr. George Magee
State Department
Washington, D, C,

Dear Mr. Mageej

This letter As written tc introduce to you Mr.
J. Meyer Friedman -- who, incidentally, is a good
friend of mine and with whom I have had business

associations.

Mr. Friedman is very much interested in obtalning
from you information regarding certain operations
in Jepen, and any advice you feel free to give
him will be most gratefully appreciated by me.

Thark you so much for your grand cooperation in
the past and I do hope you will be able to afford
Mr. Friedman a little of your already crowded day.
Would you be kind enough to let me know the time

and place that is most convenient to you.

Very best wishes and kindest regards.

Sin<7éely vours, |

/'f
e
/!

JAMES ROOSEVELT

/
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Gagrge C. YcGhoe
Cocrdinas tor of Add
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dr. James Roosevelt,
744 South Hill Sireet,
Los Angeles 14, California.
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. STANDARY FORM NO. 64

\Oﬁ?ce Memorandum « UNITED STATES GOVERNMENT

TO : OFD - Mr. Ness DATE: JUly lO, 1947

FROM : ED = Mr, Walker WD -

SUBJECT: Proposed SWNCC Pgper~on the Revival of the Japanese nconoiy

ls In this revision of the subject paper, now circulated for formal
clearance, JK has taken into account the points made by &£D and other
Divisions with respect to the earlier drafts, The points which we raised
in our memorandunm of May 21, (copy attached) appear to have been met
satisfactorily, with the possible exception of the provision relating to
acceptance in foreign currencies of Japanese repayments of occupation
costs, The present paper, page 4, (para, 13), modifies the original more
positive provision by providing merely that the U,5. takes the position
of "reserving the right" to accept such payments in forelgn currencies,
We still have reservations on this provision on two grounds: 1) we doubt
that the U.S. would ever in fact wish to exercise such right; and 2) its
inclusion might make it appear to Far Easstern claimant countrlies that the
U.,5. wishes to retain, in effect, a veto power over the level of current
reparations, since to the extent that the U,S. were to utilize this right
it would conflict with payment of reparations out of current production,
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The reservation of this right is a matter for FN clearance, and both
Spiegel and MacGuire objected to inclusion of the original provision on
technical grounds,

LYOl-L/0S " ¥68

2. Messrs, Tyson and llagill have carefully reviewed the revised
text, and after discussing the paper with them I should like tc raise
with JK the advisability of making certain changes in wording which would
serve (1) to correct the impression given at some points in the paper that
the "cranking=-up" process is envisaged merely as a matter of supplying in-
creagsed imports; (2) to make it clear that Congressional appropriations
are to be utilized only to the extent that imports cannot be financed by
other means; and (3) to clarify that achievement of an actual export
surplus--rather than merely an equivalence between exports and imports as 8
connoted by the phrase "after Japan becomes self=gsupporting"== is neces=-
sary for repayment of occupation costs or reparations out of current 9
production, These points, and certain others of less importance, would be

taken care of by the following revisions in wording in the JK text:

a., In place of paragraph 4=a, substitute "before Japan
becomes selfe-suvporting, to increase Japanese imporis, and to
ensure such utilization of those imports as well as of Japanese
domestic resources, as to render Japan self=-supporting by about

1950, "

COMMENT: Imports alone will not permit Japan to become self-
supporting,

b,
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be Paragraph 6, Delete the last sentence and adg
"These steps should include efforts to increase imports
through encouragement of private financing, trade and
investment, and to Ssecure imports, insofar as possible,

by financial arrangements which do not require dollar
payment ,"

COMMENT ¢ The introductory paragraph 6 should emphasize
private arrangements, which would reduce the amount of
UeSe Government aporopriations required, in order to be

more consistent with the sub=paragraphs under section 7,

Ce Paragraph 7-a, It might be desirable to change
title from "Loans" to "Loans and Investmenta™ and insert
"and the investment of private foreign capital" before
the words "should be encouraged" in the first sentence
of this paragraph,

COLLENT: Although the level of private investment in
Japan is perhaps problematical, it seems aesirable to
include investment as a source of import payments in

order to emphasize the need for taking steps L0 encourage
private investment,

d,. Paragraph 7=b, In the second sentence delete
the words "some amount of these finishad goods to be
returned as payment to such countries”; and in place of

) 'S
the words "The amount so returned" in the following

sentence, insert the words "The arrangements,"

COLIMENT s Unless there is eéxceptlionally good reason, there
appears to be no cause for the UsS. to emphasize and
support the desirability of a bilatersl trade arrangement.

¢s Paragraph 7-d, Retain the
sentence and substitute the following for the remainder

of the paragraph, "No exact estimate can be made at this
time of the total amount of U.3. appropriations required

to render Japan self-supporting by 1950, since this amount
will depend, among other facto
avallability of non-U,35. Gove

ments and on Japan's sbilitv

o

and to find export markets, On the basis of certain
arbitrary'assumptions, however, it now appears that ape
propriated funds in the general order of magnitude of $450
million will be needed between July 1, 1947 and January 1,
1950, This represents e rate of expenditure for fiscal
1948 somewhat above the present level of appropriations

now
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now required to prevent disease and unrest, and provides
for a declining rate of appropriation therea Ler. However,
appropriations for the years after fiscal 1948 should be
requested only after Japan's progress and ability to in-
crease production and exports with its own and D”lVHte
foreign resources can be more correctly appraised,’

COLMENT: The assumptions on which the estimate of
@Lé&,éOO 000 is based are highly conjectural, DlMoreover,
the estimate ignores the possibility of private investment
and private credits which do not have to be secured by
liens upon convertible assets,

f. Paragraph 13, In the first sentence after the
words "all proceeds of raw silk exports," add "but not
in excess of an amount equal to Japan's export surplus,”

COMMENT: Without this qualifying clause, Japan would be
required to make dollar payment even if such payments were
to reduce her ability to import below the level reguired
for self=support, Furthermore, since a similer clause 1s
included in paragraph l4=c¢ in relation to current repara=
tions, it would appear desirable that the U.S. ohﬁu1d be
willing to accept the same type of treatment for the re-
payment of occupation costs,

g. Paragraph 14, At the end of the second sentence,
insert the words "in principle" following the phrase "not
prevent such adoption,"

COMIENT: The word "adoption" without modification may be
taken to imply deteiled formulation, Since the amount of
current reparations which might become available under the
prescribed formula (paras, l4-a=c) is highly problematical
at this time, the U,S. should not now go further than agree-
ment in principle to a current reparations program,

h, Peragraph l4-a, Delete the words "after Japan
becomes self=supporting" and add "Japan is able to achieve
a surplus in its balance-of-payments,”

COMVENT: This modification is in accord with paragraph

1=c which states that the amount of reparations shall be
measured by the balance-of-payments surplus.

Attachment s

Memorandum of May 21, 1947,

P\ .
EDslhy son:mhpr/L/
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An answer to present probleoms whieh calls for JCAF teo
exoreise more intensively and directly its powers over the

Japanege ooonory would epp ar to magnify the ‘roblem of with-
(iﬂ‘:‘l’ and -

tions®, it is estimeted thet Jepanese oxports are

| 8qual dmports by 1950 at a lewel equivalemt asproximetely to Usgl
bldilion, and to axpend thorealter following cessetion of U8 essigtance
from sppropristed funds) to provide the above-mantioned surplus of
%200 million & mually, ef whish, on the basis of a lien sgainst
sllk exports, perhaps $5C million would go to the U.3. for repay-
mut of ocoupation coste and $150 millden wo id be svailable fer
payment of reparstions on ourrent agooumt, Becsuss the ostimateg
cited are noosssurily beased upon se sany prosemtly isponderable
factors, it would sppear pressture to specifly '

for anmsel repayment of oocupation

schedule for payment of reparetions out of surrent sgcoutt,
statistical estinates are probebly the bLest that we oan got at thie
time, tut tbaycfi‘ordanrymkpmpforaJMQoounbwton.

- formalation of details
concorning the plan umtil such time as facts sre svallabls to
permlt realistie planning?
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FROM: 3Shanghai

i

70 : 8ecretary of State
N0 ¢ 1683, July 11, 9 p.m.

There has been very little further publicity »w
economic plan (reference DEPIEL 1112 ¢¢

tO0 Nanking, 114 to Tientsin). That

CO permirsion for exporters to use theinp exchangs
imports (i.e., for institution of 1link system) wan
vack o Central Bank for fuarther Study as many of the
problems for equitable bandling had not been gett le:

Re pcint one certain of contrsl authorities exprass
view that it cculd not 1inorease import trade even i 41t
3t lamuiated exports to some degree a3 already exchang:
Jireleases for imports are so far in excess of export & and
$,. Temittances that import control measures would nave o
y.:pe 80nt inued.
p, 2
-~ |
#Xoc consideration has apparently boen given to point
, 1y
b/h | For the reason that such gquestions raised in polint

! [ '.
WV

Cfficials believe link system 1f adopted would b»s
-applicable in &1l currencies.

' Shall report any furthsr developments when more is
| knovn of progress of study,

vent Department as 1683, repeated Nanking as 1213],
to Tientsin as 163; Department please repeat to
seneva for US delegation ITO Conference
DAVIS
NOTE: Repeated to Geneva (-12-47, 2 a.m., 1\/H
SMD:ABC
RESTRICTED

PERMANENT RECORD COPY: ™i&sonMusT BE Rerurmen 1o oc/r centraL Fits
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In reply refer to
JK

My dear Frofessor Harris:

The “white paper on the Japanese econumlic situation" which
you request in your letter of July 15 is not presently available
in washington. Coples have » however, beean requested from Tokyo
and you will be sent one as soon as Lhey arrive.

The white paper is, as you probably know, rather discursive
and about 100 pages long. The econamic Frogrum to be adopted
by the present Japanese Cabinet has, however, been stated in
& seven page Japanese Governuent release w

in Washington,

Acting Director
Office of Economic Security roligy

Under separate cover:
l, Japanese r:lease
2e¢ Copy of General MacArthur's
letter to Japanese
Government,

Frofessor Seymour E. Harris »
Graduate School of Publie aduinistration,
Harvard University,
Cambridge 38, Massachusetts.

T/ 2L/47
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LC NOT DETACH THIS FNaN

THE ATTACHED COPY OF A DESPATCH HAS BETN DISTC-
NATED THE RECORD COPY WO REPLACE THE ORIGINAL ACTTON
COPY WHICH WAS NOT RETURNED TO THE CENTRAL RACOIDS

\
-

BY THE ACTION OFFICE,

THIS COPY MUST BE RETURNED TO DC/R FOF TILING.




' DECLASS{FIED £.0. 11652, Sec 3(E) and 5(D) or (E) NNOff__ 76005 O

T — o — - e —— A A —— - — - - - - . - .

1 #’
- /

g0, S rokyo, yuly 21, 1947

No. 1180

1947
A SUBJECT: Roonomie Policy Statements of the Japaness government.

SéD?Mc. The United States Political Adviser has the homor to enclose copy
'R of a translation of an eight-point economic policy statement made by
NDCR the Katayama (Qabinet on June 1ll, 1947, The successful implementation
TTP of this policy, whieh makes broad general promises, appears most dif-
oL fioult in the face of & severe suortage of basic materials and the con-
tinued inability of appropriate Japanese agencies to eunforce economic
WAL= €EN C ’ontml.o
NAVY
CIG & There are also enclosed five cepies in English transiation and one
COM-g/ic sopy in Jupanese of a so-csalled "white paper+ published July 4, 1947 in
LADOR  whieh the Economic 3tabilization Board draws certain general conclusions
from a statistical analysis of the present eritical economic situation
A=0=0-0 gp Japan, In the paper an attempt is made to explain national economie
and financial difficulties to the public by comparing them to Similar
problems faced by Jspanese families. The Board's research into the
natter is presumed to have been instituted as a result of a letter
dated March 22, 1947 from the Supreme Commander of the Alllied Powers
to former Prime Minister Yoshida, drawing attention to the necessity
for economic stabilization., It is probable that the cabinet published
the study in an attempt to explein increasingly stringent economic con-
ditions to the Japanese public, a considerable part of which seems toO
have expected miraculous results from the new Cabinet,.

A more pressing reason for publication of the "white paper" became
apparent on July 5, 1947 with the announcement by the Japanese Price
Board of a wage-price poliey supporting an average wage one-third less

4/ than thet demanded by the labor unions. There is enclcsed a copy of

5/ this statement in Japanese with a translation thereof. JInasmuch «s the
Social Democretic Party derives its principal support from labor it may
have been felt politically necessary to explain the refusal of the latter's
wage demands ia the light of Japan's ddplorable economic state and to
jussify beforehand a low-wage policy. The wage-price policy statament
points out that the worker is benefited from an increase in "real" wages
rather than "money” wages and declares that the best method of increasing
the former is to freeze the latter, improve distribution, and increase
production.

With regard to the "wiite papern~, editorials ian the Yomiuri, 433

Mainichi, Higqn Keizai, and Asahi newspapers of July O, 1947 (enclosed
in Japanese or gim togethor_atﬁ' & suanary thereof by Interpreter
Y. Kamii of this Mission) welocomed the publication of an admittedly un-

favorable statistical study, a new departure in Japanese governmental

tradition.
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tradition. Several of the newspapers saw in the publication of such =
study a« pessidle attempt on the part of the Katayama gabinet to prepere
&0 @Xcuse usable in the event of future failure of its economic poliey.
Most of the editorials warned of the necessity for forbearance and pat-
lence on the part of the publiec and one newspaper drew the conclusion

that only by sueh patience could foreign economic aid so necessary to econ-
omic rebabilitation be obtained.

Enclosures:

l. Copy of Katayama Cabinet's
economie policy statement,
June l1ll, 1947,

Five oopies of a translation
of the "white paper-.

Copy of Japanese Govermment's
"white paper" concerning

ésonomic conditions, July 4,
1947 (in Japanese).

Copy of Japanese Government's
wage-price policy statement,

July 5, 1947 (in Japanese).

Copy of a translation of the
wage-price poliey.

Editorial comment on the "white
paper” from Yomiuri, Jiji, Main-
ichi, Nippon Keizal, and Asahl
newspapers of__ury_ﬁ. 1947, with
& sumary thereof in RBngliasj.

Original and ozalid to Department
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is prepared,
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of the items will be dwly
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1. Sinee it is of fundamental importance Lo secure firmly the supply of
foodntulls as the bmsis of our hatlon's livelihood, ana, io parcvicular,
ort wi

as 18 Q acor Ny e DG RALe OWRlr'ds = n_!- - - m—
deiavs end stoppi the flow into blaock market ochannels, — Wl

(1) Make a fundsmental change om the colleetion system of major food

items. By making use of democratic organizations. Allocate in advance
the fertilizers and otler production materials in accordance with the

area cultivated and of the fertility of soil, then roughly determine the
plauned quantity of production corresponding thereto, snd make the collect-

ion allocstions on the basis of this quantitiy.

(2) Kevise the Goverument purchease prices of this year's crops of
wheat and Irish potatoes in conformity with the price level newly to be
establisned, snd improve the contents of the link system with conpensatory

go0ds,

(3) Devise a method by wulich those farmers who have coumplieted tLelr
delivery oan send te their relations in cities & certain mmount of staple

food to be rationed through official guannels.

(4) Inssnueh &g it 18 anavoidable to rely upon staple-Ioocd-oiLer-

then-rice during the transition peried, place special exphaseis on the
improvement of gating hadbits, in particulaer on the securing of protein

pnutritions. Carry cut strictly tae control regulations of fresh fish
and shells and extend similar methbod to processed marine products. JID-

erease the ration of other non-staple foods and seasoning naterisls,

(5) 1In order to help increases vegetable supply in urban consuming
distriects, encourage the revival of special production localities, con-

nect then in & planned manner with consuming citiea, and slsc take Weas-
ures to help self-sufficiency in vegetables through home gardens,

(6) Qperate more ressonadbly the supplementary ration to workers in
sccordunce with the sotual working conditions, while maintaining its Dasle

level.

(7) Close throughout the country those restaurants and sating places
which are not operated on legiticate rationed goods.

ediate food cerisis can be staved off depends
of foodstufis by faruwers on their own
to bend their further efforis
attitude against those who

(8) whether or unot the lmm

to & great exteant upon the delivery
initiative, Tho Governmeil expecis farmers
1o this direetion «nd «ill tské a most sternest

stand in the way.

(9) In order to reinforce the fishing industry, bend efforts towards
making the industry more scientific, expanding the fishing areas, and segur-

ing priority on materials peedad for the industiry.

(10) On the hasis thut we fulfill completsly the above iuternal measures,
exert our full efforts for asking the {mportation of foodstuffs.
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II. We will establish an effective distribution system at official prices,
which 18 essen 0 securing o 0 O¢ stat gation of prices and other
economic stabilization messures as & whole.,

(1) Assure the distribution by a Kodan system for these essentisl
materials, such as basie production materials, major consumer goods,
important foodstuffs, etc., on whigh we require a most strict control.

(3) Continue or extend the allocation certificate systam with regard
to materials whioch come next to the above-mentioned items in their need of
contreol; and make necessary improvements on the operation of the coupon sps-
tem in such manner as the government may be able to have the actual flow
of goods well in hand and know the result of their utilization.

(3) As for the allocation system, avoid the method of relying upon
the past results, and instead improve in such & way «s to promote & fair
competition among enterprises, paying special attention te the gquestionse
of efficiency and effective utilizeation of inventories.

(4) Carry through energetically the exposure and utilization of
hoarded materials,

(5) Intensify the iuspection system with respect to economic admine

istration and emphasize especially the policy of indiceting the large-scale
black market operators.

(6) Intensify controles on transportation and check the movement of
black market goods.

I1I. Since the existing official prices, being the legacy of the post
economic disequilibria, are so far out of line that they are bscoming a
serious hindrance to the normal industrial sctivity, we will revise at
this time the entire structure of price and wages, and make efforts to-

ward majntaining them.

(1) Revise and adjust promptly and in a coordinated fashion the entire
official price structure and maintain firmly a new price system.

(2) For the determination of prices use as a rule the cost of production
method, and as for the method of computing various cost components, such,
for example, as profits and depreciation, make appropriate adjustments in
the light of specific characteristics of esach industry. As for the prices
of major agricultural commodities determine them on the basis of their bdal-
Anee with the prieces of those industrial commodities which are relevant to
the agrieultural preduction,

(3) 9Yiscontinue indiseriminate compensatory financing for the
delicit of enterprises, and utilize price adjustment subsidies only when
they are required from the overell econcmio point of view.

(4) Tax away the appreciation profits arising out of the upward
revision of prices.




| DECLASSIFIED  E.O0. 11652, Sec 3(E) and 5(D) or (E) NNOff__76005O

Enel. No. 1 to
Tokyo's 1180,
July 21, 19.47
athe

(85) Drop out from the sphere of price control those minor itams for
whioch it 15 of a little use to fix officisl prices, thus cverhauling the
items under the price control.

(6) With regard to the relation between the wages and prices, direct
our principal efforts towards maaintaining real wages by snlarging the sphere
of distribution of moods through official channels. we shall not resort
to such measures ss & mechanieal wiuge freeze.

(7) As for the nominal Loney wages, use as a rule the method of

determining them in the light of preceding parugraph, simultansously with
the revision of official prices and in view of the quantity of consumar

800ds rationed through the officieal channels.

IV. In order to eradicate the cause of inflation fyom the zide of currency
we will strengthen our efforts In maintainlng sound polley of TTnenes —

W“M

(1) Maintain public finance on sound basis, keeping, however, in mind

that the prime objective of the publie finance policy will be the effect-
uation of smooth operation and reconstruetion of national sconomy &8 & wh

(2) Set up a working budget for the purpose of postponing and econ-
Omizing the govermment expenditures.

(3) In order to meet an unavoidable increese of expenditures, cover
them as far as possible Ly inereasing tax revenue through the proper and
effective execution of the existing tax system, but, if necessary, consider
N increase in tax rates,

(4) BStrengthen the taxation on the income of prefitecrs who are tak-
ing eadvangege of inflation or black market cperstions by reinforcing the tax
collection organization and improving the metlod of inspection.

(8) On entarprise special accounts carTy out the principle of "the
independent ascount system,"

(6) Strengthsn the inspection on actual operetion of the budget.

(7) Mainteain and strengthen the fund control. Restrain severely
deficit loans to enterprises; however, adequate funds will be sade aveil-
able to essential industries.

(8) MNske efforts towards regulating the currency in circulation within
reasonable limits, by utilizing the funetion of the gurrency lIssue Council
(Tsuk& Hakko Shingikai) and adjusting by time in an epproprieate manner the
revenues and expenditures of pudblic finance snd industrisl funds,

(9) OContinue and extend energetically the savings campaign.

V. IAe iuoresse of produotion and the raising of productive efficiency are

basie to econamic rehabilitation. herefore, we attempt to realize
M—._—_

A@R DY continuing the policy of selective euphasis in production and y
AXARG Keasures towards putting the enterprised mansgement on sound basis,
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(1) In view of the severe shortage of internal resources under the
present circumstances, endeavor to extend the export of finished goods
manufactured from the imported materials and prepare a rational export

program.

(2) BSecure specifically export goods and materisls for their product-
ion in the demand and supply progream, and take special precautions to
prevent their diversion into internal consumption.

(3) Endeavor not only te increase our export to the United states
but alsc to devalop our trade with the Far Rast.

(4) In preparetion for the reopening of normal international trade,
effect necessary improvements in relevent aspects of the economy, in such
& way &8 will encoursage and promote lively activities on the part of those
goneerned with internetional trade on their own initiative.

Vill. To make the execution of above mentioned measures effective the rollogu

ing suzportIH measures will be teken. TR R B

(1) BEffect necessary comtrols on the enterprises in case where private
enterprises in the key industry (whioh is basic to economic reconstruction
and security of national life) cannot attain their gxpected <osl on sceount
of some reasons inherent to private enterprise system such asg apprelension for
big risk,

Execute control in such & way that the Goverm.ent will take direct
responsibility in the management of the enterprises. In executing controls,
respect the astatus and technical ability of the existing employees and
utilize their intistive and experience,.

(B) PFormalize and encourage production cooperatives oconstituted by work-
ing people and revige so as to be based on communal equipments of medium-sized

and small enterprises.
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Economic Stadbilization poard
D July, 1947.

Draft of govermment's stetement on stabilization of wages and prices.

l. The governuent's view as to where the foundation for the stabil-
ization of prices and wages lies, is shown in ite announcement of Blergency
Eoonomic Measures made publisc on 11 June, The basic attitude of the govern-
ment 1s that the only approach to the stabilization of prioes and weges is
through maintaining the present level of money wage while {incoressing dis-
tribution at officisl prices. This view is based on the candid recognitiocn
of the economie difficulties now confronting our country. It 18 the furda-

mental standpeint of the government that under the present sbrnormnal cir-
cumstances where public finance, enterprises and individusl households are
all in defieit, the way for stabilizing economy is not to be found but in
reducing government expenditures, retionalizing enterprise nanagenent wnd
surtailing household spendings, through the perseverance of the whole nation,
thereby improving the effective living standard with the lnoroused per capita
production.

€« To ruise money wage is undoubtedly a policy to promote the interest
of the worker in normal days, It goee without s&ying that the government
admits this fact in principle. However it should be vorne in uind at the
same time that the interest of the worker is not originally in money wage it~
self, but is in the effective substance of living to be made availsble by
such wage., If the raise of wages were to leed to bankruptey of suterprises,
¢ould it be said that such raise were to the interest of the worker? and,
if the raising of wages were to result inereases in commodity prices, in-
creased defieit in public finance and aggrevetion of inflation, 1t ecould
never be said to be beneficial to the worker. The reise of wages is to
the benefit of the workers only in so far as it does not balk operation of
enterprises, interfere with the stabilization of economy, and cause AgErava-
tion of inflation. I the economic recovery will be stimulated and the
improvement of living standard be attained through the raise of wage, 1t
will certainly be to the benefit not only of the worker, but also of the
pecple as a whole. The govermment sincerely hopes that the interest of the
worker will be promoted in such a manner.

9. Having examined from various angles the proposal for the raise of
the national average wage of industrial worker to ¥2,600, the govermment has
reached the coneclusion that under the existing situations whers public fin-
ance, enterprises and housebold are all in deficit, it is extremely dAifficult
to improve the real living standard of working people by such & sharp increesge
of wages. Let us suppose that the national average wage of industrisl worker
were raigsed to ¥2,600. Then the official prioces of econsumer goode will have
to be raised to 3.0 times in average as high as the current level,K s level
444 higher than their levels in case of aversge wage 1s set at ¥l 800 per
month, or emnterprises will bDe short of money to pay wages and inevitwbly be
in an awkward predicament. JFurthermore, as the result of such sharp price
increase the housenold budget will be agsin in deficit to the extent of some
¥1,300 monthly. Consequently wages will have te be reised agein. If wages
and prices are spiralled up in this manner, the wage level must rise to the
national average of ¥4,500 snd the price level to six times the present level.
This will result in a deficit of over ¥200,000,000,000 in publie finance,
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through the increase in salaries and in supply expenses.

This sssumption will be somewhat too modest; for we Lave to take
{nto account the dangerous possibility that sueh & sharp rise in the levels
of prices and wages, and sush vast accumulations of fiscal deficits will
undermine the people's so far maintained confidence in prices or curreney,
the greatest support for the stabilization of commodity prices and wages.
I1f these things should happen, dblack market prices will sherply rise and
wage-price relationship will never be stablilized. Such steate of «ifairs

will be the very opposite of the stabilized economy and will bte incompat -
ible with the interest of the working people.

Thus it 18 only too cleser that the true protection of the workers:
{nterest lies in maintaining real wage and that there are no means of
maintaining real wage but inereased produstion and substential reduction of
black-market activities. It is solely for this reason that the covernmnent
has taken up firstly the issue of securing food supply end seecondly, that
of reestablishing distribution order, a8 anergsncy economic measures with
a view to simultsneous stabilization of prices and weges,

4. Needless to say, the governnent has made carelul study about
serious effects on worker's family budget the proposed over-all revision
of official price structure will cause. pBut at the same Lime thorough
sorutinies have been made &s to possibilities ol cushioning or absording
these repercussions by seecuring firmly the supply of the rationed quantity
of foodstuffs, through the Energensy Foodstufl jeasures, and by cheeking the
advance in prieces by meens of price difference subsidlies. AsS the result
of these examinations, the conclusion has been reached that if averege 1o~
dustrial wages eould be reised to the level of ¥1,800 in monthly average
by paying the price difference subsidies of some ¥12,000,000,000 in support
of the new offiecial price structure, the effect on the househcld expense to the
extent of some 22§, eaused by the revision of official prices, could be
absorbed in its large part by the increase of the ensured quantity of
foodstuff. In sddition to this, if the burden of the earned income tax
could be adjusted, the strait in the housebold budget may be relaxed some-
what further. This side of the 1ssue {s# now being considered in the light
of the existing situatiom of the public finance.

This does not mean the lLimediate dissolvement of various sufferings
pow undergone by enterprized and households. The government 1s by N0 meals
closing its eyes to the fact that the contents of living of the worker are
considerably reduced in compe&rison to those of the pre-war time. The gZoV-
ernment, nevertheless, cannot but admit candidly the fact that the economic
situations confronting this country, that of foodstuff in particular, 1is
remarkably oritical. Aiming &t minimizing the burdens that might bde anti-
eipated to occur respectively in public finence, enterprizes, and house-
holds, on the basis of this fact, the government has thought out the con-
elusion thet the simultanosous stabilisation of prices and wages should be
secured at the level of the averegs wage of ¥1,800, To owrTy out on &
systematic end planned basis the eradication of bleck-marketeering and the
{mprovement of rationing 1is the basic premise for sharing thLe scarcity in
this manner. Putting into practice these messures with sincerity and deter-
mination, with the cooperaticn of all sober-thiunking workers, the governuent
are hoping to tide over the impending critical period of sericus food short-
age &nd to open up the road toward the stabilization and improvement of the

people's living.




76005 O
" DECLASSIFIED £.0. 11652, Sec 3(E) and 5(D) or (E) NNOff__77

ol

‘\
%
LY

Eel. No, B to
Tokyo's 1180,
July el, 1947

B

D, Whether to march the road leading to
through rationally adjusting the relation betw
g0 down the road toward the utter eollapse by
ing the relation between wages and prices, ¢
Should be said now to b® standing at a eriti

I'Cad JOu may teke, the right to
Zent ahould like to

tlie sconomie stabilization

*en wages and prices, or to
giving up the effort of ad just-
he economy of this Sountry

cal eross-road, gliichever

choose is in JOur own hupds, -

OC Lae govern-
nake® a proposal to you, give the govermnent an ful}
OPPOrtunity to test its resoluteness, Sincority and

ilization or ®oonomy, and judsge its

Lask, The gE0Vermuent's efforts

has only just begun., Loreover its task 1

wors of Sdonomy that has bheen gradually enervaeted. It 1s needless to
84y how mugch time and ef fort this task should need,

rae government nopes
that you would fully understand these cirecw

) , &nd with intelligence
and tolcrunce, would . rt aund ®ncouragenent .

0. The government
determination of the ave

Coumittoe, However, it
members of the Committes

nN&s up to now pursued the
Fage wages in the )

y 1t will take still some time before the committee
will reach full understandines with regard to the government!a policy on

stabilization of prices and wages, rarthornore the government cannct fop
obvious reasoneg change its plan to revise genaral price levels &t the be-

ginning of July. And the Committee hes agreod thet Lthe determination of
OcCupeational 8VOTruge wages should te Leade by the sOvermwnent at its own
Téespousibility,

uisteances, the government »a
@ revision, asdopting

&l worker and oecupeti

8 decided to CRITY cut its
& wage level at ¥l K 80( per month

tigation Coumittee.
the Wage Invest

the occupational AvVersg

level, us was stated
but is prepared to
nade by the wgage Inves-

our best to achieve stab-
the proposed levels @nd in any €fase main-
between prices and wagoes,

%0 nay add that we will do
i1lization of prices and wages at

tain a fair relationship

this opportunity
who tackled this
Problem with fair-play

And also to ¢all upon work-
ing people, industrial operstors and the whole

nation to understand our
position end cooperate with U in carrying out thess emergeney econonia
neasures.
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A conecensus of Kditorisl Corment rublished July S5, 1947 on
the Jupanese Qovernment's "asiOlte papern, Issued July 4, 1947,

OR July O, 1947 editore of all inportant newspapers in T™okyc, refer-
ring to the wWaite Paper issued Oy the Jepanese overnnont on July 4,
1947, expressed grutification at the aleclosure of the eritical economic
condition of Jupan and toe effort to g81n tLe wiuderstanding and COUpera-
tion of the pecple in overcoming the national crisis. TLuey agreoed that
such fucts would not have been vublicized wiGer the old regine.

The Yomjiuri and J1Ji, however, commerted wifavoraully ou the 7hite
Papor, The Yomiuri contended that it carinot te eoncluced from such econ-
onmic data that the euergsaney ecoiwmic newsurss pravi i8ly saonounced by
the Qovernment are the only WAy L0 econowiec stability., weonomic econtrol
without consideration of human nature 1s buresucretic and dooned to feil-
ure, tiuhe paper said, The editorial, eriticizing tho Governmentr's inter-
pretetion of the facts as a totalitarian retho? of apuroech, concluded that
WHEt was necessery was a reexamiasstion of the vureaucratic netlod of control.
The Jijl criticized tne docunent zs a product of pessinisn wll the way

through, and decried the admitted lnaccuracy of the government's statistical
deta,

Although commenting favorubly in generwl, the Mainichi and Nippon
Kelzal newspupers foresaw and deplored s possibllity that the ratayama gov-
eraaent was preparing for itself en excuse in the event of failure, mThs
Nippon Keizai conecluded with the statauent that foreoign assistanoe, upon
which the nation's rebabilitation dopends, caanot 'e obtained without for-
Dearance and putiengs on the part ol tue people.

In clerifying the economic situatiou of ithe countyry, the gsahi news-
paper sald, the document clearly indicates the necessity for ending wage-
priee competition, setting up an efficient distribution system, stopping
black marceting, and inoreasing the worker's productivity, with particular
emphasisg on coal production., The newspaper urged that the government
establish as soon w«s possidble & concrete pian for industrial rehabilitstion
8¢ that the people will not be dirven blindly into self-protection.

The Kainichi termed the paper a statement of Jspan's epproeching bank-
ruptey and & disgnosis of a critical but not hopeless case, Aecording to
this newspaper & hopeful preseription wes given in the form of anergency
@COonouicC measures, the success of which depends upon forbearance and pat-
ience on the pert of tshe people, The aditorial recommended courszeous
aotion by the cabinet and agreed with the pPrime Minister that this is the
lest opportunity for the people to chooase life or death.




lear Mr. PYeterseni:

This is in further reference to my letters in regard to the
appointment of a War Department expediter. The Vepartment of
State has just submitted to the State-Wer-Navy Coordinating Com-
mittee a proposed SWNCC paper No. 381 entitled "Revival of the
Japanese tconomy”. The Department of State considers that the
program proposed in this paper is of the utmost importance and
that it @ ould be treated as a matter of the highest priority
within the United States Govermnment.

Past experience, for example with reference to the Greek and
furkish Ald Program, would seem to indic<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>